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he Annual Repoft of the IMF's Executive Board to the Fund's

Board of Governors is an essential instrument in the IMF's

accountability.The Erecutive Board, which is responsible for con-

ducting the Fund's business, consists of 24 Executive Directors

appointed or elected by the IMF's 184 member countries, while the

Board of Governors, on which every member country is represented

by a senior official-in almost all cases the finance minister 0r cen-

tral bank governor-is the highest authority governing the IME But

the Annual Report does not only represent the accountability of the

Executive Board to the Fund's Board of Governors. lts publication

also signifies the Fund's broader accountability, to the public at

large.Today that accountability is also represented by the Fund's

prompt publication of a large majority of the reports discussed by

the Executive Board, summaries of most Board discussions, and

a substantial volume of other material-demonstrating the IMF's

commitment to transparency.

This Annual Report, covering the financial year to the end of April

2005, describes what was another very active period for the

institution, despite an unusually benign global economic environment,

with a notable absence of serious financial crises. World economic

growth was strong, and inflation remained subdued. The expansion

continued to be led mainly by the United States and China, and other

Asian emerging market economies, but economic performance

improved in almost every region. Sub-Saharan Africa, in pafticular,

posted its highest growth in a decade in 2004-an encouraging boost

to the poverty reduction that the region so urgently needs.lhese

favorable developments reflected, to a significant extent, improve-

ments in policies in recent years in a number of member countries-

improvements actively supported in many cases by the IME

Nevertheless, there remained sign the d6bal expan-

sion-including chronic payments imbalances and

and countries continued to face challenges in the

oil price*-

pursuit of

needed to secure sustained, strong growth with high levels of

employment. Much of the IMF's work last year, especially through its

surveillance over the economies of all its member countries, and

over the global economy and monetary system, involved advice on,

and advocacy of, policies to address these risks and challenges. The

Fund also again provided financial suppon for policy programs in

many developing and emerging market countries-programs aimed

at enhancing sustainable growth as well as resolving balance of pay-

ments difficulties.

Looking ahead, the continuing favorable economic outlook should

provide countries with further opportunlties, which they should seize,

to strenghen their economies. For low-income countries, in particu-

lar, the prospect of enhanced financial support by the international

community has improved the chances that the Millennium Develop-

ment Goals (MDGs) will be achieved, but only if the countries them-

selves take the bold policy actions needed to foster stronger growth

and povefty reduction. At the international level, an especially high

priority now, including for faster progress in reducing poverty, is that

all countries meet their commitments to achieve an ambitious liber-

alization of trade under the Doha Round.

The IMF also remained busy in FY2005 with reforms of its own poli-

cies and operations. We conducted periodic reviews of some major

operational policies, including surveillance and conditionality in IMF-

supported programs. Such reviews of particular operations form part

of the Fund's culture of learning and change. But it is crucial also

that we occasionally step back to take a fresh look at our institution



as a whole. Forthat reason, a few months after I became Managing

Director in June 2004, I iniUated a review of the Fund's strategic

direction. For the IMF t0 continue to serve, as effectively as possible,

its member countries and the purposes for which it was established,

it has to be in a position to help its member countries deal with the

forces that are likely to shape the global economy in the coming

pars.Ihe strategic review is an opportunity to explore a variety of

issues and consider their implications for the work of the Fund. These

include global financial flows, regional integration, efforts to help

low-income countries reduce poverty and achieve the MDGs, and the

Fund's own governance.

I look foruard to discussion of the Fund's medium-term strategy at

our September 2005 Annual Meetings of Governors. A sense is

already emerging that the IME in its continuing evolution, must

remain grounded in its core mandate, laid out 6t years ago in the

Fund s Articles of Agreement-to promote international monetary

cooperation; to foster the balanced growth of international trade;

to promote exchange rate stability; to assist in the functioning of a

multilateral system of payments; to promote macroeconomic and

financial stability, which is essential for sustained growth; and to

help countries deal with balance of payments difficulties. Over the

past six decades, as international economic integration and inter

dependence have increased, the presence of an organization and

forum with these purposes-an organization that is international,

now virtually global, where countries come together with their

naturally different perspectives to cooperate on economic and

financial mafters-has become more and more relevant to the

world's needs. Our challenge is to further enhance the lMFs effec-

tiveness in serving these purposes, including by ensuring that the

Fund is as up-to-date as the rapidly evolving global economy and

financial system.
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to the Board of Governors

August 18,2005

Dear Mr. Chairman:

I have the honor to present to the Board of Governons the Annual Report of the Becutive Board for the financial

par ended Apdl 30, 2005, in accordance with Article Xl, Section 7(a) of the Articles of Agreement of the lnterna-

tional Monetary Fund and Sectlon 10 of the lMPs By-l-aws. ln accordance with Section 20 of the By-Laws, the

administratir/e and capltal budgets of the IMF apprwed by the Executive Board for the financial year ending April

30, 2006, are presented in Chapter 7.The audited financial statements for the year ended April 30, 2005, of the

General Department, the SDR Department, and the accounts administered by the IME togpther with reports of the

external audit flrm thereon, are presented in Appendix Vll,

A1 ) A"t^ /
Roddgo de Rato

Managing Director and

Chair of the *ecutive Board
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t he IMPs 2005 flnanclalyear, the perlod covercd by thls

Annual Report,r mar*ed an lmportant stage ln the Fund's

development.Ihe 60th annlvercary of the July 1944 Bretton

Woods Confercnce, at whlch the establlshment of the IMF and

the Wbrld Bank was agleed, was a notable landmark for these

lnstltutlons. Rodrlgo de Rato was appolnted by the Executlve

Board to be the Managlng Dlrector of the IMF beglnnlng ln

June 2004, and under hls leaderchlp the Fund embarked on

a broad strate$c revlew of lts actlvltles. ln addltlon, several

other, speclflcally targeted, revlews alrcady under rvay were

concluded.

Ihe lMFs work durlng the year covered by thls report ls set out In

detall In subsequent chapters.Ihe Fund's work ls largely dlctated

by developments ln the world economy and ln the economles of

Its 184 member countrles, and by the need to antlclpate the

challenges that these developments pose.Ihe alm of thls lntrc-

ductory chapter Is to glve a brlef overvlew of the Fund's acthltles

and to set them ln the context ofglobal economlc developments.

World economy

The past year saw the most rapid global growth in three decades,

with improved economic performance in almost every region of the

world, subdued inflation, and a marked absence of serious financial

crises.There was thus a very favorable international environment for

the IMF's operations. Yet the going was not entirely smooth: oil prices

rose sharply and substantially; there were continuing geopolitical

uncertaintles; global payments imbalances widened further; and

many of the Fund's member countries continued to grapple with sig-

nificant social and economic problems, including poverty.

At the same time, the benign global economic situation and outlook

provided an important opportunity to introduce and implement the

economic reforms needed to tackle deep-seated problems. lt also

provided an opportunity for the Fund to embark on a broad examina-

tion of its strategic direction, aimed at assessing its role and activi-

ties in the evolving circumstances of the years ahead.

The IMF's 2005 financial year was a period of remarkable expansion

for the global economy. At 5.1 percent in calendar 2004, annual

growth was the fastest in nearly thirty years. ln the first quarter of

2005 (the final calendar quarter ofthe Fund's financial year), growth

remained more buoyant than had been expected. Even more striking,

and additionally welcome, was the extent to which this rapid growth

was experienced by all regions ofthe world, including those, such as

Latin America, the Middle East, and sub-Saharan Africa, where

growth performance had tended to lag well behind.

Among the industrial countries, the United States continued to be

the most rapidly growing economy, maintaining its strong recovery

from the modest downturn of200L-02 and continuingto underpin

the global expansion. ln Japan, the economic recovery that began in

2003 paused in mid- and late 2004 but regained momentum in

early 2005. Growth in the euro area continued to be disappointing,

with domestic demand remaining weak, especially in Germany.

Most emerging market and developing countries recorded relatively

rapid growth. ln Asia, growth in the region as a whole was fueled by

continuing strong expansion in China and rapid growth in lndia.

Emerging Asia was the fastest-growing region during the period. ButlMay 1, 2004-April 30, 2005 (FY2005).

xt
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in Latin America there was evidence of strong recovery in most parts

of the continent; the Middle East recorded higher growth than

expected; and growth in sub-Saharan Africa was more rapid than at

any time over the past eight years. And in spite of the sluggish growth

performance of their close trading partners in the euro area, the

countries of the Commonwealth of lndependent States (ClS) contin-

ued to experience strong expansion.

World trade grew even faster than output, by 9 percent in 2004,

continuing the long-term tendency for trade to expand relative to

output, and underlinlng the contributlon that the expansion of

trade has consistently made to economic growth. ln early 2005,

however, there were signs of a slowdown in the growth of trade,

possibly related to slower expansion in manufacturing in a number

of countries.

lnflation increased slightly in most parts of the world compared with

2003 but generally remained subdued, which also contributed to the

strong global expansion. lt has become increasingly clear in recent

decades that low inflation is essential for sustained and rapid

growth, which in turn provides the most reliable route to the lasting

reduction of poverty that is an important priority for many of the

IMF's members.

The strong global expansion, and especially its widespread nature,

owed much to the adoption in many countries of appropriate poli-

cies. ln recent years, there has been a growing recognition of the

imponance of establishing a stable macroeconomic framework as a

precondition for strong growth that can be sustained over a long

period. Sound macroeconomic policies make it easier for countries

to withstand the downturns that are an inevitable part of the eco-

nomic cycle.They also increase an economy's resilience in the face

of shocks.

ever, two issues threatened t0 cast a shadow over the world

economic outlook: higher oil prices and large global payments

imbalances.

Rising oil prices posed risks for oil-importing countries, and were

especially painful for low-income countries. The extent of the prob-

lems that higher energy prices posed in different countries

depended on the energy intensity of production and consumption,

the impact on the terms of trade, and economies'flexibility in

responding to shocks. The experience of earlier oil prlce shocks had

underlined the risks of higher prices for oil-exporting countries as

well. Rising oil revenues have tended to tempt policymakers to relax

fiscal discipline more than is desirable. History has shown that

dealing with oil revenue windfalls while preserving macroeconomic

stability is a difficult challenge for governments in both industrial

and developing countries.

Concern about the possibility of a sudden adjustment of global pay-

ments imbalances continued to preoccupy the IMF and many policy-

makers during FY2005. The large and rising U.S. current account

deficit, and the conesponding surpluses in Japan, emergingAsia, the

oil-producing countries of the Middle East, and other countries, were

the focus of these concerns. The IMF made its view clear that resolv-

ing these imbalances is a shared responslbility of the international

community and endorsed a broad strategy that included medium-

term fiscal consolidation in the United States, continued structural

reforms to boost growth of demand and output in Europe and Japan,

and, in emerging Asia, steps toward greater exchange rate flexibility,

supported by continued financial sector reform.There was wide-

spread agreement that implementation of this strategy would help

correct these imbalances in an orderly manner and avoid a sudden

and painful adjustment.

Globaleconomic risks

The rapld growth of the world economy in FY2005 brought opportuni-

ties and challenges for the IMF's members and the IMF itself. How-

ln the event, concerns that rising oil prices and global imbalances

would undermine global growth did not materialize during the period

under review; but nor did they dlssipate. lf high oil prices persist,

some countries will remain more vulnerable than they otherwise

xii



would be. And wrthout widespread policy adjustments, global rmbal-

ances continue to pose risks for future global growth.

At the same time, the expansion of the world economy brought

opportunrties. The most important of these in the short term was

the chance for many countries to take the polcy measures neces-

sary to make current growth rates sustatnable, and then to go fur

ther and raise the sustainable growth rate, These include the

adoption of fiscal policies that curb budget defrcits and make

possible countercyclrcal policies during downturns. Many rndustrial

and developrng countries have budget deficits that are uncomfort-

ably large for the peak of a cycle, which restricts their room for

maneuver in the event of a downturn. lmproving long-term growth

potential also requires removing the structural impedrments to more

rapid growth-freeing up labor and product markets, and liberalizng

trade. Such policy adJUstments would benefit both rndustrial and

developing countries.

Strengthening fiscal policy and takrng steps to make economies

more flexible and thus capable of faster expansion rnevrtably pose

difficult political challenges for policymakers who have to account to

their electorates, especially given that reforms take time to deliver

tangible benefits in terms of growth. Although history shows that nec-

essary changes are sometrmes implemented at times of economrc

difficulty, when pressure for ad1ustment is strong, periods of relatively

rapid global expansion should offer the best environment in which to

pursue economic reforms.

This is equally true of the longer-term reform agenda, where it has

become rncreasingly clear that looming demographic changes pose

important challenges for a large number of IMF member countries.

The fraction of post-retirement-age dependents in the population is

already rising in many industrial economies; and some large emerg-

ing market economies, such as China and Korea, wrll also see therr

dependency ratios-defined as the number of retirees expressed as a

percentage of the workforce-rise sharply in the short to medium

term. ln other emerging market economies, the full impact of these

0verview

demographic changes will not be felt for some time, but in many of

these countries the public finances are already under strain because

of existing pension arrangements that are undedunded. There rs

increasing evidence that confronting these demographic problems

sooner rather than later will mean that the adjustments, whether to

pension contributions, benefits, or the retirement age (or a combina-

tion of all three), can be much more modest than rf remedial action

is postponed.

The work of the Fund

The IMF's mandate is clearly defined by rts Articles of Agreement:

to promote macroeconomic and financial stabrlity at the global

and natronal levels, to promote international monetary cooperation

in the interests of all its members, to foster a hberal system of

trade and payments, and to prevent rnternational crises, as far as

possible.The aims are clear, but how they are best achieved

inevitably evolves over time. The Fund is, and must remain, a learn-

ing insiltution, seeking to strengthen its work, includrng by lrsten-

ing to, and learning from, its offrcial and nonofficial interlocutors.

It seeks to adapt on the basrs of experience. But it also seeks to

work pre-emptively, by antrcrpating challenges and responding

to them in a timely manner-an rmportant part of its crisis preven-

tion work.

ln FY2005, in the global context described above, an important chal-

lenge forthe Fund was to continue to be an effectrve advocate for

policies, includrng reforms, that, at the national level, would foster

macroeconomic stabilrty, rapid growth, risrng lrvrng standards, and

poverty reduction, and to argue the case for pre-emptive action in an

unusually favorable global economic environment.

The IMF's surveillance work, one of its core actrvitres, remains the

principal channel for the advocacy of appropriate policies. As Chap-

ter 1 outlines in more detail, the Fund's surveillance work has three

drmensions: global, regional, and national. At the global level,

through instruments such as lne World Economrc )utlook and the

xil
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Global Financial Stability Report, the Fund assesses the interna-

tional outlook and examines and highlights the risks to its central

projections. At the regional and national levels, principally through its

work on Article lV consultations, the Fund assesses national policies

and objectives, and the accompanying risks, and provides advice on

appropriate responses.

IMF policy advice, provided by the Executive Board in the context of

Article lV consultations, reflected the concerns highlighted earlier

about rising oil prices and global imbalances. ln preparingArticle lV

reports on countries where macroeconomic stability had yet to be

achieved, Fund staff focused on the need to ensure that policies

were directed to implementing appropriate fiscal reforms, lowering

inflation, and creating the conditions for sustained and fast-paced

growth. ln the many other member countries where a stable macro-

economic framework was in place, Fund advice was directed more

toward ensuring the implementation of structural reforms aimed at

medium-term sustainability and at raising potential output and

growth. Attention was also paid to longer-term issues such as

demographic changes. IMF staff, and the Executive Board, always

seek to be constructive when identifying policy weaknesses and to

identify superior alternatives. Staff and the Board also strive to

endorse sound macroeconomic policies identified in Article lV

consultations.

ln addition to its operations with member countries, the IMF in

FY2005 reviewed its own activities on several fronts.The core

responsibilities of the IME as envisaged by its founders more than

sixty years ago, remain essential for the effective functioning of the

global economic and financial systems. Butjust as national

economies and economic policies must adapt to keep pace with

global economic developments, the Fund, too, must be ready

constantly to review the ways in which it conducts its business, so

that it can best serve its member countries. IMF advice to its

members stresses the importance of continuous evolution, and this

is a fitting principle for the Fund to apply to its own work and work-

ing methods.Transparency, which has become a vital ingredient of

the IMF's work over the past decade, has enabled the Fund to con-

duct large-scale reviews of its activities in an open manner, alert to

the needs of all its members while avoiding the impression of

undue introspection.

FY2005 saw the conclusion of a number of specific reviews targeting

different aspects of the lMPs work. Central among these were the

biennial review of the Fund's surveillance work, including an assess-

ment of the increasing importance of financial sector surveillance

(described in Chapter 2), and a new review of conditionality, the first

since 2000-02 (Chapter 3). Reports from the lndependent Evalua-

tion office provided the opportunity to review, for example, the grow-

ing role of lMFtechnical assistance and the Fund's role in the run-up

to the crisis in Argentina in 2001.

More fundamentally, the IMF has taken advantage of the opportunity

provided by the relatively favorable global economic environment

to embark on a major review of its strategic direction. Such a stock-

taking is timely.The global economic and financial system has

evolved rapidly in the last decade or two, and the Fund has made

considerable changes in response, especially in the past decade,

as part of broader reforms of the international financial architec-

ture. With these initiatives maturing, the time has come to step

back and review the challenges ahead.The strategic review was

started in 2004, and work on the Fund's medium-term strategy-

intended as a guide to decision making on the medium-term

budgetary framework and work program-is due to be completed in

time for the Annual Meetings in September 2005, when the conclu-

sions will be considered by the lnternational Monetary and Finan-

cial Committee (IMFC).

The strategic review is anchored in a shared understanding ofthe

lMPs purposes: it became clear at a very early stage in the review

process that the Board is generally agreed on the Fund's core mis-

sion, as set out in the Articles ofAgreement. But the Fund needs to

have clear priorities if it is to achieve its principal aims in an effective

manner. The focus of the strategic review is on how the IMF can best
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fulfill its mandate; it aims to develop priorities for the Fund's future

actrvrtres, and to identify trade-offs and possible organizational

changes. Adopting a medium-term budgetary framework is a key

component of this effort, which will enable priorities to be deter-

mined and kept under review.

Thus surveillance, financial support, and technical assistance will

remain the principal components of the Fund's work. But their effec-

tiveness will depend on their continurng evolution to meet the chang-

ing global financial environment and the changing needs of member

countries.The rapid growth of private capital flows, for example, has

had a major impact on the international financial system. Such capi-

tal flows can improve both access to investment capital, for industrial

and developing countries, and the efficiency of resource allocation.

But they can also pose important risks, for individual countries and

for the world economy as a whole.

The increasing interdependence of economies has made it more

important than ever for the rnternational community to help coun-

tries implement policies that will promote domestic and global

prospenty.The IME with its virtually global membership and man-

date to promote international monetary cooperation and sound

economic and financial policies, is the natural forum for multilateral

cooperation to promote stability and growth rn the world economy.

It has a responsibility to help countries get therr macroeconomic

polcies and institutions right-a responsibility that shines a spot-

light on the quality, persuasiveness, and focus of its policy advice.

A special challenge in this regard, parUcularly given the increased

appreciation in recent years of the importance for stability and

growth of a broad range of structural and institutional factors, is

for the Fund to be focused in its operations on the issues that

matter most in each member country, while maintaining evenhand-

edness of treatment. ln a world of increasingly integrated capital

markets, it is also important that the Fund continue to develop its

understanding of capital flows and therr imphcations. This will

strengthen the basis for its advice to members on ways to foster

sound domestic financial systems, to gain access to the interna-

0verview

tional capital markets, and to reduce vulnerability to capital

account shocks and volatility.

Work on the strategic review has underlined the impoftance of the

IMF's work in low-income countries: how can the Fund do more to

support these countries, especially in helping them achreve the Mil-

lennium Development Goals? The Poverty Reduction Strategy

process is one ofthe tools thatthe Fund uses to meet its responsi-

bilities in this area.The improved macroeconomic performance of

some low-income countries during the period under review in this

report reflected rn part the widespread recognition that macroeco-

nomic stabrlrty is a prerequisite for raising growth rates to levels that,

sustained, can lead to significant and lasting poverty reduction. And

macroeconomic reforms in many poor countries have already

brought benefits, such as lower inflation and more raprd growth and

poverty reduction. ln this context, additional transfers from the donor

community could help some low-rncome members build on the

progress achieved thus far, provided these are used to buttress poli-

cies promoting sustained growth and not substitute for them. A chal-

lenge for the Fund remains to identify clearly how its activities-its

surveillance, its financing instruments, the design of the programs it

supports, its technical assistance, and, potentially, further debt

rehef-should be shaped to meet the special circumstances of these

countries.

The strategrc revrew has also reconfirmed that providing temporary

financial assistance to members with short-term balance of pay-

ments problems remains a central element of the IMF's work. The

Fund is continually working to ensure that rts financial resources are

used efficiently and in a way that best meets the needs of the

membership as a whole.This means that the revolving character of

IMF resources must be protected and that countries should "exrt"

from Fund financial support as and when they are able to do so.

The Fund must structure its lendrng rnstruments accordingly, and

the maturities and charges associated with IMF financial assis-

tance-which are being reviewed in FY2006-are an important ele-

ment in this respect. More broadly, challenges remain in forging a
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more solid consensus on the appropriate circumstances and scale

of Fund lending, including in cases where countries need a signal of

policy soundness rather than financing, and in cases of capital

account crises.

The past year was, in some ways, one of intense reflection for the

IME and this will continue as some of the questions highlighted in

the strategic review are explored in more detail. Such reflection is

appropriate for an institution that seeks continuously to be ready to

serve the needs of its members, and of the international financial

system as a whole, in a rapidly changing global economy.To cany

out those responsibilities effectively requires a readiness, and an

ability, to adapt to changing circumstances-sometimes very quickly.

Having a medium-term framework that permits the Fund to establish

priorities, and to alterthem in a transparentway, could have a pro-

found and positive impact.

XVI
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urveillance is one of the IMF's three main activi-
ties, the other two being financial and technical

assistance to its member countries. But whereas financial
and technical assistance-discussed in Chapters 3 through
6-are provided only to countries that request and need

them, the IMF's surveillance applies continuously to the

economies of all member countries and to the global econ-
omy and financial system. The IMF's responsibilities in this
area, set out in Article IV of its Articles of Agreement, are

to oversee the international monetary system to ensure its
effective operation, and to oversee the compliance of each

member country with its obligations to collaborate with
the IMF and other members to promote an orderly and

stable system of exchange rates, broader financial and eco-

nomic stability, and sound economic growth. It is mainly
through its surveillance operations that the IMF works to
help prevent financial and economic crises.

The IMF conducts surveillance by monitoring economic
and financial developments and consulting with the author-
ities of member countries. Surveillance is conducted at the
global, country, and regional levels.

In its global (or "multilateral" ) surveillance, the IMF
monitors economic conditions and developments in
international capital markets and assesses the global
effects of major economic and financial developments,
such as oil market conditions or external imbalances.
IMF management and staff also take part in economic
policy discussions among finance ministers, central bank
governors, and other officials in a variety of groups, such
as the Group of Seven (G-7) major industrial countries,
the Group of Twenty (G-20) industrial and emerging
market countries, and the Group of 2a (G-2a) developing
countries.

lnits country (or "bilateral") surueillance, the IMF main-
tains a dialogue with each member country on develop-
ments in its economy and on the national and international
implications of its economic and financial policies.

lnits regional surveillance, the IMF examines the policies
pursued under regional arrangements, such as in the euro
area, the Eastern Caribbean Currency Union (ECCU), and

the West African Economic and Monetary Union
(WAEMU), as well as the regional implications of global

developments.

Following are some highlights of IMF surveillance rn
FY2005 (for a summary of key economic and financial
developments in FY2005, see Box 1.1):

r The Executive Board's twice-yearly comprehensive assess-

ments of the World Economic Outlook-in September
2004 and March 2005-focused particularly on policies to
address global current account imbalances, the implica-
tions of an upturn in global interest rates, and oil market
developments. In their March 2005 discussion, Directors
saw solid growth ahead for the rest of the year, but with
risks from an increasingly unbalanced expansion, a signif-
icant tightening of financial market conditions, and a fur-
ther sharp rise in oil prices.

r The August2004 and March 2005 Board reviews of finan-
cial market developments, as published in the twice-yearly
Global Financial Stability Report, cited the increased

resilience of the global financial system but also noted that
the risks of market corrections had increased, owing to
overabundant liquidity and lower risk premiums.

r At a seminar in March 2005 on oil market conditions,
Directors agreed that the market was likely to remain
tight for the foreseeable future, given the continued rise

in global demand, the peaking of non-OPEC oil output,
and the potential for supply disruptions.

r The IMF completed consultations with 130 individual
member countries. In a number of cases, these consulta-
tions featured a strategic stocktaking, supported by ex

post assessments in countries with Fund-supported
adjustment programs over longer periods.

r Regional surveillance ofcurrency unions in FY2005

included assessments by the Board of developments in
the euro area, the Eastern Caribbean Currenry Union,
and the West African Economic and Monetary Union.

Global surveillance

The IMF's Executive Board conducts global surveillance
through its reviews of world economic and financial market
developments and prospects. These reviews are based partly
on the staff's World Economic Outlook (WEO) reports and
Global Financial Stability Reports (GFSRs), both of which

3
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@ Key economlc and flnancialdevelopments, May 2004-April2005

Global economic gowth in 2004, at 5.1 per-

cent, was the strongest in three decades (Fig-

ure 1.1). Particularly heartening was the strong

performance of many of the poorest countries,

includinS in sub-Saharan Africa, where average

growth was the highest in nearly a decade.

After exceptionally strong growth in 2004,
global growth moderated somewhat in early

2005 but remained solld.Ihe overall picture,

however, hides growing divergences across

reglons, wlth the United States and China con-

tlnulng to lead the recovery followed by robust

gowth in emerging market and developing

countries. By contrast, the recovery remained

subpar in the euro area and Japan in mid- and

late 2004.Ihese developments were associ-

ated with widening current account imbalances

and U.S. dollardepreciation,The gowth of

world tnde volumes moderated after their

early 2004 surge, bringing them back toward

trend. Net private capital flows to developing

countries increased as net portfolio investment

and foreign direct investment (FDl) continued

to rise in 2004.

Although the global recovery generally

strenghened, growth continued to diverge

among key countries. ln the United States, the

soft spot identified in the second quarter of

2004 had largely disappeared by year-end.The

flrst quarter of 2005 saw some moderation,

but the annual growth rate remained at

3% percent. Real GDP growth in Chlna

remalned very strong, with some slowdown in

lnvestment offset by increases in net exports

and consumption,ln lapan, the recovery

cases-except Maldives and, to a lesser

extent, Sri Lanka-the impact on GDP growth

was small. Regional growth in early 2005 was

relatively strong, with the expansion in China

remaining robust. lndia's growth slowed mod-

estly during FY2005, with the impact of

uneven monsoons and higher oil prices offset

by buoyant industrial activity and strong

investment.

During FY2005, as a group, central and east-

ern Europe enjoyed the strongest growth since

the beginning of transition. Current account

deflcits widened further as rapid credit growth

and expansionary fiscal policies fueled

imports. Net FDI inflows continued to represent

an important source of funds, but more ambi-

tious flscal consolidation was needed in sev-

eral countries, along with continued reform

efforts to improve the business climate and

encourage domestic saving. Rising oil prices

throughout much of FY2005, as well as posi-

tive domestic factors, increased growth in the

oil-exporting countries of the former Soviet

Union. oil importers in the region also experi-

enced strong GDP gowth stemming from

robust domestic demand.

ln 2004, growth in lhe Middle East benefited

from rising oil prices and higher oil production

in the face of increasingly thin margins of

excess capacity, With oil prices remaining

high in early 2005, the outlook remained

positive.The situation permitted some of

these countries to initiate needed reforms to

boost medium-term growth and increase

employment for their rapidly growing

Trend 1970-2004

@ World real GDP growth and trade volume

(Annual percent change)

stalled in mid- and late 2004; while it recov-

ered strongly in the first quarter of 2005, tem-

porary factors appearto have been at play.

GDP growth in the euro area slowed in the

course of 2004 but picked up slightly in the

flrst quarter of 2005. High oil prices and the

lagged effects of the appreciation of the euro

took their toll on net exports, whereas low

income growth and lackluster private consump-

tion growth held domestic demand in check.

ln FY2005, GDP growth accelerated in nearly

all emerging market regions. ln many cases,

the recoveries became increasingly driven by

domestic demand, with less dependence on

the external environment.

Growth in Latin America continued to exceed

expectations, aided by high commodity prices,

improved external confidence, progress with

structural reforms, and, in some cases,

rebounds from earlier crisis-induced slow-

downs. Growth picked up in Argentina, Brazil,

and several other countries, but political

uncertainties continued to undermine growth

in others.

Growth in emergingAsia, excluding China,

moderated somewhat during FY2005, reflect-

ing the moderation in the global expansion, a

correction in the semiconductor market, and

higher oil prices. Developments in the first

quarter of 2005 were dominated by the

catastrophic tsunami and the associated

devastating loss of human life and property

in lndia, lndonesia, Sri Lanka,Thailand, and

several other countries. However, in most
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Surveillance in action during FY2005 | '

wofldng-age populatlons, but more needs t0

be done.

Grcwth ln Afrlca stengthened durlng F\2005,

support€d by lmpued macroeconomlc poli-

cies, favoiable weather condhlons, fewer con-

frlds, and debt rellef under th6 HIPC (Heavlly

lndebted Poor Countrles) lnltlatlve. Hlgher

prlces for oil and, to a lesser sxtent nonfuel

commodltles slso helped sustaln hl8h trowth ln

a number of commodlty-upoftlng counties.

Wlth the flrmlng global economlc rccovery

demand for commodities contlnu€d to put

prcssure on prlces-especlally for fuels and

most metals,0ll prlces rcse dramatcally, sur-

passlng lovels seen the par beforc, owing to

continued supply constraints as well as t0

hlgher demand, Consumer prlce lnflatlon rose

modestly in a number of countrles, but long-

term infl ationary expectauons remalned

anchored, Ihe dollar depreclated durlng the ffs"

cal par on a trade-weighted basls, but most of

the movement occurred ln the flnal quarter of

2004 wlth the dollartrading ln a narrow riange

during early 2005. As before, appreclation of

the eurc and other industrial country currcn-

cies formed most of the counterpart to the

dolla/s slide. While some emerglng market

cunencies appreclated agalnst the dollar,

othens remalned less flexlble.

Monetary pollcles remalned somewhat accom-

modatlve ln most countdes. However, with infla-

tlon rislng, many countrles, most notably the

United States, ralsed interest rates. Fisca/ polr'-

cles werc varied, Although the llscal stance in

(May 2004 - 100)

720 -

the Unlted Statss was broadly unchangod, the

commltmont to halvlng the deflclt o,er tho next

four years remalns flrm. ln the 6urc arca, flscal

pollcles were broadly neuual, dellwdng almost

no consolldatlon.

ln lhe nalor ffnanclal matuets, conrlltlons

remalned bsnlgn. Favorable economlc funda-

mentals, includlng s,\pectatlons for solid, lf slor-
lng, Ero$^h, well-anchoGd inllauon expectatlons,

sustalned corpoiats balance sheet suength ln

tho a&anced economles, and conUnued

improvements ln the crcdlt quality of emerglng

market boroweE supportod financlal market

stablllty. Agalnst thls backdrop, llnanclal marlat

wlaUllty, goamment bond yields ln maturc mar-

keB, and global crcdlt spreads rcmalned low.

At€r rallylng durlng FY2004, global equlty mar-

kets remalned tr€ndless, fadlng ln narrow

ranges throughout the flnancial y€ar, partly

reflecting feas of slower growth because of ds-

lng oll prlces (Figur€ 1.2). Actual marl€t

volatility and the volatlllty lmplied by optlons

on a range of flnanclal assets stayed low.The

S&P 500 rose 10.4 percent befor€ reuaclng

most of thess gains as interest rate expecta-

tons changed near the end of fie flnanclal

par and high oil prlces dampened confldence.

European equltles followed a slmllar pattern,

rlslng 17.7 percent from their mld-2004 trough

beforc surrenderlng part of those galns by the

end of the ffnanclal !€ar. ln Japan, stocks nal-

lled 12.3 percent tom tieir october 2004

trough, as the growth of the Japanese economy

strenghened, before falllng back to end the

year down 6.4 percent

(ln bas,s points)
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Latin America

EMBI Globall

Topix

400 -

After a sell-0fr ln May 2004, amed,lng,martaB

enjoyed an exceptlonally favorable economlc

and f,nanclng onvlronmont ln the pmalndcr of

2004 and early 2005. lntoBst ratos and crudlt

spmads rcmalned low. Wth llquldtty abund6nt,

lnvestor appetite fur new lsues fiom cmeglng

marfiet bonowers was qulta strong, permlttlng

a hlgh level of lssuance at low cost Drlwn by

lmprwlng fundamsntals, a bnlSn 6xt0md

omlmnment, and abundant llquldlty, tho

spr€ad on the EMBI Global fell fmm 549 basls

polnts ln May 2004 to a noar-rscord low of

322 basis polnrs ln March 2005 (Flgure 1,3).

Low nomlnal gelds and stmng lm/ostor domand

facllltated lncr€assd bond lssuanca by omgrg-

lng mailGt boroueE, as marry soughtto lock

ln attractlve frnanclng costs by profntnclng

thalr future fundlng r€qulr€monts. Prlmary dobt

mark€t lssuanco totalod some $49 bllllon ln

January-April 2005, corerlng nearly 80 percent

of the llnancing needs of emeElng marlGt

countdes hr the calendar year.

Prlmary issuance of Bqultles ln emerglng mar-

kets was also strong durlng the flnanclsl Far
and contlnued to b6 domlnated by Asla. lmpor-

tantly, in FY2005, fie lNestor base br om6l8-

lng market issuens upanded; lnstltutlonal

investols globally found thom attrastlva ln vlow

of low lnterest rates in matuE marlots and

ths attractlrc rlsk-adjusted retums as thelr

cr€dh raUngs werc upgndod acrcss a broad

spectrum. Another dq/olopment rvor$ notlng

was the interest of forelgn lnv6st0rs ln tho

dom€stlc currency bonds of emerglng markst

economies.
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Since the mid-1990s, Canada has had the fastest growth and strongest

budget position of the large industrial countries. lts impressive perform-

ance has been supported by a strong macroeconomic framework com-
prising inflation targeting and the fiscal objective of a "balanced budget

or bettef and by reforms that include a restructuring of the employment

insurance system, tax cuts, and trade liberalization. Canada's Article lV

consultation with the Fund, which was completed in February 2005,

focused on the challenges stemming from the rapid appreciation of the

Canadian dollar and the aging of the Canadian population.

Domestic demand has remained robust, supported by buoyant house-

hold spending, employment gains, and increases in net wealth, while

business investment has expanded rapidly, boosted by strong corporate

earnings, low interest rates, and a decline in the cost of imported capi-

tal goods. However, the fast-paced appreciation of the Canadian dollar

in the second half of 2004 weighed on net exports. As a result, the

Bank of Canada kept monetary policy steady after moves to tighten it in

September and october 2004. The year-on-year core inflation rate was

a subdued 13la percent in April 2005, slightly below the 2 percent mid-

point of the Bank of Canada's target range.

The goal of a 'balanced budget or betef has continued to drive fiscal

policy, which was strengthened in 2004 by the addition of a medium-

term debt target. As a result, the ratio of government debt to GDP is pro-

jected to continue falling, helping Canada prepare for the fiscal costs of

its aging population. However, the budget for Canada's fiscal year 2005

leaves little room for maneuver if unfavorable fiscal developments occur.

With the public pension system on a sound financial footing,the coun-

try's main long-term fiscal challenge is to curb cost increases in the

health care system. ln addition, there remains considerable scope for

further structural reform, including in the tax system and social pro-

grams, to increase economic efficiency and flexibility.

Canada-lMF actlvltles ln FY2005

February 2005 Completion of the 2005 Article lV Consultation

discussions

are usually prepared and published twice a year, ahead of
the meetings of the International Monetary and Financial
Comrnittee, for which they provide documentation. The
l4lEO reports provide analysis of global economic prospects
and the policies appropriate in different countries, while the
GFSRs analyze developrnents and risks in international cap-
ital n.rarkets. The Board also holds more frequent and infor-
mal discussions of world economic and financial market
developments, and IMF staff continu<lusly monitrlr devel-
opments in mature and emerging financial markets, as well
as economic developnrents globally.

World Economic Outlook

World Economic )utlook, September 2004

In their Septernber 2(X)4 discussion of the \{orld Ecorrorrric

Outlook,t Executive [)irectors notecl that the global recovery
had rernained solid, with economic growth for 2004 pro-
jected to reach its highcst rate in nearly 30 years.'fhe expan-
sion was underpinnecl by continuecl accommodative
macroeconomic policies, rising corprlrate profitability, and
wealth effects fronr rising equity and house prices. Global
growth remainecl driven by the United States, with strong
support from Asia, particularly China. Activity in Latin
America and some other emerging n.rarkets had also picked
up strongly, the outlook for Africa had improved, irnd eco-

nomic momentum was growing in the euro area. [)irectors
called on policymakers to take advantage of the cyclical
expansion to address key medium-term vulnerabilities by
taking the following measures:

r Tackling global inrbalances. Eliminating these would
require medium-term fiscal consolidation in the United
States to increase dornestic saving; structural reforms to
boost growth in Europe, fapan, and elsewhere; and steps

toward greater exchange rate flexibility in Asia.

r Quickening the pace of structural refbrms to boost eco-

nornic flexibility ancl resilience, so that countries are well
positioned to expklit the opportunities from globaliz-a-

tion and the ir.rfornration technoklgy revolution, wl.rile

their resistance to firture shocks is strer.rgthened. Noting
the key role of open m:rrkets in pron.roting conrpctitive-
ness and efficiency, [)irectors looked frlrward to far-
reaching trade liberalizirtion unclcr the Doha llound of
tracle negotiations.

r Strengthening nreclium-tern.r flscal positions in botl.r

industrial and developing countries. This would require a

lFor tlrc srrrt.tnrary ol- thc Iirartl's discussion, scc tttt'rr.in.l'.org/sttrnil/pubs,/

.lt/wt:o/)004/02/pdJ/annt'r.pdl; the report can lrc firund irl ttww.irtrl.org/

e xt c n n l/ p ulr s /ft/ wttt / 2001 /0 2 / i n dex. h t n.
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combination of fiscal consolidation, while allowing auto-
matic stabilizers to work; structural measures, including
tax reform and stronger public expenditure frameworks,
to improve debt sustainability; and reform of pension

and health care systems.

In discussing the industrial countries in September 2004,

Directors welcomed the staff's analysis of the global boom

in house prices and the impact that rising interest rates in
industrial countries might have on housing markets. Direc-
tors noted that the analysis, reflecting linkages in economic

activity and interest rates, showed a remarkable degree of
synchronization of house prices across industrial countries
(although they recognized the limitations of the data). Given

the importance of house prices for private consumption,
through wealth and credit channels, many Directors sug-

gested that policymakers should monitor developments in
the housing market closely. A tightening of monetary poliry
during the transition to a more neutral policy stance could
trigger a slowing or reversal of the growth in house prices.

Directors also welcomed the staff's analysis of demographic

change. To meet the demographic challenges from popula-
tion aging, industrial countries had to boost labor supply,

saving, and productivity. Given the size of prospective

demographic changes, this required a combination of
reforms to be politically acceptable. Particularly important
was the selection of reforms, especially with respect to pen-

sion and health care systems: they would have to be resilient
to a wide range of possible future demographic changes.

For developing countries, the key policy priorities were to
increase the flexibility of labor and product markets and

ensure that labor resources and savings were effectively

utilized. These countries had to move early to lay the

groundwork for eventual population aging, including by
strengthening pension and health care systems. This was

particularly challenging in countries whose medium-term
fiscal positions were already strained. Directors agreed that
the effectiveness of actions to facilitate movements of goods,

capital, and labor smoothly and efficiently across countries

would significantly influence the pace, and pattern, of global

adjustment to different rates of population aging.

World Economic )utlook, March 2005

At their March 2005 discussion of the World Economic Out-
look,2 Executive Directors noted that the global expansion

remained broadly on track, underpinned by generally sup-

portive macroeconomic policies and benign financial mar-
ket conditions. Following a strong performance in 2004,

growth was expected to moderate to a more sustainable

2For the summary of the Board's discussion, see www.imf.org/external/pubs/

ft/weo/2005/01/pdf/annex.pdf; the report can be found at www.imf.org/

external/ p ub s / ft /w eo / 200 5 / 0 1 / ind ex. h tm.
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pace in 2005. At the same time, the expansion had become
less balanced-with growth strong in the United States,

China, and most emerging market and developing countries
but disappointing in Europe and lapan.

Globally, inflationary pressures remained relatively sub-

dued. With monetary tightening under way in most
economies in advanced stages of recovery and generally

moderate inflation expectations, inflation was expected to
remain well contained. Still, Directors felt that inflation
risks required careful monitoring, with due regard to rising
unit labor costs in many industrial countries as labor mar-
kets tighten, and to monetary poliry implementation in a

number of emerging markets with strong external inflows.

Looking ahead, Directors felt that the more moderate but
still solid global growth in 2005 would be underpinned by
accommodative macroeconomic policies, improving corpo-
rate balance sheets, supportive financial market conditions,
a gradual rise in employment, and continued strong growth
in China. The key risks to the short-term outlook were

r the increasingly unbalanced nature of the expansion, with
global growth significantly dependent on the United
States and China;

r a significant tightening of financial market conditions,
which could hurt U.S. domestic demand, prompt finan-
cial market deleveraging and asset price corrections more
broadly, and lead to a deterioration in emerging market
fi nancing conditions; and

r a further sharp increase in oil prices (see below under
"Oil market developments").

As to global current account imbalances, Directors were

concerned about their further widening over the past year,

and a number cautioned that this might increase the risk of
abrupt movements in exchange rates. Directors noted that
the strategy to support an orderly adjustment in these

imbalances had been broadly agreed. Among the key ele-

ments were fiscal consolidation in the United States; steps

toward greater exchange rate flexibility, supported by con-
tinued financial sector reform, in emerging Asia; and con-
tinued structural reforms to boost growth and domestic

demand in Japan and Europe. Directors reiterated the col-
lective responsibility of the membership to ensure that the

strategy was implemented in a timely and effective manner.

A number of key medium-term issues that needed to be

addressed were identified.

1. Fiscal positions in many countries remained very diffi-
cult, particularly against the backdrop of global popula-
tion aging, and posed a threat to medium-term
macroeconomic stability.

2. Structural reforms had to be advanced to remove rigidi-
ties and enable domestic economies to take full advan-

tage of the opportunities provided by globalization.

7
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3. Successful and appropriately ambitious trade liberaliza-
tion on the part of all countries under the Doha Round-
including improved market access for developing
countries-was critical for supporting medium-term
global growth. Key issues remained to be resolved in
agriculture, and faster progress was needed in the area of
trade in services.

4. Despite the improved growth performance of recent years,

meeting the Millennium Development Goals (MDGs)
posed an enormous challenge for most developing coun-
tries (see Chapter 4). Directors noted that 2005 was a criti-
cal year for the MDGs and called on these countries to
press ahead with policy and governance reforms to
strengthen their investment environments and private-
sector-led growth, and on the advanced economies to sup-
port these efforts with substantially higher assistance.

lndustrial countries

Among the industrial countries, Directors welcomed the
continued strong performance of the United States econ-
omy, whose expansion was set to continue in 2005. With
household saving close to zero, however, a retrenchment in
private consumption remained a risk, particularly if house
price increases were to slow. Given that inflationary pres-
sures were relatively benign, a measured pace of monetary
tightening remained appropriate, although incoming data
would have to be monitored carefully in view of possible
upside risks to the inflation outlook from labor market
pressures or further oil price rises. Directors underscored
the need for significant fiscal consolidation, with a view to
ensuring medium-term sustainability and facilitating an
orderly unwinding of global current account imbalances.

Directors expressed disappointment that the euro area

economy lost momentum during the second half of 2004,
although they expected a strengthening of growth in 2005.

Further appreciation ofthe euro and high and volatile oil
prices remained the key risks to the regional outlook. With
inflationary pressures well contained, monetary policy
should remain firmly on hold until a self-sustaining recov-
ery was in place. As to fiscal policy, Directors saw existing
poliry as insufficient to deliver the budgetary adjustments
required to cope with the fiscal pressures of population
aging. Underscoring that a strong fiscal framework was an

integral part of monetary union in Europe, Directors noted
that reform of the Stability and Growth Pact should be
implemented in a way that did not weaken fiscal discipline.
Directors also stressed the importance of making further
progress in implementing structural reforms, with a greater
focus on addressing distortions in labor markets and pro-
moting competition in product markets.

Directors noted that lhe Japanese economy had stalled in the
last three quarters of 2004, reflecting weak global demand

for information technology (IT) products and falling con-
sumption spending, but recent data were more encourag-
ing. With bank and corporate balance sheets in better shape,

Directors believed that growth should regain some momen-
tum in 2005, notwithstanding the downside risks from high
oil prices and the possible adverse impact on exports of a

sharp appreciation of the yen. While deflationary pressures

had eased in recent years, Directors urged the Bank offapan
to maintain a very accommodative monetary policy stance

until deflation was decisively beaten. Given fapan's high
public debt and intensifring demographic pressures, fiscal
consolidation remained a priority. Directors also stressed

the need to continue to strengthen the banking and corpo-
rate sectors and to accelerate structural reforms-including
measures to increase competition and improve labor mar-
ket flexibility-to pave the way for sustained medium-term
growth.

Emerging markets and developing countries

While the Asian emerging market countries'performance
was strong in 2004, growth had slowed noticeably in most
countries except China. In 2005, growth in the region was

expected to be slightly weaker, with upside risks from
higher-than-anticipated growth in China and downside
risks from a more protracted correction in the IT sector or
sluggish demand from fapan and Europe. Directors
expressed their sympathy at the loss of life and property
from the recent catastrophic tsunami (Box 1.2). Although
reconstruction costs-and the impact on fiscal and external
imbalances-would be very substantial, GDP growth would
be only modestly affected in most countries. As to policy
challenges facing the region, monetary tightening in most
66unf1ig5-sxcept Korea where domestic demand growth
remained v7s6k-v/as already under way. While budget
positions had generally improved, public debt remained
high in a number of countries and more fiscal consolidation
was needed. In addition, structural reforms were required in
several countries to reduce vulnerabilities in the bank and
corporate sectors and to boost investment.

ln Latin America, Directors noted, growth had exceeded

expectations. While the favorable external environment had
supported activity, domestic demand was now leading
growth. Despite a number of downside risks to the out-
look-including unexpected increases in global interest rates

or a prolonged slowdown in key export markets-Directors
believed that the region would continue to grow robustly in
2005. They were encouraged by the improved fiscal perform-
ance in many Latin American economies, although public
debt, while declining, generally remained high. They there-
fore stressed the need for fiscal consolidation and more
measures to improve public debt sustainability. Directors
agreed that the tightening of monetary policy in a number
of countries in response to the recent uptick in inflation had
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been appropriate; they noted that exchange rate flexibility
had played a key role in supporting monetary policy frame-
works and improving the region's resilience to shocks.

The emerging market economies of Europe were experiencing
their strongest growth since the beginning of transition and
Directors welcomed the expected moderation in the pace of
growth to more sustainable rates. Among the key risks facing
these countries were a prolonged slowdown in western

Europe and a further appreciation of the euro. Many Direc-
tors observed that strong domestic demand had led to a gen-

eral widening of current account deficits, a key regional
lulnerability. The policy requirements to reduce these deficits
varied across countries. In the Baltics and southern and
southeastern Europe, containing credit growth and improv-
ing private saving were key, while in central Europe ambi-
tious fiscal consolidation and structural reforms were needed.

Inthe Commonweabh of Independent States, growth had
been buoyant on the back of strong domestic demand and
high energy and metals prices. While growth was expected
to moderate in 2005, Directors saw the outlook as generally
favorable. They cautioned, however, about risks to inflation
and growth from capacity constraints and inadequate
investment in a number of countries. Given the area's

strong capital inflows, Directors were concerned that the
pace of disinflation in the region might be slowing; they
stressed the need for policymakers to manage prudently the
revenue gains from oil and commodity exports while allow-
ing greater flexibility in exchange rates.

Inthe Middle Easf, growth had been strong in the oil
exporters, underpinned by increased export earnings from
oil, sound financial policies, and progress with structural
reforms. Directors urged policymakers to use the window of
opportunity provided by high oil prices to press ahead with
the reforms needed to boost medium-term growth and
employment prospects and reduce vulnerabilities, including
from high public debt levels in some countries. Increased
public spending on high-return human capital develop-
ment and infrastructure outlays, accompanied by an accel-

eration of structural reforms, could help place these

economies on a higher sustained growth path and, by creat-
ing jobs, help improve social outcomes. Non-oil-producing
countries in the region had also benefited from the positive
effects of domestic reforms, as well as from the strong
growth in oil-exporting countries in the region.

Sub-Saharan Africahad experienced the highest growth in a

decade, underpinned by the strength of the global economy,
high prices for oil and some other commodities, improved
macroeconomic policies, and progress with structural
reforms. Directors viewed the region's prospects for growth
as generally favorable but cautioned about a number of
downside risks. A less benign global economy and a further
sharp depreciation of the U.S. dollar would adversely affect
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IMF asslstance for coufiOlee af$ctod by the
tsunaml of December 2([4

The magnitude 9.0 earthquake and associated tidal waves that hit

lndian Ocean countries in December 2004 constituted a natunal dis-

aster of tragic proportions. The estimated number of dead and miss-

ing was nearly 300,000, with roughly 1% million people displaced.

The human cost of this disaster was clearly beypnd measuremenl

ln FY2005, the IMF and the world Bank assisted the governments of
the countries afiected in coping with the aftermath ofthe disaster,

The World Bank, along with the Asian Development Bank and other

international institutions, took the lead role in helping the authorlties

conduct damage and needs assessments. IMF staff focused on

assessing the implications of the disaster for macroeconomic policy,

including the effects on growth, as well as fiscal and external posi-

tions.l Both the IMF and the World Bank have also moved quickly to

initiate the provision of emergency financial assistance and longer-

term financial aid. (See Chapters 3 and 4 for information on IMF

emergency assistance for natural disasters.)

1'Preliminary Assessment of the Macroeconomic lmpact of the Tsunaml

Disaster on Affected Countries and of Associated Financing Needs,'

www. i mf . org/ exte r n al / n p/ oth/ 2005/ 0 2040 5. htm.

a number of countries. While higher oil prices would be

beneficial for some countries, they would not be for others,
and many countries would need to adjust to the elimination
of world textile trade quotas. To sustain the improved
growth performance in the region, Directors urged govern-
ments to advance their reform efforts by promoting private
sector investment, developing infrastructure, and strength-
ening institutions (including better transparency, gover-
nance, and property rights). They called on the international
community to support these policies with increased aid,
debt relief, and improved market access.

Global Financial Stability Report

Global Financial Stability Report, August 2004

At the Board's August 2004 discussion of global financial
markets,3 Directors welcomed the strengthening of global
financial stability and of key financial intermediaries. The
combination of broadening global economic growth and
low inflation expectations had created a favorable environ-
ment for financial markets. Strong economic growth had
boosted corporate and banking sector earnings, facilitated
further balance sheet strengthening, and improved credit

rFor the sunrmary of the Board's discussion, see www.imf.org/external/
pubs/FT/GFSR/2004/02/pdf/onnex.pdf; rhe Report can be found at
wn, w. i nrf . org/ e xt e rn al/ pub s/ FT/ GF S R/ 2004/ 0 2 / index.htm.
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the lMPs policy dialogue with the lndian authorities during FY2005

suessed the need for rapid progess on a broad range of reforms to

enable lndia to build on recent successes and realize its ambitious

objectives-especially creating jobs and reducing poverty. The Fund

urged the authorities to punue fiscal adjusunent, preempt inflationary

prcssures, accelerate trade liberalization and labor market reform, and

further open the financial sector.

The authorities are taking steps to address these issues. They remain

committed to meeting the medium-term targets of the fiscal responsibil-

ity law. lndia appropriately tightened monetary policy, lowered tariffs,

opened up important sectors to foreign direct investment, and

announced a road map for banking reform. Forthe first time, lndia

agreed this year to the publication of the Fund's staff report on its Article

lV consultation.

ln addition, lndia participated in the Fund s pilot study on public invest-

ment.The study stressed the need to raise public savings, further

improve the management of the public investment progam, strengthen

capital markets, address regulatory risks that limit private participation,

and improve the accounting and reporting of debt-like obligations that

arise under off-budget schemes for infrastructure funding.

lndia also received technical assistance from the Fund's Fiscal Affairs

Department in setting up a state fiscal database and debt register,

which will be critical in allowing the authorities to fashion a program for

fiscal reform at the state level.The Fund stressed the need, in the short

term, for lndia to develop the ability to consolidate states'accounts

and, in the medium term, for the country to move to a computerized

integrated fi nancial management system.

lndla-lMF actlvltleg ln FY2005

quality. At the sarne time, subdued inflationary pressure had

contributed to stability and relatively low yields in the

major bond markets. This had also benefited emerging

markets, boosting their growth prospects and credit quality
and facilitating the availability of external financing at rela-

tively low cost.

Nonetheless, Directors cited a number of important risks to
the outlook:

r An unanticipated increase in inflation could transform
the n.rarket's assumptions about the likely pace of tighten-
ing and result in market turbulence.

r There was poterrtial for market instability arising from
the continued large global external imbalances.

r Emerging rnarket countries could be exposed to future
external shocks. These countries should use the favorable
fir-rancing environment to incre:rse their resilience and
press ahead with growth-enhancing structural reforms.

Measures to reduce public debt to manageable levels and

to inrprove the structure of public debt remained key pri-
orities frrr nrany ernerging markets.

The large irrflows intct hedge Junds in recent years, particu-
larly fronr institutional investors, indicated that these funds
were an important investor group in global financial mar-
kets. Counterparty risk management by large banks and
prime brokers with regard to hedge funds had strengthened
in recent years, and hedge fund leverage was at relatively
rnoderirte levels. Still, most Directors agreed that more
informirtion about hedge funds and their market activities
would be helpful in addressing questions about how this
investor group could affect market stability.

I)iscussing the staff's analysis of the pension Jund industry,
[)irectors noted that the size and projected growth ofpen-
sion funds highlighted their increasing importance for inter-
r.rational capital markets and financial stability and their role

as a long-term institutional investor. Directors acknowl-
edged that the roles of state pensions, pension plans in the

workplace, and individual saving plans in contributing to
retirenrent pensions varied fron.r country to country. Among
workplace pension plans, well-designed defined-benefit,
cleflnecl-contribution, and hybrid plans could all continue to
play a role in cncouraging efficient saving for retirement.

While the 2000-02 rnarket downturn had exposed longer-

ternr vuhrerabilities at many pension funds, the recent partial
recovcry in fur.rding ratios provided a window of opportunitl'
firr policynrakers to introduce measures to encourage better
risk-r.nanagernent practices irnd more stable funding strate-

gies. [)irectors noted that ernployers and governments had

become more aware of the pension-funding challenges posed

by aging populations and the investment risks involved in
fundecl pension plans. They underscored the importance of
eff'ective cor.nmunicatior.r of pension challenges and policy

December 2004

January 2005

March 2005

April 2005

IMF technical assistance mission on states'fiscal

database

Completion of lndia's Article lV consultation by the

Fund's Executive Board

Visit of Managing Director Rodrigo de Rato

lssuance of Board pape('Public lnvestment and

Fiscal Policy-Lessons from the Country Studies"
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priorities to ensure broad-based public understanding and
support ofpension reform efforts.

The Executive Board discussed the issue of emerging market
countries as net capital exporters, in light of the conventional
wisdom suggesting that capital normally flows from capital-
rich mature markets to capital-scarce emerging markets.
Directors noted that the shift of emerging markets as net
capital exporters during 2002-04 was associated with an

unprecedented increase in their net international reserves.

This, in turn, was related to their pursuit of export-led
growth policies, supported by competitive exchange rates.

Directors acknowledged the challenges involved in estab-

lishing a general benchmark for what constituted a desir-
able level of international reserves, as circumstances and
vulnerabilities differed from country to country. They con-
sidered that policymakers should continue to explore alter-
native methods to self-insure against sudden reversals in
capital flows, including through financial sector reforms
and the development of local securities markets, as well as

ways to improve the management of international reserves.

Directors called on emerging market countries to establish a

track record of consistently strong policies and reforms to
enhance their risk-adjusted returns to attract stable inflows.
An orderly resolution of global current account imbalances
would also contribute to an environment conducive to sus-

tained private capital flows to emerging markets.

Global Financial Stability Report, March 2005

In discussing world financial markets in March 2005,4

Directors welcomed the further strengthening of the finan-
cial system in the previous six months, supported by solid
global economic growth and continued improvements in
balance sheets ofthe corporate, financial, and household
sectors in many countries. Prospects for continued financial
stability were based on the still favorable outlook for the
world economy and the growing financial market sophisti-
cation that had helped spread risk. Nonetheless, low long-
term interest rates and credit spreads could mask
underlying vulnerabilities and pose risks of market rever-
sals, especially for less creditworthy sovereigns and corpora-
tions. While these risks were generally expected to be
manageable given the strength of financial institutions,
Directors stressed the need for continued vigilant monitor-
ing and timely policy measures.

Markets had remained orderly through the interest rate

tightening cycle in mature markets, facilitated by the
increasingly transparent communication strategies of major

aFor the summary of the Board's discussion, see www.imf.org/external/
pubs/FT/GFSR/2005/01/pdf/annex.pdf; the Report can be found at
ww.imf.org/ external/ p ub s / FT / G F S R/ 200 5 /0 I / index.ht m.
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central banks. Abundant global liquidity and improving
credit quality had kept mature market bond yields and
financial market volatility low. Also contributing to rela-
tively low long-term bond yields were expectations that
inflation would remain under control, low corporate
demand for net credit, and growing demand for long-term
bonds by pension funds and life insurance companies. More
generally, low short-term interest rates had encouraged
investors to use leverage and move out along the risk spec-
trum in their quest for yield, buoying asset valuations and
compressing credit spreads.

Directors noted that corporate balance sheet improvements
in mature markets and the quest for yield had encouraged
investors to increase their exposure to credit risk. This had
contributed to falling corporate bond spreads and, possibly,
to reduced investor discrimination. The growth of credit
derivatives markets had facilitated the trading and hedging
of credit risks, but many Directors acknowledged that the
growth of the derivatives markets might expose some
investors to the possibility of leveraged losses, which could
be amplified by potential liquidity problems.

As to emerging financial markets, along with improvements
in many of these countries' fundamentals, abundant liquid-
ity and quest for yield were driving factors in recent devel-
opments. Spreads on emerging market debt had narrowed
to near-record lows, and investors'appetite for emerging
market financial assets had grown considerably. Directors
generally expected financing prospects for emerging mar-
kets to remain solid, owing to benign financial market con-
ditions and further improvements in the credit quality of
emerging market borrowers.

Turning to risks, Directors noted that the long period of
high liquidity and low volatility may have led to a sense of
complacency on the part of some investors, and that com-
pression of inflation and risk premiums left little room for
error in terms of asset valuations. Against this backdrop,
the risk that long-term market rates might rise abruptly
required continued vigilance. While no single event may
trigger such a rise, most Directors warned of the possibility
of a combination or correlation of events. They cited
the potential risks of a disorderly adjustment of global
imbalances-possibly associated with a diversification of
international investors away from U.S. dollar holdings-as
well as the possibility of an unanticipated increase in infla-
tion, particularly related to oil and other commodity prices.

To enhance global financial stability and mitigate potential
risks, Directors considered a number of steps-in particular,
the need for cooperative efforts and credible policy measures
to enhance the market's confidence that global imbalances
would be reduced in an orderly manner. At a microeco-
nomic level, supervisors and regulators had to be vigilant to
the risk profile of financial intermediaries and their expo-
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sure to abrupt market price shocks. Emerging market coun-
try authorities should continue to adopt prudent macroeco-

nomic policies that reduce financing needs, while taking
advantage of the prevailing benign conditions to fuIfiII their
external financing requirements, improve the structure of
their debt, and press ahead with effiorts to develop local
financial markets. In addition, structural reforms to enhance
growth prospects remained a critical avenue for reducing
debt-to-GDP ratios to more manageable levels.

Directors also considered the implications of the transfer of
risk to the household from the financial sector and trends in
corporate finance in emerging markets. Tiends in the evolu-

tion of household balance sheets in different jurisdictions
had benefited households in various ways, including
through a significant growth in net worth relative to income,

boosted by capital gains. At the same time, the shift away

from bank and savings deposits to more market-sensitive

assets had also exposed them to greater market risk. Planned

reforms of public and private retirement benefits might
imply that households would have even more responsibility
going forward in managing their financial affairs. Such

reforms had brought benefits, such as the portability of
defined-contribution or hybrid pension plans, and had

reduced some risks, but these reforms had also increased the

direct exposure of households to investment and market
risks and, possibly more challenging, longevity risk.

Directors generally saw a role for governments in develop-

ing communication strategies to inform households about
their retirement challenges, and in coordinating with the

private sector to provide financial education. They noted
the importance of increased efforts to improve the collec-

tion, timeliness, and comparability of data on the house-

hold sector for assessing the flow of financial risk through
the financial system, and in particular the risk profile of
households.

Discussing a staff study on corporate finance in emerging

markets, Directors observed that it was unclear whether the

decline in domestic bank lending to corporations (outside

China and India) was a result of reduced external financing
needs or constraints on the sources of funding. Neverthe-
less, Directors called for continued efforts by emerging mar-
kets to improve their institutional frameworks to facilitate
corporates'access to equity finance on appropriate terms.

They saw a need to narrow gaps in the implementation and

enforcement of widely accepted principles of corporate gov-

ernance, disclosure, and transparency, while recognizing the

need to take into account country-specific legal and institu-
tional circumstances as well as the stage of market develop-

ment. Assessing corporate sector financial fragilities was

significant, given the increased importance of corporates

relative to sovereigns in international markets and the
potential risks if market conditions became less benign.

0il market developments

In the face of rapidly rising oil prices-which surged more

than 30 percent in 2004 and an additional 35 percent

between the end of 2004 and mid-March 2005-the Board

held a seminar in March 2005 to discuss market develop-

ments.s Prices were at record levels in nominal terms,

although they were significantly below their peaks of the

1970s in real terms. While Directors recognized that the out-
look for prices was subject to a large margin of uncertainty,
the prevalent view was that some of the recent price increase

was likely to be permanent. Directors also broadly agreed

that current low levels of spare production capacity, in the

context of strong demand growth and potential supply dis-

ruptions, increased the risk of greater volatility in prices.

On the issue of investment in new oil production capacity,

many Directors felt that the current low levels of spare pro-
duction capacity and strong demand growth called for
increased investment in new productive capacity. Some

other Directors, however, pointed to past experiences of
overinvestment and very low prices and also noted that
other factors besides capacity Iimitations were contributing
to high prices. While Directors considered that a durable

increase in prices would stimulate investment, they also

cited a number of other factors affecting investment: the

high initial costs of investment, the long time horizon for
payoffs, uncertainties associated with forecasting long-term
prices, and geopolitical risks. Directors agreed that mem-
bers should strive to remove undue obstacles to investment.

They also noted the importance of adequate investment in
refining and other downstream activities, where structural
rigidities persisted.

Directors broadly agreed that the impact of the recent high
oil prices on the global economy had not been too large and

that growth prospects continued to be favorable; moreover,

oil prices remained well below historical peaks in real terms.

They attributed this relatively limited impact in part to the

ongoing reduction in oil intensity of consumption and pro-
duction, especially in advanced economies, as well as to the

greater credibility of countries' macroeconomic policy
frameworks. Directors were reassured that many oil-
importing developing countries were able to respond to
price increases without undue hardship through a combina-
tion of adjustment, use of reserves, and external financing.
However, the impact on some oil-importing developing
countries had been significant. Directors thus stressed the

need to remain watchful, especially if prices rose further.

Directors recommended that policy responses by oil
exporters should take into account their current macroeco-

5The Board's discussion is summarized in Public Information Notice

No. 05/48, www.imf.org/external/np/sec/pn/2005/pn0548.htm.
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nomic situation, the size of the oil windfall relative to the
economy, the size of oil reserves, the existing liquidity cush-
ion, the external and public debt situation, and the capacity
to identifr and implement good spending programs. They
encouraged oil exporters to react prudently, given the
uncertain outlook for oil prices, and attached importance to
transparency and accountability in the management of oil
revenues (see Chapter 2 for a discussion of the IMF's Draft
Guide on Resource Revenue Transparency). As to oil
importers, their response to higher oil prices would con-
tinue to require some combination of increased foreign
borrowing, reserve drawdown, and adjustment, including
allorving real exchange rate depreciation. Directors agreed

that the IMF should continue to stand ready to provide
temporary balance of payments financing where it would be

a useful complement to countries'own policy adjustments.

Directors noted the desirability, fbr global prosperity, of sta-

bility in oil markets and underscored the importance of
closer dialogue between consumers and producers. In that
context, they agreed that the timeliness, accuracy, and com-
prehensiveness of data on oil supply and demand should be

improved, including data on inventories. They considered
that such improvements could help reduce uncertainty and

price volatility as well as improve decision making by pro-
ducers and consumers. Directors agreed that the Fund
should continue to support the efforts ofthe international
bodies responsible for collecting data on the oil market and
encouraged Fund representation at meetings of those bodies.

Fund support will continue to include technical assistance to
members to improve their institutional frameworks, such as

statistical legislation and organization. Directors agreed that
the Fund should continue to encourage members to acceler-

ate their participation in the Fund's data-related initiatives.

Many Directors also remarked on the important contribu-
tion that countries could make to oil market stability
through policies to restrain demand for oil products. These

actions included policies to improve energy efficiency, pro-
mote energy conservation and use of alternative fuels, and
facilitate pass-through of international price changes to
retail prices. In this context, the prices of petroleum prod-
ucts, including taxes and excises, should reflect not only
their market costs but also the social costs that can result
from their use. Directors considered that, where necessary,

these measures should be accompanied by appropriate
social safety nets.

Country surveillance

To conduct surveillance in accordance with Article IV the
IMF regularly sends staff teams to member countries. For-
mal 'Article IV" consultations are usually conducted once a
year (less often in some countries), with informal staff visits

UnderTuiley's previous IMF-suppoftsd program, the government lmple-

mented ambitious macroeconomic and structural policies, laylng the

basis for continued economic gains in FY2005.Turkey's new three-year

program should help consolidate these achlevements.

Economic growth reached an impressive 10 percent in 2004.T0 rein

in public debt and the current account deficit, the government over-

performed on its budgetary target and secured a primary surplus of

7 percent of GNP in 2004.Ihis reduced Tuiley's public debt burden to

63 percent of GNP almost 30 percentage points lower than after the

2000-01 crises.The central bank's skillful conduct of monetary policy

drove the inflation rate down to the slngle dlglts, the lowest in a Eenera-
tion. Marking this success, the Central Bank ofTurkey announced it
would move to formal inflation targetlng ln 2006.lhe authorlties also

introduced a redenominated currency ln January 2005-the newTurklsh

lira-dropping six zeros from the old currency. As part of the new Fund-

supported pro8ram, the government has also embarked on important

reforms of, among other thlngs, tax admlnlstrauon, soclal securiu and

banking legislation. These structural reforms wlll strenghen Turkey's

institutlonal framework and support m8dlum-term gro$nh prospects.

Reflecting these gains and large capltal lnflows, financial market per-

formance has been impressive. Benchmark bond interest rates have

fallen well below 20 percent, from 25 percent at end-April 2004; exter-

nal bond spreads have narrowed substantially; the stock market ls at

record levels; and the lira remains strong.

Itd<oy-lMF actMder ln FY2005

May 2004 Visit of First Deputy Managing DirectorAnne 0. Krueger

July 2004 Completion of eiShth revlew of Tuiley's performance

under Stand-By Arrangement and of Article lV consulta-

tion by the Fund's Executlve Board

April 2005 Visit of Managing Director Rodrigo de Rato to address

second lstanbul lnvestment Advisory Council

13
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often taking place between these consultations. The team
collects economic and financial data and discusses with
government and central bank officials economic develop-
ments since the previous consultation, as well as the coun-
try's exchange rate and monetary, fiscal, financial sector,

and structural policies. The staff team may also meet with
such nonofficial groups as legislators, trade unions, aca-

demics, and financial market participants to solicit their
views on the economic situation. Toward the end of the
visit, the team prepares a summary of its findings and pol-
icy advice, which it leaves with the national authorities, who
have the option of publishing it.

On return to IMF headquarters, the staff team prepares a
report describing the economic situation and the talks with
the authorities, and evaluating the country's policies. The
report is discussed by the Executive Board and a summary
of the discussion produced. Through these consultations,
the IMF seeks to identifr policy strengths and weaknesses,

indicate potential vulnerabilities, and advise countries on
appropriate corrective actions if needed. If the member
country agrees, the full Article IV consultation report,
accompanied by a Public Information Notice (PIN), which
provides background and a summary of the Board discus-
sion, is published. The member country may elect to release

only the PIN. In FY2005, the Board conducted 130 Article
IV consultations with member countries (Thble 1.1). (All
PINs are posted on the IMF's website, as are Article IV
reports approved for release.)

Supplementing these systematic and regular Board reviews

of individual member countries are Executive Board assess-

ments of economic developments and policies of member
countries borrowing from the IMR as well as frequent and
informal sessions to discuss developments in individual
countries. The IMF's country surveillance is also informed
by voluntary assessments under the Financial Sector Assess-

ment Program (see Chapter 2).

At its |uly 2004 biennial review of surveillance, the Board

agreed that Article IV consultations with systemically or
regionally important member countries would provide
fuller treatment of the cross-border impact of their eco-
nomic conditions and policies. More generally, Directors
agreed that consultations would be more explicit in linking
economic performance to global economic and financial
conditions and would enhance the analysis of country-
specific vulnerabilities to global economic and financial
risks. (The biennial review is covered in detail in Chapter 2.)

Regional surveillance

The IMF has been stepping up its regional surveillance by
strengthening discussions of regional currency unions and

by paying more attention to the regional dimensions of eco-

nomic developments and policy issues. These discussions

are expected to allow, for example, comparative analysis of
developments and policies across a region and to shed fur-
ther light on regional transmission of shocks.

Sub-Saharan Africa

As part of this effiort, Fund staff have begun to provide the
Board with periodic regional overviews. The first, discussed

by the Board at an informal seminar in April 2005, covered

sub-Saharan Africa.6 Regional Economic Outlook: Sub-

Saharan Africa reported that the most critical challenge the

region faces is sustaining and accelerating economic growth.
It noted that even recently improved growth rates-which
reached an eight-year high of 5 percent in 2004-fall short
of the level required to achieve the Millennium Develop-

ment Goal of halving poverty by 20 I 5 (see Chapter 4).

Eastern Caribbean Currency Union (ECCU)

Faced with a series of setbacks-including natural disasters,

the continued erosion of preferential trade agreements in
bananas and sugar, declining activity in offshore centers,

weaknesses in the global economy, and the lingering effects

of September I l-the ECCU countries have followed
expansionary fiscal policies to generate growth. These poli-
cies, however, have saddled many countries with rapidly ris-
ing debt and weak fiscal positions.

The Executive Board, at its May 5,2}}4,discussion of the

ECCU,7 urged the regional authorities to strengthen fiscal
positions and reduce debt rapidly while undertaking
reforms focused on improving the business environment
and competitiveness so as to reinvigorate growth.

To reduce the sources of vulnerability in the region, Direc-
tors emphasized reducing reliance on traditional agricul-
ture, strengthening underlying fiscal positions, and

enhancing the effectiveness of financial supervision. It is
also important to strengthen the region's institutional
capacity to mitigate the effects of natural disasters. They
encouraged the authorities to ensure the consistency of
national fiscal policies with the region's currency board
arrangement and welcomed efforts under way to develop
home-grown stabilization programs.

Euro area

The Executive Board discussed economic policies in the

euro area in |uly 2004. Directors acknowledged the bright-

6For the fu ll r eport, see www.imf. org/ external/pubs/ft/AF R/ REO / 200 5/ eng/

01/SSAREO.htm.
TFor a summary of the discussion, see Public Information Notice No. 04/

I O l, www. imf. o r g/ e xt ernal / np / s ec/ p n / 2004 / pn04 1 0 1.h t m.
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Table 1.1

Country Board date Plt{ bsued Staff Report publlshed

Afghanistan, lslamic Republic of
Albania
Algeria

Angola

Antigua and Barbuda

Armenia

Australia
Austria

l,zerbaijan
Bahrain

Earbados

Belarus
Belgium

Benin

Brazil

Brunei Darussalam
Bul€pria

Cambodia
Cameroon

Canada

Chile

China

Colombia
Congo, Republic of
Costa Rica

Croatia

Cyprus

Czech Republic
Denmark
Ecuador

Egvpt

El Salvador
Equatorial Guinea

Erit ea

Estonia

Ethiopia

Flji

Finland

France

Gabon

Germany

Greece

Guinea

Guinea-Bissau

Guyana

Honduras
Hong Kong SAR

Hungary

lndia
Indonesia

lran, lslamic Republic of
lreland
lsrael
Italy
Jamaica

Japan

f\azakhstan
Kenya

Korea

Kuwait

Kyrgfz Republic
Lao People's Democratic Republic
Latvia

Lebanon

Liberia

January 19,2005
February 28,2005
January 72,2005
l\4arch 4,2005
November 15,2004

December 1,2004
october 27, 2004
August 2,2004
December 22,2OO4
June 14,2004

May 3,2004
May 7,2004
February 18,2005
october 6,2004
March 21,2005

May 27,2004
)une 74,2004
September L3,2004
Apfl 22,2005
February 16, 2005

August 4,2004
)uty 28,2004
April 29,2005
June 10, 2004
)uly 2,2O04

August 4,2004
February 18,2005
August 6,2004
August 2, 2004
July 26,2O04

ME 24,2004
January 31,2005
April 25,2005
September 3, 2004
November 8, 2004

September 73,2004
August 23, 2004
January 28,2005
october 20,2004
March 28,2005

october 25,2004
Fehuary 2,2005
August 27,2004
November 19,2004
)anuary 24,2005

March 28,2005
February 2,2005
May 10,2004
)anuary 24,2005
May 3,2004

September 10,2004
october 29,2004
March 21,2005
February 7,2005
August 2,2004

Juty 28,2004
July 21,2004
December 20,2004
)anuary 27,2005
April 25,2005

November L9,2004
November 29,2004
August 4,2004
May 7,2004
April 20,2005

November 22, 2004

December 10,2004
November 8, 2004
August 4,2004
January 27,2005
August 24,2004

May 74,2004
May 19,2004
March 3,2005
November 12,2004
March 25,2005

September 23,2004
June 18, 2004
September 27,2004
April 29,2005
March 29,2005

August 5,2004
August 25, 2004
May 9,2005
Juty 22,2004
August 19,2004

August 12,2004
March22,2005
August 17,2004
August 6,2004
August 12,2004

July 12,2004
February 14,2005
May 6,2005
February 9,2005
November 11,2004

January 31,2005
September 74,2OO4
February 7,2005
November 3, 2004
April 26,2005

November 2, 2004
February 9,2005
october 3, 2004
December 10,2004
March 1 1, 2005

April 13,2005
February 21,2005
May 24,2004
February 3,2005
May 9,2004

September 27, 2004
November 4, 2004
March 29,2005
February 9,2005
August 16,2004

August 11, 2004
September 20, 2004

)anuary 27,20O5
March 10,2005
January 28,2005

February 4,2005
May 13,2005

January 14,2005
)anuary 12,2005
August 6,2004
July 7,2004

February 4,2005
March 10,2005
February 15,2005

November 24,2004

December 77,2004
November 8,2004
August 5,2004
January 21,2005

May 26,2004
May 19,2004
March 3,2005
November 24, 2004

)une28,2004
Ocliobet 22,2004

March 29,2005

September l3,2OO4
November 5,2004
May 9,2005
August 2,2004
September 20, 2004

August 12,2004
March22,2OO5
August 17,2004
August 6,2004

May 6,2005

November 11,2004

January 31,2005

February 7,2OO5
November 3, 2004
May 3,2005

November 2,2004
February 9,2005
December 7,2004
March 11,2005

February 21,2005
May 24,2004
March 10,2005
July 2,2004

September 27, 2004
November 4,2004
April 18,2005
February 10,2005
August 16,2004

August 11,2004
ocrober 28, 2004

February 11,2005

February 10,2005
)anuary 12,2005
August 16,2004
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Country Board dato Plt{ l$ued Statf Report publlshed

Libya

Lithuania
Malawi
Malaysia

Maldives

Mauritius
Mexico

Micronesia, Federated States of
Moldova

Morocco

)anuary 28,2005
March 23,2005
october 29, 2004
February 7,2005
May 24,2004

July 27,2004
october 18,2004
February 25,2005
February 7,2005
May 5,2004

March 25,2005
February 14,2005
September 8,2004
June 28,2004
July 16,2004

october 8, 2004
December 1,2004
March 23,2005
June 2,2004
July 30,2004

N4arch 7,2005
July 72,2004
[Iarch 14,2005
July 7,2004
September 1,2004

october 6,2004
November 15,2004
May 5,2004
May 5,2004
)uly 28,2004

December 22, 2004
March 7,2005
January 27,2005
November 72,2004
February 7,2005

February 11,2005
May 7,2004
July 16,2004
September 3, 2004
February 9,2005

April 29,2005
l\4arch 25,2005
February 18,2005
August 4,2004
June2,2004

l\,larch 18,2005
August 6,2004
September 1,2004
July 16,2004
June 23,2004

0ctober 22,2004
october 27, 2004
July 30,2004
June 4,2004
February 23,2005

october 25, 2004
May 28,2004
March 2,2005
)uty 23,2Q04
June 7,2004

February 25,2005
September 13,2004
November 22,2004
l\4arch 14,2005
July 7,2004

l\,!arch 8,2005
March 31,2005
November 24,2004
March 14,2005
)uly 23,2004

August 25,2004
December 23,2004
March 22,2005
February 17, 2005
May 72,2004

lvarch 9,2005
September t7,2004
July 19,2004
August 3,2004

December 20,2004
April 12,2005
November 10,2004
September 16,2004

March 20,2005
)uly 26,2O04

)uly 27,2004
September 30,2004

November 16,2004

November 15,2004
l\lay 19,2005
August 4,2004

Januaty 72,2005

January 19,2005
April 28,2005

February 17, 2005
May 24,2004
August 12,2004
December 2,2004
February 17, 2005

April 20,2005

August 9, 2004
June 18,2004

March 25,2005
September 7,2004
December 1,2004
october 12, 2004
Juty 29,2004

December 8,2004
November 8,2004
August 10,2004

January 24,2005
June 29,2004
March 8,2005
July 30,2004

March 11,2005

January 5,2005
March 24,2005
September 77,2004

March 8,2005
N4arch 31, 2005
December 6,2004

December 23, 2004
March 22,2005
February 17, 2005
June 9,2004

March 1 1, 2005
September 22, 2004
August 24,2004
August 6,2004

December 20,2004

November 10,2004
February 18, 2005

[,larch 21,2005
Juty 26,2004

)uty 27,2004
September 30,2004

December 3,2004

December 8,2004

August 13,2004

January 24,2005
April 28,2005

[4arch 2, 2005
May 24,2004
August 12,2004
December 2, 2004
February 17, 2005

April 25,2005

August 9,2004
June 18,2004

Apdl 15,2005
September 7,2004

october 12,2004

January 5,2005
November 12,2004

January 24,2005
June 29,2004
l\4arch 8,2005
July 30,2004

l\,larch 31, 2005

l\,lay 4,2005
March 23,2005
September 77,2004

Myanmar
Namibia
Netherlands
Niger

Nigeria

0man
Pakistan

Panama

Papua New Guinea

Paraguay

Philippines
Poland

Qatar
Romania

Russian Federation

Rwanda

St. KitE and Nevis

St. Lucia

St. Vincent and the Grenadines

San l\4arino

Saudi Arabia

Senegal

Seychelles
Sierra Leone

Singapore

Slovak Republic
Slovenia

Solomon lslands
South Africa

Spain

Sudan
Suriname
Swaziland
Sweden

SwiEerland

Tajikistan

Tanzania

Thailand
TimorLeste
Tonga

Trinidad and Tobago

Tunisia

Turkey

Turkmenistan

Uganda

Ukraine

United Arab Emirates

United Kingdom

United States
Uzbekistan

Vanuatu

Venezuela, Reprblica Bolivariana de

Vietnam
Yemen, Republic of
Zimbabwe
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ening of the short-term outlook but observed that long-
standing structural challenges had yet to be tackled. Direc-
tors cautioned that the transmission of the growth
momentum to domestic demand, particularly in some of
the larger economies, remained sluggish.

Directors agreed that monetary policy had been appropri-
ate, particularly in view of the persistence of inflation dur-
ing the cyclical downturn. Looking forward, Directors
believed that monetary policy should remain supportive of
the recovery in domestic demand as long as the medium-
term outlook for price stability was favorable. While risks of
second-round effects from higher oil prices, as well as from
hikes in indirect taxes and administered prices, had to be

watched closely, the slack in labor markets and continued
wage moderation underpinned an encouraging outlook for
inflation. At the same time, Directors emphasized that
renewed appreciation pressures on the euro stemming from
global current account imbalances remained a medium-
term downside risk to growth.

A genuine consensus on upholding a strong and disciplin-
ing fiscal framework had to be restored, Directors empha-
sized, in particular against the backdrop of the fiscal

challenges associated with rapid population aging. Most
Directors felt that a failure to build a new consensus on
reforming the Stability and Growth Pact (SGP) could have

potentially grave consequences for the European Economic
and Monetary Union (EMU) and its member countries,
many of which rely on the SGP as an external commitment
device to maintain fiscal discipline. In this vein, and with
the recovery gaining traction, Directors called on member
states to accelerate the pace offiscal consolidation.

Turning to growth prospects, Board members saw the euro

area's key structural challenge as raising longer-term
growth, in the first instance by strengthening incentives to
work. Reversing the long-term decline in labor utilization
through reforms of tax-benefit systems and by lengthening
working lives would need to be a key plank in the strategy
to shore up social protection systems in most member
countries. As to the areas for reform, Directors welcomed
the measurable progress in deregulating and integrating
product and financial markets but urged more efforts to lib-
eralize the service sectors.

The lack of reform momentum was a source of concern for
Directors, particularly with respect to labor and pension
reforms. The key challenge at the area-wide level was

imparting momentum to structural reforms at the national
level through more decisive leadership at the European

Union level.

Directors welcomed the European Union's new efforts to
relaunch the stalled Doha Round of trade negotiations.
The European Union's recent offers to phase out all farm

Surveillance in action during FY2005 |

export subsidies and further limit negotiations on the four
Singapore issues (trade and investment, competition policS
transparency in government procurement, and trade
facilitation)-so-called because it was at the 1996 Singapore
Ministerial Conference that WTO members decided to start
work on them-provided a fresh, much-needed impetus for
reaching agreement on a negotiating framework, and Direc-
tors felt that it would be desirable to complement these

efforts with a more ambitious multilateral offer on market

WestAfrican Economic and Monetary Union (WAEMU)

At the time of the Board's October 2004 discussion, the
WAEMU region's economic prospects for 2004 were
clouded by the crisis in C6te d'Ivoire, pressures on external
competitiveness, higher oil prices, and a locust invasion.
While the region's competitiveness had suffered no signifi-
cant loss, Directors urged the authorities to pursue appro-
priate macroeconomic policies and structural reforms
aimed at enhancing the efficiency of the export sector so as

to strengthen external competitiveness and improve
prospects for sustainable growth and poverty reduction.

The momentum toward macroeconomic convergence
within the WAEMU had slowed and the political commit-
ment to further trade liberalization had softened. Directors
stressed that concerted and credible action by all countries
to deliver on their regional commitments in all areas was

necessary to achieve economic and financial convergence
and allow the region to reap the benefits offurther trade
liberalization.

The WAEMU monetary arrangement had helped keep

inflation low and maintain confidence in the currency,
Directors observed. They welcomed the move to eliminate
central bank financing of the national budgets, which
would strengthen financial discipline. To safeguard against
the risk of arrears accumulation or excessive external bor-
rowing following this move, WAEMU limits on debt and
arrears accumulation had to be strictly observed.

Despite the limited integration of WAEMU financial mar-
kets, Directors recommended that the authorities move
progressively toward formulating and implementing mone-
tary policybased on regional, rather than country-specific,
targets, once constraints imposed by the lack of financial
integration were alleviated. To strengthen credit institu-
tions, Directors stressed the need to improve supervisory
frameworks through regulatory reform and better enforce-
ment. Finally, Directors welcomed the enhanced collabora-
tion between the WAEMU Commission and the Executive
Secretariat of the Economic Community of West African
States (ECOWAS) aimed at establishing a single regional
market within ECOWAS.
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t he IMF continues to strengthen the quality and

effectiveness of its surveillance operations. Its efforts
in this area, which have been intense since the emerging

market crises of the mid- and late 1990s, are aimed at

ensuring that the Fund is as effective as possible in helping
member countries improve the performance and resilience

of their economies, minimizing adverse international
spillovers from problems that arise, and identifring and

addressing potential vulnerabilities in the international
financial system.

During FY2005, the IMF conducted another extensive bien-
nial review of its surveillance and stepped up its considera-

tion of financial sector issues, including through a review of
the Financial Sector Assessment Program that it conducts
jointly with the World Bank. It also considered members'

debt-related vulnerabilities and how these might be related

to financial crises, as well as issues relating to central banks'

Iiquidity management. It discussed some members'demand
for new poliry monitoring and signaling arrangements that
do not involve IMF financing, and continued to help mem-
bers improve their statistical data and comply with interna-
tional standards and codes.

Biennial Review of Surveillance

In its |uly 2004 discussion of the IMF's Biennial Review of
Surveillance,l the Executive Board confirmed the need for
focused surveillance built on high-quality analysis. The

review centered on how to make surveillance more effective

for all members, and, in so doing, reinforce the Fund's crisis

prevention efforts. It was based on an assessment by Fund
staff that sought to take into account views solicited not
only from country authorities but also from financial mar-
ket participants, think tanks and other nongovernmental
entities, and the media.

Directors agreed that IMF surveillance should evolve con-
tinuously, adapting to changes in the world economy and

the needs of member countries. They welcomed the

progress in strengthening surveillance since the 2002 bien-
nial review but underscored that challenges remained.

Mindful of the International Monetary and Financial
Committee's call for proposals to enhance the focus, quality,
persuasiveness, impact, and overall effectiveness of surveil-
lance, Directors considered a number of issues.

Focus and quality of analysis

Notwithstanding the expanded reach of surveillance,

country (Article IV) consultations must remain focused on
key issues, Directors reaffirmed. Coverage should be

adapted to country circumstances and the selection of top-
ics should be based on macroeconomic relevance. At the

apex of the IMF's hierarchy of concerns were external sus-

tainability; vulnerability to balance of payments or cur-
rency crises; sustainable growth and the policies to achieve

it; and, for systemically important countries, conditions
and policies that affect the global or regional economic
outlook.

The IMF had generally succeeded in covering a broader
range of topics without losing focus, Directors agreed. Still,
individual consultations would benefit from more discrimi-
nating coverage of issues outside the IMF's traditional areas

of expertise, greater use of information from appropriate
outside sources, and more selective coverage of trade mat-
ters (Box 2.1), with a focus on those that most influence sta-

bility and growth prospects. The Board encouraged staff to
exchange views with members in defining priority topics
but stressed that staff retain ultimate responsibility for
selecting them.

Directors emphasized that IMF surveillance was an ideal

vehicle for the analysis of global and regional spillovers.
They saw substantial scope for improving the treatment of
these issues through greater integration of country, regional,

and global surveillance. They also called for fuller treatment
of the global impact of the largest member countries' eco-

nomic conditions and policies and for more pointed treat-
ment, in all consultations, of risks to the short- and

medium-term outlook.

lThe Board's discussion is summarized in Public Information Notice No.

041 9 5, www.imf. org/ external/np / sec/pn/ 2004/pn049 5.htm; the review can

be found at www.imf. org/ external/ np/p dr/ surv/ 2004/082404.htm.

Informal Board discussions of issues affecting different
regions were valuable crrmplements to the global and coun-
try surveillance exercises, Directors agreed. Such discussions
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E@The IMF's role ln trade

Trade policy has traditionally been an impor-

tant part of IMF surveillance and, in a number

of cases, IMF-supponed programs. Every few

years, the llVlF reviews aspects of its work on

trade.The review undertaken during FY2005

was broader than previous reviews.

At their February 2005 discussion of the

IMF's role in trade,l Directors endorsed the

Fund s trade policy agenda and policy posi-

tions.They reaffirmed the importance of suc-

cessfully concluding the Doha Round of

multilateral trade negotiations to promote

efficiency and growth, reduce poverty, and

support the achievement of the Millennium

Development Goals. Developed countries had

a critical role to play in addressing remaining

impediments to trade, Directors agreed, by

removing restrictions to exports from develop-

ing countries, reducing tariff escalation, and

cutting agricultural and other subsidies.

Developing countries, for their part, had to

commit to further trade liberalization.

analysis of the spillover effects of the trade
policies of key industrial countries to cover

the trade policies of larger middle-income

countries, which increasingly affect the

export prospects of other countries. Directors

also encouraged the staff to increase cover-

age of trade in services, noting its growing

importance.

The Board cited the proliferation of regional

trade integration arrangements and the asso-

ciated pooling of trade policy and administra-

tive decisions. While recognizing that

multilateral trade liberalization on a most-

favored-nation basis was the preferred way to

secure open markets globally, Directors

emphasized that regional trade agreements,

if appropriately structured, could provide

immediate economic benefits and be com-

plementary to and compatible with multilat-

eral liberalization.

The IME in collaboration with other interna-

tional institutions (particularly the World Bank

and the World Trade 0rganization) and

donors, should continue to give trade-related
policy advice to low-income countries with the

aim of integrating trade reforms more system-

atically into their Poverty Reduction strategy

Papers. Such advice should draw on the work

prepared in the context of the lntegrated

Framework (lF), an interagency initiative to

coordinate trade-related technical assistance

with development partners and help main-

stream trade into national strategies.The llUF

should also consider how best to work in a

collaborative way with other partners, through

the lE to explore further ways of easing low-

income countries'adjustment to more liberal

trade regimes.

With regard t0 the ll\4F's work in providing

financial suppon for member countries'

adjustment and reform programs, Directors

welcomed the recent reduction in trade

conditionality, which was due to, among

other things, the general streamlining of the

Fund's structural conditionality and the adop-

tion of more open trade policies by many

countries. Directors endorsed the IMF's recent

emphasis on trade-related macroeconomic

vulnerabilities, which remained a pressing

issue for the poorest countries with Fund-

suppofted programs, and welcomed the intro-

duction of the Trade lntegration Mechanism

(TlM) as a means of dealing with this issue

(see Chapter 3).

Directors agreed that the IMF's assessment of

trade policy issues remained indispensable in

the context ofArticle lV surveillance and other

functions. They acknowledged that the related

work of other institutions could provide valu-

able insights in such assessments from a dif-

ferent perspective but said that it could not

replace the Fund's own work.

Directors broadly endorsed the Fund's work

on trade and favored only a fine tuning.They

considered it useful to extend the staff's

1"lMF Executive Board Reviews Fund's Work on

lnternationalTrade," Public lnformation Notice

No. 05/49, www. imf .orgexternal/ np/ sec/ pn/
2005/pn0549.htm.

provided useful opportunities to undertake comparative
analysis of major developments and policies within each

region and could shed further light on the regional trans-
mission of shocks.

Clear and candid treatment of exchange rate issues remained
a challenge. While recognizing the sensitivity of exchange
rate issues, Directors stressed that a thorough discussion of
them continued to be critical for surveillance. Ttr enhance
such discussions, Directors endorsed

r clear identification of the de facto exchange ratc regime
in staff reports;

! more systematic use of a broad range of indicators and
other analytical tools to assess external competitiveness;
and

r a thorough and balanced presentation ofthe policy dia-
logue between staff and member country authorities on
exchange rate issues, particularly when the views of staff
and the authorities diverged.

No exchange rate regime was appropriate for all countries
or all circumstances, I)irectors reiterated.

Separately, in a seminar in December 2004, Directors dis-
cussed what a country should do to make a successful

transition from a fixed to a flexible exchange rate regime
(Box 2.2).

While Directors welcomed recent improventents in the
coverage <tf financial sector issues in surveillance, they
observed that coverage was not yet on a par with that of
other main issues. (Furtl.rer details on how the Fund is
enhancing financial sector surveillance are discussed

below.) They pressed the staff to make use of all available
options to bring the necessary expertise to bear on analysis
of financial sector issucs.

L)irectors reiterated that vulnerability to balance ofpay-
ments or currency crises, and external sustainability, were

key concerns. The IMF's strategy to improve vulnerability
assessments and balance sheet analysis was having a positive
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ln recent years, a number of IMF member

countries have moved from fixed to flexible

exchange rate regimes. Most ofthese shifts

have occuned under disorderly conditions.The

Executive Board asked Fund staff to provide

more advice to countries making such transi-

tions, given their complexity from both an insti-

tutional and an operational perspective.

At a seminar in December 2004,1 Directors

agreed that four ingredients were generally

desirable to support a successful, orderly

transition to a float:

r a deep and liquid foreign exchange market;

r a coherent intervention policy;

r an appropriate alternative nominal anchor;

and

r adequate systems for reviewing and man

aging public and private sector exchange

rate risk.

Directors acknowledged that these four ingre-

dients constituted an ideal framework and

1"lMF Executive Board Discusses Fixed to Float:

0perational Aspects of MovingToward Exchange

Rate Flexibilityi' Public lnformation Notice

No. 04/141, www.imf.org/external/np/sec/pn/

2004/pn04147.htm.

impact, and Directors urged the staff to continue refining
analytical techniques, while recognizing the data con-

straints. They called for better integration of the vlriotts
components of vulnerability assessments to provide a

clearer view in staff reports.

Areas outside the IMF's traditional expertise-such as the

investment climirte, institutior.ral reforms, and social iss11s5-

had received substantial attention in Fund surveillance.

Directors considered that, in irddition to greater selectivity
and wider use of appropriate outside sources of informa-
tion, coverage of the investment climate ar.rd institutional
reforms would benefit from greater attention to past and

current implemer.rtation of policy recomrnendatior.rs. Most
Board members felt that, in rnernber countries where

shocks could have a sizable in-rpact on social conditions,
Article lV consultations and other contacts could offer an

opportunity to solicit interested member countries' views

on protecting social safety nets or other priority expendi-
tures in times of economic stress.

Turning to the IMF's efforts tcl foster good governance in its
member countries, Directors viewed the in.rplementation of

that some countries had successfully floated

their exchange rates without meeting evely

condition fully.

ln reviewing the key aspects ol developing a

deep and liquid foreiEn exchange market,

Directors highlighted the need to reduce the

central bank's market-making role, increase

information flows in the market, and improve

the market microstructure.They also under-

scored the need to foster two-way risk in the

foreign exchange market to help develop risk-

management expertise and minimize destabi-

lizing trading strategies.

Tu rn i n g to i nte rv e nti o n s trategles, Di rectors

recognized the difficulties in identifying the

conditions for, and determining the appropri-

ate timing of, intervention.They noted that

identifying and correcting exchange rate mis-

alignments were difficult in practice and that

exchange rate movements might provide

important market signals. They cautioned that

intervention should not be used as a sub-

stitute for implementing prudent macro-

economic policies and structural reforms.

Directors agreed that lnflation targeting could

be a useful and transparent nominal anchor

to a more flexible exchange rate regime. lVany

countries, however, lacked the institutional

prerequisites to implement inflation targeting

Strengthening survei llance and crisis prevention

quickly and successfully. Furthelmore, Direc-

tors stressed that other nominal anchors

could also be used to promote credible anti-

inflationary monetary policies that, combined

with sound fiscal policies, could provide a

solid environment for flexible exchange rate

regimes.

Direotors recognized that floating transfers

some risks back to the private sector and

could bring some vulnerabilities to the fore.

They thus encouraged countries to stren$hen,

at an early stage, systems to manage foreign

exchange risk in the private sector. They also

encouraged the use of such systems for the

public sector.

From fixed to floatlng exchange rates

Board members agreed that the pace at

which relevant institutions could be built was

a main determinant of how early preparations

for an exchange rate float could help bolster a

country's ability to make the move in an

orderly manner.

Most Directors agreed that experience high-

lighled the risks of opening capital accounts

before floating the exchange rate, especlally

the risk of sudden outflows. ln light of experi-

ence, they supported moving toward increas-

ing flexibility ahead of, or at the same pace

as, liberalizing the capital account, depending

on country circumstances.

the 1997 Guidance Note'on Governance2 as broadly satis-

factory. At the same time, coverage of governance issues in
Article IV consultations should be refined, Directors agreed,

including through the greater use of existing governance

indicators. Fund staff should also draw more systematically

on Ileports on the Observance of Standards and Codes
(ROSCs) (see "Standards and codes, and data provision to

the Fur-rd," below) and other available material and pay

closer attention to policy recommendations and their
irn plementat io n.

Article IV cor.rsultation reports for low-income countries
typically contain a broad treatment of growth objectives

because, as these countries make progress on macroeco-

nomic stability, the main challenges many of them face are

sustaining high growth rates and reducing poverty. In many
cases, coverage has been extended to an analysis ofthe
sources and impediments to growth. Most Directors consid-
ered that, where relevant, consultations could be used to

rsee rrlrv. iny'.rrr.q /t'xtcrnol/n p / scc / nlt / 1 997 / rrb97 I 5.htnfi I 2.
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analyze alternative macroeconomic scenarios under differ-
ent aid flow assumptions, thereby shedding light on sustain-
able macroeconomic scenarios. Directors urged the staff to
pay greater attention to external shocks that could derail
growth in low-income countries and actions that might
help improve these countries' resilience. They underscored
the importance of close monitoring by the international
community of progress toward the achievement of the Mil-
Iennium Development Goals (see Chapter 4) and suggested
that, for this purpose, IMF surveillance in low-income
countries should draw as much as possible on World Bank
information.

The quality of surveillance in countries with IMF-supported
programs had improved since 2002, Directors agreed. They
noted that progress on considering the short- and medium-
term economic outlook had been more limited, but were
hopeful that more systematic use of alternative scenarios
would foster advances in this area.

Policy dialogue with country authorities

A close and frank policy dialogue between the IMF and its
member countries is essential for effective surveillance.
Directors therefore stressed the importance of a close rap-
port with member country authorities based on trust; they
agreed that frequent contacts outside Article IV consulta-
tions could help. They also encouraged staff to make greater
use of cross-country studies.

In reviewing the modalities of surveillance in currency
unions, Directors noted that the formal procedures for sur-
veillance of the euro area had worked well and that the
modalities for the other currency unions-the West African
Economic and Monetary Union, the Central African Eco-
nomic and Monetary Community, and the Eastern

Caribbean Currency Union-have also moved toward
greater formalization. They favored establishing an appro-
priate framework for policy discussions with regional insti-
tutions in these three currenry unions, which would
recognize that the discussions should be part of Article IV
consultations with concerned members. Such steps would
strengthen surveillance over monetary and exchange rate
policies, trade policies, and financial sector regulation and
supervision.

Communication and signaling

Effective communication of the IMF's policy messages is
essential for enhancing the overall effectiveness of surveil-
lance, Directors agreed. It helps inform economic discus-
sions in member countries and encourages sound decisions
by market participants. At the same time, communication,
including publication, while crucial for transparency,

should not come at the expense of the Fund's role as a con-
fidential advisor to members by reducing the candor of the
dialogue with them and in reporting to the Board. To
strengthen communication of the IMF's policy messages,

Directors encouraged staff to develop outreach programs
(see Chapter 8) and enhance contacts with local think
tanks and also to disseminate more actively within the
Fund best practices and innovations in the modalities of
consultations.

Directors also discussed how the IMF could best respond to
requests from some members for frequent policy monitor-
ing and for delivering a signal on the strength of a member's
policies (see below under "Policy monitoring, precautionary
arrangements, and signaling").

Assessing the effectiveness of surveillance

Directors underscored the importance of regularly assessing

the effectiveness of surveillance, while conceding that it was

a daunting task. This was partly because, with the broaden-
ing purview of surveillance and its transformation into a
more public process, the chain of reactions to IMF policy
advice had grown more complex. Directors thus appreci-
ated that the staff's papers for the biennial review were
based not only on an in-house assessment but also on out-
reach to external audiences. In addition, to make further
progress, they also encouraged greater discussion ofthe
effectiveness of individual Article IV consultations, includ-
ing, as needed, the relevance or appropriateness of past IMF
policy recommendations and the authorities' responses, as

well as clearer delineation and planning of the focus of indi-
vidual consultations.

Use of staff resources

Some Directors thought that the total cost of staff resources

devoted to surveillance was already substantial and saw little
scope for implementing the review's recommendations
fully. A number of others maintained that stronger surveil-
lance could be achieved through more strategic manage-
ment of resources and better prioritization. Many Directors
called for further consideration of resource savings and off-
sets, such as greater selectivity in the coverage of individual
surveillance exercises.

Given resource limitations, Directors saw a need to define
priorities among strategic objectives and specific recom-
mendations, while recognizing that the effectiveness of
IMF surveillance depended on its evenhanded implemen-
tation. They supported assigning immediate priority to
sharpening the focus of Article IV consultations and ensur-
ing deeper treatment of exchange rate issues; enhancing
financial sector surveillance; and deepening the coverage of
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regional and global spillovers in country surveillance (Box

2.3). These would serve as the monitorable objectives for
the next biennial review. In addition, progress on improv-
ing debt sustainability and reducing balance sheet vulnera-

bilities and further work on surveillance in low-income
countries would also be monitored in the next review.

Financial sector surveillance

A well-regulated and well-supervised financial system is

essential for any country to maintain macroeconomic and

financial stability and avoid financial crises. In its continu-
ing efforts to help member countries in this important area,

the IMF during the financial year

r completed 24 assessments under the joint Fund-Bank
Financial Sector Assessment Program, of which 6 were

updates. Another 36, including 8 updates, were either
under way or scheduled for the next fiscal year or later;

r held Board seminars and discussions on issues such as

gaps in financial sector regulation and implementation
of monetary policy at different stages of market
development;

r launched a pilot project in l2
countries to test wcvs to improve
coverage of financial issues in Arti-
cle IV consultations;

r devoted additional resources to
monitoring fi nancial systems,

especially using financial sound-
ness indicators (Box 2.4);

r completed the first phase of the

assessment of offshore financial
sectorsi and

r increased participation by financial
sector experts in Article IV mis-
sions or in separate missions, and

enhanced training in financial sec-

tor issues for staff working on

country surveillance.

@ Better integrating country rcglonal, and globalsurvelllance

Strengthening surveillance and crisis prevention I

their resilience to crises and cross-border contagion and to
foster sustainable growth by promoting financial system

soundness and financiaI sector diversity. Assessments of
financial systems undertaken under the FSAP

r identifr the strengths, risks, and vulnerabilities in the

financial system and the two-way linkages between

financial sector performance and the macroeconomy;

r ascertain the financial sector's development needs; and

r help country authorities design appropriate policy
resPonses.

The comprehensive nature of financial sector assessments

requires a wide range oI analytical tools and techniques.

These include financial stability analysis, stress testing and

scenario analysis, and assessments of countries' observance

of relevant international financial sector standards, codes,

and good practices. In implementing the FSAP, the IMF and

the World Bank draw on feedback received from the Execu-

tive Boards of both institutions, from countries that have

participated in the program, and from various international
groups. They also draw on the knowledge of experts from a
range of cooperating central banks, supervisory agencies,

standard-setting bodies, and other international institu-

lighting spillover effects and regional issues,

and need to be better integrated with country

surveillance.The Fund has initiated a numbel

of reviews of regional financial sector issues

where there are impoftant commonalities and

spillovers across countries. For example, the

operation of regional financial conglomerates

dermands the close cooperation of relevant

supervisors and an intensified exchange of

information.The first such review, covering six

cc)untries in Central America, was undertaken

in FY2005.

Fina ncia I Sector Assessment
Program

The Financial Sector Assessment

Program (FSAP) rvas introduced in
May 1999 by the IMF and the World
Bank to strengthen the monitoring of
financial systems. It is designed to

help countries prevent or increase

To enhance its analysis of global and regional

spillovers, the IMF is working to better inte-

grate country-level, regional, and global sur-

veillance. lts principal means for doing so are

through the Executive Board's reviews of the

Fund's main global surveillance documents,

lhe World Economic lutlook reports and the

Global Financial Stabi/lty Reports (see

Chapter 1).

The Fund will also sharpen its focus on global

and regional issues in country surveillance.

Article lV consultations with systemically or

regionally important Fund members will need

to provide fuller treatment of the cross-border

effects of their economic conditions and

policies. To date, such analysis has focused

principally on the systemic effects oftrade
policies. More generally, consultations will be

more explicit in linking economic performance

to global economic and financial conditions,

and will enhance the IMF's analysis of

country-specifl c vulnerabilities to global

economic and financial risks.

Regional surveillance and global surveillance

complement country surveillance by high-

At the same time, the increasing interdepend-

ence of economies reinforces the central role

that global surveillance must play in the IMF's

fulfillment of its responsibilities for overseeing

the functioning of the international monetary

system, safeguardin g global fi na ncial stability,

and promoting cooperative action to address

global imbalances.The IMF's research agenda

will give particular attention to evolving priori-

ties for surveillance and program design-

including international spillovers-and to how

n]ember countries can cope with volatility in

global economic conditions.
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Financlal soundness lndicators

The financial crises of the mid- to late 1990s

in a number of emerging markets under-

scored the need for new tools to detect vul-

nerabilities in financial systems. ln response,

the IMF developed a broad set of indicators

and analytical techniques, including indica-

tors designed to evaluate the health of a

country's entire financial system, in contrast

t0 bank prudential indicators, which apply

only to individual institutions.

After the Guide was finalized in July 2004,

the IMF Executive Board recommended

that staff undertake a coordinated com-
pilation exercise. Statistical coordinators

and compilers from about 60 countries
participating in the pilot project on a volun-

tary basis met in Washington in November

2004 to discuss and finalize the specific

terms of reference for the exercise. Coun-

tries participating in the exercise have

made a commitment to compile and submit

to the IMF end-2005 data for at least a

core set of 12 indicators covering the bank-

ing sector. (The Gulde contains the list of

core and encouraged indicators.) The

countries are encouraged to follow the

Guide's recommendations to the extent

possible to foster comparability of data

across countries, but are permitted to use

existing methodologies.To assist data users,

countries have also committed to prepare

metadata (information about the data),

including on deviations of their existing

methodologies from the recommendations

in the Guide.

advice. In addition, especially in
assessments of lower-income coun-
tries with underdeveloped financial
systems, rnore effort had been

devoted to explaining why specific
markets were missing and broad
access to financial services was lim-
ited. Feedback from country authori-
ties underscored the usefulness ofthe
program in diagnosing stability and
development needs in financial sys-

tems and in charting appropriate
policy responses. Directors cited
country ar-rthorities' suggestions of
areas for further improvement as key

to strengthening the FSAP.

Joint and voluntary rrcture. Most
Directors agreed that the FSAP's two
key features-its joint World
Ilank-lMF' character and its volun-
tary nature-should remain
unchanged. The FSAP exercise was a

good example of effective Fund-Bank
collaboration. Its ioint nature effi-

once the set 0f indicators was agreed upon,

the question arose as to how the IMF could

help national authorities develop the ability to

compile them, ensure that they were compa-

rable across countries, and disseminate them

to increase market transparency and

strengthen market discipline.The first step

was the preparation o1 a Compilation Guide

on Financial Soundness /ndicators,l which

Ieflects the consensus of experts as well as

feedback from the public.

lAvailable al www.imf .orE/extemal/ np/sta/fsi/
e n g/ 200 4/ eu i d e/ i nd ex. htm.

tions, and outside experts augment the expertise in the IMF
and the World Bank.

At a March 2005 IMF Board discussion of the Financial Sec-

tor Assessment Program,3 Directors noted that it remained
a cornerstone of financial sector work by the I M F and the
World Bank in menrber countries. About 120 countries,
two-thirds of the mernbership, have already participated or
requested participation in the FSAP. [)irectors noted that
further proposals rnay arise from the upcoming reviews of
the program by the Independent Evaluation Office (IEO)
and the Wurld Bank's Operations Evaluation L)epartment
(OED). These studies, together with the Fund's own strate-
gic review, will provide an opportunity to make a more in-
depth and critical assessment of the progress so far and the
program's overall effectiveness.

Assessments continued to be comprehensive and to high-
light a broad range of financial sector vulnerabilities, while
heightening member countries' awareness of international
financial standards. Expertise developed in the assessment
process has also improved the quality of IMF trnd Bank

rThe discussion is sunrrnerrized in I)ublic Infornration Noticc No.05/47.
wn'w.int.l'.org/cxternol/np/sec/pn/2005/pn0547.lttm. Staff papers on the

IrSAP are posted at www.imf.org/cxtcnnl/np/liap/2005/022205.htnr itttl
www. imf. o rg/ e xte rnal/ n p / l\o p / 200 5 / 0 2 2 20 5 a. h t r t.

ciently pools resources from the two
institutions, contributes to a broad
perspective on financial issues in

low- and middle-income countries, and leads to greater
consistency in policy advice. In addition, the FSAP's volun-
tary participation results in greater country ownership.
Directors stressed the in-rportance of maintaining the case-

by-case design of FSAP assessments to ntake the exercise

useful to countries, within limits that preserve the pro-
gram's integrity.

Strconilining. Directors noted that recent IrSAP streamlining
and irnproved prioritization had resulted in assessments

that are better tailored to country circumstances. This,
along with the smaller average size of financial systen.rs

undergoing initial assessments in the previous two years,

had contributed to lower average costs per FSAR freeing up
IMF resources for other financial surveillance work, such as

FSAP updates and participation in Article IV missions, and
allowing the World Bank to put more emphasis on issues

related to financial sector development. As a result, the bal-
ance of resources used in the program had become more
equally distributed between the two institutions.

FSAP updates. Directors noted that the number of FSAP

updates was rising and would eventually account for the
bulk of the program. Since 2001, l2 updates have been
cornpleted, and more are planned. They agreed that updates
would require, at a minimum, an assessment of financial
sector developments and progress in implementing earlier
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FSAP recommendations. Updates should contain a financial
stability analysis, reassessments of key development and
structural issues raised in the initial assessment, and factual
updates of key standards and codes. At the same time,
updates could include additional elements if justified by
new developments or particular risks. Flexibility would
maximize the program's usefulness to country authorities
and its contribution to surveillance.

Given the pace of financial sector development and the
need to keep the staff's institutional knowledge current
enough for effective financial sector work, an average fre-
quency of FSAP updates of about five years seemed reason-

able. In any particular country, however, the freqr.rency

would depend on financial sector developments; the coun-
try's willingness to participate, systemic importance, and

track record in implementing recommendations fnrm pre-
vious assessments; and resource availability.

Country coverage and follow-up. The Board agreed that the
FSAP had achieved broad country coverage, especially of
systemically important countries, but that coverage differed
widely among regions. Many Directors were concerned that
several systemically important countries had yet to request

an initial assessment, and they encouraged these countries
to do so.

While Directors supported the steps taken by Fund staff to
strengthen follow-up monitoring of financial systems, more
needed to be done to ensure that issues identified during
the FSAP were followed up through IMF surveillance.
Directors therefore encouraged more systematic participa-
tion in Article IV consultations by financial sector special-
ists and more technical support fron.r headquarters. They
also urged staff to continue making technical assistance

fi,rllow-up more systenlat ic.

Additional work. Directors favored continued research on
developmental and stability issues to better underpin the
IMF's policy advice in the financial sector. They saw great
potential in regional financial exercises for regions with
substantial cross-border links. Directors agreed that coun-
tries could gain from deepening such linkages while
addressing related vulnerabilities.

Gaps in financial sector regulation

In 2000, the IMF Executive Iloard endorsed a set of interna-
tional standards in the area of financial sector regulation tcl

help guide policies and reforms in Fund member countries.
The assessment of the observance of these standards by
Fund members is carried out mainly in the context of the
FSAP. The Financial Stability Forum and the standard-
setting bodies have asked the Fund to provide periodic feed-

back on the assessment process, emerging issues for
regulators, and the adequacy of international guidance.

Chile's economy grew at an annual rate of 6.1 percent in calendar

2004, a level not seen since the mid-1990s, thanks to a sharp improve-

ment in Chile's terms of trade and the strong performance of both min-

eral and nontraditional exports. Private investment picked up

significantly, including in the mining sector, and the economic growth

outlook for the remainder of 2005 remains favorable.

ln 2004/2005,1he Chilean authorities continued to pursue prudent

macroeconomic policies. Consistent with the country's structural bal-

ance rule, which aims at a cyclically adjusted surplus of I percent of

GDB the central government registered a surplus of 2/4 percent of GDP

in 2004.The central bank has continued to manage monetary policy

prudently in the context of its inflation targeting framework and, in April

2005, headline inflation was about 3 percent, the mid-point ofthe cen-

tral bank inflation target range.

ln August 2004, the IMF and the World Bank jointly completed a Finan-

cial System Stability Assessment (FSSA) for Chile that included Repons

on the observance of Standards and Codes (R0SCs) on monetary and

financial policy transparency, banking supervision, and securities regula-

tion.Ihe FSSA, which found that Chile's financial system was robust,

outlined suggestions for further improvements, including strengthening

competition in the provision of financial services, modernizing the secu-

rities market infrastructure, and enhancing financial oversight.

Ghlle-lMF actlvltles ln FY2005

August 2004

September 2004

October 2004

December 2004

March 2005

Completion of the 2004 Article lV consultation

discussions and publication ofthe FSSA and

accompanying R0SCs

Visit of Managing Director Rodrigo de Rato

Publication of Detailed Assessment of 0bservance

of the IMF Code of Good Practices on Transparency

in Monetary and Financial Policies under the Finan-

cial Sector Assessment Program

Staff visit

Publication of ROSC-F|nancial Action Task Force

Recommendations for Anti-Money-Laundering and

Combating the Financing of Terrorism
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In October 2004, the Board considered a staff paper, Finan-
cial Sector Regulation: Issues and Gaps.a The paper reviews
issues in financial regulation across the banking, insurance,

and securities sectors, and highlights some of the practical
issues in the implementation of good regulation across

these three sectors. It examines the implementation of
financial sector regulation in 36 Fund member countries
where regulatory systems in all three sectors were assessed

under the FSAP during 2000-03. A cross-sectoral approach

to the review of regulatory systems was chosen to enable the

Fund to identifr common regulatory themes.

Directors had a wide-ranging discussion covering, among
other things, the role of good-quality regulatory precondi-
tions, some issues regarding the standards themselves, the

challenges that financial conglomeration and the interna-
tionalization of finance pose for financial sector regulators,
and structural factors such as dollarization and state owner-
ship of financial institutions. They considered high-quality
financial regulation to be a key element of financial stability
and important for Fund surveillance, and agreed that the
existence of certain preconditions-including sound
macroeconomic policies, adequate legal and accounting
frameworks and standards, and the availability of human
and financial resources-is crucial for effective financial
regulation.

Monetary policy implementation at different stages of
market development

Central banks in emerging market and developing economies
have been moving toward greater reliance on money market
operations for the implementation of monetary policy. The

Fund has encouraged the process and provided technical
assistance for the transition. So far, the experience of these

economies with market-based monetary policy operations
has been mixed. Limited competition in financial markets

has complicated the use of money market operations, partic-
ularly in some smaller countries. While some larger countries
have successfully begun market operations, others still can-
not fi.illy rely on money market operations for Iiquidity man-

agement, despite lengthy periods of adjustment.

At a seminar in November 2004,5 the Board discussed the

Fund staff's effiorts to identify guidelines for developing
strong frameworks for monetary poliry operations.

aAvailable at www.imf.or g/ external/np / mfd/ 2004/ eng/ 1 02 504.hf m; see also

"Financial Sector Regulation: Issues and Gaps-Background Paper,"

www.imf.org/external/np/mfd/2004/eng/08 I 704,htm; and the summary of
the Board discussion in Public Information Notice No. 04/ I 3l ,

www.imf. o r g/ external/ np / s e c/ p n/ 2004 / p n0 4 1 3 1. h t m.
5The Board discussion is summarized in Public Information Notice

No. 05/I5, www.imf.org/external/np/sec/pn/2005/pn051 5.htm. The paper is

posted at www. imf. org/ external/ np / mfd/ 2004/ eng/ 1 02604,htm.

Directors saw as useful the development of a menu of
options for implementing monetary policy that takes into
account potential impediments to market development,
including the extent ofdollarization, the size ofthe country,
the government's financing needs, structural excess liquid-
ity, central banks'implementation capacity, and the strength

of the banking system. They encouraged follow-up work to
further refine the IMF's policy advice to countries develop-
ing their money markets.

0ffshore fi na ncial centers

During FY2005, the first phase of the assessment of offshore
financial centers (OFCs) was completed. These centers

account for a sizable portion of global financial flows and

thus are important for global financial stability. In recogni-
tion of this, in June 2000, the Financial Stability Forum
encouraged OFCs to take steps to meet international stan-

dards and codes and asked the IMF to undertake initial
assessments of them. The IMF's Executive Board, at the
November 2003 review of the Offshore Financial Center

Assessment Program, commended the significant progress

made by the program since it was initiated in 2000 and

agreed with its proposed evolution.

Some offshore centers do better than many countries in
complying with international standards and codes of good

practice. Nevertheless, deficiencies remain, notably in cen-

ters'efforts to combat money laundering and the financing
of terrorism, cross-border cooperation, and information
exchange between jurisdictions and domestic agencies. In
its assessments of offshore centers, the IMF evaluates com-
pliance with international standards in banking, insurance,

and securities, and with the policies, laws, and methods
needed to prevent money laundering and the financing of
terrorism.

The evaluation of the first phase of the IMF program-
completed in February 2005,6 in which 41 out of 44 juris-
dictions were assessed and their reports published-found
that progress had been made in meeting the four priorities
set by the Executive Board:

r regular monitoring of developments in financial centers;

r improved transparency through an information network
developed by Fund staff in consultation with OFCs;

r expanded Fund technical assistance; and

r greater collaboration with standard-setting bodies and

onshore and offshore supervisors.

6"0ffshore Financial Centers: The Assessment Program-A Progress

Rep or t l' www. imf . o r g/ exter n al/ np / p p / eng/ 200 5 / 0 2 2 5 0 5. h t m.
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At an informal seminar in March
2005, the Executive Board also con-
sidered a staff paper on possible
modalities for integrating informal
remittance providers into the formal
sector through a regulatory frame-
work to avert the risk that informal
systems could be misused for money
laundering or the financing of
terrorism.

How should government debt be structured to

reduce the likelihood of crises? A paper by

Fund staffl considers recenUy developed

analytical approaches to improving the struc-

ture of sovereign debt using existing debt

insuuments and cites the pros and cons,

and the prastical challenges, of a number of

innovations.

Three key messages emerge from the

analysis:

r The credibility of fiscal and monetary poli-

cies has a strong influence on the willing-

ness of investors to hold long-term local

currency bonds. Credibility depends on

both the quality of a country's instltutions

and the country's reputation for sound pol-

icymaking. Building such a reputailon can

take many years, butthe combination of

macroeconomic stabilization and institu-

The p.pe,r , revised form, was publishetl in

January 2005 as IMF occasional Paper N0.237,

Sovercign Debt Structurc for Cisis Prcvention,

Eduardo Borensztein and othens (Washington:

lnternatjonal Monetary Fund), www.inf.org/

erter nal/ pubs/ nfv op/ 23 7 / 0p23 7. pdf .
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tlonal and structural mforms can accsler-

ate the pmcess.

r Findlng ways to protoct pdvats cr€dltors

from Oe dlluton of so€rsl6n dobt could

reduce the cost of bonowlng and lncriass

low-debt countdes' marlot accesg as y€ll

as help pr€vent owrborowlng and rlsky

debt suuctures, Debt dlluuon 00cuG whon

new debt reduces the clalm that oxlstlng

credhors can hope to rccovor ln tho 6\,ont

of a default Dllutlon has long been recog-

nized as a problem ln the clntext of corpo-

rate debt, wher6 lt ls addrossod through

debt covenanb and expllctt senlofi.Ihe
Fund staff paper argues for further lrryestl-

gatlon of analogous lnnowtlons ln tho sov-

erelgn context.

r lnstruments wlth oqulty-llke features, whlch

provide for lower payments ln tho ev6nt of

adverse shocks and weak gconomlc p6r-

formance, can help soverelgns lmprove

debt sustalnabillty and lnternatlonal rlsk-

sharing. ln partlcular, GDP-lndexed bonds

would provide substantial lnsuranco beno-

fits to both advanced and €merglng mailGt

economies, although they pEssnt substan-

tial implementatlon challon8os.

Balance sheet approach, debt,
and liquidity

One important contribution to the
analysis of an economy's vulnerabil-
ity to financial crises and to under-
standing how capital account crises

occur is the "balance sheet

approach"-that is, the examination
of the stocks of assets and liabilities
in an economy's main sectors for
mismatches in maturities, currencies,
and capital structures.T During
FY2005, such balance sheet analysis

was increasingly integrated into the
Fund's operations, with a particular
focus on the role of public debt.
Analyses of balance sheet vulnerabili-
ties are increasingly being incorporated into Article IV con-
sultations and other surveillance exercises.8

In their Biennial Review of Surveillance in fuly 2004, Direc-
tors reiterated that vulnerability to balance of payments or
currency crises and external sustainability are matters at the
apex of the Fund's hierarchy of concerns. They observed that
the current strategy to improve vulnerability assessments

and balance sheet analysis is having a positive impact and,
while recognizing data constraints, urged staff to continue
refining the analytical techniques. A few Directors consid-
ered that debt sustainability assessments would be enhanced
if they were conducted independently of regular country

75ee, for example, the note "lntegrating the Balance Sheet Approach into
Fund Operations," February 23, 2004, www,imf.org/external/np/pdr/bal/
2004/eng/022 j04.htm.

sExamples include "Bulgaria: Selected Issues and Statistical Appendix," iMF
Country Report No. 04/l 77, iune 2004, www.imf.org/external/pubs/ft/scr/
200a/cr0a177.pdf,"Australia: 2004 Article [V Consultation-Staff Report,"

IMF Country Report No. 04/353, Novemb er 2004, www.imf,org/external/
pubs/ft/scr/2004/cr04353.pdf; " Republic of Estonia: Selected Issues," IMF
Country Report No. 04/357, November 2004, www,imf.org/external/pubs/

ft/scr/2004/cr04357.pdf,and"Ukraine: Selected Issues," IMF Country Report
No. 05/20, )anuary 2005, www.imf.org/external/pubs/ft/scr/2005/cr0520.pdf.

work. Some other Directors considered that high-quality
vulnerability assessments are dependent upon close analysis
of country-specific conditions, which require area depart-
ments'expertise. All Directors saw a need for better integrat-
ing various components of lrrlnerability assessments to
provide a clearer view in staff reports on the extent of rul-
nerabilities. A number of Directors pointed out that balance
sheet analysis is relevant to assessments of vulnerabilities in
advanced as well as in emerging market economies.

Directors also held seminars to examine related issues,

including innovations aimed at reducing the vulnerabilities
that emanate from today's sovereign debt structures (Box

2.5) and liquidity management, and encouraged borrowing
countries to have a regular dialogue with their private credi-
tors (Box 2.6).

Debt-related vul nera bilities

In October 2004, the Board held a seminar to assess the
Fund staff's efforts to improve its vulnerability analysis

through the balance sheet approach. Discussion focused on
the staff paper "Debt-Related Vulnerabilities and Financial
Crises-An Application of the Balance Sheet Approach to
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@ tmestor rctauons prcgrams

Having recognized that improved communica-

tion with investors and creditors is critical to

the prevention and resolution of financial

crises, a number of countries and multina-

tional corporations have introduced investor

relations programs.The IMF's Executive Board

has emphasized the value to countries that

bonow from international capital markets of

establishing procedures for a regular dialogue

with their private creditors and has called

on Fund staffto follow up on this matter in

Article lV consultation discussions with

emerging market countries.

A study by IMF staffr notes that countries

and investors agree that an investor

relations program should include several

1" lnvestor Relations Programs-Recent Develop-

ments and lssues;' october 2004, www.imf.orE/

exte r n al / n p/ i c m / 200 4/ 1 0 260 4. htm.

elements, which may differ from country to

country:

r dissemination through a website ore-mail

of data and information on recent eco-

nomic performance and policy initiatives;

r establishment of channels (either formal

or informal) to answer investors'questions,

and to obtain feedback on their concerns;

r contacts of senior policymakers with

investors through meetings, teleconfer

ences, and road shows to discuss issues

of mutual interest; and

r coordination among government entities

in providing information to investors about

a country's economic situation and foster

ing a dialogue between investors and

government.

Many countries have made significant strides

in all of these areas since 2001.

analysis. The staff 's cross-country
analysis and ex post case studies illus-
trated how the debt structure and
balance sheet mismatches could con-
tribute to financial crises. The Fund
has also begun work on developing a

comprehensive approach to risk
analysis based on balance sheets (Box

2.7). Directors generally agreed with
the deliberate pace at which the staff
had been integrating insights from
the balance sheet approach into Fund

operations, especially with respect to
country surveillance. The need to
avoid a mechanistic approach could
not be overemphasized, and there was

as yet no intention to make the bal-
ance sheet approach a standardized
element of IMF surveillance. Going
forward, the Fund will work with
member countries to improve the sta-

tistical basis for more meaningful
assessments of balance sheet vulnera-
bilities, with due regard to balancing
the costs and the benefits of such an

endeavor to member countries.
@ Measur{ng and analyzlng balance sheet dsk with contingent claims

The contingent claims approach (CCA) is a widely used in the corporate sector to esti-

finance-based economic model used to ana- mate risk and is increasingly being used 1n Although balance sheet analysis

lyze the vulnerability ofthe balance sheets of the flnancial sector as well. lt is a tool that should preferably be applied to all

the corporate, financial, and public sectors. can help policymakers design and implement countries, because of resource con-

This approach uses barance sheet and finan- :llfc,* to reduce balance sheet risk and straints, priority w.uld necessarily be

ciat market oata to constrrct a ;;;;i;_ rank policv options. given ro countries whose balance

market balance sheet along with a set of ln an informal Board seminar on the contin- sheet weaknesses-particularly cur-

credit risk indicators. lt is different from other gent claims approach, Erecutive Directors rency nrismatches-appeared largest

vulnerability analyses in that it incorporates encouraged Fund staff to continue to develop and where Fund efforts would most
volatility to derive current estimates of risk the model as a means of identifying key vul- help reduce vulnerabilities. These
exposures. ln so doing,the approach provides nerabilities. Fund staff are in the processof include emerging market countries
a measure of balance sheet risk that is com- building a framework to estimate the credit risk and countries of systemic importance.
prehensive and fonvard looking. The CCA is of the corporate, financial, and public sectors. The staff would continue to work

with industrial countries to refine bal-
ance sheet analysis and to integrate

Emerging Market Countries," which takes a broad look at the assessments into Article IV consultations where relevant.

the evolution of various balance sheet indicators in emerg- Specifically, the staff would continue to apply balance sheet

ing markets over the past decade, and examines in more concepts in its study of the potential risks from equity and

detail several recent crises irnd near-crises.e (See "Debt relief housing price bubbles in mature countries. Directors

and sustainability" in Chapter 4.) observed that developing a balance sheet approach was a

Directors noted that an examination of currency and matu- :-*:l^lt*tess' 
with much more work needed at both the

rity mismatches in sectoral balar.rce sheets had ,;;;il;" 
analytical and the operational levels'

useful complement to the Fund's traditional flow-based

Liquldity management

*'rIr4F E*".u,iu. Bo.rd Discusscs llarancc Shcct Apprlvxch to Analysis o[ 11 May 2004' the Executive Board held a seminar to discuss

Debt-llelatecl vulnerabilirics in l:rr.rerging Nlarkets," public Infbrmation the interactions between international reserves, public debt

Notice No. (\5136, www.in.l.ttrt/cxtcnnl/np/scc/ptr/2005/ptt0536.hnn. management, and private liability management in limiting a
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country's liquidity risks. Liquidity management by member
countries is important for preventing financial crises, and
the IMF's focus on liquidity management complements its
other work on debt sustainability analysis and financial
sector surveillance.

Directors noted that foreign exchange reserves, along with a

country's exchange rate, played a key role in helping coun-
tries cope with external shocks by providing them with a

temporary buffer to limit immediate disruptions and giving
them time to put in place appropriate policy responses.

Reserves can also add to market confidence when combined
with sound policies, thereby strengthening economic and
financial stability. Directors emphasized, however, that
international reserves could neither substitute for sound
macroeconomic policies and prudent debt management
nor make up for fundamental external imbalances.

Reserve indicators are only a guide and a starting point in
analyzingthe adequacy of reserves, Directors agreed, and
they cautioned against a one-size-fits-all approach. Such

indicators had to be carefully interpreted, based on a com-
plete analysis of, and careful judgments about, a country's
macroeconomic circumstances.

Recent capital account crises have shown that both the
structure and the level of public debt can create major vul-
nerabilities in a country's balance sheets. More broadly,
sound liability management by both the public and the pri-
vate sectors can play a major role in containing exposure to
interest rate, currency, and rollover risks embedded in the
structure of national balance sheets. Directors thus saw

merit in enhancing the IMF's policy advice on public debt
management, building on the IMF's and the World Bank's
"Guidelines for Public Debt Management."r0 They empha-
sized the role of short-term, foreign-currency-linked debt in
generating vulnerability to crises, and thus the importance
of monitoring and addressing the combination of currency
and maturity risks in debt structures. Directors noted the
need to integrate the analysis of public debt with that of
macroeconomic developments and policies such as

exchange rate issues and the currency composition of debt.

Directors encouraged IMF staff to undertake further analy-
tical and empirical work on liquidity management issues, to
keep developing a diagnostic toolkit, and to continue inte-
grating liquidity management analysis in country work.

Policy monitorang, precautaonary arrangements,
and signaling

During FY2005 further consideration was given to the
instruments for signaling to markets and the public the

ln May 2003, the IMF's Executive Board approved a three-year Poverty

Reduction and Growth Facility (PRGF) arrangement for Ghana covering

2003-05. During this period, Ghana has made progress in achieving

most of the progam objectives and its economic performance has been

satisfactory.

Real GDP growth outpaced program projections during 2004, forthe

second consecutive yeal and Ghana built up international reserves as

a bufier against external shocks much faster than expected. While the

inflation rate remained above the central bank's target, it declined by

one-half by the end of 2004. At the same time, the ratio of domestic

debt to GDP-the government's fiscal anchor-has declined significantly,

helped both by better budgetary discipline and by faster GDP growth.

Satisfactory policy implementation also helped Ghana reach the com-
pletion point underthe enhanced Heavily lndebted Poor Countries

(HIPC) lnitiative in July 2004. Ghana received debt relief equal to

$2.2 billion, in net present value terms, and will be able to save about

1.2 percent of GDP in debt-service payments annually during the next

10 years.

Ghana-lMF actlvltles ln FY2005

June 2004 Submission of Ghana's Annual Poverty Reduction

Strategy Paper Progress Report

July 2004 Completion of the second review of Ghana's PRGF-

supported program

Ghana becomes the fourteenth country to reach the

completion point under the enhanced HIPC lnitiative

Publication of the joint IMF-World Bank assessment of

the PRSP progress report

Publication ofthe Report on the observance of Stan-

dards and Codes (module on fiscal transparency)

et

roAvailable at www. i mf. o r g/ exter n al/ p ub s / ft / p dm / e n g/ guid e / 0 8 0 40 3. h t m.
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Box 2.8

Ihe IMF's assessment of members' policies weaknesses of a country s macroeconomic adopted, should be devised in such a
and economic developments provides infor- and related structural policies. way as to fit appropriately into the
mationor"signals'thatmaybeusedbyother Toensureamoreregularprovisionof signals, Fund's arrayof instrumentsranging
agents-such as investors and donors-in some member countries have also requested from surveillance to Fund-supported
making decisions' For example,.the IMF's. . more frequent visits by IMF staff and, in some programs, noting that precautionary
assessments of economic ti:ld:,'j-d ryI'-tS cases, more frequent reporting to the tMF st"ra-ny Arrung.-enis and low-
ln publications such as the wlrld !ci.n.?.mh Board than annual Article lv consultations. access pRGF arr-angements have
0utlook andlhe Global Financial stability some of these countries want to support an served as useful instruments. Key
Reportmay inform investment decisions, and onsoing engagement with the donor commu- design issues, should such an instru_
Its report on a low-income country's policies niti or the world Bank, while others seek the -- _ i- , - , _- .

following an Article lV consultation may influ- 
benefits of a more intense dialogue with Fund ment De lntroouceo' woulq lncluoe

ence donors'aid decisions. staff and more frequent inoepenoent repo,ts the standard for activation of the

Typically, the Fund provides written and oral on economic developments. ln the cases of mechanism' modalities for reviews'

assessments directly to the donor community Jamaica, Lebanon, and Nigeria, IMF staff pre- and publication'

in response to specific requests from the lat- pare two reports a yearforthe Executive Also in September 2004, the Board
ter. 0n occasion, however, a member country Board. Although the publication of the reports ,. , '.

apptying to dono6 and renders for financiat is votuntary, most such reports have ffi; -t:::* lnt 
possible use of precau-

asslstance may request that the Fund's been published. Despite the racr, ot to*ai' tionary Stand-By Arrangements to

assessments be fonrtrarded to them.Ire endorsement of their policies, tn... *rniri., prevent capital account crises,l2 a

assessments are meantto enable the recipi- have found this intensified relationship with subject it has considered on a num-

ents to form a clear view of the strenghs and the IMF useful. ber of occasions in recent years' Pre-

cautionary arrangements are an

important instrument for signaling

IMF's assessments of members'policies outside the context policy discipline and providing contingency financing. The

of a financial arrangement, and to the current and potential use of these instruments is particularly relevant for coun-
roles of precautionary arrangements both in signaling and tries exiting from sustained use of Fund resources. They

in providing protection against the emergence and spread also have a role to play in supporting members'efforts to
of capital-account-driven crises. Previous Board discussions reduce their vulnerabilities to capital account crises. A diffi-
had not led to a consensus on these issues because of differ- cult issue pertaining to this crisis prevention role, however,

ences of view on whether existing Fund policies are ade- is the possible use of precautionary arrangements with
quate to address members'needs. exceptional access.
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Slgnallng under surYolllance

Some members continue to look to the IMF for more fre-

quent policy monitoring and delivery of signals on the
strength of their economic and financial policies outside the

context of a financial arrangement. They seek a mechanism

that demonstrates their commitment to sound policies,

either for domestic purposes or as a signal to international
creditors and donors, but do not need, or prefer not to
request, IMF financing. Demand for signaling by the Fund
has also come from donors and creditors.

A range of mechanisms can be considered-and indeed

have been used or explored in the past-as possible ways of
meeting members'demand for signaling. The Board had

another exchange of views in September 2004 on the possi-

ble design of a proposed signaling instrument, referred to as

the Poliry Monitoring Arrangement, against the back-
ground of a review of the history of signaling by the Fund.rr

Directors generally agreed that any

new signaling mechanism, if

In particular, many Directors argued that the expiration of
the Contingent Credit Line in late 2003 had left a gap in the

Fund's toolkit. A new policy that would provide ex ante

assurances ofappropriate financial support could help
strengthen the Fund's role in crisis prevention. By contrast,
many other Directors took the view that regular precaution-
ary arrangements within the normal access limits provided
sufficient support for member countries with strong poli-
cies and that innovations in Fund surveillance and efforts to
increase transparency were already bearing fruit.

As with previous Board discussions on these interrelated
issues, no consensus was reached.

Existing policies already allow for frequent consultation
with members that do not have a financial arrangement
with the Fund, affording a basis for staff assessments of the

I rFor further details, see "Signaling by the Fund-A Historical Review,"

www.imf.org/external/np/pdr/signau 2004/07 1 604.htm, and the summary

of the Board discussion, Public lnformation Notice No. 04/ I I 4,

www. imf , or g/ e xter nal / np / s ec/ p n / 2004 / p n04 1 1 4. h t m.

lrSee "Crisis Prevention and Precautionary Arrangements-Status
Report," www. i nf. or g/ exter nal / np /p dr / c p / eng/ 2004 / 090 304.htn, and the

summary of the Board discussion, Public Information Notice No. 04/ I 17,

www. irnf. org/ ext ernal/ np / sec/ p n / 2004 / pn04 1 1 7.htm.
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Reports on the Observanco of Standards

and Codes (RoSCS). A R0SC is an assess-

ment of a country's observance of one of

12 areas and associated standards useful

for the operational work of the Fund and the

Bank. The reports-about 75 percent of which

have subsequently been published-examine

three broad areas: (1) transparent govern-

ment operations and policymaking (data

dissemination, fiscal transparency, monetary

and financial policy transparency); (2) finan-

cial sector standards (banking supervision,

payments systems, securities regulati0n,

insurance supervision, and efforts to combat

money laundering and the financing of

terrorism (AMVCFI)); and (3) market

integrity standards for the corporate sector

(corporate governance, accounting, auditing,

insolvency, and creditor rights). Participation

in the standards and codes initiative contin-

ues to grow. As of end-April 2005,723
RoSC assessments and updates had been

completed for 122 countries, or two-thirds

of the Fund's membership, and most system-

ically important countries had volunteered

for assessments. l\4ore then 300 of the

RoSCs were on financial sector standards.

0f these, about one-third were related to

banking supervision, and the others were

fairly evenly distributed across the other

standards and codes (except for R0SCs

related to AMVCFI, which began to be

assessed later).

Specla! Data DlssomlnaUon Standard

(sDDS). Created in 1996, the SDDS is a

volunta ry standard whose subscribers-

countries with access to international financial

markets or seeking it-commit to meeting

internationally accepted norms of data cover-

age, frequency, and timeliness. Subscribers

also agee to issue calendals on data releases

and follow good practice with respect to the

integrity and quality of the data and access by

the public. SDDS subscribers provide informa-

tion about their data compilation and dissemi-

nation practices (metadata) for posting on the

IMF's Dissemination Standards Bulletin Board

(DSBB).1 Subscribers are also required to

maintain an lnternet website, electronically

linked to the DSBB, that contains the actual

data. SDDS subscriben began disseminat-

ing prescribed data on external debt in Sep-

tember 2003. As of April 30, 2005, there were

60 subscribers to the SDDS. Belarus, Egypt,

and Russia became subscribers in FY2005.

General Data Dlssemlnatlon Syrtem

(GDDS). IIe GDDS framework was estab-

lished in 1997 to help Fund member coun-

tries improve their statlstical systems.

Voluntary participation allows countries to set

their own pace but provides a detailed frame-

work that promotes the use of internationally

accepted methodological principles, the

adoption of rigorous compilation practices,

and ways in which the professionalism of

Strengthening surveillance and crisis prevention 
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national statistical agencies can be

enhanced.Ihe 79 IMF members pafticlpating

in the GDDS at end-April 2005 provide meta-

data describing their data compilaUon and

dissemination practices as well as detailed
plans for improvement for postinS on the

IMF's Dissemination Standards Bulletin

Board. Participation in the GDDS has nearly

quadrupled since 2001.

ln addition, the Fund staff has been develop-

ing the Statistical Data and Metadata

Exchange (SDMX) standard, in collaboration

with other international organizations.lhe

SDMX aims to facilitate efficient electrcnic

exchange and management of statistical

information among national and international

entities by providing standard practices,

coherent protocols, and other infrastructural

blueprints for reportinS, exchanging, and

posting data on websites.

Data Quallty Asrosrmont Framowod( (DqAfl .

The DQAF is an assessment methodology that

was integrated into the structure of the data

module of R0SCs following the fourth review of

the Data Standards lnltlatlves in 2001.Ihe

DQAFs broader application in provlding guid-

ance for improving data quallty has besn inte-

gmted into the Data Quallty Progam as well as

more promlnenuy into Article lV consultations.

ROSCs and data standads lnltlatlves

members'policies. These assessments may be released to

the public or to creditors or donors but do not constitute
endorsements of the policies or statements that the policies
meet a particular standard. Different variants of this
approach have recently been used for a number of coun-
tries (Box 2.8). At the request of the International Mone-
tary and Financial Committee at its April 2005 meeting, a

paper that addresses the issue of signaling for countries eli-
gible for assistance under the Poverty Reduction and
Growth Facility will be discussed by the Board in FY2006
(see Chapter 4).

Standards and codes, and data provision to
the Fund

The IMF and the World Bank assess member countries'
policies in 12 areas-data quality, monetary and financial
policy transparency, fiscal transparency, banking supervi-

rlhe webslte address ls dsbb.imf.org,/

Appl i cati o n s/web/ dsbb h o ne/.

sion, securities, insurance, payments systems, anti-money-
Iaundering provisions, corporate governance, accounting,
auditing, and insolvency and creditor rights-against inter-
national standards and codes that serve as benchmarks of
good practice.ll These assessments are intended not only to
help countries identify weaknesses in their policies but also

to help market participants make better investment deci-
sions (Box 2.9).

Draft Guide on Resource Revenue Transparency

In December 2004, the IMF disseminated for public com-
ment a Draft Guide on Resource Revenue Transparency. The
Guide is intended to help countries address the challenges

associated with the fis;cal management of revenues from

lrThe Board has not yet endorsed a standard for insolvency and creditor
rights, one of the twelve areas.
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extractive industries such as oil, natural gas, and mining. It
underscores that institutional strengthening and improved
transparency can provide significant benefits to both gov-

ernments and taxpayers. A higher level of fiscal trans-
parency, in turn, promotes more informed public debate

and helps countries achieve sounder fiscal policies.

The Guide applies the IMF's Fiscal Transparency Codera and
supplements the Manual on Fiscal Transparency,ls which
was published in 2001 as part of the IMF's work on stan-
dards and codes. Fiscal transparency reports, or fiscal
Reports on the Observance of Standards and Codes
(ROSCs), have been published for about 70 member coun-
tries on the IMF's website. These reports assess country
practices against those described in the Fiscal Tiansparency
Code. The Draft Guide on Resource Revenue Transparency

can be used for fiscal transparency assessments by the IMF
in natural-resource-rich countries and will also be useful in
the IMF's poliry dialogue with these countries. The IMF
will take into account the public comments received when it
finalizes the Guide.

Data standards

The IMF's Data Standards Initiatives are designed to
enhance the public availability of reliable, timely, and com-
prehensive statistics on member countries, thereby enabling
market participants to make well-informed investment
decisions, improving the functioning of financial markets,
and reducing the likelihood of crisis-precipitating shocks.

Revision of {uide to GDDS

In October 2004, the IMF issued a revised Guide to the

General Data Dissemination System (GDDS) to promote the
availability of statistical data related to the Millennium
Development Goals (see Chapter 4). The Guide, developed
in collaboration with regional and international organiza-
tions, including the World Bank, gives explicit recognition
to the MDG indicators and the development of appropriate
statistical monitoring systems.

1nline external debt database

In November 2004, the World Bank and the IMF launched
an online database that brings together the external debt
statistics of 4l countries that subscribe to the IMF's Special

Data Dissemination Standard (SDDS). By end-April 2005,

the number of subscribers reporting data had risen to 49.

The database provides policymakers and market partici-
pants with more timely data in a format that enables cross-

country comparison as well as better support for balance
sheet analysis and surveillance initiatives. The Quarterly
External Debt Database, maintained by the World Bank,16

represents a concrete step by the two institutions to facili-
tate and encourage worldwide dissemination of external
debt data by as many countries as possible.

The data are supplied by countries in internationally agreed

formats. Participation in the database is voluntary, and,
while initially it will cover only countries that subscribe to
the SDDS, the goal is to extend participation to all countries
whose external debt data can be disseminated according to
the SDDS requirements.

Data and metadata for portfolio and direct investment

The results of the Coordinated Portfolio Investment Survey
(CPIS) for end-December 2003 were released on the Fund's
external website in March 2005. The survey, conducted
annually since 2001, provides data reported by 70 jurisdic-
tions, including most of the large investing economies. Data
are reported on each jurisdiction's cross-border portfolio
investment, broken down by equity and long- and short-
term debt instruments and by jurisdiction of the issuers of
the securities. Holdings of securities that are part of foreign
exchange reserve assets as well as holdings of selected inter-
national organizations are also reported, broken down the
same way.

The data are intended to fill gaps in studies of regional con-
centration, financial integration, spillover effects between
jurisdictions (contagion), and globalization, and to provide
partner country data to fill gaps in international investment
position statistics for individual jurisdictions. Work is con-
tinuing to improve the coverage of offshore financial cen-
ters and major oil-exporting countries. Metadata describing
the compilation practices of participating jurisdictions are

also posted on the Fund's external website.

Metadata describing how countries measure foreign direct
investment were posted in March 2005. Information for 56

countries is now available on the Fund's website, based on
the results of the 2003 joint IMF/OECD Survey of Imple-
mentation of Methodological Standards for Direct Invest-
ment (SIMSDI).

For both the CPIS and the SIMSDI, the metadata describe
data availability, sources, compilation practices, and
methodology used, and indicate whether the practices of
each jurisdiction are in accordance with international statis-
tical guidelines. A feasibility study is under way to deter-
mine whether a Coordinated Direct Investment Survey
could be undertaken along the lines of the CPIS.

raAvailable at www.imf.org/external/np/fad/trans/ code.htm.
I sAvailable at www. imf . o r g/ exter n al/ np / fa d / tr an s / man ual/ in de x, h tm
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Enhanced data reporting to the IMF

As part of its overall effort to improve the quality of data
the IMF receives from its members for purposes of surveil-
lance, the Board in recent years has acted to expand the cat-
egories of information that member countries are required
to report (under Article VIII, Section 5, of the IMF's Articles
of Agreement) and to establish new procedures and reme-

dial actions to address cases in which members have

breached their obligations.

In fanuary 2004, the Board issued a decision expanding the
list of minimum data that IMF member countries are

required to provide on a continuous basis. The expanded
requirement, which took effect on |anuary l, 2005, brought
the Fund's legal framework for data provision more closely
in line with contemporary data needs. Reporting of data
specifically listed in Article VIII, Section 5, continues to be

Strengthening surveillance and crisis prevention | ff

mandatory and failure to provide the data constitutes a

breach of a member's obligation, unless the member lacks

the capacity to do so. The Board's decision outlined detailed
procedures for how the Fund would handle the nonreport-
ing, or inaccurate reporting, of data required under Article
VIII, Section 5.

The Board decision also encouraged members to adopt
internationally accepted compilation methodologies. If
members do not do so, they must provide data specifica-
tions consistent with commonly understood meanings of a

particular indicator. The Fund's staff are expected to be

familiar with the specific concepts and definitions used for
these indicators as well as with the compilation practices
and approaches to data revisions. A member is not at risk of
being found in breach of its obligations if it provides or
revises data in line with the understandings.
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he provision of temporary financial support, in the

form of loans of foreign exchange, to member coun-
tries with balance of payments difficulties is one of the

IMF's main responsibilities. Its financial assistance is pro-
vided under a variety of policies and lending instruments
(Table 3.1). Most forms of IMF financing are made condi-
tional on the adoption by the recipient country of policies

of adjustment and reform designed to correct the problems

that gave rise to its need for support. Such conditionality is

important also to ensure that the IMF's resources are safe-

guarded for the use of members in future need.

To ensure that IMF financing operations and instruments
are well designed, up-to-date, and sufficiently flexible to
support country-driven adjustment and reform efforts in a
wide range of circumstances, the Fund undertook a broad
review of program design and conditionality during the

financial year. The review, which covered the design and

effectiveness of programs during 1995-2000, as well as the

initial experience with programs formulated under new

conditionality guidelines adopted in2002, gave the Fund

valuable insights that will inform its operations and set a

broad agenda for further work. The adequacy of program
design was also examined as part of ex post assessments of
programs in l8 member countries during the period.

Besides this wide-ranging reexamination of its policies on
conditionality, the Board reviewed its policy on access to
the Fund's financial resources. The amount of borrowing
to which a country has access is linked both to its quota in
the Fund (a reflection of the country's economic size,

openness to the global economy, and other factors) and to
the terms of the particular lending window. In FY2005 the

Board looked at the access policy limits under the credit
tranches, the Extended Fund Facility (EFF), and the

Poverty Reduction and Growth Facility (PRGF). Also
during FY2005, the Trade Integration Mechanism-a way

to make new IMF resources more predictably available

to qualifring member countries under existing Fund
facilities-was activated.

Finally, during FY2005 the Fund continued to work with
other concerned parties to promote mechanisms aimed at

the orderly resolution of crises, such as the inclusion of col-
lective action clauses (CACs) in sovereign bonds, the devel-

opment of the Principles for Stable Capital Flows and Fair

Debt Restructuring in Emerging Markets, and the evolution
ofthe so-called Evian approach adopted by the Paris Club
for restructuring the debt of non-HIPC countries.

For more details about developments in IMF financial oper-
ations and policies during the financial year, see Chapter 5.

2004-05 Conditionality Review

An IMF-supported program is a package of economic pol-
icy measures that, combined with approved financing from
the IMR is intended to accomplish specific economic objec-

tives such as orderly adjustment of the balance of payments,

lower inflation, and stronger, sustainable growth and
poverty reduction. Conditionality relating to implementa-
tion of the agreed policies, usually in a phased way, gives the
country confidence that it will continue to receive financing
from the IMF through the duration of the program as long
as it implements the policies agreed, while also safeguarding

the IMF's resources.

During the Fund's previous, 2000-02 Conditionality
Review, Executive Directors requested that the next review
address broad issues ofprogram design. In response to this
request, the 2004-05 Conditionality Review had two parts.

The first was a critical review of the design and effectiveness

of IMF-supported programs over 1995-2000, and the sec-

ond considered the Fund's initial experience with new con-
ditionality guidelines introduced in 2002, which replaced

previous guidelines adopted in 1979.

Design of IMF-supported programs

The first part of the review, conducted by the Board in
December 2004, examined key features of IMF-supported
programs over 1995-2000.r

lThe Board's discussion is summarized in Public Information Notice No.

051 16, www.imf.org/external/nP/sec/pn/2005/pn05 I 6.htm; the staff papers

include "The Design of Fund-Supported Programs-Overvieq"
www. imf. org/ external/ np / p dr/ 2004 / eng/ design.htm; "Fund-Supported

Programs-Objectives and Outcomes," www. imf.org/external/np/pdr/

2004/eng/object.h/z; and "Macroeconomic and Structural Policies in
Fund-Supported Programs: Review of Experiencel' www.imf.org/external/

np / p dr / 2004/ e ng/ m acr o.h tm.
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Table 3.1

Credlt faclllg Purposo Condltlons Phaslng and monltodngl Access llmlts!

Credlt tranches and Ecendod
Fund Faclllt/

Stand-By Arrangements ( 1952) l\,ledium-term assistance for
countries with balance of payments

difficulties of a short-term character

Adopt policies that provide Quarterly purchases

confidence that the member's (disbuEements) contingent on

balance of payments difflculties will observance of performance

be resolved within a reasonable criteria and other conditions
period

Annual: 100% of quota;

cumulative: 300% of quota

Extended Fund Facility (1974)
(Extended Arrangements)

Longer-term assistance to support
members' structural reforms to
address balance of payments

difflculties of a long-term character

Adopt 3-year progmm, with
structural agenda, with annual
detailed statement of policies for
the next 12 months

Quarterly or semiannual
purchases (disbursements)

contingent on observance of
performance criteria and other
conditions

Annual: 100% of quota;

cumulative: 300% of quota

Speclal facllltlss
Supplemental Reserve

Facility (1997)
Short-term assistance for balance
of payments difiiculties related to
crises of market confldence

Available only in context of Stand-
By or Extended Arrangements with
associated program and with
strengthened policies to address
loss of market confidence

Facility available for one year;

fontloaded access with two or
more purchases (disbursements)

No access limits; access
under the facility only when

access under associated
regular arrangement would

otherwise exceed either

annual or cumulative limit

Compensatory Financing
Facility (1963)

l\4edium-term assistance for
temporary export shortfalls or
cereal import excesses

Available only when the shortfall/
excess is largely beyond the control
of the authorities and a member
has an arrangement with upper
credit tranche conditionality, or
when its balance of payments

position excluding the shortfall/
excess is satisfactory

Typically disbursed over a

minimum of six months in

accordance with the phasing
provisions of the arrangement

45% of quota each for export
and cereal components;
combined limit of 55% of
quota for both components

Emergency Assistance

(1) Natural disasters (1962)

(2) Post-confl ict (1995)

Assistance for balance of
payments difficulties related to:

Natural disasters

The aftermath of civil unrest,
political turmoil, or international
armed conflict

None, although post-confl ict
assistance can be segmented
into two or more purchases

Generally limited to 25% of
quota, though larger amounts
can be made available in

exceptional cases
Reasonable efiorts to overcome

balance of payments difficulties

Focus on institutional and
administrative capacity building to
pave the way toward an upper
credit tranche arrangement or PRGF

Faclllty for low-lncomo mombors
Poverty Reduction and Growth

Facility ( 1999)
Longer-term assistance for
deep-seated balance of payments

difficulties of structural nature;
aims at sustained poverty-

reducing growth

Adopt 3-year PRGF arrangemenb;
PRGF-supported progmms are

based on a Poverty Reduction

Strategy Paper (PRSP) prepared

by the country in a participatory
process and integrating macro-
economic, structural, and poverty

reduction policies

Semiannual (or occasionally
quarterly) disbursements
contingent on observance of
performance criteria and reviews

140% of quota; 185% of
quota in exceptional
circumstances

lExcept for PRGE the lMFs lending is financed from the capital subscribed by member coun-

tries; each country is assigned a quota that represents its financial commitment.A member
provides a portjon of its quota in foreign currencies acceptable to tie IMF-or SDRs-and the
remainder in its own currency. An IMF loan is disbursed or drawn by the bofiowet pwchasing

foreign currency assets from the IMF with its own currency. Repayment of the loan is achieved
by the borrower repurchasing its currency from tie IMF with foreign currency. See Box 5.1 on

the IMF's Financing Mechanism. PRGF lending is financed by a separate PRGFTrust.

The rate of chaqe on funds disbursed from the General Resources Account (GRA) is set at a
margin overthe weekly interest rate on SDRS (from May 1,2005, the margin is expressed in

basis points over the SDR interest rate; prior to that the margin was expressed as a propor-

tron of the SDR interest rate). Ihe rate of charge is applied to the daily balance of all

outstanding GRA drawings during each IMF financial quarter. ln addition, a one-time service

charge of 0.5 percent is levied on each drawing of IMF resources in the GRA, other than
reserve tranche drawings. An up-front commitment fee (25 basis points on committed

amounts up to 100% of quota, 10 basis points thereafteo applies to the amount that may

be drawn during each (annual) period under a Stand-By or Extended Arrangement; this fee
is refunded on a proportionate basis as subsequent drawings are made under the

arrangement.
3For purchases made after No\€mber 28, 2000, members are expected to make repurchases
(repayments) in accordance with the schedule of expectation; the IMF may, upon request by a

member, amend the schedule of repurchase expectations if the Executive Board agrees that
the membe/s external position has not improved sufficiently for repurchases to be made.
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chargos2

0bllgatlon
schodule
(Years)

51/z-70 Not applicable Semiannual

Strenghening IMF program support and crisis resolution 3

Objectives and outcomes. Directors agreed that a viable bal-
ance of payments and medium-term external debt sustain-

ability remain a core objective of IMF-supported programs.

For programs supported by nonconcessional lending under
the General Resources Account (GRA), targeted external

adjustment has been broadly in line with this objective, and

IMF support seems to have mitigated the short-term nega-

tive effect of adjustment on growth. But in a number of
cases, especially but not exclusively those ofcapital account

crises, external adjustment has been sharper and larger than
needed to stabilize external debt. Directors encouraged the
IMF staff to undertake further analysis of the optimal mix
between financing and adjustment in situations of capital
account pressures as well as of the determinants of private
capital flows and of the catalytic effects of IMF-supported
programs.

For programs supported by concessional lending under the
PRGF, targeted improvements in current account balances

have, on average, been smaller than those required to stabi-

lize external debt ratios. In addition, actual improvements
have tended to be smaller than targeted. Directors called for
further reflection on how to correct this phenomenon. Pro-
gram outcomes for growth and inflation have been broadly
favorable. Directors stressed that the design of programs in
low-income countries should be based on full consideration
of the implications of policies for poverty reduction.

Analytical frameworks. No single model or analytical frame-
work is universally applicable to policy formulation in IMF-
supported programs. Directors welcomed the fact that, in
advising national authorities, IMF country teams normally
draw on a variety of models and methods for policy formu-
lation and combine them with economic judgment. The

IMF's financial programming framework provides a useful

consistency check on policies. This eclectic approach to pol-
icy formulation has generally worked well in practice. How-
ever, medium-term growth projections have been overly
optimistic, which risks undermining the reliability of debt
sustainability assessments and the credibility of programs.
More analytical "reality checks" on growth projections,
more systematic comparisons with forecasts by other
analysts, and greater use of cross-country analysis were

recommended.

Exchange rate policies. Directors noted that exchange rate

regimes are no more likely to be altered at the outset of an

IMF-supported program than at other times, and drew
from this finding a variety of inferences. Coherence between

the exchange rate regime and macroeconomic and struc-
tural policies is critical, and Directors emphasized that the

IMF should avoid supporting policy mixes that do not suffi-
ciently underpin the exchange rate regime. Disinflation has

been achieved equally successfully under fixed or flexible
exchange rate strategies, and success has depended instead

Ropurchase (ropaymont) tornss

Expectatlon
schodule
(Yaarc) lnstallmonts

Rate of charge plus surcharge
(100 basis points on amounts

above 200% of quota; 200 basis
points on amounts of 300%)5

31/q-5 21/q-4 Quarterly

Rate of charge plus surcharge
(100 basis points on amounts

above 200% of quotr; 200 basis
points on amounts above 300%)s

41/z-7 Semiannual41/z-70

Rate of charge plus surcharge

(300 basis points, rising by

50 basis points a par afterflrst
disbursement and every 6 months

thereafter to a maximum of
500 basis points)

2-21/z Semiannual21/z-3

Rate of charge 31/q-5 21/c-4 Quarterly

Rate of charge; however, the
rate of charge may be subsidized
to 0.5 percent a year, subject to
resource availability

31/a-5 Not applicable Quarterly

0.5%

4crcdit tanches refer to the size of purchases (disbursements) in terms of proportions of the

membeis quota in the IMF; for example, disbursements up to 25 percent of a member's

quota are disbursements under the frst credit tranche and require members to demonstrate

reasonable efforts to overcome their balance of payments problems. Requests for disburse-

ments above 25 percent are referred to as upper credit tranche drawings; they are made in

installments as the borrower meets certain established performance targets. Such disburse-

ments are normally associated with a Stand-By or Extended Arrangement. Access to IMF

resources outside an arrangement is rare and expected to remain so.
5Surcharge introduced in November 2000,
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The IMF provides emergency assistance (seeTable 3.1)to member

counties with urgent balance of payments financing needs in the wake

of natural disasters and armed conflicts. (For a discussion of emergency

natural disaster assistance, see Chapter 4.) Emergency financial assis-

tance is designed to be disbursed rapidly and is supported by policy

advice and, in many cases, technical assistance.

Be$nning in 1995, emergency assistance was made available to coun-

tries emerging from conflict that are unable to develop and carry out a

comprehensive economic program because their capacity has been

damaged by the conflict but that still have the capacity for planning and

policy implementation. IMF assistance is designed to help them expe-

dite their economic recovery by rebuilding and strenghening their

administrative and institutional capacity and by catalfzing additional

funds from international donons for reconstruction.lle riate of charge on

loans for low-income countries eligible for assistance under the Fund's

Poverty Reduction and GroMh Facility is subsidized by gmnt contribu-

tions made by other members (see Chapter 5).

During FY2005, the Board approved emergency post-conflict assistance

for three countries: the Central African Republic ($8.2 million), Haiti

($15.6 million), and lnaq ($436 million).1 ln February 2005, the lMFs

Board discussed the provision oftechnical assistance to post-conflict

countries (see Chapter 6).

lDetails are available on the Fund's website: www.inf.org/arternal/np/sec/
pr/ 200 4/ pto41 5 8. htn, www. imf . oA ahrnal/ n p/ sec/ pr/ 2005/
p rO504. htm, and www. i mf . ort / utern al / n p/ sec/ pr/ 2004/ pto4206. htm.

mainly on whether the targeted fiscal adjustment was

achieved. At the same time, countries with more flexible
exchange rates have tended to achieve external adjustment
with fewer adverse effects on output.

Monetary policies. Monetary policies have been broadly
aligned with program objectives, and there is no evidence
that monetary policies have been too tight.

Fiscal policies. Directors observed that program practice
in fiscal policy has been significantly more diverse and
has matched overall economic objectives more systemati-
cally than is commonly assumed. Fiscal slippages have

often occurred, especially in the later years of a program.
Directors stressed the need for greater focus on fiscal con-
solidation in program design, with an emphasis on high-
quality fiscal measures that are politically feasible and
sustainable. Attention should also be paid to contingent
liabilities, including those stemming from financial sector
restructuring costs. Fiscal consolidation has generally
contributed to improvements in the external current
account balance, while generally not being associated

with lower output growth, suggesting that confidence
effects play a significant role. Directors underscored the
importance-in the context of the PRGF-of elements that
help to reduce poverty and ofanalysis ofthe distributional
impact of policies.

Structural policies. Structural reforms are often necessary to
buttress adjustment effiorts by enhancing efficiency and
eliminating structural distortions that inhibit long-term
growth, and to reduce vulnerabilities to financial crises.

Broad alignment was found between structural measures

and the objectives of IMF-supported programs. Measures

intended to underpin demand management seem to have

contributed to sustained fiscal adjustment, and measures

geared toward enhancing efficiency have been associated

with higher growth. While these initial indications were seen

as useful, Directors underscored that the linkages between
structural reforms and macroeconomic performance remain
uncertain, and a more detailed analysis will be required.

Recognizing the changes the Fund made after the Argentine
crisis, the Board agreed that the discussion following the
assessment by the Independent Evaluation Office (IEO) of
the Fund's role in Argentina during l99l-2001 also pro-
vided important insights (Box 3.1).

To ensure that the lessons learned during the review are

applied, a number of internal seminars and training initia-
tives have been planned to raise awareness ofthe issues

within the IMF, including disseminating information on
best practices in some specific areas, such as forecasting
growth. These internal education efforts will be comple-
mented by significant efforts at external outreach to
stimulate a wider debate on some kev issues.
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ln July 2004, the Executive Board discussed

the lndependent Evaluation ofiice's review of

the IMF's role in Argentina from 1991 to 2001-
a period that began with the introduction of

the convertibility regime that pegged the Argen-

tine peso at par with the U.S. dollar and ended

with the regime's collapse, which was accom-

panied by a default on Argentina! public debt.

The 2001 crisis was one of the most severe in

any country in recent years and brought con-

siderable hardship to the Argentine people.

Recognizing the progress that had already

been achieved since the Argentine crisis,

Directors agreed that the report provided

valuable insights for the Fund's financing and

surveillance frameworks.

The following are among the key conclusions

related to policy recommendations from the

Executive Board discussion:

r Where the sustainability of a country!

debt or the exchange rate is threatened,

the Fund should clearly indicate that its

support is conditional upon a meaningful

shift in policies. Up-to-date and compre-

hensive information is critical for the Board

to make necessaryjudgments in such

cases. Ihe debt sustainability template

and procedures on exceptional access

provide important support in this regard.

Experience with 2002 Conditiona lity G u idel i nes

In September 2002, the Board adopted new guidelines to
encapsulate ongoing efforts to streamline and focus IMF
conditionality. An important objective of the new guide-
lines was to enhance country ownership and improve
the prospects for sustained implementation of Fund-
supported programs, most importantly by concentrating
the IMF's policy conditions on areas critical to their
success.

The second part of the Fund's 2004-05 Conditionality
Review examined the initial experience with applying these

new guidelines, which had replaced guidelines that dated

back to 1979. When Directors met in March 2005,2 they

rThe Board's discussion is summarized in Public Infbrmation Notice No.

05 I 52, www. imf. org/ external/ np / sec/pn/ 2005/pn0 5 5 2. htm; the staff papers

include "Review of the 2002 Conditionality Guidelines," www.imf.org/

external/np/pp/eng/2005/030305.1rtm; and "Review of the 2002 Condition-
ality Guidelines-Selected lssuesl' www.imf.org/externalhtp/pp/eng/2005/

0i0405.htm.

r Further reflection is needed on the issue

of contingency planning in the context

of Fund assistance to countries in crisis.

There is potential value in such planning

from the outset of a crisis, but also a

need to establish what can construc-

tively be done in ways that enhance

confidence.

r Directors emphasized the importance of,

and recent progress in, ensuring that

medium-term exchange rate and debt sus-

tainability analysis are the focus of IMF

surveillance. While the choice of the

exchange rate regime must remain with

the membe/s authorities, the Fund is

obliged to exercise firm surveillance to

ensure that other policies and constraints

are consistent with that choice. Directors

saw a need for geater candor in the treat-

ment of exchange rate policy in the con-

text of Article lV discussions, but most

also stressed the need to strike an appro-

priate balance between candor and confi-

dentiality. Analytical work on medium-term

debt sustainability has also supported a

reassessment, in the Fund and more

broadly, of what level of debt is sustain-

able for emerging market countries, with

the concept of "debt intolerance' playing

an important role.

r Direstors noted the possible risls associ-

ated with precautionary Fund arrangements,

especially where there are serious political

obstacles to needed policies and reforms.

DirectoE reiterated the value of precaution-

ary arrangements as a tool for supporting

sound policies.lhey conflrmed the impor

tance of ensuring that program standards

and requirements for precautionary arrange-

ments are the same as those for all other

arrangements, and most did not think that

precauuonary arrangements tended to be

weaker than other anangements, noting

that, in some cases, prccautionary armnge-

ments signaled superior performance.

r The Fund is continuing to reflect on how to

strengthen further the role of the Board

during a crisis, including through improve-

ments in the provision of full information

on all issues relevant to decision making

and open exchanges of views between

management and the Board on all topics,

including the most sensitive ones.

r ln all cases of use of Fund resources,

particularly those involving exceptional

access, close cooperation with the country

authorities should be presumed, and the

Board kept fully informed of the state of

policy discussions.

noted that the new guidelines emphasized national owner-
ship of policies, parsirnony in conditions, tailoring of poli-
cies to member circumstances, coordination with other
multilateral institutions, and clarity in the specification of
conditions. Although it was too soon to draw definitive
conclusions on experience with the guidelines, the review

highlighted a number of preliminary findings focusing on
structural conditionality and on processes of program
development:

r There is evidence that considerable progress has occurred
in streamlining the breadth of coverage (though not the

number) of structural conditions and in clearly identify-
ing program-related conditions.

r There are some encouraging signs of stronger program
implementation in the form of fewer permanent program
interruptions-although there has been little change in
the rate at which programs are temporarily interrupted
because of failures to meet conditions.

r The shift of conditionality away from growth- and

efficiency-related structural reforms is a sign of stream-
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lining, but it will need to be monitored and the implica-
tions studied when program outcomes are known. Effec-
tive World Bank-lMF collaboration remains crucial in
this connection.

r Care should be taken not to specifr conditions at a

level of detail that could be seen as unwelcome micro-
management-although detailed specification can

sometimes be helpful to the authorities.

r Focusing on the linkages between program goals and
conditions is critical, Directors emphasized, as are

specifring and explaining in staff reports the strategies
underlying conditionality and the basis for deeming
measures to be critical. Directors considered that
improvements in the elaboration and presentation of
clear strategies-which tailor conditionality to country
circumstances and capacity and clearly link conditions
to program goals in the context ofthe authorities'
broader objectives-can enhance program ownership
and implementation.

r Directors noted that overly ambitious timetables appear
to be a major reason for the high waiver rate-the failure
of countries to meet performance criteria-and encour-
aged realistic, but still appropriately ambitious, imple-
mentation timetables.

r In light of the difficulty of gauging program ownership,
some Directors saw a role for conditionality, and espe-

cially prior actions, as a screening device. However, other
Directors observed that higher numbers of prior actions
did not bring subsequent program implementation up to
the Fund-wide average.

An assessment of structural conditionality in rMF-
supported programs by the IEO is scheduled for early 2006.

The project is expected to shed further light on these issues.

However, Directors agreed that a more comprehensive
assessment of the appropriateness of the new guidelines
would have to await the availability of data on program
outcomes, in both the short and the medium terms, and
instructed the staffto return to this issue in 2008. The staff
will explore how it can help the Board monitor the applica-
tion of the guidelines in the interim.

Ex post assessments

In addition to the conditionality review, the adequacy of
program design was examined in the course of the IMF's
"ex post assessments" of experience in countries in which
the IMF has been providing program support over a longer
term. Ex post assessments have proven to be a useful vehi-
cle for distilling lessons from experience, for both program
design and implementation. The first ex post assessments

were conducted in 2003 as part of the IMF's response to
the IEO assessment of the prolonged use of IMF resources.

A total of 27 ex post assessments have been conducted so

far, including 18 during FY2005 (for Albania, Armenia,
Benin, Bolivia, Bulgaria, Cambodia, Cameroon, Ethiopia,
Guinea, Guinea-Bissau, Kazakhstan, the Kyrgyz Republic,
Lesotho, Malawi, Niger, the former Yugoslav Republic of
Macedonia, Uruguay, and Vietnam). The lessons drawn
from ex post assessments are often widely applicable. For
example, a key lesson from the ex post assessment of the
PRGF arrangements with Vietnam was the importance of
allowing sufficient time for the institutional changes that
underpin structural reforms. A comprehensive review of
experience with ex post assessments will take place later in
2005. A forthcoming IEO evaluation of IMF assistance to

]ordan is also expected to yield insights into program
design.

Financial facilities and polacies

Following major changes to its lending policies in recent
years, the IMF has continued to review many aspects of its
lending facilities to ensure that they meet members'needs,
including those related to members'growing financial inter-
dependence.

Access policy

In April 2005, the Board conducted its biennial review of
members'access to financing from IMF resources in various
circumstances, including in the credit tranches (see Table

3.1 ), under the EFR and under the PRGF. The review
included consideration of the limits on lending by the IMF
from the General Resources Account (GRA)-currently 100

percent of a member's quota each year up to a cumulative
maximum of 300 percent of quota-as well as the condi-
tions and circumstances that may lead to lending beyond
those limits, as set out in the framework for exceptional
access. The Board also considered the policies for lending
under the PRGF, under which the IMF makes concessional
loans to its low-income members.

The Board considered that the criteria for access in individ-
ual cases, the access limits in the GRA, and the access limits
and norms applying to PRGF resources all remain broadly
appropriate. However, a number of Directors felt that mem-
ber countries'quotas, which provide the basis for determin-
ing access, may not always faithfully reflect the size of an

economy and, accordingly, should not be viewed as the best
metric in all cases.

The review also revisited the policy on exceptional access.

Directors recognized that requests for exceptional access

can come from members not experiencing capital account
crises. Some Directors felt that there would be merit in con-
sidering changes to the exceptional access policy to provide
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greater clarity on the IMF's actions in such cases. However,
most Directors believed that, overall, changes to the existing
framework of exceptional access were not needed, particu-
larly considering the flexibility to grant access under the
exceptional circumstances clause, including in those rare
cases where a member could not be expected to meet all cri-
teria. Most Directors agreed that a discussion of exit strate-
gies in program documents would help foster better
communication with capital markets and facilitate earlier
reaccess, with many Directors calling for a strong presump-
tion that exit strategies would be formulated in the context
of a single IMF arrangement.

The Board also conducted a review of maturities and
charges in FY2005, which is discussed in Chapter 5.

Activation of Trade lntegration Mechanism

The Trade Integration Mechanism (TIM) was established in
April 2004 to help developing countries address the short-
term effects on their balance of payments of multilateral
trade liberalization. The TIM is not a new lending facility
but a mechanism making IMF resources more predictably
available to qualifying member countries under existing
IMF facilities. A major concern in this financial year was the
effect that the expiration in fanuary 2005 of the World
Trade Organization's Agreement on Textiles and Clothing
would have on some developing countries. Bangladesh
became the first member country to obtain support in
accordance with the TIM, in July 2004, followed by the
Dominican Republic in early 2005. At end-April, discus-
sions were under way with a number of other members.
The availability of assistance under the TIM should also

help assuage concerns of some developing countries that an

ambitious outcome to the Doha Round could place undue
adjustment pressures on them. (The TIM is also discussed
in Chapter 2,Box2.l.)

Crisis resolution

Despite the best efforts of both member countries and the
IMF, not all financial crises stemming from debt-servicing
difficulties can be prevented. The Fund has therefore con-
tinued its work on improving techniques to resolve such
crises, particularly those stemming from debt-servicing
difficulties (Box 3.2). The Fund's crisis resolution efforts
continue to promote the use of collective action clauses in
international sovereign bond contracts; encourage a broad-
ening ofthe consensus on the draft Principles for Stable
Capital Flows and Fair Debt Restructuring in Emerging
Markets promoted by the Institute for International
Finance; and consider other ways to resolve financial crises
in an orderly fashion. The Executive Board issued progress

ln April 2005, Zambia became the seventeenth country to reach the

completion point under the Heavily lndebted Poor Countries (HIPC)

lnitiative. Full delivery of HIPC assistance by all creditors will reduce

Zambia's debt by $2.5 billion, in net present value terms, allowing

Zambia to save about 2 percent of GDP in debt-service payments annu-

ally over the next 10 years.

Since Zambia reached the HIPC decision point in December 2000, its
economy has grown by an avemge ol 41,/zpercenla year-a marked

turnaround from the economic decline of the previous two decades.

lnflation has remained high, however, and the government's domestic

debt rose substantially, largely because of expenditure overruns. ln

2004, initially under a staff-monitored program and then under a new

PRcF-supported program, the authorities achieved a substantial fiscal

adjustment, which cut the government's net domestic bonowing by more

than 4 percent of GDB to less than 1 percent of GDPThe fiscal adjust-

ment eased pressure on inflation and interest rates and allowed for a

substantial expansion of bank credit to the private sector.

Zambla-!MF acUvltes ln FY2005

June 2004 Approval of a new three-year arrangement for

Zambia underthe PRGF

December 2004 Completion of the first review of Zambia's PRGF-

supported progam

February 2005 Publication of the Report on 0bservance of Stan-

dards and Codes (module on data transparency)

Completion of the second review of Zambia's PRGF-

supported program

Zambia reaches the completion point under the

enhanced HIPC lnitiative

April 2005

Publication of joint IMF-World Bank advisory note

on the Poverty Reduction Strategy Paper (PRSP)

Progress Report
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ln the past year, a number of counties in the

Caribbean decided to approach their creditors

for restructurinSls of their sovereign debt. Ihe

origins of the problems and the degree of

debt resuucturing differed across countries. ln

all cases, the IMF has played a key role in the

design and implementation of the macroeco-

nomic adjustment policies, provided financial

assistance, and helped ensure that the

restructuring process remains orderly and

consistent with best practices. This has

included providing-at the country authorities'

request-assessments to creditors and donorc

of the counties'economic c0nditions, adjust-

ment policies, and prospects.

Dominica determined in late 2003 that its

public debt, at about 120 percent of GDB

was unsustainable and, based on this

assessment, embarked 0n a strategy t0

restructure sovereign debt preemptively,

with a view to avoiding unilateral default,

Substantial progess has been made-as of

end-May 2005, creditors (ofiicial and private)

holding over 70 percent of eligible debt have

ageed to the restructuring. ln the case of

nonpafticipating creditors, alth0ugh payments

on original terms have stopped, good faith

reports to the IMFC on crisis resolution in September 2004

and April 2005.3

Col lective action clauses

The IMF has taken an active role in promoting the inclusion
of CACs-which prevent small minorities of creditors from
blocking restructuring deals to which large majorities
agree-in international bond issues in all markets, through
increased dialogue with sovereign issuers (including during
Article IV discussions) and with private market partici-
pants. Partly as a result, the use of CACs has become the

market standard in international sovereign bonds issued

under New York law. In addition, the inclusion of CACs in
New York-law bonds has had no observable effect on pric-
ing: no premium seems to have been associated with it.
Sovereign issues containing CACs represented over 90 per-
cent of the total value of bonds issued between March 2004

r"Progress Report to the International Monetary and Financial Conrmittee

on Crisis Resolution," September 28, 2004, wwtu.inf.org/ external/ np/pdr/
cr/2004/eng/092804.htm, and"Progress Report to the International Mone-

tary and Financial Committee on Crisis Resolution," April 12, 2U05,

www. imf. or g/ external/ np / pp / eng/ 2005 /04 1 20 5. h tnt.

efforts continue to be made to reach

undeEtandings-the authorities are committed

to paying into escrow accounts on restructured

terms for such creditors.lhe Fund is providing

financial supportto Dominica under a three-

year PRGF arrangement approved in 2003.

Policy implementation under the program has

been strong and macroeconomic outcomes

have been favorable-after contracting sharply

during 2001-02, the economy grew by 31h

percent in 2004.

Ihe Dominican Republic's economy experi-

enced a crisis in 2003 that was triggered by

problems in the banking sector, among other

things. Ihe currency depreciated sharply from

20 to nearly 55 pesos to the dollar, and GDP

declined by 2 percent during 2003, while

inflation accelerated to 29 percent during

2004. Following the country! 2003 Stand-By

Arrangement with the Fund, which went off

track because of poor policy implementation,

the Dominican Republic embarked in 2004

on a robust adjustment progam supported by

a new Stand-By Arrangement approved in

January 2005. Part of the authorities' strategy

for addressing macroeconomic imbalances

and resolving the country's liquidity problem

involves a debt restructuring. Following a

period of discussions with creditors, an offer

launched in April 2005 to exchange external

bonds was well received, with almost 94 per-

cent participation.The country has indicated

that it will continue to service debt to nonpar-

ticipating creditors. lt is also engaged in dis-

cussions to reschedule debts to external

commercial banks and suppliers. Paris Club

creditors provided relief during 2004 and

could provide additional relief in 2005.

Hurricane lvan devastated Grenada in Sep-

tember 2004, causing destruction amounting

to over 200 percent of GDP IMF emergency

financial assistance was provided in the wake

of the hurricane. Soon after the hunicane, the

authorities publicly announced that they

could no longer service their public debt,

which had reached almost 130 percent of

GDP Supported by donor-financed legal and

financial advisors, they are developing a debt-

restructuring strategy and maintaining a dia-

logue with both official and private creditors.

Fund staff are assisting the authorities in the

design of an economic adjustment progtam

aimed at restoring medium-term viability and

debt sustainability.

and April 2005. The share of issues with CACs in the total
value ofthe outstanding stock ofsovereign bond issues from
emerging market countries grew from 39 percent at the

beginning of 2004 to 48 percent at the end ofApril 2005.

Principles for Stable Capital Flows and
Fair Debt Restructuring

In November 2004, the Institute for International Finance
(llF) published draft Principles aimed at developing a

market-based, voluntary, and flexible framework that
would outline standards of behavior and responsibilities
for sovereign debtors and their private creditors.a The draft
Principles-whose origins can be traced to earlier proposals

for a Code of Conduct-are the result of extensive consul-
tations since early 2003 between several emerging market
countries and private groups, notably the IIF. The draft
Principles are based on four pillars: ( I ) transparency and

timely flow of information; (2) close debtor-creditor dia-
logue and cooperation to avoid restructuring; (3) good

aFor the currerrt version of the Principles, see www.iif.com/data/public/
Principles.pdf.
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faith actions during debt restructuring; and (4) fair treat-
ment of all parties.

The draft Principles have received support from a number
of emerging market issuers and private creditor associa-

tions, although market views are varied. While supporting
the drafting of such Principles, the Fund has left their speci-
fication to sovereign debtors and their creditors, since the
effectiveness ofvoluntary rules hinges critically on their
acceptability to the affected parties.

While the draft Principles can be applied in a manner consis-

tent with the Fund's lending into arrears (LIA) policy, in
practice, differences arise in a few areas. For example, the
draft Principles call for a resumption of partial debt service,
to the extent feasible, as a sign ofgood faith to facilitate a

restructuring. However, such payments are not a feature of
the Fund's good faith criterion under the LIA policy. Despite
these differences, the draft Principles are, in most respects,

consistent with IMF policies. Looking ahead, while there is
uncertainty on how the process of further broadening the
consensus among issuers and the investor community would
evolve, efforts to integrate the draft Principles into policies
adopted by debtors and creditors would be welcome.

Evian approach

The Evian approach-a flexible approach adopted by the
Paris Club in October 2003, following the agreement
reached at the G-8 Summit of June 2003 in Evian, France,
for addressing debt sustainability concerns of non-HIPC
countries-continued to evolve in FY2005. Under the Evian
approach, Paris Club creditors agreed that they would par-
ticipate in a comprehensive debt treatment for non-HIPC
countries that have debt deemed to be unsustainable by the
Paris Club, that are committed to policies that will secure an

exit from the Paris Club in the framework of their Fund
arrangements, and that will seek comparable treatment
from their other external creditors, including the private
sector. The Paris Club decision on the appropriate extent of
debt relief to be provided will be informed by the Fund's
debt sustainability analysis.

In April-)uly 2004, the Paris Club provided flow reschedul-
ings to the Dominican Republic, Gabon, and Georgia under
the Evian approach. In November 2004, Paris CIub creditors
reached an agreement with Iraq on a comprehensive
restructuring of its public external debt. And, in March
2005, the Kyrgyz Republic received a comprehensive debt
treatment from the Paris Club.

Strenghening IMF program support and crisis resolution | 3

In another move, Paris Club creditors decided in ]anuary
2005 to offer a temporary deferral of debt payments to
countries affected by the December 2004 earthquake and
tsunami. Creditors emphasized that they expect the
resources freed by this deferral to benefit directly the popu-
lations affected by the tsunami. Given the exceptional cir-
cumstances, traditional Paris Club principles will not apply
to the deferral. More specifically, there is no requirement of
an accompanying Fund arrangement, nor is there any
expectation of comparable treatment from other creditors.

looking fonvard

The IMF's lending function continues to make an essential
contribution to the reestablishment of external viability
and economic stability and therefore to sustainable growth
in member countries. The institution's traditional role of
providing financing to help smooth the adjustment of
temporary current account imbalances remains vital for
many countries, while for others the IMF's main task is to
help prevent or mitigate capital account crises and conta-
gion. Strong ownership and institutional backing remain
key for the success of IMF-supported programs, while the
IMF, for its part, needs to be selective in supporting only
programs that put mentbers firmly on the road to external
viability.

In their March 2005 discussion of the Fund's medium-term
strategy, Directors looked forward to further reflection on
how the needs of members could be met through Fund
arrangements, and whether new instruments or revisions to
existing facilities were needed. Many felt that further
progress needed to be made toward reaching clearer under-
standings on the appropriate circumstances and scale of
IMF lending, and a number of Directors stressed the impor-
tance of specifying eventual exit strategies from IMF finan-
cial support. Directors also exchanged views on instruments
that could meet the needs of members who wished to signal
their adherence to sound policies or that could provide a

degree of insurance against potential crises. Regarding the
appropriate role of the IMF in helping to resolve financial
crises, there was recognition of the role of market-based
mechanisms as well as interest by a number of Directors in
a clearer and more consistent role for the IMF in sovereign
debt restructuring and assessment ofthe adequacy ofthe
instruments available for this purpose. In particular, some
Directors called for an early discussion of the Fund's policy
on lending into arrears.
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t he central goal of the IMF's work with its low-
income member countries is to help them promote

macroeconomic stability and growth, and thereby achieve
deep and lasting poverty reduction. The Fund pursues
this goal in close collaboration with other development
partners-particularly the World Bank. In doing so, the
IMF focuses on its core areas of responsibility and expertise,
namely, helping member countries achieve stable macro-
economic conditions by providing them with policy advice
supported by financial and technical assistance.

In 1999, the IMF and the World Bank launched the Poverty
Reduction Strategy Paper (PRSP) approach and the
enhanced Heavily Indebted Poor Countries (HIPC) Initia-
tive (the original HIPC Initiative was launched in 1996). In
the same year, the IMF established the Poverty Reduction
and Growth Facility (PRGF) to make poverty reduction and
growth more central to its lending operations in its poorest
member countries. These initiatives stress country owner-
ship of poliry programs, including through the broad par-
ticipation of civil society. Subsequently, at the International
Conference on Financing for Development, held in Monter-
rey, Mexico, in2002, the international community formally
adopted the declaration of intent known as the "Monterrey
Consensus." The conference provided a forum at which
both industrial and developing countries could examine the
internationally agreed development goals, including halving
the number of people living in absolute poverty by 2015.
The Monterrey Consensus stipulated that, to achieve these
goals, low-income countries must implement sound poli-
cies, strengthen institutions, and improve governance, while
the international community must provide strong support,
in the form ofgreater trade opportunities and increased aid
flows, to those countries that carry out sound policies and
reforms.

During FY2005, the IMF continued to pursue a range of
initiatives to strengthen its ability to respond, within its
mandate, to the needs of low-income members, in collabo-
ration with other lenders and donors. Key initiatives
included the following:

I working to improve the design of programs supported by
the PRGF and the PRSP process;

r strengthening other instruments for supporting low-
income members, including the subsidization of Emer-

gency Assistance for Natural Disasters (see Chapter 5),
the Trade Integration Mechanism (see Chapter 3), and
the possibility of a new shocks window within the PRGF
Trust;

r increasing its efforts under the enhanced HIPC Initiative
to help low-income member countries achieve debt relief
and maintain debt sustainability; and

r mobilizing international support for low-income coun-
tries in 2005-a year that represents an important mile-
stone toward the Millennium Development Goals
(MDGs).

A priority for the Fund in the short term will be to define
more clearly its role in supporting low-income members by
unifring its work in program design, signaling, PRSP

involvement, and debt relief in a single framework. This
work will build on the Board's recommendations following
its August 2004 discussion of the IMF's role in low-income
countries, which underscored that these countries must take
the lead in their own reform efforts and that the Fund
should focus on supporting the macroeconomic policy
reforms needed to boost growth and reduce poverty over
the medium term, through its policy advice and technical
and financial assistance.

Review of the Fund's role and operations in
low-income countries

A committee of senior staff on low-income country work,
headed by First Deputy Managing Director Anne O.
Krueger, was formed in 2004. One of its first tasks was to
craft a succinct preliminary statement on the role of the
Fund in low-income member countries, drawing on previ-
ous Executive Board documents and a recent study by the
IMF's Independent Evaluation Office (IEO) on PRSPs and
the PRGF (see Box 4.1). Tl"re paper was discussed, along
with a number of other issues, by the Executive Board in
August 2004.r

lFor the summary of the Board's discussion, see Public Information Notice
No. 04/1 10, at www.imf.org/external/np/sec/pn/2004/pn041 10.htm; the
background paper can be found at www.imf.org/external/np/pdr/lic/2004/
eng/081j04.htm.
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In their discussion, Directors welcomed the creation of
the committee and agreed that a statement stipulating a

framework for Fund engagement in low-income countries
would usefully clarify its objectives and responsibilities,
as well as guide the IMF's work in these countries in line
with its mandate. At the same time, they recognized that the

paper was not comprehensive in its coverage of all Fund
policies in low-income countries and acknowledged that it
was a work in progress involving interrelated components
of Fund policies where discussions were still at a prelimi-
nary stage and consensus had yet to be reached. The pro-
posed framework would therefore need to be revisited

following separate discussions of these specific issues.

Most Directors agreed that it was the responsibility of
low-income countries to put in place the policies and

institutions needed for their development, while the

Fund's support should focus on helping members establish

and maintain macroeconomic and financial stability to
foster durable growth and poverty reduction. They con-
curred that the Fund should continue to support the

efforts of its low-income member countries through
policy advice , capacity building, and financial assistance,

including debt relief. They also emphasized international
partnerships, which are essential if low-income countries
are to make significant progress toward achieving the

MDGs over the next decade. Directors underscored the

need for the Fund to cooperate closely with other multi-
lateral institutions, especially the World Bank, and

bilateral donors under the Monterrey Consensus, as well
as with low-income member countries through the Poverty

Reduction Strategy (PRS) process.

Box 4.1

ln July 2004, the Fundb lndependent

Evaluation 0fflce published a reportl on the

role of the IMF in the Poverty Redustion

Strategy Paper (PRSP) process and on the

extont to whlch progams supported by the

Poverty Reductlon and Growth FaclliU (PRGF)

were fullllling the objoctives of poverty reduc-

Uon and economic gowth.Ihe lEO report

found that, while the PRS approach has

resutted ln some important changes, its

lmplementation has fallen short of its poten-

Ual.The r8port ldentlfled, in particular, a need

to shlft incentives toward improving underly-

ing domestlc pollcymaking processes and

institutions and away from the production of

documents,

ln dlscu$slng the evaluation in July 2004,

Directors agreed that the PRS approach has

yielded beneflts but that substantial scope

exists for better implementaUon. liey
observed that the apprcach is perceived t0

be extemally driven; participation by con-

cerned domesUc EIoups in the development

of the strategy has sometimes been nanow,

particularly in the formulauon of the macro-

economic fnamework underlying the PRSP;

llhe lE0l Report on the Evaluation of Poverty

Roductlon StraUg Papes and the Poverty

Reducton and Grcwth Faclllty ls avallsble 8t

www. I nf . oA aE n a V n p/ I eo/ 200 4/ p rsp p t$t/
onglnddx.htn.

and PRSPs have often lacked opentionally

viable strategies. But they also cautioned

against drawing premature conclusions about

the ultimate success ofthe PRSP approach

based on only five years of experience.

For programs supported under the PRGE the

lEo report found that such progams are

increasingly being aligned with country-owned

PRSPs, even though such alignment is still

somewhat limited.Ihe design of these pro-

gmms has improved in a number of ways. For

example, fiscal targets have become more

flexible to accommodate increased expendi-

tures on pro-poor programs, and there is no

evidence of an excessive disinflationary bias.

But major challenges remain. Directors noted,

in particular, the challenge of basing Fund-

supported programs on a full understanding

of micro-macro linkages-which the lEo

emphasized were crucial to understanding

sources of gowth. Directors also considered

that more should be done to integrate the

results of poverty and social impact analysis

into program design.

Ihe report had a number of constructive

recommendations, which will continue to

inform the Fund's efforts to strengthen the

PRS approach, clarify the Fund's role in this

approach, and enhance the Fund's a&ice

and assistance to low-income countries.

lndlvidual rccommendations include the

following:

r introducing greater flexibility in the imple-

mentation of the PRS approach;

! shifting the emphasis of the initiative

away from the production of documents

to the development of sound domestic

policy formulation and implementation

pr0cesses;

r clarifying the purpose of the Fund's and

the world Bank's Joint Staff Assessment

of the PRSP and redefining the vehicle

accordingly;

r clarifying what the PRS approach implies

for the Fund's own operations and

strengthening the implementation of the

agreed role;

r strengthening the prioritization and

accountability of what the Fund is sup-

posed to deliver within the broader part-

nership framework, building around the

priorities emerging from the PRS process,

and ensuring resources match commit-

ments; and

! encouraging a strengthening of the frame-

worfi for establishing the external resources

envelope as part ofthe PRS approach.

lhe Fund has responded to many ofthese

recommendations in its joint review with the

World Bank of the implementation of the

PRS approach and in its work program for

2004-05.
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Streng[hening instruments for
supporting low-income countries

PRSPs: progress in
implementation

Poverty Reduction Strategy Papers

present low-income countries'
macroeconomic, structural, and
social policies and programs over a
two- to five-year horizon that are

aimed at promoting broad-based
growth and reducing poverty. PRSPs

form the crucial link between
national public actions, donor sup-
port, and development outcomes.
The Monterrey Consensus under-
lined the importance of national
ownership of poverty reduction
strategies in progress toward the
Millennium Development Goals.

PRSPs provide the basis for Fund
concessional lending and for debt
relief under the enhanced HIPC Ini-
tiative. They are also being used to
help countries develop their statisti-
cal systems, which are critical to pol-
icy development and monitoring
(Box 4.2).

Tle availability of high-quality, timely statis-

tics is an important prerequisite for policy

development and monitoring. PRGF-eligible

and other low-income countries, in particular,

face special challenges in compiling such

statistics. Data inadequacies and limited

data dissemination also hamper stake-

holders from participating fully in policy

development.The Fund's General Data Dis-

semination System (GDDS) (see Chapter 2)
provides a framewort for developing national

statistical systems that comprises economic

and sociodemogaphic data, including indi-

cators of progress toward the Millennium

Development Goals (MDGs).Ihe GDDS fos-

ters sound statistical methods, professional

data compilation, and effective data dissemi-

nation practjces.

lncluding statistical development prognms in

Poverty Reduction Strategy Papers (PRSPS)

makes it possible for countries to address

their statistical needs more comprehensively.

Ihe PRSP process and the GDDS are based

on similar premises-country ownership, a

medium-term strategy, and an emphasis on

monitoring and evaluation. Building the

capacity to produce good statistics often

requires wide-ranging legal and institutional

The IMF's role in low-income countries | 4

reform, development of data compilation
practices based on international norms, and

dissemination in accordance with best pnac-

tices t0 support transparency. Ihe GDDS pro-

vides a systematic approach for addressing

these issues and facilitates coordination

among statistics-producing agencies, interac-

tions between data producers and data

users, and collabomtion with and among
potential d0n0rs.

Under the PRSP process, development of the

statistical system should be addressed in the

context of gpvernance issues, togpther with

the overall e\€luation and monitoring of PRS

implementation.Ihe PRSP for Sierra Leone,

for example, includes an 'Empowerment with

Statistics' section under'Good Governance,

Peace, and Security'-the first of the four pil-

lars ofthe country's poverty reduction strat-

egy.Ihe improvement in Sierra Leone's

statistics using the GDDS complements the

country's overall poverty reduction strategy,

including pursuit of the MDGs. Such an

approach is all the more important given that
Sierra Leone's capacity for productlon, man-

agement, and analysis of statistics has suf-

fered gavely duringthe past decade of

economic detedoration and civil war.

The core principles underlying the
PRS approach are that poverty
reduction strategies be ( I ) country-driven, with broad-
based participation by civil society in the adoption and
monitoring of the poverty reduction strategy; (2) results-
oriented and focused on outcomes that benefit the poor;
(3) comprehensive in recognizing the multidimensional
nature of poverty; (4) partnership-oriented, aimed at

improved coordination among all development partners;
and (5) based on a long-term perspective ofthe challenges

of, and need for, commitments to reduce poverty.

The Executive Boards of the IMF and the World Bank have

asked the staff of the two institutions to prepare annual
reports on progress in implementing the PRS approach.
The 2004 report considered by the Boards in September
2004 was the latest in this series.2

2The IMF Board discussion is summarized in Public lnformation Notice
No. 04/ I I 3, w*w.imf.org/external/np/sec/pn/2004/pn041 I 3.htnu "Poverty

Reduction Strategy Papers-Progress in Implementation" is available at

ww w. imf . or g/ e xte r nal/ n p / p r sp ge n / 200 4 / 09 2004. ht m.

Fund Directors underscored the importance of the country-
driven nature ofthe PRSP approach and ofcountry owner-
ship as the key to its success. While several countries had
made considerable progress in customizing the MDGs to
country-specific goals, there was still a need for closer link-
ages between the PRS process and its integration with
country-specific decision-making processes and institu-
tions, particularly the medium-term expenditure frame-
work and the annual budget. Directors emphasized the need
for countries to set priorities among the many objectives
and goals of their poverty reduction strategies. This would
be critical to fully integrating the programs and policies of
the PRSP into annual budgets, thus raising the likelihood of
their implementation.

On the operational level, Directors broadly supported the
staffs'suggested redefinition of the objectives and audience
of the joint staff assessment (JSA) and agreed that its pri-
mary objective should be to provide detailed feedback to
the country authorities on the strengths and weaknesses of
their Poverty Reduction Strategies, including those aspects

Box 4.2
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During 1996-2004, Armenia completed two IMF-supported programs. These

progams supported the authorities'efforts to establish and maintain macro-

economic and financial stability, sustain economic growth, reduce poverty,

promote stuctural reforms, and tackle a banking crisis that forced the

closure of one-third of the banking system.

During 200 1-04, under Armenia's most recent program supported by the

IMF'S Poverty Reduction and Growth Facility, real economic growth averaged

12 percent a year, while annual inflation averaged 4 percent. Poverty and

inequality indicators have fallen rapidly.Ile authorities improved fiscal

management by clearing all external and domestic expenditure arrears.

Moreover, Armenia significantly reduced its debt burden, while building up

its foreign exchange reserves.The authorities also introduced major struc-

tural reforms that ttrnsformed the energy sector and significantly reduced

quasi-fiscal deficits.Toward the end of the program, the financial sector

began to recover.

that require further work. Eliminating the requirement of a
standard statement in the ISA that the PRSP is a suitable

basis for concessional assistance could contribute to reduc-

ing the perception of a Washington "sign-off." Directors
therefore supported the staffs'proposal to lift the require-
ment of an explicit endorsement of the PRSP by the Execu-

tive Boards in connection with approvals of new PRGF

arrangements, reviews of decisions under existing arrange-

ments, and determinations concerning the decision and

completion points and interim assistance under the HIPC
Initiative. The Board amended the PRGF Tiust and PRGF-

HIPC Trust Instruments accordingly.3

Going forward, 2005 will mark the fifth anniversary of the

PRS approach. In this context, a more comprehensive

review of progress, challenges, and good practice related

to key issues identified by stakeholders, past staff reviews,

rThe proposed decisions were adopted on November 9,2004, as Decision

No. 13373-(04/105) PRGF and No. 13374-(04/105) PRGF. See "Poverty

Reduction Strategy Papers-Proposed Amendments to the Poverty

Reduction and Growth Facility (PRGF) Trust and the PRGF-HIPC Trust

lnstruments," November 4, 2004, www.imf.org/external/np/prsp/2004/

110404.htm.

ln May 2005, the IMF approved the authorities' new three-year

progam supported underthe PRGEThe new program, which aims to

build on the achievements of the previous programs, focuses on

reforming tax and customs administraton as well as on improving the

financial sector. Both ofthese are key to macroeconomic and financial

stability.

the IMF has also provided significanttechnical assistance to Armenla in

the financial and fiscal sectors, enabling it to make great strides in

strengthening public sector management and to identiry important

reform objectives forthe new program.

tumenla-lMF actMtor ln FY2005

May 2004 Completion of the fifth review of Armenia's

performance under the countryl PRGF-supp0rted

program

Completion of Article lV consultation and ex post

assessment of Armenia's performance under

Fund-supported prcgnms. CompleUon of the sixth

review of Armenia's performance underthe PRGF-

supported program

IMF and World Bank staff preparB a joint advlsory

note on the authorities' Progess Report on the

country's Poverty Reduction Stmtegy Paper

IMF Executive Board approves a new three-y€ar

PRGF arrangement for Armenia

December 2004

April 2005

May 2005

and the IEO evaluation will be undertaken in advance of
the 2005 Annual Meetings. This review will draw lessons

from the experience of countries in preparing and imple-
menting poverty reduction strategies and of donors in
supporting these efforts. It will focus on five themes:
(l ) strengthening the medium-term orientation of the
pRS; (2) using the PRS as a mutual accountability frame-
work between recipient countries and donors; (3) broaden-
ing and deepening meaningful participation; (4) enhancing
linkages among the PRS, planning documents, medium-
term expenditure frameworks and budgets; and (5) tailor-
ing the approach to conflict-affected and fragile states.

Other work under way includes a review of the Fund's role
in the PRS process.

Access to financial suppoft

As part of the implementation of the Board's decision

to adopt norms for tapered access to PRGF resources

under successive arrangements, operational guidance

to staff has been finalized. This guidance clarifies also

the policy on blended use of PRGF resources and

resources from the General Resources Account, and on
the augmentation of PRGF arrangements in response to a
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shock.a More specifically, a shocks window within the

PRGF Trust for countries hit by a shock (whether these

countries are already using PRGF resources or not) is being
considered.

Emergency assistance for natural disasters

The Executive Board agreed in fanuary 2005 to subsidize

emergency assistance for natural disasters to PRGF-eligible

members, subject to the availability of subsidy resources.s

Members that have previously received emergency assis-

tance for natural disasters but have not yet fully repaid
such assistance (for example, Grenada and Malawi) will
be able to benefit from this initiative, as well as members

affected by the December 2004 tsunami-notably,
Maldives and Sri Lanka, whose requests for emergency

assistance were approved in March 2005. To help the latter
two members and others affected by the tsunami, the Fund
moved quickly to provide an assessment of the macro-
economic impact of the natural disaster (see Chapter l).
These efforts also facilitated the Paris Club creditors'
recent decision to provide a one-year moratorium on
debt service (see Chapter 3). It is estimated that subsidy

needs for natural disaster assistance could amount to about

$68 million-$98 million over the next five years, which
would need to be met through new contributions from
other IMF members.

Post-progra m mon itorin g

The IMF continues to monitor closely the circumstances

and policies of members that have substantial Fund credit
outstanding following the expiration of their arrangements.
In March 2005, the Board adopted a decision extending
post-program monitoring (PPM) to PRGF resources. Most
Directors felt that the extension of PPM would enhance the

comparability of treatment across members and help safe-

guard scarce PRGF resources. Specifically, when a member
has outstanding PRGF loans or PRGF loans combined with
GRA credit in excess of 100 percent of its quota, there

would be a presumption that the member would be subject

to PPM. The proposed decision provides a consolidated
framework for PPM, expanding the presumption of PPM to
cover any case in which outstanding credit arising from the

combined (or separate uses) of GRA and PRGF resources

exceeds 100 percent ofquota and the member does not

aThe "Operational Guidance Note on Access under the Poverty Reduction

and Growth Facility" can be found at www.imf.org/external/np/prgf/2004/

110904.htm.
sThe Board discussion is summarized in Public Information Notice

No. 05/8, www.imf.org/external/np/sec/pn/ 2005/pn0508.htm.
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have a program supported by a Fund arrangement or is not
implementing a staff-monitored program with reports
issued to the Board.

Policy support and signaling

The Board will take up in FY2006 the issue of whether and

how the IMF's instruments might be adapted to support
sound policies in low-income countries, particularly when
these do not have a need for, or want to use, Fund resources.

The work under way in FY2005 to lay the basis for this dis-
cussion drew on extensive consultations with donors and

low-income members on their needs for signals and consid-
ered whether there is a need to fil1 information gaps and

how this might be done, either within or outside the context
of a Fund arrangement (see Chapter 2).

Debt relief and sustainability

The IMF continues to work with other official creditors to
support low-income countries'efforts to achieve and main-
tain robust debt sustainability. Through debt relief under
the enhanced Heavily Indebted Poor Countries (HIPC)
Initiative (Box 4.3) an<l improved tools for analyzing and

managing debt, the Fund is playing an important role in
supporting low-income member countries' efforts to
achieve and monitor debt sustainability even as financing is

needed to achieve the MDGs.6

During FY2005 five additional members-Ghana, Hon-
duras, Madagascar, Rwanda, and Zambia-reached their
completion points under the enhanced HIPC Initiative. A
total of l8 members reached this stage by end-April 2005-
two-thirds of the 27 countries that have reached their deci-

sion points.

The Fund's disbursement of debt relief at the completion
point, together with already disbursed interim relief,

accounted for just over 70 percent of the total amount the
IMF has committed to the enhanced HIPC Initiative. As of
end-April 2005, total disbursements of HIPC Initiative
assistance by the Fund amounted to SDR 1.5 billion (see

Chapter 5).

Maintaining macroeconomic stability has proved a chal-
lenge for many of the nine member countries that are in
the interim period betr,r'een their decision and completion
points. The Fund is providing interim relief to three mem-

6"Enhanced HIPC Initiative-Status of Implementationl' www.imf.org/

external/NP/hipc/2004/082004.htm, and Public Information Notice

No. 04/ I I l, www.imf.org/external/np/sec/pn/2004/pn041 1 1.htm.
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To qualify for HIPC assistance, a country must pursue strong eco-

nomic policies supported by the IMF and the World Bank.There are

three phases. ln the first phase, leading up to the decision point,

the country needs to establish a track record of good performance

(normally, over a three-year period) and develop a Poverty Reduc-

tion Strategy Paper (PRSP) or an interim PRSP lts efforts are com-

plemented by concessional aid from all relevant donors and

institutions and traditional debt relief from bilateral crediton,

including the Paris Club.

ln this phase, the counfy's external debt situation is analfzed in

detail. lf its external debt in net present value (NPV) terms, after the

full use of traditional debt relief, is above 150 percent of exports (or,

for small open economies, above 250 percent of government rev-

enue), the counfy qualifies for HIPC relief. At the decision point-the

second phase-the IMF and the World Bank formally decide on the

country's eligibility, and the international community commits itself

to reducing the country's debt to a sustainable level.

once it reaches the decision polnt, the country must continue its
good track record with the support of the international community,

sausfactorily implementing key structural policy reforms, maintaining

macroeconomic stability, and adopting and implementing a poverty

reduction strategy. Paris Club bilateral creditors reschedule obliga-

tions coming due, with a 90 percent reduction in NPV terms, and

other bilateral and commercial creditoE are expected t0 d0 the

same. The IMF and the World Bank and some other multilateral cred-

itors may provide interim debt relief between the decision and com-
pletion points.

A country reaches its completion point-the third phase-once it has

met the objectives set at the decision point. lt then receives the bal-

ance of the debt relief committed.Ihis means that all creditoB are

expected to reduce their claims on the country, measured in NPV

terms, to the agreed sustainable level.

ber countries (Chad, the Democratic Republic of the
Congo, and Sierra Leone) whose macroeconomic programs
are supported by a PRGF arrangement. In another two
countries (Malawi and Sio Tom6 and Principe), work is
under way to put in place macroeconomic adjustments and
reform programs that could be supported under the PRGF.

Restoring macroeconomic stability in the remaining four
members during the interim period (Cameroon, The Gam-
bia, Guinea, and Guinea-Bissau) will require strong efforts
to address obstacles in public resource management and
structural reforms.

Of the remaining countries that have yet to reach their
decision point, two (Burundi and the Republic of Congo)
are making considerable progress on that route, while oth-
ers still face significant challenges. Many of these have been
affected by conflict, and several have large arrears to vari-
ous creditors. Directors urged the staff to continue to work

with the authorities in these countries, where possible, to
overcome these obstacles. In this context, Directors under-
scored the urgent need to mobilize financial resources to
enable the Fund to provide assistance under the HIPC Ini-
tiative to Liberia, Somalia, and Sudan once they become
eligible.

In September 2004 the Boards of the Fund and the World
Bank extended the HIPC sunset clause by another two
years, to end-2006, to provide the opportunity for the
remaining eligible countries to establish a track record that
would allow their consideration for HIPC relief. This
extension will apply only to members eligible for support
from the World Bank's International Development Associa-
tion and the Fund's PRGF that have not yet benefited from
HIPC debt relief and that are deemed to have public debt
in excess of the enhanced HIPC Initiative thresholds after
full application of traditional debt relief mechanisms
based on end-2004 debt data. Many of the countries that
could benefit from the extension of the sunset clause are

affected by conflict, and several, in particular Liberia,
Somalia, and Sudan, have large and protracted arrears to
various creditors.

Fufther debt relief

In response to the International Monetary and Financial
Committee's call at the 2004 Annual Meetings for the inter-
national community to provide assistance, including "fur-
ther debt relief," to enable low-income countries to achieve

the Millennium Development Goals (MDGs), the Board
discussed issues related to possible further debt relief for
low-income countries and possible means of financing such

relief at two seminars in March 2005. The Board will also

look into the G-8 Finance Ministers' proposal of June I 1,

2005, for additional debt relief to low-income countries,
which is to be put to the September 2005 Annual Meetings
ofthe Fund and the Bank (see Box 5.5).

Debt sustainability framework

To preserve the potential benefits of debt reliel it will be

critical to help countries avoid excessive borrowing in the
future. This is the purpose of the new debt sustainability
framework for low-income countries. The Executive
Boards of the Fund and the World Bank discussed the
framework in February and Septemb er 20047 and endorsed

7"Debt Sustainability in Low-lncome Countries-Proposal for an

Operational Framework and Policy lmplicationsl' www.irnf.org/external/
np/pdr/ sustain/ 2004/020 304. pdf: Public Infirrmation Notice No. 04/34,
"lMF Discusses Operational Framework for Debt Sustainability in Low-
Income Countri esl' www.imf.org/external/np/ sec/pn/ 2004/pn0434.htm;
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its key elements, including a standardized forward-looking
analysis of debt and debt-service indicators, an assessment

of sustainability informed by indicative policy-dependent
debt-burden thresholds, and a consistent financing strat-
egy. The framework has implications for PRGF program
design, since it suggests a more systematic use of indicative
targets on the net present value (NPV) of external debt,

increased flexibility in the application of limits on non-
concessional debt, and more systematic use of overall
fiscal deficit limits. (Examples include the PRGF arrange-

ments for Guyana and the Kyrgyz Republic. Guyana

employs overall fiscal deficit limits and indicative targets

on the net present value ofexternal debt, while the Kyrgyz
Republic's program includes a ceiling on concessional

borrowing.)

The Board had a further discussion of the debt sustain-

ability framework for low-income countries in April 2005.8

Directors endorsed indicative thresholds for the ratio of net

present value ofdebt to exports of 100, 150, and 200 per-

cent, depending on the quality of a country's policies and

institutions as assessed by the World Ilank's CPIA (a formal
Country Policy and Institutional Assessment), and corre-
sponding thresholds for the other four debt and debt-
service indicators. The thresholds are centered on the

operational thresholds of the HIPC Initiative. The new

framework will be applied as soon as possible to all low-
income member countries, including HIPCs. Specific

modalities for collaboration between Fund and World Bank

staffs in preparing joint debt sustainability assessments firr
individual countries have been formulated, taking into
account each institution's responsibilities in line with its

mandate. Directors asked the staff to report to them on

experience with the implementation of the framework after

six to twelve months.

Mobilizing international support

The international community recognized in the 2002

Monterrey Consensus that decisive progress toward the

"Operational Frarnework for Debt Sustainability in Low-lncome
Countries-lnrplications for Funtl Program Design," www.imJ'.org/

extennl / np/ pd r/ sustai n/ 2004/09 1 304.htm; " Debt Sustainability in Low-

Income Countries-Further Considerations on an Operational Frame-

work and Policy lmplicatkrnsi'www.inf.org/external/np/pdr/sustain/2004/
091004.htn; and Public Informatitx Notice No. 04/l 19,'lMF Discusses

Operational Debt Sustainability Frarnework ftrr Low-lncome Countries,"

www. i m f . org/ extc r n al / np / scc/ pn / 2001 / pn04 1 1 9.h tm.
s"Operational Framework for Debt Sustainability Asscssmcnts in [,ow-

lnc<rme Countries-Further Considerations," wrmv. inf.org/externol/np/pp/
eng/2005/032805.pdf, antl Public Information Notice No. 05/59,

www. i nf . o rg/ ext e r nal/ n p / se c/ pn/ 200 5 / p n0 5 59. ht n r.

ln April 2003, the lMFs Executive Board approved a three-year Poverty

Reduction and Growth Facility (PRGF) anangement for Senegal covering

2003-05 to support implementation ofthe government's Poverty

Reduction Strategy Paper (PRSP).The PRGF-supported program empha-

sizes improving revenue collection, increasing capital and pro-poor

spending, strenglhening the efficiency and transparency of public

expenditure management, and removing impediments to private sector

development. Senegal also requested an updated assessment, under

the joint IMF-World Bank Financial Sector Assessment Program (FSAP),

of the stability and development potential of its financial sector.

ln 2003-04, Senegal's economic gowth was robust, inflation was low,

and the fiscal and external deficits and government indebtedness were

maintained at sustainable levels. Structural reforms were implemented,

albeit with some delay, and the authorities took steps to correct fiscal

slippages. Senegal reached the completion point underthe enhanced

Heavily lndebted Poor Countries (HIPC) lnitiative in April 2004, paving

the way for debt relief of $0.5 billion, in net present value terms, and a

reduction in debt service of about 2 percent of GDP annually during the

next 10 years.

Senegal-lMF actMtles ln FY2005

May 2004 Submission of Senegal's Annual PRSP Progress Report

March 2005 Completion of Senegal's 2004 Article lV consultation

and of the second review of Senegal's PRcF-supported

pr0gram

Publication of joint IMF-World Bank advisory note on

Senegal's PRSP Progress Report

April 2005 Publication of report on Financial System Stability

Assessment update
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Millennium Development Goals (MDGs) would require
ambitious country-led reform efforts supported by
increased aid and its more effective delivery. The Fund
offers low-income countries advice on how to manage aid
inflows, which is crucial given the international effort to
mobilize more aid for the MDGs. Mobilization and coordi-
nation of financing for the MDGs has figured prominently
on the international agenda.

The year 2005 represents an important milestone on the
way to the Millennium Development Goals for 2015. The
United Nations Millennium Project report, published in
fanuary 2005, marked the opening of a period of stock-
taking on the progress made toward the MDGs and how to
accelerate it-discussions that will culminate at the UN
Summit Conference on Implementing the Millennium
Declaration in September 2005. An important step in this
process was the Second High-Level Forum on Aid Effective-
ness held in Paris in March 2005. This Forum focused on
ways to achieve greater aid effectiveness and better develop-
ment results in support of efforts to reach the MDGs by
harmonizing donor aid delivery procedures and reporting
requirements and by aligning donor support programs with
recipient countries'priorities. The Fund, although not a

donor, supports the principles and commitments in the
Paris Declaration on enhancing aid effectiveness and will
promote its implementation. In particular, the Fund will
work within its mandate with multilateral development
partners toward enhancing the predictability of aid flows
and achieving greater policy coherence on the part of devel-
opment partners.

Board review of aid effectiveness

In September 2004, Directors discussed the issue of aid
effectiveness and the merits of various options for mobiliz-
ing more resources in support of the MDGs, on the basis of
a paper prepared jointly by Fund and World Bank staff.e

Directors emphasized that increased aid is not a panacea

and that action is also required in other areas-further
improvements in recipient countries' policy environments,
better market access for developing countries'exports, bet-
ter aid management and implementation, and a relaxation
of absorptive capacity constraints. Directors generally con-
sidered that an increase in official development assistance
was the best way to mobilize additional resources in pursuit
of the MDGs, and most stressed that donor countries
needed to move more forcefully toward meeting the UN
target of0.7 percent ofgross national income devoted to

e'Aid Effectiveness and Financing Modalities" is available at

www,worldbank.org.

aid. Directors'views varied widely, however, on alternative
financing mechanisms to complement official development
assistance, with most Directors calling for further work by
the Fund on these issues.

Subsequently, in response to requests by the IMFC and the
Development Committee to continue work on innovative
sources of development financing, such as the International
Finance Facility (IFF) and global taxes, Fund and World
Bank staffs produced a joint note outlining progress that
has been made in advancing the analysis of these issues.

This includes continuing assessment by the Fund of pro-
posed global tax instruments, such as aviation taxes, and a

World Bank analysis of progress in putting in place the IFF
for Immunization (lFFIm), a fund to support an enhanced
vaccination program.

Global Monitoring Report

The second Global Monitoring Report was published in
April 2005. The annual reports, prepared jointly by the
IMF and the World Bank, track the progress made toward
the achievement of the MDGs and the obstacles remaining.
While the first report, published in fune 2004, provided a

comprehensive assessment of the policy agenda for achiev-
ing the MDGs and related development outcomes, the 2005
report had a more selective focus on key areas of the policy
agenda but provided a more in-depth assessment in those
areas.l0 It paid special attention to Africa, the region most at
risk of failing to achieve the MDGs.

The Fund staff's primary contribution to the 2005 report
was on the agenda for growth, which is central to reducing
poverty and meeting the MDGs. The broad priorities
emphasized are macroeconomic stability and institutions
and policies that promote private sector growth. Better
expenditure management and policies are critical to
improving the expenditure composition and sustaining
macroeconomic stability. To invigorate the private sector,
countries must remove excessive regulatory and institu-
tional constraints. To underpin these efforts, recent
progress on political governance must lead to improve-
ments in economic governance. Tiansparency is a theme of
many of the key interventions discussed in the report. Trade
liberalization is also a critical domestic policy priority in
many cases.

I0 New IMF-World Bank Report Calls for Urgent Action to Cut Global
Poverty and Win Better Development Results for Poor Countries," Press

Release No. 05/83, April 12, 2005, www.imf.org/external/np/sec/pr/2005/
prO583.htm.The Global Monitoring Reporr is available at www.imf.org/
e xte r nal/ p ub s / ft/ gm r / 200 5 / eng/ p df/ gmr. p df ,
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Meeting the MDGs, the report said, would require substan-

tial increases in the amount of official development assis-

tance reaching the poorest countries. While aid volumes

had risen since the UN Financing for Development
Conference in Monterrey in2002,when donors pledged to
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increase assistance to the poorest countries significantly,

debt relief and technical cooperation had accounted for a
full two-thirds of the increase. Given reforms under way,

many countries could effectively use a doubling of aid over

the next five years.
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t he IMF is a cooperative financial institution that
lends to member countries experiencing balance of

payments problems. The IMF extends financing to mem-

bers through three channels:

Regular financing activities. The IMF provides loans to

countries from a revolving pool of funds consisting of
members'capital subscriptions (quotas) on the condition
that the borrower undertake economic adjustment and

reform policies to address its external financing difficulties.
These loans are extended under a variety of policies and

facilities designed to address specific balance of payments

problems (Table 3.1 ). Interest is charged on the loans at

market-related rates, and repayment periods vary depend-

ing on the lending facility.

Concessional financing activities. The IMF provides loans to
low-income member countries at very low interest rates and

with longer maturities than apply to regular Fund credit.
The interest rate charged on loans extended under the

Poverty Reduction and Growth Facility (PRGF) is 0.5 per-

cent, and the repayment period for such loans is 5th-lo
years. These loans support programs to strengthen balance

of payments positions and foster durable growth, higher liv-
ing standards, and a reduction in poverty. The IMF also

makes grants available to eligible heavily indebted poor

countries (HIPCs) to help them achieve sustainable external

debt positions. The principal of concessional loans is

funded by bilateral lenders that make resources available to

the IMF at market-based rates, with the IMF acting as a

trustee. Resources to subsidize the rate charged to borrow-

ers and grants for HIPC debt relief are financed through
separate contributions by some member countries and the

IMF's own resources.

Special drawingrights.The IMF can also create international
reserve assets by allocating special drawing rights (SDRs) tcr

members. These SDRs can be used to obtain foreign exchange

from other members and to make payments to the IMF.

Among the key financial developments in FY2005 were the

following:

r The IMF initiated a review of its finances and financial

structure. This ongoing review is focusing on ways in
which the existing financial structure can be strength-
ened. In particular, the review is considering measures to

enhance, simpli$r, and increase the transparency of the

IMF's income mechanism and addressing ways to
strengthen the IMF's financial position through the diver-

sification of income sources. Measures to modernize the

IMF's internal budgetary procedures are also ongoing
(see Chapter 7).

r Outstanding IMF credit declined from last year's all-time
high, as a favorable external financing environment for
emerging market countries contributed to a sharp reduc-

tion in the demand for IMF credit.

r The IMF continued its efforts to help its poorest members

achieve a higher pace of sustainable economic growth,
reduce poverty, and reduce their debt burdens to sustain-

able levels. In this context, the IMF considered ways to

strengthen its ability to provide financial resources to low-
income countries over the medium term.

Regular financing activities

The IMF's regular lending activity is conducted through the

General Resources Account (GRA), in which the members'

quota subscriptions are held (Box 5.1). The bulk of IMF
financing is provided under Stand-By Arrangements, which

address members'short-term balance of payments difficul-
ties, and under the Extended Fund Facility (EFF), which
focuses on external payments difficulties arising from longer-

term structural problerns. Loans under Stand-By and

Extended Arrangements can be supplemented with short-
term resources from the Supplemental Reserve Facility (SRF)

to assist members experiencing sudden and disruptive losses

of capital market access. All loans incur interest charges and

can be subject to surcharges, depending on the type and

duration of the loan and the amount of IMF credit outstand-
ing. Repayment periods also vary by type of loan (Table 3.1).

Lending

During FY2005, IMF credit outstanding declined from its
all-time high reached in FY2004. At the end of FY2005,

credit outstanding stood at SDR 49.9 billion, down from
SDR 62.2 billion in April 2004.r Disbursements during the

rAs of April 30,2005, SDR I ,= US$1.51678.
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The IMF's regular lending is financed from the

capital (quotas) subscribed by member coun-

tries. Each country is assigned a quota-
taking into account the country's economic

size and external trade-which determines its

maximum financial commiunent to the IME

A portion ofthe quota is provided in the form

of reserye assets (foreign cunencies accept-

able to the IMF or SDRs) and the remainder

in the country's own cunency.Tle IMF

extends tinancing by providing reserve assets

to borrowers from the reserve asset subscrip-

tions of members or by calling on countries

that are considered financially strong to

exchange their own currency subscriptions for

reserve assets (Box 5.3).

A loan is disbursed by the IMF when a bor-

rower "purchases'the reserve assets from the

IMF with its own currency,The loan is consid-

ered repaid when the borrower'repurchases"

its currency from the IMF in exchange for

reserve assets.The IMF levies a basic rate of

interest (charge) on loans based on the SDR

interest rate (Box 5.7) and imposes sur-

charges depending on the amount and matu-

rity of the loan and the level of credit

outstanding.

A country that provides reserve assets to the

IMF as part of its quota subscription or

Membor lype of arrangement

through the use of its currency receives a

liquid claim on the IMF (reserve position) that

can be encashed on demand to obtain

reserve assets to meet a balance of pay-

ments financing need,Tlese claims earn

interest (remuneration) based on the

SDR interest rate and are considered by

members as part of their international reserve

assets. As IMF loans are repaid (repurchased)

by bonowers with reserve assets, these funds

are transfened to the creditor countries

in exchange for their currencies, and the cred-

itors'claims on the IMF are extinguished,

Ihe "purchase/repurchase" approach to IMF

lending affects the composition of the IMF'S

resources but not their overall size. An

increase in loans outstanding will reduce the

IMF's holdings of reserve assets and the cur-

rencies of members that are financially strong

and increase its holdings of the currencies of

countries that are borrowing from the IME TIe

amounts of the IMF'S holdings of reserve

assets and the currencies of financially strong

countries determine the IMF'S lending capac-

ity (liquidity) (Box 5.4).

Detailed information on various aspects ofthe
lMFs financial structure and regular updates of

its financial activities are available on the IMF's

website at www.rmf .orgexternal/fin.htm.

Date of approval
Amount approvedr sharply from SDR 14.5 billion in

(tn niltlons ol SDRi)

reached SDR 13.9 billion-reflecting
large repayments by Argentina,
Brazil, Russia, and Turkey. Both Rus-

sia and Lithuania repaid all GRA
principal obligations to the Fund;
their advance repayments amounted
to SDR 2.2 billion in )anuary 2005

and SDR 16 million in February
2005, respectively. Uruguay also

made several advance repayments
totaling SDR 438.5 million. As a

result, IMF credit outstanding at the
end of FY2005 was SDR 12.3 billion
lower than a year earlier.

During the year, l3 members-
Argentina, Bosnia and Herzegovina,
Brazil, Bulgaria, Ecuador, ]ordan,
Pakistan, Papua New Guinea, Roma-
nia, Serbia and Montenegro, Sri
Lanka, Turkey, and Uruguay-made
repayments on the expectation
schedule in the amount of SDR 6.1

billion, of which SDR 1.3 billion con-
stituted SRF repayments by Brazil.
Six members requested and were
granted extensions of repurchase
expectations.2 As of April 30,2005,
IMF outstanding credit amounting
to SDR 24.8 billion was subject to
time-based repurchase expectations
under the policies adopted in
November 2000 (Box 5.2).

New IMF commitments declined

FY2004 to SDR 1.3 billion in FY2005,

in part reflecting favorable financing
conditions for emerging market sov-
ereign borrowers.

The IMF approved six new Stand-By
Arrangements and two augmenta-
tions of an existing Stand-By
Arrangement involving commit-
ments totaling SDR 1.3 billion
(Table 5.1).ln addition, as detailed
above, the Central African Republic,

Bolivia

Bulgaria

Croatia

Dominican Republic

Gabon

Peru

Roma n ia

Augmentation of Stand-By
Augmentation of Stand-By
25-month Stand-By
20-month Stand-By
28-month Stand-By
13-month Stand-By
26-month Stand-By
2-year Stand-By

June 10, 2004
April 8,2005
August 6, 2004
August 4, 2004
January 31,2005
May 28,2004
June 9, 2004
)uly 7,2004

42.9
42.9

100.0
97.0

437.8
69.4

287.3
250.0

t,327.3

lFor augmentations, only the amount of the increase is shown.

financial year totaled SDR 1.6 billion; the largest disburse-
ments were made to Turkey and Uruguay under their
Stand-By Arrangements. Disbursements totaling SDR 312.9
million were made under Emergency Post-Conflict Assis-

tance to the Central African Republic, Haiti, and Iraq. Dis-
bursements totaling SDR 110.4 million were made under
Emergency Natural Disaster Assistance to Grenada, Mal-
dives, and Sri Lanka. During FY2005, total repayments

Haiti, and Iraq made purchases under the policy on Emer-
gency Post-Conflict Assistance (EPCA), and Grenada, Mal-
dives, and Sri Lanka under the policy on Emergency

lExtensions of repurchase expectations were approved in FY2005 for
Argentina, Dominica, the Dominican Republic, Ecuador, Sri Lanka, and
Uruguay.

Table 5.1
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Box 5.2

Ihe lMFs Articles of Agreement (Article V, Section 7(b)) specify that

members are expected to make'repurchases' (repayments of loans)

as thelr balance of payments and reserve positions improve. To

encourage early repayment, the review of Fund facilities carried out in

FY2001 introduced tim*based repurchase epectations on "pur-

chases' (loan disbursements) made after November 28, 2000, in the

credit tranches, under the Extended Fund Facility, and under the

Compensatory Financing Facility. Purchases underthe Supplemental

Reserve Facility have been subject to repurchase expectations since

that facility's inception; in March 2003, the maturities of SRF expec-

tations and obligations were extended by one year and by six

months, respectively. Ihe expectations schedule entails earlier repay-

ments than the original obligations schedule, as shown in the table.l

IIe time-based repurchase expectations can be extended upon

request by memben.

,TI*T:' TffIlT'
Gndlt hclll$ (than) (1616)
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The Financial Transastions Plan, adopted by the Executive Board for

each upcoming quarter, specifies the amounts of SDRS and selected

member currencies to be used in transfeG and recelpts expected to

be conducted through the Generial Resources Account durlng that
period.Ihe IMF extends loans by calling on financially stong coun-

tries t0 provide reserve assets to weaker membens in balance of
payments need.IIe members that participate in financing IMF trans-

actions in foreign exchange are selected by the Executive Board

based on an assessment of each country's financial capacity.lhese

assessments are ultimately a matter of judgment and take into

account recent and prospective developmenb in the balance of pay-

ments and reserves, trends in exchange rates, and the size and

duration of external debt obligations.

The amounts transferred and received by these members are man-

aged to ensure that their creditor positions in the IMF are broadly

equal in relation to quota, the key measure of members' rights and

obligations in the lMEThe IMF publishes on its website the outcome

of the Financial Transactions Plan for the quarter endlng three

months prior to publication. As of April 30, 2005, with the addition

of the Russian Federation in March 2005, there were 46 partici-

pants in the Financial Transactions Plan.

Stand-By Arcngements
Compensatory Financing Facility (CFF)

Extended Fund Facility (EFF)

Supplemental Reserve Facility (SRF)

31/q-5
31/t-5
4rr-10
21/r-3

21/e-4
2Y4-4
41/h.7

2-21,b

1A rcview ofthe policy on tlme-based rcpurchase expectations is being under-
taken ln the context of a broader review of the charges and matudues of IMF

faciliUes.

Natural Disaster Assistance (ENDA). No Extended
Arrangements were approved and no commitments were

made under the IMF's Compensatory Financing Facility
(CFF) during the year.

New IMF commitments made during FY2005 were small
relative to large IMF commitments made during FY2004.

The largest commitment made during FY2005, for the
Dominican Republic (SDR 437.8 million), was far less than
the large commitments made during FY2004 for the Stand-
By Arrangement with Argentina (SDR 9.0 billion) and for
the augmentation of Brazil's Stand-By Arrangement
(SDR 4.6 billion).

Twelve Stand-By and Extended Arrangements were in effect
as of the end of FY2005, of which seven are being treated as

precautionary, with borrowers having indicated that they do
not intend to draw on the funds committed to them by the
IMF. Argentina has not drawn under its Stand-By Arrange-
ment since March 2004. At the end of April 2005, undrawn
balances under all arrangements still in effect amounted to
SDR 7.9 billion.

Resources and liquidity

The IMF's lending is financed primarily from the fully paid-
in capital (quotas) subscribed by member countries in the

form of reserve assets and currencies.3 General reviews of
IMF quotas, during which adjustments may be proposed in
the overall size and distribution ofquotas to reflect devel-
opments in the world economy, are conducted at five-year
intervals. A member's quota can also be adjusted separately
from a general review to take account of major develop-
ments. The IMF can borrow to supplement its quota
resources and has in place two formal borrowing arrange-
ments with member countries.

Only a portion of the paid-in capital is readily available to
finance new lending because of previous commitments made
by the IMF and the IMF policy of lending only in the curren-
cies of members that are financially strong. The IMF's base of
usable resources increased during FY2005 because Russia was

considered sufficiently strong for its currency to be included
in the IMF's Financial Transactions Plan (Box 5.3).

lQuotas also determine a country's voting power in the IMF, access to IMF
financing, antl sharc in Sl)R allocations.

Australia
Austria

Belgum
Botsilana
Brunei Darussalam
Canada

Chile
China

Cyprus

Czech Republic
Denmark
Finland

Fnance

Germany

Greece

Hungary

lndia
lIeland
lsrael

Italy
Japan

Korea

Kuwait
Luxembourg

Malaysia

Mauritius
Mexico

Netherlands
New Zealand
Noilay
0man
Poland

Portugal

Qatar
Russian Federation

Saudi Arabia

Singapor€
Slovenia

Spain
Sweden

Switserland
Thailand
Trinidad and Tobago

United Arab Emirates

United Kingdom
United States

Box 5.3

EA
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The IMF's key measure of liquidity is the Fon'/ard Commitment

Capacity (FCC), which is designed to be a clear measure of the

IMF'S capacity to make new loans.The one-year FCC indicates the

amount of quota-based resources available for new lending over

the next l2 months (Figure 5.2).

The one-year FCC is defined as the lMFs stock of usable resources

less undrawn balances under current lending arrangements, plus

projected repayments during the coming 12 months, less a pruden-

tial balance intended to safeguard the liquidity of creditors' claims

and allow for any potential erosion of the IMF's resource base.The

IMF's usable resources consist of its holdings of SDRs and the cur
rencies of flnancially strong members included in the Financial

Transactions Plan (Box 5.3).The prudential balance is calculated as

20 percent of the quotas of members included in the Financial

Transactions Plan, plus any undrawn amounts under activated bor-

rowing arrangements.

lnformation on the one-year FCC is published weekly (Financial

Actlvities; Week-at-a-Glance) and monthly (Financial Resources and

Liquidity) on the IMF'S website at www.imf.ort/external/fin.htm.

The Fund's liquidity, as measured by the Forward Commit-
ment Capacity (FCC; see Box 5.4), rose to SDR 94.3 billion
at the end of April2005 from SDR 58.1 billion at the end of
April 2004. This was due primarily to the expiration of
Brazil's Stand-By Arrangement; the rise of usable resources

as a result of net repurchases by Argentina, Brazil, Turkey,

and Russia; and the inclusion of Russia in the Financial
Transactions Plan (Figure 5.1).

Concessional financinS activities

Povefty Reduction and Growth Facility

In 1999, the IMF modified its objectives for concessional
lending to include an explicit focus on poverty reduction

(ln biilions ofSoRs)

80-
70-
60-
50-
40-
30

20-
10-
0

1995 96 97 98 99 2000 01 02 03 04 05

1995 96 97 98 99 2000 01 02 03 04 05

Source: IMF Finance Department.

Note: Ihe IMF started publishing data on its FCC in December 2002. For earlier periods

the figure shors estimates of the FCC.Ihe FCC increases when quota payments are

made. lt also lncreases when repurchases are made and decreases when the IMF makes

new financlal commitments.Ihe reference to member counties and the Asian crises notes

selected large financial commitments by the IMF to members and goups of members.

in the context of a growth-oriented economic strategy.
The IMR along with the World Bank, supports strategies

elaborated by the borrowing country in a Poverty Reduc-

tion Strategy Paper (PRSP) prepared with the participation
of civil society and other development partners. Reflecting

the new objectives and procedures, the IMF established

the Poverty Reduction and Growth Facility (PRGF) in
place of the Enhanced Structural Adjustment Facility
(ESAF) to provide financing under arrangements devel-

oped in the context of PRSPs. (See Chapter 4 for more
information on the assistance the IMF provides to low-
income countries.)

During FY2005, the Executive Board approved eight new

PRGF arrangements (for Chad, the Republic of Congo,

Georgia, the Kyrgyz Republic, Mali, Mozambique, Niger,

and Zambia), with commitments totaling SDR 434.4 mil-
lion (Table 5.2). In addition, the Board approved aug-

mentations of the existing arrangements for Bangladesh

and Kenya in the amounts of SDR 53.3 million and

SDR 50 million, respectively. Bangladesh's augmentation
was associated with the first approval under the newly
created Trade Integration Mechanism, while Kenya's

augmentation was in response to drought and the sharp

rise in oil prices. The commitment of Azerbaijan's PRGF

arrangement was reduced by SDR 12.9 million owing to
the cancellation of one review. Mauritania cancelled its

PRGF arrangement on November 7,2004. Total PRGF

disbursements amounted to SDR 0.8 billion during
FY2005. As of April 30, 2005, 3l member countries' reform
programs were supported by PRGF arrangements, with
commitments totaling SDR 2.9 billion and undrawn
balances of SDR 1.3 billion; total PRGF credit outstand-

(ln billions of SDRs)

100 -

80-

60-

Eleventh

Review quota

2-- Maico

Asian crises

Tutuey40-

20- Bnzil

0

Figure 5.2

Figure 5.1

Source: IMF Finance Department.
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The PRGF Thust receives grant con-
tributions to subsidize the rate of
interest on PRGF loans and main-
tains a Reserve Account as security
for loans to the trust. The PRGF-

HIPC Trust was established in 1997

to subsidize PRGF operations
beginning in2002 and to provide
resources for HIPC Initiative
assistance.

As of the end of FY2005, the total
loan resources that had been made
available for PRGF operations
amounted to SDR 15.8 billion, of
which SDR 13.0 billion had already
been committed to borrowing mem-

Chad

Georgia

Kyrgyz Republic
Mali
Mozambique
Niger

Republic of Congo

Zambia

Subtotal

Bangladesh

Kenya

Azerbarjan

3-year PRGF

3-year PRGF

3-year PRGF

3-year PRGF

3-year PRGF

3-year PRGF

3-year PRGF

3-year PRGF

Augmentation
Augmentation
Reduction

February 16,2005
June 4,2004
March 15,2005
June 23,2004
July 6,2004
January 31,2005
December 6,2004
June 16,2004

July 28,2004
December 20, 2004
Decembet 22,2004

25.2
98.0

8.9
9.3

17.4
6.6

55.0
220.7

434.4r

53.3
50.0

(12.9)

Source: IMF Finance Department.
lFigures may not add up to subtotal because of rounding.

97 98 99 2000 01 02 03 04 05

Source: IMF Financ6 Department.

ing as of the end of April2005 stood at SDR 6.6 billion
(Figure 5.3).

Financing for the PRGF is provided through trust funds
administered by the IMF-the PRGF and PRGF-HIPC
Trusts-that are separate from the IMF's quota-based
resources.4 The trusts have been financed from contribu-
tions from a broad spectrum of the IMF's membership and
the IMF itself. The PRGF Tiust was established in 1987 and
borrows resources at market or below-market interest rates
from loan providers-central banks, governments, and gov-
ernment institutions-and lends them to PRGF-eligible
member countries at an annual interest rate of 0.5 percent.

bers and SDR 11.7 billion had been disbursed. It is esti-
mated that the remaining uncommitted PRGF loan
resources of SDR 2.7 billion will cover the projected
demand for PRGF resources through 2006. There is a long-
standing plan to move to a self-sustained PRGF once the
interim PRGF runs its course. Following the March 2004
Executive Board discussion,s the IMF staff updated its esti-
mates of PRGF financing requirements over the medium
term under current policies. These updated estimates indi-
cated the need for a PRGF lending capacity of SDR 0.8-1.2
billion a year over 2006-10. Further projections will have

to be made to take into account the possible impact of the
G-8's June 2005 proposal for additional debt relief to low-
income countries.

Enhanced HIPC lnitiative

Originally launched by the IMF and the World Bank in
1996, the HIPC Initiative was considerably strengthened in
1999 to provide deeper, faster, and broader debt relief for
the world's heavily indebted poor countries. By April 30,
2005,27 countries had reached their decision points under
the enhanced initiative and one (Cdte d'Ivoire) under the
original initiative. Of these countries, l8 reached their com-
pletion points under the enhanced initiative (see also
Chapter 4).

The IMF provides HIPC Initiative assistance in the form
of grants that are used to service part of member countries'
debt to the institution. As of April 30, 2005, the IMF had
committed SDR 1.8 billion in grants to the following
countries: Benin, Bolivia, Burkina Faso, Cameroon, Chad,
Cdte d'lvoire, the Democratic Republic of the Congo,

(ln bllllons of SDRs; end of financlal year)

7-

6-

5-

4-

3

2

1

aFor a frrller account of the sources of fi:nds for IMF concessional lending
operations, see International Monetary Fund, 2001, Financial Organiza-
tion and Operations of the IMF, Pamphlet 45,6th ed. (Washington), avail.
able online at www.imf.org/external/pubs/ft/pam/pam45/contents.htm.

sBox 7.6 of the IMF's Ann ual Report 2004 provides more information on
this Board discussion of the financing of PRGF operations over the
medium term.

Figure 5.3
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(ln millions of SDRS; as of April 30, 2005)

Mombsr
D6clslon Completlon

polnt
Amount

commlftsd
Amount

dlsburcedlpolnt

During FY2005, the IMF Executive

Board approved additional HIPC
assistance amounting to SDR 51.8

million for four members (Burkina

Faso, Ethiopia, Niger, and Rwanda).6

Under the enhanced HIPC Initiative,
a portion of the assistance commit-
ted at the decision point can be

disbursed before the country reaches

its completion point. Such assis-

tance from the IMF may amount to
up to 20 percent annually, with a

cumulative maximum of 60 percent

of the total committed amount of
HIPC assistance. In exceptional
circumstances, the annual and maxi-
mum amounts of assistance can be

raised to 25 percent and75 percent,

respectively. During FY2005, SDR

7.0 million of interim assistance was

disbursed to three countries. As of
April 30,2005, SDR 624.2 million
had been disbursed as interim
assistance.

Resources still need to be identified
to meet the IMF's share of HIPC
Initiative assistance for three pro-
tracted arrears cases-Liberia,
Somalia, and Sudan. In addition, the
potential costs associated with fur-
ther cases of"topping up" and the

extension of the HIPC sunset clause

have not yet been identified. More-
over, recent calls to consider further
debt relief will have important
financing implications for the IMF.
In this regard, the IMF's Executive
Board is considering the implica-
tions for the IMF's finances and
operations of the G-8 proposal for
additional debt relief (Box 5.5).

Undor tho orlglnal lllPC lnltlatlvo
Bolivia
Burkina Faso

Cote d'lvoire
Guyana

[4ali
l\4ozambique

Uganda

Iotal orlglnal HIPC

Sep.1997
Sep.1997
lVar 1998
Dec. 1997

Sep. 1998
Apr. 1998
Apr, 1997

Sep, 1998
Ju|.2000

May 1999

Sep.2000
Jun. 1999
Apr. 1998

2r.2
16.3
!6.72
25.6
10.8
93.2
51.5

235.3

25.6
10.8
93.2
51,5

218.6

27.2
16.3

Undor th6 onhsncod HIPC lnltlathe
Benin
Eolivia
Burkina Faso

Cameroon

Chad

Congo, Dem. Rep. of
Ethiopia
Ga mbia,Ihe
Ghana

Guinea

Guinea-Bissau

Guyana

Honduras
Madagascar
Malawi

Mali
Mauritania
l\4ozambique

Nicaragua

Niger

Rwanda

SaoTom6 and Principe

Senegal

Sierra Leone

Tanzania

Uganda

Zambia

Tot l enhancod HIPC

Grand total

Ju1.2000
Feb. 2000
.Ju1,2000

0ct.2000
May 2001

Ju1.2003
N0v.2001
Dec.2000
Feb. 2002
Dec.2000

Dec.2000
Nov 2000
Jun.2000
Dec.2000
Dec.2000

Sep.2000
Feb. 2000
Apr.2000
Dec.2000
Dec.2000

Dec.2000
Dec.2000
Jun. 2000
Mar.2002
Apr.2000

Feb. 2000
Dec.2000

l\4ar.2003
Jun. 2001
Apr2002
Floating
Floating

Floating
Apr.2004
Floating
Ju1.2004
Floating

Floating
Dec.2003
Apr.2005
0c1.2004
Floating

lVar.2003
Jun.2002
Sep.2001
Jan.2004
Apr.2004

Apr.2005
Floating
Apr.2004
Floating
N0v.2001

34.7
34.8
73.7
63.5
37.2

33.84

33.8
98.5
89,0

68.1
468.8

1,590.2

1,825.5

18.4
41.7
27.7
28.5
14.3

20.7
44.2
29.7

5.5
8.6

228.33
45.1

1.8
90.1
24.2

2.3
46.3

0.1
94.3

5.2

9.2
31.1
11 7

74.1
23.1

u.5
34.0
aa1
16.4
6.9

38.5
38.4
14.8
71.2
33.8

33.8

38.4
62.0
96.4

May 2000
Apr.2005

70.2
468.8

1,303.1

1,521.7

Source: IMF Finance Department.
llncludes interest on amounts committed under the enhanced HIPC lnitiative.
2Equivalent to the committed amount of $22.5 million at the decision point exchange rate (March 17, 1998),
3Amount committed is equivalent to the remaining balance of the total IMF HIPC assistance of SDR 337.9 million, after deduct-

ing SDR 109.6 million representing the concessional element associated with the disbursement of a PRGF loan lollowing the

Democratic Republic of the Congo's clearance of atrears to the llvlF on June 12,2002.
4Excludes commitment of additional enhanced HIPC assistance of SDR 12.98 million subject to receipt of satisfactory financing

assurances from other creditors.

Ethiopia, The Gambia, Ghana, Guinea, Guinea-Bissau,

Guyana, Honduras, Madagascar, Malawi, Mali, Mauritania,
Mozambique, Nicaragua, Nigea Rwanda, Sao Tom6 and

Principe, Senegal, Sierra Leone, Tanzania, Uganda, and

Zambia. Five members (Ghana, Honduras, Madagascar,

Rwanda, and Zambia) reached their completion points
under the enhanced HIPC Initiative during FY2005. As

of April 30, 2005, total disbursements of HIPC Initiative
assistance by the IMF amounted to SDR 1.5 billion
(Table s.3).

Financing of PRGF subsidies and the HIPC lnitiative

The financing of the subsidy requirements of the PRGF

and the IMF's participation in the enhanced HIPC Initia-
tive is administered through the PRGF and the PRGF-

HIPC Trusts. Under the current framework, the total cost

6This includes SDR 12.98 million in additional HIPC assistance approved

for Rwanda sub.ject to the receipt of satisfactory financing assurances from
other creditors.
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Box 5.5

At the 2004 Annual lvleetings of the IMF and

the World Bank, the lnternational Monetary

and Financial Committee called on the inter-

national community, including the IME to con-

sider further debt relief for low-income

countries beyond that provided by the HIPC

lnitiative. ln this regard, in lvlarch 2005, the

IMF's Executive Board discussed two staff
papers on the key issues relating to further

debt relief and its financing.

The paper on further debt relief provided an

opportunity to discuss how debt relief could
play a role in helping low-income countries

tackle their problems and make progress

toward the Millennium Development Goals

(MDGs). Further debt relief holds out the
promise of easing concerns about debt

sustainability while attracting additional

financing to achieve the MDGs, and of pro-

viding predictable budget support with rela-

tively low transactions costs for recipients.

Drawbacks include the possibility that it

could perpetuate moral hazard and raise

issues of equity by allocating scarce

resources on the basis of past borrowing

and that it would not address the broader

agenda of reforms needed to accelerate

progress toward the MDGS. Directors empha-

sized that the benefits of further debt relief

would depend importantly on the commit-

ment of the donor community to increase

the overall aid envelope to ensure additional

net resource transfers to these countries

and that these benefits must be weighed

against other potential uses of scarce

res0urces.

TIe flnancing paper emphasized the close

interlinkages between the financing of further

debt relief and the financing of the IMF's

ongoing lending operations with low-income

countries. Directors agreed that it would be

crucial to ensure that the IMF has adequate

financing to meet the future demand for con-

cessional lending.

ln June 2005, the finance ministers of the

Group of Eight (G-8) countries proposed that

the IME the World Bank, and the African

Development Bank (AfDB) cancel 100 per-

cent of their claims on 18 countries that have

reached the completion point under the

enhanced HIPC lnitiative and the claims on

other HIPCs (currently 17 countries) as they

reach the completion point.l The key ele-

ments ofthe G-8 proposal were as follows:

r Donors would provide additional contribu-

tions to the lnternational Development

Association (the concessional lending arm

of the World Bank) and the AfDB, based on

agreed burden sharing, to cover their full

cost of debt relief.

r The costs of fully covering the Fund's debt

relief would be met by the use of existing

Fund resources, without undermining the

I lVl F's fi nancing capacity.

r ln situations where other existing and pro-

jected debt relief obligations cannot be

met by the use of existing IMF resources

(for example, Somalia, Liberia, and

Sudan), donors would commit to providing

the additional resources necessary. the
G-8 finance ministers committed to pro-

vide, on a fair burden-sharing basis, a min-

imum of $350 million in resources over the

next three years to cover costs to the IMF

that are difficult to forecast and that are in

excess of existing resources and to cover

the costs of countries that may become

eligible for HIPC assistance under the sun-

set clause (see Chapter 4). Ihey also

invited voluntary conuibutions to a new

trust fund to support poor countries facing

commodity price and other exogenous

shocks.

The IMF's Executive Board met for an initial

discussion of the G-8 proposal in late June

2005. Directors asked staffto prepare a care-

ful assessment ofthe proposal and of its

legal, financial, and policy implications for the

IME as well as possible modifications,

llhe following 18 countries would be eligible imme-

diately: Benin, Bolivia, Burkina Faso, Ethlopia,
Ghana, Guyana, Honducs, Madagascar, Mali, Mau-
ritania, Mozambique, Nicaragua, Niget Rwanda,

Senegal,Tanzania, UgFnda, Zambia. As the remain-
ing HIPCs reach their completion points, they would
also become eligible.

required for these purposes is projected at SDR 6.3 billion
on a cash basis through 2019: PRGF subsidies are projected
at SDR 4.1 billion, and the IMF's cost of HIPC assistance is

estimated at SDR 2.2 billion. (Further projections will need
to be made to account for the possible impact of the G-8
proposal for additional debt relief.) These resource require-
ments are sensitive to interest rate assumptions. They are

expected to be fully met by bilateral contributions from
member countries and bv the IMF itself.

Bilateral pledges for the PRGF and the PRGF-HIPC Trusts
have come from a cross section of the IMF's membership
(with 94 countries having pledged support), demonstrating
broad support for the PRGF and the HIPC Initiative. Bilat-
eral contributions are estimated at SDR 3.6 billion on a
cash basis through 2019. As ofthe end ofApril 2005, all
pledged bilateral contributions to the PRGF Trust, as well
as 98 percent of total contributions to the PRGF-HIPC

Trust, had been made effective. Pledged contributions by
10 countries, amounting to about SDR 32 million, remain
pending.

The IMF's own contributions amount to SDR 2.6 billion, of
which SDR 2.2 billion is for the PRGF-HIPC Trust. The
bulk of the contributions would come from the expected
investment income on the net proceeds of SDR 2.2 billion
generated from off-market gold transactions in 1999-2000
(see Annual Report,2000, page 71). The investment income
on the gold proceeds held in the Special Disbursement
Account (SDA) may be used, up to a maximum limit of
SDR 1.76 billion, to meet the IMF's share of the HIPC Ini-
tiative assistance.

The IMF's other contributions include a one-time transfer
of SDR 0.4 billion from the SDA to the PRGF Trust in 1994
and forgone reimbursements to the GRA from the PRGF
Reserve Account for thr: administrative expenses related to
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PRGF operations during financial years 1998-2004, with
the equivalent amount being transferred to the PRGF-

HIPC Trust. In addition, part of the interest surcharges on
financing provided in I 998 and I 999 under the SRF,

related to activation of the New Arrangements to Borrow,
were transferred to the PRGF-HIPC Trust. Investment
income on the balances in the two trusts is also applied
toward financing PRGF loan subsidies and HIPC Initiative
assistance.

lnvestments to support concessional financing and
HIPC lnitiative assistance

The IMF invests assets supporting the PRGF subsidies and

the HIPC Initiative in a diversified portfolio of fixed-
income securities issued by governments and international
financial institutions. As of April 30, 2005, the value of these

assets totaled SDR 9.6 billion.

In March 2000, the IMF's Executive Board endorsed invest-

ment objectives and risk-tolerance parameters designed to

supplement returns over time while maintaining prudent
limits on risk.7 Under this investment strategy, about half the

assets have been invested in bond portfolios, currently man-
aged by the World Bank and two private external managers.

The remaining assets have been invested in short-term
deposits with the Bank for International Settlements to serve

as a liquidity tranche and to conform with the administra-
tive arrangements agreed with certain contributors.

Currency risk is minimizedby limiting purchases to securi-

ties denominated in the four currencies of the SDR basket

(euros, fapanese yen, pound sterling, and U.S. dollars), with
regular rebalancing of the portfolio weight of each currency
to remain in line with the weights of the SDR basket.

For the year ended April 30, 2005, the annual return on the

portfolio was 2.1 percent, up from 1.7 percent a year earlier.

In the five years that the investment strategy has been in
place, the average annual portfolio return has been

3.5 percent.

Emergency assistance

The IMF provides emergency assistance to post-conflict
countries, as well as to countries struck by natural disasters,

in the form of loans subject to the IMF's basic rate of
charge. In May 2001, a decision was taken to provide Emer-
gency Post-Conflict Assistance (EPCA) for PRGF-eligible

countries at a subsidized rate of 0.5 percent a year, and an

administered account was established at that time for con-

TPrior to this shift in investment strategy, these assets had been invested in
short-term SDR-denominated deposits with the Bank for International
Settlements.

(ln millions of SDRs; as of April 30, 2005)

Contrlbutor
Contrlbutlon

pledged
Contrlbutlon Subsldy

rccelved dlsbursed

Subaccount 1: EPCA subsldlzatlon only
Belgium

Canada

Norway

Sweden

Swiuerland

United Kingdom

Subtotal

U.t)

7.7
3.0
0.8
0.8
2.9

9.7

3.0
0.8
0.8
20

9.7

0.6
1.7

0.3

1.1

2.2

0.8

Subaccount 2: ENDA subsldlzatlon only
Austria

Canada

lndia
Japan

Luxembourg

Russia

Saudi Arabia

Switzerland

Subtotal

0.7
2.O

1.5
1.6
t.7
1.0
2.6
1.5

12.5

0.5

0.00.5

Subaccount 3: Subsldlzation of
EPCA and ENDA

France

Netherlands
NoMay
Sweden

United Kingdom

Subtotal

Total

1.3
)9
7,7

6.6
7.2

12,9

35.1

1.5
1.1

6.6
t.2

10.3

20.6

0.1

0.1

2.3

Source: li/F Finance Department.

tributions by bilateral donors. In January 2005, the IMF's
Executive Board decided to extend the subsidization to
Emergency Natural Disaster Assistance (ENDA) for PRGF-

eligible countries-provided sufficient resources were

available-and requested new bilateral contributions from
member countries. The existing administered account was

split into three subaccounts, allowing for bilateral contribu-
tions to be earmarked for either EPCA or ENDA, or to be

used flexibly for either kind of emergency assistance.

As of the end of April 2005,14 member countries have

pledged bilateral contributions totaling SDR 35.1 million
for the subsidization of emergency assistance (Table 5.4).

Of this amount, SDR 23.9 million are new pledges received

after the )anuary 2005 decision. SDR 9.7 million of the

overall total is available to subsidize EPCA only,

SDR 12.5 million to subsidize ENDA only, and SDR 12.9

million to subsidize either.

During FY2005, six countries made purchases (borrowed)

under emergency assistance. Three purchases were made

under ENDA-SDR 2.9 million for Grenada in November
2004, SDR 4.1 million for Maldives in March 2005, and

SDR 103.4 million for Sri Lanka in March 2005. Another
three purchases were made under EPCA-SDR 5.6 million
for the Central African Republic in )uly 2004, SDR 297.1

Table 5.4
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million for Iraq in October 2004, and SDR 10.2 million for
Haiti in fanuary 2005. Of these six countries, only Iraq is
ineligible for subsidization of emergency assistance, since it
is not a PRGF-eligible country.

Thus far, disbursements from the administered account
have totaled SDR 2.2 million to subsidize the rate of charge

on EPCA for nine countries (Albania, Burundi, the Central
African Republic, the Republic of Congo, Guinea-Bissau,
Haiti, Rwanda, Sierra Leone, and Thjikistan). Of these, only
three countries-the Republic of Congo, the Central
African Republic, and Haiti-still have purchases outstand-
ing under EPCA. A total of SDR 0.1 million has been dis-
bursed so far to subsidize interest on ENDA for two
countries (Grenada and Malawi). They became eligible for
subsidization following the Executive Board's decision in
|anuary 2005. As ofApril 30, 2005, four countries-
Grenada, Malawi, Maldives, and Sri Lanka-have outstand-
ing purchases under ENDA.

lncome, charges, remuneration, and burden sharing

The IMF, like other financial institutions, earns income
from interest charges and fees levied on its loans and uses

the income to meet funding costs, pay for administrative
expenses, and build up precautionary balances. The IMF's
reliance on quota subscriptions and internally generated
resources provides it with some flexibility in setting the
basic rate of charge. However, the IMF also needs to ensure

that it provides creditors with a competitive rate of interest
on their IMF claims.

The basic rate of charge on regular lending is determined at

the beginning of the financial year as a proportion of the
SDR interest rate (see "SDR developments," below) to
achieve an agreed net income target for the year. This rate is
set to cover the cost of funds and administrative expenses as

well as add to the IMF's reserves. The specific proportion is

based on projections for income and expenses for the year
and can be adjusted at midyear in light of actual net income
and if income for the year as a whole is expected to deviate
significantly from the projections. At the end of the finan-
cial year, any income in excess of the target is refunded to
the members that paid charges during the year, and short-
falls are made up in the following year.

The IMF imposes level-based surcharges on credit extended
after November 28,2000, to discourage unduly large use

of credit in the credit tranches and under Extended
Arrangements. The IMF also imposes surcharges on
shorter-term loans under the SRF. The surcharges vary
according to the length of time credit is outstanding.
Income derived from surcharges is placed in the IMF's
reserves and is not taken into account in determining the
net income target for the year.
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The IMF also receives income from borrowers in the form of
service charges, commitment fees, and special charges. A
one-time service charge of 0.5 percent is levied on each loan
disbursement from the GRA. A refundable commitment fee

on Stand-By and Extended Arrangements, payable at the
beginning of each l2-month period under the arrangement,
is charged on the amounts that may be drawn during that
period, including amounts available under the SRF. The fee

is 0.25 percent on amounts committed up to 100 percent of
quota and 0.10 percent for amounts exceeding 100 percent
of quota. 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 on
charges that are orerdue by less than six months.

The IMF pays interest (remuneration) to creditors on their
IMF claims (reserve positions) based on the SDR interest
rate. The basic rate of remuneration is currently set at
100 percent of the SDR interest rate (the upper limit per-
mitted under the Artides of Agreement), but it may be set

as low as 80 percent of that rate (the lower limit).

Since I 986, the rates of charge and remuneration have been

adjusted under a burden-sharing mechanism that distributes
the cost of overdue financial obligations between creditor
and debtor members. Loss of income from unpaid interest
charges overdue for six months or more is recovered by
increasing the rate of charge and reducing the rate of remu-
neration. The amounts thus collected are refunded when the
overdue charges are settled. Additional adjustments to the
basic rates of charge and remuneration are made to generate

resources for a Special Contingent Account (SCA- I ), which
was established specifically to protect the IMF against the
risk of loss resulting from arrears. In FY2005, the combined
adjustment for unpaid interest charges and the allocation to
the SCA-1 resulted in an increase to the basic rate ofcharge
of l0 basis points and a reduction in the rate of remunera-
tion of I I basis points. The adjusted rates ofcharge and
remuneration averaged 3.10 percent and 1.98 percent,
respectively, for the financial year.

In April 2004, the basic rate of charge for FY2005 was

initially set at 154.0 percent of the SDR interest rate, but
it was reduced at midyear to 136.0 percent of the SDR
interest rate to achieve the agreed net income target of
SDR 191 million (excluding income from surcharges). Net
income amounted to SDR 244 million, which exceeded the
target by SDR 53 million, owing mainly to the rise in the
SDR interest rate, which was partly offset by lower-than-
expected use of IMF credit and higher GRA administrative
expenses (net of reimbursement) in SDR terms. In accor-
dance with decisions taken at the beginning of FY2005, this
excess has been refunded to borrowing members by retroac-
tively reducing the rate of charge coefficient applied in the
first half of FY2005 from 154.0 to 144.0 percent of the SDR
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interest rate. Income derived from SRF and level-based sur-
charges amounted to SDR 636 million in FY2005. Adjusted
for expenses associated with administering the PRGF Trust
(SDR 54 million)8 and the cost of pension and other post-
retirement provisions (SDR 160 million), total net income
for the year amounted to SDR 613 million. This amount
was added to the IMF's reserves, of which SDR 582 million
(equivalent to the surcharge income minus the cost of
administering the PRGF Trust) went to the General Reserve

and the remainder to the Special Reserve.

In April 2005, the Executive Board decided to calculate the
rate of charge by using a fixed margin above the SDR rate

instead of a proportion of the SDR rate. This change in cal-

culating the basic rate of charge was aimed at increasing the

transparency and stability of the rate of charge. For FY2006,

the fixed margin was set at 108 basis points above the SDR
interest rate. The Executive Board also decided to continue
its ongoing review of the IMF's financing mechanism,

which began in the second half of FY2005.

Credit risk management in the IMF and the leve! of
precautionary balances

The IMF mitigates credit risk by rigorously implementing
the policies governing the use of its resources and carefully
managing its liquidiry while accumulating adequate pre-
cautionary balances.e

Credit risk management

The principal credit risks faced by the IMF stem from large

arrangements with middle-income countries. As of the
end of April 2005, three countries (Argentina, Brazil, and

Turkey) accounted for some 73 percent of all General
Reserve Account credit outstanding, and these three plus
Indonesia and Uruguay accounted for 89 percent. The

IMF's Articles of Agreement charge the IMF with assisting

cooperating members-including those in very difficult
circumstances. As a result, the size of the IMF's loan port-
folio can change dramatically in a short time, as can assess-

ments of its riskiness. Sound risk management requires the
IMF to be prepared for the possibility of payments disrup-
tions, which could arise from the increase in, and concen-
tration of, its outstanding credit. However, in view of the

cooperative nature of the IMF and the IMF's role in pro-
moting global macroeconomic stability as a public good,

8As agreed in April 2004, the GRA is not reimbursed for the expenses of
administering the PRGF Trust; instead, these resources remain in the

PRGF Trust to meet concessional financing needs.
eFor more details, see the IMF's website at www.imf.org/external/np/sec/pn/

2004/pn0416.htm.

diversification of lending is not, and cannot be, one of its
objectives.

Although the specific features of the IMF's institutional
framework and financing role suggest that high credit con-
centration is inevitable in an uncertain world, such concen-
tration does not embody the same degree of risk for the
IMF as for other financial institutions. An important means

of mitigating financial risk is the IMF's preferred creditor
status-that is, members giving priority to repayment of
their obligations to the IMF over those to other creditors-
which is fundamental to the IMF's role in the international
financial system and to the IMF's financing mechanism.
The IMF's preferred creditor status has allowed it to take the
risks necessary to provide financial assistance to members
in exceptionally difficult balance of payments situations in
support of their efforts to implement strong adjustment
policies without resorting to measures destructive of
national and international prosperity. The IMF's policies on
access to, and the use of, its resources are, along with effec-
tive crisis prevention and conditionality in support of
strong country-owned programs, the most important ele-

ments of the IMF's risk-management framework. An IMF
member's commitment to adopt sound economic policies,

the IMF's conditionality, and the safeguards in place

(including an assessment of the member's ability to repay

the IMF) reduce the risks to the IMF of lending and of
credit concentration.

The profound changes in the IMF's lending policies in
recent years in response to the changing global macroeco-
nomic environment and the growing financial interdepend-
ence of members led to the adoption of the framework for
exceptional access in 2003 that was reaffirmed by the Execu-

tive Board in April 2005 (see Chapter 3). Firm application
of the criteria governing exceptional access to IMF
resources and rigorous assessments of the risks to the IMF
arising from high access and of the member's capacity to
repay are crucial for effective risk management. In addition,
it is the responsibility of IMF members benefiting from
financial assistance to pay the IMF back as soon as their
temporary balance of payments problems are resolved. Poli-
cies to promote this goal include surcharges, the shorter
maturities on use of Fund resources under the SRF, the pre-
sumption that exceptional access will be provided on SRF

terms, and the policy on repurchase expectations.

Precautionary bala nces

To safeguard its financial position, the IMF has a policy of
accumulating precautionary financial balances in the GRA.
These precautionary balances consist of reserves and a Spe-

cial Contingent Account (SCA-1, see previous subsection).
Reserves provide the IMF with protection against financial
risks, including income losses and capital losses. The SCA- I
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was established as an additional layer ofprotection against

the adverse financial consequences of protracted arrears.

Existing precautionary balances have been financed through

the retention of income and the burden-sharing mechanism
(see previous subsection). The net income and the income
from surcharges on the Special and General Reserves are

added to reserves. Under the Articles of Agreement, the

resources in the General Reserve may be distributed by

the IMF to members on the basis of their quota shares. The

IMF may use the Special Reserve for any purpose for which

it may use the General Reserve except distribution. Total

reserves increased to SDR 5.7 billion as of April 30,2005,

from SDR 5.1 billion a year earlier. The balance in the

SCA-l amounted to SDR 1.6 billion, compared with over-

due principal of SDR 0.7 billion. SCA- I resources are to

be refunded after all arrears have been cleared but can be

refunded earlier by a decision of the Executive Board.

The Executive Board has set an eventual target level of
precautionary financial balances of SDR 10 billion. The

adequacy of precautionary balances and the pace of accu-

mulation, as well as the application of the burden-sharing
mechanism, is kept under close review.

Quota developments

There were only a few noteworthy quota developments in
FY2005, reflecting the fact that the Thirteenth General

Review of Quotas (Box 5.6) is still at an early stage.r0

As of April 30,2005, 180 member countries accounting for
more than 99 percent ofquotas proposed in 1998 under the

Eleventh General Review of Quotas had consented to, and

paid foa their proposed quota increases. All member coun-
tries eligible to consent had done so by the end of the finan-

cial year, and three member countries were ineligible to

consent to their proposed increases because they were in
arrears to the IMF. On September 20,2004, the Board of
Governors adopted a resolution that established a new

period for consent to the Eleventh Review quota increases

that would cover l2 months from the date of the resolution.
At the close of the financialyear,total quotas amounted to

SDR 213.5 billion.

SDR developments

The SDR is a reserve asset created by the IMF in 1969 to sup-

plement other reserve assets. SDRs are allocated to members

in proportion to their IMF quotas. A member may use SDRs

to obtain foreign exchange reserves from other members and

r0For more details, see the IMF's website at www.imf.org/external/np/sec/pn/

200j/pn13l06.htm.
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Ihe IMF normally conducts general reviews of members'quotas

every five years to assess the adequacy of its resource base and to

adjust the quotas of individual members to reflect changes in their

relative positions in the world economy.The b<ecutive Board com-

pleted the Twelfth General Review of Quotas on January 30, 2003,

without proposing an increase (or adjustments), which leaves the

maximum size of quotas unchanged at SDR 213.7 billion.

During the period of the Thirteenth General Review which began with

the completion of the Twelfth Review the lMF s Executive Board will

monitor closely and assess the adequacy of IMF resources, consider

measures to achieve a distribution of quotas that reflects develop-

ments in the world economy, and explore measures to strengthen

the governance ofthe IME ln April 2005, the lnternational Monetary

and Financial Committee (IMFC) emphasized that the period of the

Thirteenth General Review of Quotas provides an opportunity for the

membership to make progress toward a consensus on issues of

quotas, voice, and participation.

to make payments to the IMF. Such use does not constitute a

loan; members are allocated SDRs unconditionally and may

use them to meet balance of payments financing needs with-
out undertaking economic policy measures or repayment

obligations. A member that makes net use of its allocated

SDRs pays the SDR interest rate, while a member that
acquires SDRs in excess ofits allocation receives interest at

the SDR rate. A total of SDR 2l .4 billion has been allocated

to members-SDR 9.3 billion in 1970-72 and SDR 12.1 bil-
lion in 1978-81 . The value of the SDR is based on the

weighted average of the values of a basket of major interna-
tional currencies, and the SDR interest rate is a weighted

average of interest rates on short-term instruments in the

markets for the currencies in the valuation basket (Box 5.7).

The SDR interest rate provides the basis for calculating the

interest charges on regular IMF financing and the interest

rate paid to members that are creditors to the IMF. In addi-
tion, the SDR serves as the unit of account for the IMF and

for a number of other international organizations.

There are two types of SDR allocations:

o General allocations o/SDRs. Decisions on general alloca-

tions are made in the context of five-year basic periods
and require a finding that an allocation would meet a

long-term global need to supplement existing reserve

assets. A decision to allocate SDRs requires an 85 percent

majority of the total voting power.

t Special one-time allocation. In September 1997, the IMF
Board of Governors proposed an amendment to the Arti-
cles of Agreement to allow a special one-time allocation
of SDRs to correct f<rr the fact that more than one-fifth of
the IMF membership, having joined the IMF after the last

general allocation, have never received an SDR allocation.

Box 5.6
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Valuation

The value of the SDR is based on the weighted average of the values

of a basket of major international cunencies. TIe method of valuation

is rariewed at five-yEar intervals. Following completion of the latest

review, in FY2001, the Executive Board decided on a number of

changes to take account of the introduction of the euro as the com-

mon currency for a number of European counties and the gowing

role of international financial markets. Cunencies included in the

valuation basket are among the most widely used in international

transactions and are widely traded in the principal foreign exchange

markets. Currencies selected for inclusion in the SDR basket for

2001-05 are the U.S, dollar, the euro, the Japanese yen, and the
pound sterling (see table). A review of the SDR valuation is sched-

uled to be completed in 2005 and the new basket to be in effect on

January 1,2006.

lnterest rate

Since the method for determining the SDR interest rate was reviewed

in FY2001, the weekly interest rate has been determined on the

basis of a weighted average of interest rates (expressed as equivalent

annual bond yields) on short-term instruments in the markets for the

currencies included in the SDR \aluation basket, namely the three-

month Euribor (Euro lnterbank offered Rate), Japanese government

13-week financing bills, three-month U.K. treasury bills, and three-

month U.S. treasury bills. During FY2005, the SDR interest rate

evolved in line with developments in the major money markets, rising

gradually from 1.62 percent at the beginning of May 2004 to peak at

2.49 percent in the last week of April 2005. over the course of

FY2005, the SDR interest nate averaged 2.1 percent (see figure).

SDR valuatlon, ar ofApdl 30, 2(l()5

Amount of
GUnonG'

EIchanat U.S. dollar
Curruncy equhalent2

Euo
Japanese yen

Found stsrling
U.S. dollar

1.516782
MemoGndum:
SDR I - US$1.51678
US$1 - SDR 0,659291

lExchange rates in tems of US dollars per curency unit, except for the Japanese
yEn, whlch ls ln curr€ncy units per US dollar.

2 Rounded to six digits.

SDR lnterut nte, 1995-Aprll 2005
(ln percent)

6-

The special allocation of SDRs would enable all members
of the IMF to participate in the SDR system on an equi-
table basis and would double cumulative SDR allocations
to SDR 42.9 billion. The proposal will become effective
when three-fifths of the IMF membership ( I I 1 members)
having 85 percent ofthe total voting power have accepted
the proposal. As of April 30,2005, 131 members having
77 .33 percent of the total voting power had agreed and
only acceptance by the United States was required to
implement the proposal.

SDR operations and transactions

All SDR transactions are conducted through the SDR
Department (which is a financial entity, not an organiza-
tional unit). SDRs are held largely by member countries and
by official entities prescribed by the IMF. The balance of
allocated SDRs is held in the IMF's CRA. Prescribed holders
do not receive SDR allocations but can acquire and use

SDRs in operations and transactions with IMF members
and with other prescribed holders under the same terms
and conditions as IMF members. Transactions in SDRs are
facilitated by l4 voluntary arrangements under which the
parties stand ready to buy or sell SDRs for currencies that
are readily usable in international transactions, provided
that their own SDR holdings remain within certain limits.ll
These arrangements have helped ensure the liquidity of the
SDR system.r2

Total transfers of SDRs decreased in FY2005 to SDR 10.6 bil-
lion, from SDR 13.8 billion in FY2004. The largest transfers
of SDRs (49. I billion) took place in FYl999, when the vol-
ume of SDR transactions increased significantly because of
members' payments for quota increases.

By end-April 2005, the IMF's own holdings of SDRs, which
had risen sharply as a result of payments for quota sub-
scriptions in 1999 and subsequently fallen to a low of
SDR 0.5 billion in FY2004, had risen to SDR 0.6 billion.
SDRs held by prescribed holders amounted to SDR 0.3 bil-
lion. SDR holdings by participants remained unchanged
from FY2004 at SDR 20.6 billion. SDR holdings of the
industrial and net creditor countries relative to their net
cumulative allocations decreased from a year earlier. SDR
holdings of nonindustrial members amounted to 96 percent

llThese include l2 IMF members and I prescribed holder that have estab-
lished two-way arrangements with the IMF and I member that has estab-
lished a one-way (selling only) arrangement with the IMF.

l2Under the designation mechanism, participants whose balance of pay-

ments and reserve positions are deemed sufficiently strong may be
obliged, when designated by the lMF, to provide freely usable currencies
in exchange for SDRs up to specified amounts. The designation mecha-
nism has not been used since I 987, following the setup of voluntary
arrangements starting in 1986.

ntel

0.4260
21.0000
0.0984
0.5770
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105.15000
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Box 5.8

The safeguards policy, which was initiated in

FY2000 following several instances of misre-

porting to the IMF and allegations of misuse

of IMF resources, aims at supplementing con-

ditionaliU technical assistance, and other

means that have traditionally ensured the

proper use of IMF loans.

Objectlve of saftguards assessments

r To provide reasonable assurancetothe

IMF that a central bank's control, account-

ing, reporting, and auditing systems and

legal framework in place to manage

resources, including IMF disbursements,

are adequate to ensure the integrity of

financial operations and reporting to the

IME

AppllcabillU of safeguards assessments

r Central banks with new anangements for

use of IMF resources approved after

June 30, 2000; existing arrangements that

are augmented; member countries follow-

ing a Rights Accumulation Program (RAP)

under which resources are being commit-

ted; member countries receiving EPCA

(determined on a case-by-case basis);

of their net cumulative allocations, compared with 76 per-

cent a year earlier.

Safeguards assessments

Since FY2000, the IMF has conducted safeguards assessments

of member countries' central banks in connection with IMF
lending operations. These safeguards assessments-which are

aimed at providing reasonable assurance to the IMF that a

central bank's framework of reporting, audit, and controls is

adequate for management of its resources, including IMF
disbursements (Box 5.8)-continued to identifr vulnerabili-

ties in central banks'safeguards frameworks, including in
external audits and financial reporting. In FY2005, 17 safe-

guards assessments of member countries' central banks were

completed, bringing the total number of finished assessments

as ofApril 30,2005,to I 12.13

t3This total includes 27 abbreviated assessments that were conducted for

arrangements in effect prior to June 30, 2000, and that examined only

one key element of the safeguards framework, namely, that central banks

publish annual financial statements that are independently audited by

external auditors in accordance with internationally accepted standards.

r Voluntary for members with stafi-monitored

programs; and

r Not applicable to first-credit-tranche pur-

chases and stand-alone Compensatory

Financing Facility arrangements.

Scope of policy

Assessments examine five important safe-

guards areas in central banks.These areas,

referred to by the acronym ELRIC, are

r Bternal Audit Mechanism;

r legal Structure and lndependence;

r Financial Reporting Framework;

r lnternal Audit Mechanism; and

r lnternal Controls System.

Methodology

r Safeguards assessments follow an estab-

lished set of procedures to ensure consis-

tency in application. All central banks

subjectto an assessment provide a stan-

dard set of documents to IMF staff, who

review the information and communicate

as needed with central bank officials and

the external auditors.The review may be

supplemented by an on-site visit to the

central bank to obtain or clarify informa-

tion necessary to draw conclusions and

make recommendations.

r lhe outcome ofa safeguards assessment

is a confidential report that identifies vul-

nerabilities, assigns risk ratings, and

makes recommendations to mitigate the

identified risks. Country authorities have

the opportunity to comment on all safe-

guards assessment reports. Ihe conclu-

sions and agreed-upon remedial measures

are reported in summary form to the IMF

Executive Board at the time of arrange-

ment approval or, at the latest, by the first

review under the arrangement, but the

safeguards report itself is not made avail-

able to the Board or the general public.

I The implementation of safeguards recom-

mendations is monitored periodically by

IMF staff.

Publicatlon references

r the staffs papers and other background

information concerning the safeguards pol-

icy are available on the IMF website at

www. i mf . o6/ 1./(ter n a l/fi n. htm.

The findings of safeguards assessments to date have indi-
cated that significant but avoidable risks to IMF resources

may have existed in certain cases, although over time identi-
fied vulnerabilities have declined in importance and fre-

quency. Experience has shown that the central banks are

progressively implementing the measures recommended to

mitigate identified vulnerabilities. In FY2005, central banks

continued to implement assessment recommendations at a

high rate (over 92 percent for the most important meas-

ures). The main areas of improvement in central bank oper-

ations and controls resulting from the implementation of
safeguards measures have included ( 1) establishing inde-

pendent external audit policies in accordance with interna-

tional standards; (2) reconciling the economic data

reported to the IMF for program-monitoring purposes with
the underlying accounting records ofthe central bank;
(3) improving the transparency and consistency of financial
reporting, including publication of the audited financial

statements; (4) improving controls over reserves manage-

menq and (5) implementing independent, high-quality
internal audit functions. Central banks have generally

embraced the findings of safeguards assessments, and this

policy has enhanced the IMF's reputation and credibility as

a prudent lender while helping to improve the operations

and accounting procedures of central banks.
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In April 2005 the Executive Board completed a second
review of the experience of the safeguards assessments pol-
icy and confirmed continued broad support for the policy.la
In concluding its review, the Board (l) recognized that the
existing framework for assessing operations of central banks
was broadly appropriate; (2) agreed, that safeguards assess-

ments had a positive impact on central banks'operations,
including their governance and controls frameworks;
(3) endorsed, as appropriate, a case-by-case approach for
the application of safeguards assessments to the use of IMF
resources provided through EPCA and the modalities for
the conduct of three types of assessments in the future; and
(4) consented to modiS, the frequency of the safeguards
update papers from semiannual to annual. The next review
of the safeguards policy will take place in three years.

As part ofthe second revieq the Executive Board consid-
ered the findings in a report issued by an independent
panel. This panel, consisting of four deputy central bank
governors from different regions, prepared a report on the
policy, after surveying2T central banks. The panel's report
concluded that the safeguards policy has been successful but
suggested a few improvements to the process.

As in previous years, in FY2005 IMF staff continued to
explain the safeguards methodology and the relevance of
the framework to central banks by conducting seminars on
safeguards assessments. Such seminars were held at the Sin-
gapore Tiaining Institute in May 2004 and at the IMF Insti-
tute (Washington, D.C.) in December 2004. As of April 30,
2005, more than 170 officials from92 countries had
attended these seminars.

Arrears to the IMF

The strengthened cooperative strategy on overdue financial
obligations to the IMF consists of three essential elements:
prevention, intensified collaboration, and remedial
measures,l5

Total overdue financial obligations to the IMF were SDR
2.0 billion at the end of April 2005,aslight decline from
SDR 2.1 billion at the beginning of the financial year (Table
5.5). The main reason for the decline was Iraq's settlement
of its protracted arrears to the IMF of SDR 55.3 million
on September 22,2004. Sudan's arrears to the IMF also
declined as a result of its regular monthly payments in
excess of obligations falling due. At the end of April 2005,

laThe report, together with a report by an independent panel and previous
update reports, is available on the IMF website at www.iffif.org/external/

fin.htm.
tsSee Annual Report,20Ol,pages 72 and73, for background on the IMF's

strengthened cooperative strategy for dealing with arrears.

(ln millions of SDRi; as of April 30, 2005)

By typs

General
Departmont
(lncl. SAF)1

SDR
Total Departmont Trust Fund PRGF

Liberia

Somalia
Sudan

Zimbabwe

Total

510.7
223.1

1,058.1
203.7

455.2
204.4
978.8
722.8

1,995.6 1,76t.2

25.7
10.8
0.1

36.0

80.9

80.9

30.4
8.0

,n:

Lt7.6

lStructural Adjustment Facility.

most arrears to the IMF were protracted (outstanding for
more than six months),44.9 percent of which represented
overdue principal, with the remainder consisting of overdue
charges and interest. More than four-fifths of arrears were
to the GRA and the remainder to the SDR Department and
the PRGF Tiust.

The two countries with the largest protracted arrears to the
IMF-Sudan and Liberia-account for 78.6 percent of the
overdue financial obligations to the IMF; Somalia and
Zimbabwe account for the remainder. Under the IMFt
strengthened cooperative strategy on arrears, remedial meas-
ures have been applied against the countries with protracted
arrears.l6 No changes were made in the IMF's strengthened
cooperative strategy on arrears during FY2005.

The IMF's Executive Board reviewed the overall arrears
strategy in August 2004 ar,d extended the rights approach
for one more year.lT The Board also conducted several
reviews of individual member countries' overdue financial
obligations to the IMF during FY2005:

r The Board twice reviewed Liberia's overdue financial
obligations to the IMF-on October 20,2004,and
April 20,2005. During the October review, the Board
urged the authorities to implement a time-bound action
plan to address slippages in fiscal and monetary manage-
ment. During the April review the Board noted that
Liberia's record on cooperation with the IMF in terms of
policies and payments had been mixed since the last
review, but agreed that this uneven policy performance
reflected, to a large extent, the difficult post-conflict
recovery and political circumstances. The Board decided

16For Somalia, the application of remedial measures has been delayed
because of the absence of a functioning central government.

rTEstablished in 1990, the rights approach permits a member to establish a
track record on policies and payments to the IMF under a rights accumu-
lation program and to earn "rights" to obtain IMF resources under suc-
cessor arrangements following the completion of the program and
settlement of the arrears to the IMF.

Table 5.5
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that no further remedial measures would be taken at that

time. However, the Board urged the authorities to adopt

and implement at an early date a comprehensive eco-

nomic program that could be monitored by IMF staff
and to increase their monthly payments to the IMF in
light of fiscal and balance of payments developments.

r On December 15, 2004, the Board reviewed Sudan's over-

due financial obligations to the IMF. The Board wel-

comed the favorable economic policy performance by

the Sudanese authorities under the 2004 staff-monitored
program, as well as the authorities'commitment to
increase payments to the IMF to $30 million for 2004.

They urged Sudan to further increase its payments to the

IMF in light of balance of payments developments, taking

into account the fiscal and foreign exchange requirements

of the peace process.

r The Board twice discussed the complaint by the Manag-

ing Director regarding Zimbabwe's compulsory with-
drawal from the IMF.r8 On luly7,2004,the Board urged

the authorities to adopt and implement a comprehensive

adjustment program-including measures on the

exchange rate, monetary and fiscal tightening, and struc-

tural reforms-as a matter of urgency. The Board noted

the resumption of Zimbabwe's quarterly payments of
$1.5 million to the IMF. To provide the authorities with a

further opportunity to improve cooperation with the

IMF, the Board decided to again consider the complaint
before January 6, 2005, which was subsequently extended

to February 17,2005. At its meeting on February 16,

2005, the Board noted Zimbabwe's payments of
$13.5 million to the IMF since the last review, which,
however, fell short of stabilizing Zimbabwe's arrears to

the IMF. The Board urged Zimbabwe to make every effort

to increase payments and to resolve its overdue financial
obligations to the IMF. The Board noted Zimbabwe's ini-
tial steps to arrest the economic decline but considered

them to be insufficient. The Board again urged the

authorities to adopt and implement a comprehensive

adjustment program as a matter of urgency. The Board

decided to further consider the Managing Director's
complaint within six months or at the time it considered

the 2005 Article IV consultation with Zimbabwe,
whichever is earlier.

l8The procedure on Zimbabwc's compulsory withtlrawal from the IMF
(under Article XXVI, Section 2(c) of the Articlcs of Agreement) was initi-
ated on Fcbruary 6,2004.
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As of the end of April 2005, Liberia, Somalia, Sudan, and

Zimbabwe were ineligible under Article XXVI, Section 2(a)

to use the general resources of the IMF. In addition,
Zimbabwe had earlier been removed from the list of PRGF-

eligible countries. Declarations of noncooperation-a
further step under the strengthened cooperative arrears

strategy-were in effect for Liberia and Zimbabwe, and their
voting and related rights in the IMF were suspended. In
addition, a complaint with respect to the compulsory with-
drawal of Zimbabwe from the IMF remained outstanding.

Externai audit mechanism

The IMF's external audit arrangements consist of an

External Audit Committee and an external audit firm.
The External Audit Committee has general oversight of the

external audit function and internal control processes. It
consists of three members selected by the Executive Board

and appointed by the Managing Director. The members

serve for three years, on a staggered basis, and are independ-

ent. Committee members are nationals of different member

countries of the IMF at the time of their appointment and

must possess the qualifications required to carry out the

oversight of the annual audit. The External Audit Commit-
tee generally meets twice a year in Washington and is avail-

able for consultation throughout the year.

The 2005 External Audit Committee members are Mr.
Philippe Adhdmar (Chair), Conseiller Maitre i la Cour des

Comptes, France; Mr. Pentti Hakkarainen, Board Member,

Bank of Finland; and Dr. Len Konar, independent consult-
ant, South Africa.

The responsibility for performing the external audit and

issuing the opinion rests with the external audit firm. The

external audit firm is selected by the Executive Board in
consultation with the External Audit Committee and is

appointed by the Managing Director. At the conclusion of
the annual audit, the External Audit Committee transmits
the report issued by the external audit firm, through the

Managing Director and the Executive Board, to the Board

of Governors. In the process, the External Audit Committee
briefs the Executive Board on the results of the audit. The

external audit firm is normally appointed for five years.

Deloitte & Touche LLP is the IMF's present external

auditor.

The IMF's financial statements for FY2005 form Appendix
VII of this Annual Report.
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esides offering policy advice to member coun-
tries in connection with its surveillance of their

economies and its lending programs, the IMF provides

technical assistance and training for officials, mostly free

ofcharge, to developing countries upon request.

The IMF spends about $80 million annually on technical

assistance and training designed to help member countries
build knowledge, skills, and stronger institutions in the

areas in which the Fund has expertise, such as fiscal, mone-

tary, and foreign exchange policies; central banking; finan-

cial regulation and supervision; budgetary management;

and economic statistics. Nearly 70 percent of IMF spending

on technical assistance goes to countries with annual GDP

below $1,000 per capita.

The Fund also cooperates closely with a number of other
providers oftechnical assistance to leverage its own efforts.

For example, the FIRST Initiative (Financial Sector Reform

and Strengthening), a $53 million multidonor program,

has undertaken 23 projects in close partnership with the

Fund, to which it has committed over $2.6 million. Most of
these projects are aimed at following up on recommenda-
tions made under the joint IMF-World Bank Financial
Sector Assessment Program ( FSAP). In total, the FIRST

Initiative has undertaken 46 FSAP-related projects at a cost

of nearly $8 million.

IMF technical assistance is offered by different departments
in the Fund-the Monetary and Financial Systems Depart-

ment and the Fiscal Affairs Department are the biggest

providers-and is coordinated and monitored by the Office

of Technical Assistance Management (OTM) in the Office

of the Managing Director. Training is provided by the IMF
Institute, in collaboration with other departments, at

headquarters, in the field, and through regional training
institutes.

Technical assistance is delivered in a variety of ways. IMF
staff may be sent to member countries to advise govern-

ment and central bank officials on specific issues, or the

Fund may provide specialists on a short- or a long-term
basis. Since 1993, the Fund has provided a small but
increasing part of its technical assistance through regional

centers.

The regional technical assistance centers are guided by

steering committees with representatives from participating
countries and supporting donor agencies, as well as

observers from regional institutions involved in capacity

building. Each country appoints a representative and an

alternate to the committee. Center coordinators, who are

IMF staff members, have responsibility for the day-to-day
management of the centers. With the opening of a new cen-

ter in the Middle East (METAC) in October 2004, five cen-

ters have now been established with the Fund's assistance:

two in Africa (West AFRITAC, based in Bamako, Mali, and

serving western Africa, and East AFRITAC, based in Dar es

Salaam, Thnzania, and serving eastern Africa), and one each

in the Caribbean (CARTAC) and the Pacific (PFTAC)

regions, in Barbados and Fiji, respectively. Based in Beirut,

Lebanon, METAC serves Afghanistan, Egypt, Iraq, fordan,
Lebanon, Libya, Sudan, Syria, the West Bank and Gaza, and

Yemen. It focuses on helping post-conflict economies in the

region restore macroeconomic stability and develop basic

institutions for policymaking. In October 2004, the IMF
decided to extend CARTAC's mandate (which was due to
expire in early 2005) through 2007. CARTAC, which was

established in 2001, provides technical assistance and train-
ing to 20 Caribbean island countries and territories. It is
supported by the IMF and eight bilateral and multilateral
donors.

During FY2005, the Fund expanded its efforts in priority
areas, sought to leverage its resources by cooperating with
other providers of technical assistance and by mobilizing
external funding, and continued to review the effectiveness

of its technical assistance.

Technical assistance delivery in FY2005

Technical assistance efforts were expanded and strength-
ened in FY2005 in a number of priority areas, including
trade facilitation, reflecting how critical trade liberalization
is to low-income countries'efforts to stimulate growth
(Box 6.1).

The IMF-World Bank Financial Sector Assessment Pro-

gram, which is important in informing IMF surveillance,
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Against a backdrop of prudent macroeconomic policies, a gradualist

approach to structural reform, and political and social cohesiveness,

Slovenia has experienced average annual real GDP growth of about

4 percent and macroeconomic stability since 1995.Thanks to a conser-

vative fiscal policy, which has kept the deflcit below 1% percent of GDfl

and a high private saving rate, its external position is balanced. lts mone-

tary framework has been unorthodox: interest rates were adjusted in

response to inflation dynamics and expectations, while the exchange rate

was managed so as to discourage interest-sensitive capital inflows.

Slovenia joined the European Union on May 1,2004, and entered the
ERM2 (exchange mte mechanism) on June 28, 2004. Slovenia is well

poised to achieve its goal of adopting the euro in january 2007; it
already complies with all of the Maastricht criteria except for the one on

also supports members'efforts to build better institutions
in the financial sector (see Chapter 2), in part by providing
a timeline and prioritization for technical assistance after an
assessment is made. The Fund held a seminar in June 2004
to familiarize country officials with FSAP methodologies
and tools.

Following the Executive Board's discussion in July 2004 of
the Biennial Review of Surveillance, at which Executive
Directors emphasized the need to focus more closely on
exchange rate issues, at a seminar in December 2004, the
Board discussed a staff paper providing guidance to coun-
tries wishing to move from a fixed to a floating exchange
rate, drawing on the experience ofcountries that have suc-
cessfully made such a transition (see Chapter 2). Follow-
up work has begun on developing practical advice in areas

highlighted by the Board, such as the speed and sequencing
of a move toward floating, measures to avoid disorderly
exits from a fixed exchange rate regime, factors that make
orderly exits durable, and development of an adequate
risk-management system.

Fund staff have held several regional meetings to
disseminate key findings of the staff paper "Monetary
Policy Implementation at Different Stages of Market
Development," which was discussed by the Board in
November 2004 (see Chapter 2), and seek feedback from
member countries. In March 2005, a regional outreach
meeting for the Pacific Islands was held at the Reserve Bank

inflatlon. To further reduce inflatlon, which declined to 3.6 percent in

2004 from 8 percent, the authorities are maintaining a stdngent fiscal
policy, tight monetary conditions, wage moderation, and restraint in

administrative price adjustments.

Slovenia is the only transition country that has not had a Fund-

supported program, although it has received technical assistance. lts

financial sector has been assessed underthe Financial SectorAssess-

ment Prcgmm (FSAP) and subsequenUy updated, and the Fund has also

completed a number of Reports on the obsenmnce of Standards and

Codes (R0SCs) for Slovenia.

Sloyonla-lMF aGtMUer dudng FYi!fi!5

July 2004

November 2004

The Fund provides technical assistance on perform-

ance information to support better budgeting

Completion of 2004 Article lV consultation; publi-

cation of Financial Sestor Stability Assessment

update, with R0SCs on banking and insurance

supervision

Staff visit

Technical assistance on recording transactions in

international trade in services

March 2005 Discussions on 2005 Article lV consultation

of Fiji, in cooperation with the Pacific Financial Technical
Assistance Center (PFTAC). A similar event was held in
cooperation with the Caribbean Center for Monetary Stud-
ies in May 2005. Several other activities are planned for
next year, in cooperation with the technical assistance cen-
ters in Africa and the Middle East. The events held so far
confirmed the key conclusions of the study, while allow-
ing Fund staff to appreciate the specific constraints to
monetary policy implementation in countries with
shallow markets. They provided useful material for the
development of a menu of options for monetary policy
implementation in countries at different stages of market
development.

The first phase of the assessment of offshore financial sec-

tors, which began in 2000, was virtually complete by the end
of FY2005, and Anti-Money-Laundering/Combating the
Financing of Terrorism (AML/CFT) assessments were being
complemented with expanded delivery of technical assis-

tance for the areas covered under the revised standard-the
40 + 8 Recommendations of the Financial Action Task
Force (FATF) endorsed by the IMF's Board in March 2004.
Since 2001, the Fund has conducted numerous awareness-
raising seminars, as well as training workshops, around
the world to sensitize member country authorities to the
international standards on AML/CFT and issues directly
affecting their countries. The Fund's work on AML/CFT
is undertaken in close collaboration with the FAIF, the

April-May 2004

May 2004
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Box 6.1FATF-style regional bodies, and the
United Nations.

In the area of data quality and gover-
nance practices, in December 2004,
the IMF posted a Draft Guide on

Resource Revenue Transparency on its
website, seeking comments from the
general public. The Guide is intended
to help countries address the gover-
nance and transparency issues that
arise in managing resource revenues

from extractive industries such as oil,
gas, and mining (see Chapter 2).

In February 2005, the Executive
Board held a seminar on IMF techni-
cal assistance to post-conflict coun-
tries in the monetary and fiscal areas.

Directors noted that the Fund had an

important role to play, in collabora-
tion with country authorities and
other donors, in rebuilding key insti-
tutions to help restore macroeco-
nomic stability and lay the basis for
sustainable growth in such countries.
(See Chapter 3 for a description of
Fund emergency lending in post-
conflict countries.)

One way the IMF measures its tech-
nical assistance is by tracking the
time spent helping countries. In
FY2005 the IMF provided the equiv-

Ihe August 2004 World Triade organizauon

(M0) ageement settlng up the negotlaton

framework and modalities for the Doha

Round 0ftrade talks called on the Fund and

other international agencies to provide tech-

nical assistance for trade facilitation. Ihe
Fund and other agencies subsequently set up

an information network that enables them to

respond efilclently to specific needs for

assistance.

the principal source ofthe Fund's trade-

r€lated technical assistance is the Fiscal

Afiairs Depanment (FAD), wfiich pro/des

assistance on customs administration mod-

ernlzation and tariff reform,Ihe Fund's techni-

cal assistance in customs administration is

strakgc in nature, aimed at prwiding he
overall framework for reform and conunuing

ovensight with other donors providing support

on specific aspects. ln contrast technical

assistance in Uade policy usually takes the

form of'one-off missions that often have a

wider tax focus than tarifh alone, given that

counuies loiEnng tarifh must compensate for

rcduced trade revenues by stengthening

domestic tax collection. ovenall, FAD has seen

a modest increase in trade-related technical

assis:tance missions in recent yeans. To varying

degrees, the Fundb regional technical assis-

tance centers also provide help in this area.

(Field delivery in person-years)t
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With other international partnes, the Fund

has been engaged in a Joint effort to promote

the mainsueaming of trade in poverty reduc-

tion strategies and Uade-related technical

assistance and capacity building, At the core

ofthis agenda has been the Fund's involve-

ment in the lntegmted Framework (lF), a

cooperative effort of sh agencieFthe lMt the

lnternational Trade Center, the United Nations

Conference on Trade and Development (UNC-

TAD), the United Nations De/elopment Pro-

gram (UNDP), the World Bank, and the World

Trade 0rganizaUon, which is the chair-with

the participation of bilateral donorc and

developing countries. IIe lF coordlnates the
preparation of Diagnostic Trade lntegration

Studies in developing countdes, often pre-

pared under the leadership of the World Bank

with contributions from the Fund.Ihe studies

identify policy and asslstance pdorities

('action mauix'), which are ra/iewed in

nauonal workshops that include govemment,

the private sector, and civil society, with the

objective of integrating them into natlonal

development and poverty reduction strate-
gies. Ihe action matrices are presented to

donon for funding, as appropriate, but the lF

also has a small funding capability of its own

for capacity-building projects that require

rapid follow-up. (See Box 2.1 for a discussion

ofthe Fund's role in trade policy.)

FY2003 FY2004 FY2005

alent of almost 381 person-years of technical assistance.

This was 4 percent higher than in FY2004 and over 80
person-years higher than a decade ago (300.5 person-years
in FYl995).

Reflecting new needs within program areas, technical
assistance in FY2005 increased for policy reform and
capacity building, including efforts by countries aiming to
meet international standards and codes and to achieve

financial sector improvements. Technical assistance for the
Heavily Indebted Poor Countries (HIPC) Initiative
declined, reflecting the maturing of the program
(Table 6.1).

Of all the regions, sub-Saharan Africa continued to receive

the largest, and an increasing, share of IMF technical assis-

tance. Technical assistance also increased, and has remained
high, in the Asia-Pacific region, in part because of the
assistance provided to post-conflict countries such as

Cambodia and Timor-Leste, and support for reforms in
China, Indonesia, and Mongolia. Technical assistance to
other geographical regions, as well as for interregional

Key pollcy lnltlatlves and concsrns
Assistance on standards and codes, excluding FSAP

FSAP-related

HIPC-associated

0ffshore financial centers and AIVIVCFt

Policy reform/capacity building

Maln program arsas
Cnsis prevention

Poverty reduction
Crisis resolution and management
Post-conf I icV isolation
Regional

Total 193.6 20L.L 201.6

34.9
60.8
26.3
30.4
4r.2

34.8
57.0
25.2
27.2
57.0

27.7
58.5
23.6
28.7
63.8

18.1
b.u

16.8
70.4

742.3

193.6

27.7
9.9

11.5
8.6

t47.4
1.9

14.8
15.4

5.7
11.3

754.4
0ther

Total 201.1 201.8

Source: IMF office ofTechnical Assistance l/tanagement.

Note: FSAP - Financial SectorAssessment Program; HIPC - Heavily lndebted Poor Countries

lnitiative; AMVCFI - Anti-Money-Laundering and Combating the Financing ofTerrorism.
lExcludes headquarters-based activities related to technical assistance. An effective person-

year of technical assistance is 260 days.

Table 6.1

73



TMFANNUAL REPoRT | 2OO5

(l n effective percon-y ea$)r

IMF technlcal asslstanco budget
Staff
Headquarters-based consultants
Field experts

Extornal technlcsl asslstance resources
United Nations Development Program

Japan

other coflnanciers

Total tochnlcal asslstance rosources

262.t
186.1
20.6
55.4

77.7
8.4

59.5
9.8

77.8
9.6

56.2
72.0

93.5
9.6

61.9
t2.u

97.1
5.8

52.5
38.9

265.5
171.8
22.7
77.0

268.8
172.2
ZJ.Z
73.4

282.2
174.7

20.7
68.0

Ft200t F{2002 FY2003 FY2004 FY2005

IMF lnstitute

The IMF Institute trains officials
from member countries through
courses and seminars focused on
four core areas-macroeconom ic

management, and financial, fiscal,
and external sector policies. Courses

and seminars are delivered by Insti-
tute staff and by staff from other IMF
departments, occasionally assisted by
outside academics and experts, at

IMF headquarters in Washington,
D.C., and at various overseas loca-
tions. Some preference in acceptance

is given to officials from developing
and transition countries.

In FY2005, the IMF Institute, with
the assistance of other IMF depart-
ments, delivered 124 courses for
officials, attended by about 3,900

participants (see Table 6.3). About
two-thirds of this training in terms
of the number of courses, and about
one-half in terms of participant-
weeks, were provided through the
IMF's six regional training institutes,
which are located in Austria, Brazil,

China, Singapore, Tunisia, and the

United Arab Emirates (see Table 6.4).
Training in Washington, D.C., where
courses are longer, continued to play
an important role, accounting for
about a third of participant-weeks.

283.4
195.6
27.4
60.4

105.3
8.1

61.6
35.6

343.3 U6.6 355.7 367.4 380.6

Tochnlcal asslstance reglonal dellve4f
Africa

Asia and Paciflc

Europe I

Europe ll

Europe

Middle East

Middle East and Central Asia

Western Hemisphere

Regional and interregional

Tschnlcal asslstance nonreglonal dellverf

Total technlcal a$lstanco dollyery

275.8
68.2
57.0
30.2
40.8

280.0
71.9
63.1
30.3
32.6

22.4

28.0
31.7

66.6

346.6

286.5
72.1
67.5
27.7
25.1

26.5

291.1
83.8
69.0

35.5

40.1
26.6
36.0

76.4

367.4

301.4
86.9
68.2

34.5

45.1
J2. t

33.9

79.2

380.6

27.8

25, I
28.0

67.5

343.3

32.6
35.1

69.2

355.7

I6chnlcal asslstanc6 dollvsry by Fund dopartment
Fiscal Affairs Department
l\4onetary and Financial Systems Department
Statistics Department
IMF lnstitute
Legal Department
Other4

111.9
707.2

48.2
54.4
15.4
72.2

97.5
115.5

49.2
56.0
15.5
72.9

94.3
120.0
55.7
55.4
19.6
70.7

95.6
122.0
59.0
53.6
23.9
13,3

99.5
t27.0

53.1
5 7.0
23.s
20.4

Source: IMF office ofTechnical Assistance Management.
lAn effective person-year oftechnical assistance is 260 days. New definition used since 2001; data adjusted retroactively.
2ln FY2004 the lormer European ll Department was dissolved, and its countries were absorbed by the new European Department

and Middle East and Central Asia Department.
3lndirecttechnical assistance, includingtechnical assistance policy, management, evaluation, and other related activities.
4lncludes the Fund's Policy Development and Review Department, theTechnology and General Services Department, and the

office of Technical Assistance Management.

projects, remained broadly the same as over the past three
years (see Table 6.2 and Figure 6.1).

The remainder of the training was at overseas locations out-
side of the IMF regional network, largely as part of ongoing
collaboration between the IMF Institute and national or
regional training programs, and in the form of distance-
learning courses, the latter including residential segments

held in Washington, D.C.

The number of training courses and seminars rose by over
3 percent in FY2005 and the number of participant-weeks
rose by over 4 percent. Almost two-thirds of the increase in
participant-weeks of training reflected an expansion of the
distance-learning program. Two distance-learning courses

were added for African officials, with funding from the
French and U.K. governments. Training delivery in FY2005

was also facilitated by a full year of training at the )oint
Africa Institute following its move from C6te d'Ivoire to
Tunisia in FY2004.

The IMF Institute has continued to pay close attention to
developing its curriculum and adapting its program to the

The Monetary and Financial Systems Department remained

the largest technical assistance provider among Fund
departments, delivering some 127 person-years of assis-

tance, reflecting the Fund's financial sector initiatives. The
Fiscal Affairs Department, the IMF's second-largest tech-
nical assistance provider, increased its delivery level to
99.5 person-years. While the Statistics Department's techni-
cal assistance delivery was a little lower than in the previous
year, the Legal Department maintained its level of technical
assistance with its continuing involvement in activities to
combat money laundering and the financing of terrorism
(see Table 6.2 and Figure 6.2). During FY2005, the Interna-
tional Capital Markets Department began to provide tech-
nical assistance in the areas of investor relations programs,
certain aspects of liability management, and development of
local capital markets.
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needs of member countries. In FY2005, new courses were
delivered on such topics as Fiscal Decentralization, and
Macroeconomic Management and Debt Issues. The Institute
also delivered its first French-language distance-learning
course, on Financial Programming and Policies, and also
delivered for the first time an Arabic version of the course on
Macroeconomic Management and Financial Sector Issues.

There was increased training in the area of anti-money-
laundering and combating the financing of terrorism, in
support of IMF initiatives in this area. The Institute has
also continued to provide, both in Washington, D.C., and
through the regional institutes and programs, short seminars
tailored to the needs of high-level officials on key current
issues. In FY2005, the seminars covered topics such as Arab
Economic Integration, Asset Securitization and Structured
Finance, Challenges of Reforming Tax and Customs Admin-
istrations, China's Foreign Exchange System, and Foreign
Aid and Macroeconomic Management.

External financing

The IMF finances its technical assistance and training
mainly from its own resources, but external financing pro-
vides an important complement. External financing is

provided in the form of grants, mainly under the IMF's
Framework Administered Account for Technical Assistance
Activities but also through cost-sharing arrangements with
the United Nations Development Program (UNDP) and, in
a small number of cases, direct reimbursement arrange-
ments. In FY2005, three new subaccounts were established

Technical assistance and training | 6

(l,E a percent of tob, rcsources, ln effive pag*years)

othar
departranb

Depaftnant
nscalAf/€lts
0€,NtuDnt

26,6

IUF lnsfiAfi
75r

StatisUcs

Depattnent Monob,ty tnd
F,nancla, Syshns

Df,lf,ftn'nt
34r

under the umbrella Framework Administered Account, for
a total of I 9 subaccounts. The three new subaccounts were
the Middle East Regional Technical Assistance Center Sub-
account, the Technical Assistance Subaccount to Support
Macroeconomic and Financial Policy Formulation and
Management, and the Spain Technical Assistance Sub-
account. These subaccounts now include five multidonor
subaccounts to support the PFTAC, the AFRITACs,
METAC, technical assistance to Iraq, and technical assis-

tance for macroeconomic and financial poliry formulation
and management.

In FY2005, external financing accounted for 26 percent of
total assistance delivered by the IMF. |apan remained the
largest single donor, providing some 54 percent of all
external finance for technical assistance. Other bilateral
donors were Australia, Austria, Brazil, Canada, China,
Denmark, Finland, France, Germany, India, Ireland, Italy,
Luxembourg, the Netherlands, New Zealand, Norway,
Portugal, the Russian Federation, Singapore, Sweden,
Switzerland, the United Kingdom, and the United States.

Multilateral donors were the African Development Bank, the
Arab Monetary Fund, the Asian Development Bank, the
European Commission, the Inter-American Development
Bank, the United Nations, the UNDB and the World Bank.

Reviewing and enhancing effectiveness

In FY2005, the IMF's Independent Evaluation Office (IEO)
completed a report on the Fund's technical assistance pro-

5%
Legal

29%

I
Eurcpe

23,/

Figure 6.2
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Hoadquartors tralnlng
Courses and seminars
Participants
Participant-weeks

27
760

3,584

FY2001 F12002 FY2003 FY2004 FY200s

As recognized in the IEO report, the
Fund has been taking steps in these

areas, for instance with the intro-
duction of departmental technical
assistance strategy notes, a planned
pilot to provide technical assistance

summaries in selected Article IV
reports, the launch ofthe technical
assistance evaluation program in
2003, and the development of the
Fund-wide Technical Assistance

Information Management System
(TAIMS-see Box 6.2). At the same

time, however, improving the effec-

tiveness of technical assistance

remains a challenge, and Directors
considered how the IEO's six major
recommendations could advance

this effort:

r Recommendation l. The IMF
should develop a medium-term
country policy framework for set-

ting TA priorities, incorporating
country-specifi c strategic direc-
tions and linked to more system-

atic assessments of factors
underlying past performance.

18
695

2,7 78

20
713

2.900

20
698

3,009

18
614
7642,

Rsglonal tralnlng lnstltutes and proglamsl

Courses and seminars
Participants
Participant-weeks

64
1,998
3,691

73
2,297
4,267

2,302
3,969

82
2,607
4,449

85
2,572
4,509

othsr ovorseas tralnlng
Courses and seminars
Participants
Participant-weeks

18
551
949

16
507
857

19

569
1,050

16
439
828

17
496
899

Dlstance learnlng2
Courses

Participants
Participant-weeks

2
7a

344

1

40
166

3
r20
551

3
110
490

3
rt2
607

Total courses and ssmlnars
Total paillclpants
Total partlclpant-woeks

105

3,387
8,491

110
3,545
8,358

l13
3,606
8,367

120
3,844
8,506

124
3,904
8,872

Source: IMF lnstitute,
1t nct udes Joi nt vienna lnstitute (established in 1992 ), lM F-Singa pore Regional Trai ning I nstitute ( 1 998), I M F-Ai,4 F (Arab M one-

tary Fund) Regional Training Program in the United Arab Emirates (1999), Joint Africa lnstitute in Cote d'lvoire and Tunisia

(1999), loint China-lMFTraining Program (2000), and Joint Regional Training Center for Latin America in Brazil (2001). Data d0

not include couEes offered by the African Development Bank and the World Eank at the Joint Africa lnstitute, or those offered by

the Austrian authorities at the loint Vienna lnstitute.

To avoid double counting, only the residential segment is counted in the number of courses and seminars and the number of

participants. Participant-weeks include both the distance and the residential segments. ln FY2005, four distance segments were

completed. The residential segment for one o, these courses will take place in FY2006.

gram (see Chapter 7 for a more detailed description of
IEO's responsibilities and activities), and OTM commis-
sioned an independent evaluation of the AFRITACs as part

of its formal evaluation program, which was launched in
April 2003 (see Thble 6.5 for other evaluations planned
during FY2006-07).

r Recommendation 2. The IMF should develop more
systematic approaches to track progress on major
TA activities and to identif, reasons behind major
shortfalls.

r Recommendations 3 and 4. Greater involvement by the

authorities and counterparts in the design of TA activities
and arrangements for follow-up should be emphasized as

a signal of ownership and commitment. Stronger efforts
should be made by TA experts to identify options and

discuss alternatives with local officials prior to drafting
TA recommendations.

r Recommendation 5. The program of ex post evaluations

of TA should be widened and more systematic proce-

dures of disseminating lessons put in place, thereby

strengthening recent trends, including through periodic
stocktaking exercises and regular reviews.

r Recommendation 6. The prioritization filters should be

discontinued or replaced by ones that would more effec-

tively guide TA allocation.

Directors agreed with the recommendation that the IMF
should develop a medium-term country policy framework
for setting technical assistance priorities that incorporates
country-specific strategic directions and is linked to the

lE0 evaluation of technical assistance

In February 2005, the Executive Board reviewed the IEO's

report on the Fund's technical assistance (TA) program.
Directors highlighted the increasingly important role that
Fund technical assistance plays in responding to the diverse

needs of member countries, particularly in the areas of pol-
icy design and implementation, and capacity building. They

concurred that the Fund's key strengths in providing tech-

nical assistance were its ability to respond quickly, to tailor
advice to members'circumstances, and to produce high-
quality analysis based on effective quality control. As for
areas for improvement, there was a need to introduce a

more medium-term perspective for setting technical assis-

tance strategy and priorities; strengthen the tracking and

evaluation of technical assistance implementation and

results; enhance country ownership; and revisit the need for
prioritization filters.
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Table 6.4

Date

ostabllshod Locatlon Cosponsorc lntondod partlclpant countdos

Jolnt Vlenna lnstltuto 7992 Austria Austrian authorities, Eumpean Bank for
Reconstruction and Development, 0rganization
for Economic Cooperation and Development,

World Bank, and World Trade organizationl

Transition countries in Europe

and Asia

IMF-Slngapors Roglonal Tralnlng lnstltute 1998 Singapore Government of Singapore Developing and transition
countries in Asia and the Pacific

IMF-AMF Rsglonal Tralnlng Progam 1999 united Arab Emirates Arab lvonetary Fund l\4ember countries of the Arab

Monetary Fund

Jolnt Afrlca lnstltute2 1999 Tunisia Afncan Development Bank, World Bank African countries

Jolnt Chlna.lMF Tralnlng Proglam 2000 China People's Bank of China China

Jolnt Roglonal falnlng Center for Latln Amerlca 2007 Brazil Government of Brazil Latin American countries

1A number of other European countries and the European Union, although not formal sponsoG of the Joint Vienna lnstitute, provide financial support.
2ln 2003, the Joint Africa lnstitute shifted its operations temporaraly from Cote d'lvoire to Tunisia, owing to the security situation in COte d'tvoire.

more systematic assessment of factors underlying past
performance. In particular, most Directors agreed that
the Poverty Reduction Strategy Papers drawn up by
low-income countries (see Chapter 4) should serve as a

vehicle for identifring medium-term technical assistance
needs and improving coordination among various agen-
cies. Directors also saw value in the evolution of annual
Resource Allocation Plans (RAPs) toward a multiyear
framework, consistent with the IMF's move to a three-year
budget framework; in area departments taking a central
role in developing country frameworks that would help
prioritize technical assistance needs; and in the Fund's
resident representatives in member countries also con-
tributing to the identification oftechnical assistance needs
and the monitoring of delivery. Such a framework would
allow a comparison of needs for technical assistance
across sectors and countries, and enhance the Fund's
ability to meet them. It would also provide a means of
identifting emerging pressure points that might call for a

reallocation of resources across the Fund's departments

Sublect of evaluatlon roport Flnanclal year

TA on tax policy in countries facing a loss of revenue as a result of
trade and tanff reform

Capacity-buildingTA in four selected countnes in the monetary and
financial systems area

TA in anti-money-laundering and combating the financing of terrorism

Revenue administration-TA to l\,liddle Eastern countries

Revenue administration-TA to Southeast Asia

General Data Dissemination System (GDDS)-Regional technical
assistance projects

that provide technical assistance. Prioritization ofthe
uses of resources should flow from a shared vision ofthe
Fund's overall medium-term objectives, while the Fund
should retain the flexibility to respond to members'
urgent needs. Functional departments should remain
responsible for ensuring the quality oftechnical assistance
and for devising technical assistance strategies in their
sectors, as well as for the choice of the most effective way
of delivery. In this context, Directors generally supported
the view that country authorities should ultimately be
responsible for coordinating technical assistance, although
the Fund might need to work more closely with other
agencies and donors in cases of weak capacity in member
countries.

Directors also supported the recommendation that IMF
staff and the authorities agree at the outset of major techni-
cal assistance projects on measurable indicators ofprogress.
They noted that TAIMS could become the vehicle through
which enhanced, transparent, and standardized monitoring
practices are implemented across the institution.

Greater involvement by the authorities and counterparts in
the design oftechnical assistance activities and arrange-
ments for follow-up should be emphasized as a signal of
ownership and commitment. Stronger efforts should be
made by technical assistance experts to identi$r options and
discuss alternatives with local officials prior to drafting
technical assistance recommendations. Directors concurred
that greater involvement and ownership by the recipient
authorities and discussion ofoptions were crucial to greater
technical assistance effectiveness and to enhancement of
local capacity.

Directors recommended that the program of ex post
evaluations of technical assistance be widened, and more

2006

Table 6.5

2007
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tics, and tax administration. They
were evaluated in FY2005, at the

During FY2OOs, the IMF launched the first definition of projects, their objectives and behest of OTM, by a three-person
phase of TAIMS, a multipar information tech- outputs, activities, and scheduled monitoring team of independent consultants
nolos/ project that will bdng industry best events) is also collected during this phase. specializing in public economics,
practlces to the Fund in Oe delivery and man- The system provides both a narrative financial management, and evalua-
agementoftechnical assistance. ltwill also description of projects and data on resource tion techniques.
pmvide the Fund with the tool it needs for the use and costs.

effective management of resourcet, ryjtt' TArMs phase , wi, focus on improving the Tl::lit:"t"n found that the

and donor relations; medium-term.planning; ,.O,irr.r, ptanning of techn,*, uirir_- AFRITACs provided an effective
and integrated monitoring and evaluation. oi.. a Oro., incorporate policy and man- delivery vehicle for capacity build-

A standard Fund-wide system,TAlMs is being agement prioritization in the planning ing' They distinguish themselves

deploypd ln three phases to provide a consis- process.lhe goal is to enable the Fund to from other delivery modes by

tent, easlly accessible, and integrated view of forecast its future resource needs.Tools will superiority in responsiveness to

the Fund's technical assistance activities be created to facilitate the Resource Alloca- client needs, proximity to member
across departments. lt will provide the basis tion Planning (RAP) process. countries, quick response time,
for reporting to management.and the Execu- 

TAIMS phase lll, subject to management,s familiarity with local context and

II:HHriln.arassistance 
activities .rr.lil:r1'^.rli:::*::::::lr":::- ll'i:::*"':l'-"f:1.:*::::li j;iporting work practices to evaluate the effec- the most part, the two centers, which

TAIMS Phase I deploys a Fund-wide, stan- tiveness of the Fund'stechnical assistance have a demand-driven approach

dard, computer-supported technical assis- over the medium term' lt will build on the based on in-depth consultations
tance information and monitoring system mon'ttoring and planning tools created in with member countries, have
that consolidates information on technical Phases I and ll to improve the effectiveness achieved their objectives. Respon-
assistance projests from existing databases. ofthe Fund's technical assistance, as well as dents to a questionnaire noted that
Additional lnformation (such as a general on theTAlMS database' the AFRITAC model enhanced coun-

try ownership, increased regional
solidarity, kept donors better

systematic procedures of disseminating lessons put in informed about country circumstances and needs,

place, thereby strengthening recent trends at the Fund, enhanced staff accountability, and increased the use of
including through periodic stocktaking exercises and regu- African experts. The AFRITACs'delivery approach alscr

lar reviews. Directors agreed that external evaluations were seems to be relatively cost effective and the centers are well

a useful tool to enhance accountability and provide a fresh managed. Member governments have supported the cen-

perspective. ters. The main area ftrr improvement is in monitoring and

Itwas also stressed that, given the low-incom. *.un:,i:,-, ;flHlii;ff;:H:1ilff:.:iffiH'il:il',';liffit"
pressing needs for technical assistance in the context of the - - -. -

r,ril.n,i,- Deveropment Goars, imprem.",.,'o" ii*"i."' iltfiril[i^1iu:l*::iffiil*ili'3T:1",ill;::";'
report's recommendations should not involve anv reduction - .- ^ .

in the volume of technical assistance delivered ,;'il;"'"" sub-Saharan Africa)' and aim at developing further their

members. 
'or aJorrrorrLr 

relationships with the Macroeconomic and Financial Man-
agement Institute for Eastern and Southern Africa and the

Joint Africa Institute.

Evaluation of the AFRITACs The evaluation made a number of recommendations,

The IMF's regional technical assistance centers in eastern including the following: beneficiary countries should

and western Africa were established in 2OO2 and 2003, adopt comprehensive capacity-building programs as part

respectively, for the purpose ofstrengthening the capacity oftheir Poverty Reduction Strategy Papers; beneficiary

of sub-Saharan countries to design and implement poverty agencies should prepare plans, with help from the IMR for

reduction policies and to improve the coordination of developing staff resources and institutional capacity; coun-

capacity-building technical assistance in the PRSP process. tries'representation on the Steering Committee should

The AFRITACs have provided technical assistance and reflect their technical assistance needs; workshop partici-

training in a range ofsubjects, including banking and pants should be carefully selected and required to share the

microfinance supervision, customs administration, debt knowledge acquired with colleagues from their own and

and financial markets, monetary operations, public related agencies; the IMF should engage a short-term

expenditure management, revenue administration, statis- expert to assist in the elaboration of performance indica-
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tors and of a logical framework approach for evaluating
AFRITAC outputs yearly, at a minimum; and the
AFRITACs should continue to promote African expertise
by recruiting resident and short-term experts on the conti-
nent, preparing local individuals to provide training, and

Technical assistance and training | 6

intensifiing their cooperation with regional institutions. In
April 2005, the Steering Committees of the two AFRITACs
endorsed the independent evaluation report and decided
to develop an action plan to implement its major
recommendations.
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t he IMF is accountable to the governments of its
member countries, which appoint its Board of Gov-

ernors and appoint or elect its Executive Directors, who sit
on the Executive Board.

The Board of Governors, the highest decision-making body
of the IMF, consists of one governor and one alternate gov-
ernor from each of the IMF's 184 member countries. The
governor is usually the member country's minister of
finance or the head of its central bank. All governors meet
once a year at the IMF-World Bank Annual Meetings.

There are two committees of governors that represent the
whole membership. The International Monetary and Finan-
cial Committee (IMFC) is an advisory body composed of 24

IMF governors (or their alternates) representing the same

countries or constituencies (groups of countries) as the 24

Directors who make up the IMF's Executive Board. The
IMFC normally meets twice a year, in March/April and at

the time of the Annual Meetings in September/October. Its
responsibilities include providing guidance to the Executive
Board and advising, and reporting to, the Board ofGover-
nors on issues related to the management of the interna-
tional monetary system. The current Chair of the IMFC is
Mr. Gordon Brown, Chancellor of the Exchequer of the
United Kingdom. The Developnrcnt Committee (formally,
the Ioint Ministerial Committee of the Boards of Governors
of the World Bank and the IMF on the Transfer of Real

Resources to Developing Countries) is a joint World
Bank-IMF body composed of 24 World Bank or IMF gover-
nors or their alternates. The Committee serves as a forum
that helps build intergovernmental consensus on develop-
ment issues, including on the financial resources required
for promoting economic development in developing coun-
tries. It usually meets twice a year, following the IMFC
meetings. Both committees generally summarize their
meetings in communiqu6s, which are published on the
IMF's website (see Appendix IV).

The day-to-day oversight of the work of the IMF is con-
ducted at its Washington, D.C., headquarters by its Execu-

tive Board; this work is guided by the IMFC and supported
by the IMF's staff. The Managing Director is Chair of the
Executive Board and head of the IMF staff; he is assisted by
a First Deputy Managing Director and two other Deputy
Managing Directors. The Executive Board, which consists of

24 Directors, has a central role in policy formulation and
decision making in the IMR and exercises all the powers for
conducting the institution's business except those that the
Articles of Agreement reserve for the Board of Governors or
the Managing Director. The Board meets in "continuous
session," that is, as often as the business at hand requires,
usually for three full days each week. In calendar 2004, total
Board meeting time amounted to about 500 hours. The
Board held 265 formal meetings (including those in which
decisions are made),9 informal seminars, and 9l other
informal meetings, including committee meetings. The
Board spent 55 percent of its time on member country mat-
ters (mainly Article IV consultations and reviews and
approvals of IMF financing arrangements); 22 percent of its
time on global and regional surveillance and general policy
issues (such as the world economic outlook, global financial
stability, IMF financial resources, strengthening the interna-
tional financial system, the debt situation, low-income
countries, and issues related to IMF lending facilities and
program design); and the remaining time on committees
and administrative and other matters.

Each member country's voting power in the Fund is deter-
mined by its quota (which broadly reflects each country's
relative economic size and also helps to determine the
amounts it can borrow) and by the basic votes that are dis-
tributed equally among all members (for more information
about quotas, see www. imf. o rg/ external/ np / exr / fac* /
quotas.htm). Under the IMF's Articles of Agreement, general
reviews of quotas are conducted at intervals of not more
than five years. The Fund is currently in the period ofthe
Thirteenth General Review of Quotas, which must be con-
cluded by Ianuary 2008. In this context, the Executive Board
has had a number of discussions on issues relating to the
distribution of quotas and members'voice and participa-
tion in the Fund (see Box 7.1).

The IMF is committed to meeting the highest standards of
internal management and control, and several important
initiatives are under way in this regard. Further reforms of
the Fund's internal budget process have been launched with
the ultimate aim of establishing a medium-term, output-
oriented budget system. (See'Administrative and capital
budgets" below and the Overview for more details.) In
FY2005, the Fund began a comprehensive review of its
employment framework, compensation, and benefits, draw-
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Box 7.1

0n January 30, 2003, the lMFl Board of Gov-

ernors adopted a resolution concluding the

Twelfth General Review of Quotas without pro-

posing an increase in IMF quotas.Ile resolu-

tion also noted the Becutive Board's

intention duri ng the Ih i rteenth Genera I Review

"to monitor closely and assess the adequacy

of Fund resources, to consider measures to

achieve a distribution of quotas that reflects

developments in the world economy, and to

consider measures to stren$hen the gover

nance of the Fund.' Under the IMF's Articles of

Agreement, general reviews of quotas are to

be conducted at intervals of not more than

five yeaE; the Thirteenth Review will therefore

need to be concluded by January 2008.

0n July 31,2003, the Executive Board consid-

ered issues related to the disuibution of IMF

quotas-including quota formulas-and voUng

power. Most Directors saw considerable merit

in a package approach including elements that

would benefitthe membership as a whole.

Such a package would involve a general quota

increase with a rclatively large selective ele-

ment allocated by means of a new quota

formula; ad hoc quota increases aimed at

addressing the cases of countries whose quo-

tas were most clearly out of line with the rela-

tive size ofthe economies; and an increase in

basic votes aimed specifically at correcting the

erosion of the voting power of the smallest

members.l Based on the IMF'S liquidity posi-

tion and regular monitoring of the adequacy of

IMF resources, most DirectoB believed that

there was no need for a quota increase.

Updated illustrative quota calculations were

provided to the Board in August 2004.

The Executive Board has taken a number of

actions in recent years to enhance the admin-

istrative and technical capacity of the devel-

oping and transition countries' Et(ecutive

Directors to participate fully and effectively in

the lMPs decision-making processes. ln April

2003, the Executive Board decided to allow

the Executive Directors from sub-Saharan

Africa, who had the largest constituencies, to

add three new stafi members to their offices.

The Executive Directors have also advanced

their work in several other areas aimed at

enhancing capacity in Executive Directors'

ofiices, particularly those of developing and

transition countries. These recent and ongoing

initiatives include an ageementto make

available informal voluntary guidelines on the

qualifications and duties of personnel in the

offices ofthe Executive Directors; to provide

additional training for new members of Execu-

tive Directors'staff on a regular basis; t0

explore ways in which new technology could

facilitate close and effective communication

with authorities in capitals; and to strcngthen

efforts to provide incoming Board membes

and their staff with timely and comprehensive

information on Board procedures and Fund

policies.

A status report by the IMF's Executlve Board

on quotas, voice, and representatlon2 was

provided to the IMFC for its Ostober 2, 2004,

meeting. ln taking note of the report, the IMFC

encouraged the Board 'to consider further

issues of voice, quotas, and participaUon, not-

ing as the Board ageed, that progess will

require broad consensus among the sharc-

holden.'0n this issue, the Committee also

recommended the completion of the ratifica-

tion of the Fourth Amendment (see IMFC

Communiqud, October 2, 2004).

ing on external expertise. It also undertook a review ofthe
resident representative program.

Administrative and capital budgets

The IMF's administrative budget provides funds for person-

nel costs, travel, and other recurrent expenses. It covers the
period May 1 through April 30 and is approved by the
Executive Board on both a gross and a net basis. The gross

budget includes expenditures that are funded from
receipts-mainly external donor contributions for capacity

building (technical assistance and training of member
country officials). The net budget covers only those expen-

ditures that are funded from the net income of IMF opera-

tions. In addition to limits on gross and net expenditures,
the Executive Board sets a ceiling on full-time (both open-
ended and limited-term) staff positions.

The Board also approves three-year budget appropriations
for capital projects starting in the forthcoming financial
year. Capital projects comprise building facilities, including
regulatory-mandated and security-related upgrades, and

information technology (lT) projects. The reforms to capi-

lAn increase in basic votes would requlre an

amendment of the Artlcles of Agreement
2Available al wwwJmf .o9/qtemal/ np/fr n/
2 0 0 4/ e n g/ 0 I 2 20 4. htfl t.

tal budget procedures introduced in FY2003 shifted from a
system of annual appropriations for separate stages of capi-

tal projects to full appropriation at the beginning of a proj-
ect, giving authorization to spend up to that amount over
the next three fiscal years; funds not spent within this time
frame lapse, unless reappropriated by the Board.

The IMF's net administrative expenses are funded from its
operational income, which includes charges on the use of
Fund resources. The rate of charge depends mainly on the

income outlook-itself determined largely by the level of
Fund credit outstanding and the SDR interest rate-but
also on the level ofexpenses (see Chapter 5,"Financial
operations and policies"). At the time of the Board consid-
eration of the FY2006 budget in April 2005, it was estimated
that the administrative and capital budgets for FY2006, rela-

tive to the FY2005 outturn, would contribute an additional
4 basis points to the rate of charge set for FY2006, all else

held constant.

Background

Following an external review in the summer of 2001, the
IMF began to modernize its internal budgetary procedures
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and practices with a view to adopting
an output-focused medium-term
budget system, along the lines of
those that have evolved in the public
sectors of many industrial countries.
The IMF has now shifted to dollar
budgeting, while retaining a limit on
the number of staff positions, and

has established a top-down dollar
limit on the size of the administrative
budget. Departmental business plans

have been introduced, both for the
direct delivery of services to member
countries and, in the case of support
departments, for the provision of
services to other departments.

A principal recommendation of the
external review was that the Fund
should put in place a medium-term
strategy. Work began on developing
such a strategy toward the end of
2004. However, pending its comple-
tion, and given that two major

(ln millions of U.S. dollars)

Flnanclal year

ended
Apdl 30,2003:

Flnanclal yoal
endod

Aprll 30,2004:

Flnanclal year

onded
Apdl 30,2005:

Flnanclal year

ondod
Aprll 30,2005:

Flnanclal year

endlng
Apdl 30,2006:

Budget Actuel oxp€rses Bud[Bt

Admlnlstratlvo budgot
Personnel expenses

Salaries
Beneflts and other expenses

Subtotal

other expenses

Travel

other expenses

Subtotal

Total admlnlstratlve
budgot (goss)

Receipts

Total admlnlstratlve
budget (net)

337.1
191.3
528.4

79.9
155.7
235.6

764.0
(44.11

355.9
200.3
556.2

91.5
158.4
249.9

806.1
(58.s)

373.8
259.9
633.7

97.6
173.8
271.43

905.1
(55.5)

375.2
259.5
634.7

90.2
167.3
257.5

892.2
(66.1)

826.1

395.72
263.8
659.7

99.4
777.9
277.3

937.0
(60.9)

expenditure reviews are under way,l the administrative
budget for FY2006 was formulated as a transitional
arrangement.

Nonetheless, other budget reforms were introduced during
FY2005:

r A new time-reporting system (TRS) was implemented to
reduce the number of activity codes and adapt them to
better match the IMF's primary outputs.

r A new cost allocation system, complementing the TRS,

was put in place to assign staff and nonstaff costs to pri-
mary outputs.

r Activity indicators were introduced on a pilot basis for
certain IMF activities.

These measures have been supported by an improved com-
puterized management information system. Further devel-

opment of the information system is planned.

Budgets and actual expenditures in FY2005

The IMF's administrative budget for the financial year that
ended April 30, 2005 (FY2005) authorized total expenditure
of $905.1 million ($849.6 million net of receipts). The
FY2005 capital budget made provision for expenditures of

rThe Employment Framework, Compensation, and Benefits Review and

the Review of Information Technology together cover areas of expenditure

that account for more than 75 percent of the total administrative budget.

719.9 747.6 849.6 876.1

Note: Figures may not add because of rounding.
lAdministrative budgets as approved by the Board for the flnancial years ending April 30, 2005, and April 30, 2006, compared

with actual expenses for the financial years ended April 30, 2003; April 30, 2004; and April 30, 2005.
2lncludes $1 million in contingency reserves for salaries.
3lncludes $2 million in contingency reserves-$1 million for tavel and $1 million for other expenditures.

$3 1.8 million over three years on new projects commencing
in FY2005, of which $8.1 million was for building facilities,
including security-related upgrades, and $23.7 million for
information technology projects.

The outturn on the administrative budget for FY2005

amounted to $892.2 million on a gross basis, $12.9 million
(1.4 percent) less than budgeted. This gap reflects under-
spending of $6.4 million in travel and $5.5 million for other
expenditures. Personnel expenditures were $l million above

budget, after taking into account an acceleration of planned

payments into the Staff Retirement Plan and a retroactive pay

adjustment, which more than outweighed the effect of lower-

than-anticipated staffing levels. Receipts were larger than
projected, in part because of an unbudgeted one-off refund
of $3 million received under the Medical Benefits Plan. In
addition, disbursements from donors for the financing of
technical assistance and travel rebates were higher than pro-
jected. Further information on the actual expenditures of the

administrative budgets for FY2003 through FY2005 and bud-
geted expenditures for FY2006 is provided in Thble 7.1.

The available activity indicators, as well as input data on
travel, expert assignments, and staff members, suggest a

modest increase in activities related to capacity building
during FY2005, partly as a result of increased external
financing for technical assistance. The data also suggest a

small shift of resources from work on the use of Fund
resources to surveillance, because there were four fewer

Fund-supported financial programs or cases of countries
being near such programs than in FY2004. Work on standard
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The construction of a second IMF headquarters building (HQ2),

adjacent to the existing headquarteE, was nearly complete at the

end of FY2005, and occupancy was completed in June 2005. Com-

pletion ahead of schedule allowed the Fund to terminate leases at

the lnternational Square building saren months earlier than origi-

nally planned. With the termination also of the lMPs lease a|7776
G Street in December 2005 and the move of staff to headquarteE,

the entire Fund staff will be accommodated completely in Fund-

owned space and within a single headquarten complex forthe first

time since 1983.Ihe HQ2 building is a modern, light-filled suucture

with extensive use of glass to create an open and attractive office

environment. At the same time, the building is designed for

enhanced security with reinforced concrete, strenghened glass, and

air filtration. Other features include a large conference facility and

mini-atria on office floom for informal meetings.

Ihe new HQ2 building incorporates the advanced technology known

as lnternet Protocol Telephony, or lPI, which allows organizations to

use existing computer networks for voice communications, thereby

lowering costs while facilitating the expansion of the range of serv-

ices, such as audio and video conferencing. lhis technolo$/ will be

made available throughout the Fund by end-2005.

setting and policy development, research, and operation of
the international monetary system was broadly stable.

As noted earlier, information is also available on the cost of
providing the Fund's primary outputs. However, a strict
comparison between FY2004 and FY2005 is problematic
because of the previously mentioned changeover to the new
time-reporting system. While the new system allowed staff
time to be linked more accurately to primary outputs, it
also resulted in some discrete shifts in time recorded on
those outputs, which reflect data refinement rather than
shifts in real resources.

Total capital spending in FY2005 was within the relevant
approved budgets. Expenditures of $126.0 million were
funded in line with new appropriations from the FY2005

budget, as well as appropriations from previous capital
budgets. In particular, total spending on the Headquarters 2

building project remained within the $149.3 million multi-
year budget approved by the Executive Board. The building
was opened to staff in May 2005-eight months ahead of
the original schedule (Box7.2).

Budgets for FY2006

On April 22,2005, the Executive Board approved a gross

administrative budget of $937 million and a net administra-
tive budget of $876.1 million, implying a nominal increase

of 3.5 percent in gross terms (3.1 percent in net terms) over
the FY2005 approved budget. The Board also approved an

unchanged ceiling of 2,802 full-time staff positions for
FY2006.2

As noted, the administrative budget was formulated as a

transitional arrangement. Within a zero-real-growth top-
down constraint, priority was given to further enhancing
the effectiveness of surveillance, following the recommen-
dations of the fuly 2004 Biennial Review of Surveillance,
and to strengthening the IMF's support for low-income
member countries. Accordingly, the FY2006 budget
increases resources devoted to surveillance, with emphasis
on the financial sector and low-income countries (particu-
larly in Africa), and to work on Fund lending programs.
A broadly stable allocation of resources for the delivery of
technical assistance and training to member country offi-
cials is also planned. The IMF's ability to deliver these

capacity-building services is increasingly dependent on the
availability of external funding from donors. Figure 7.1

shows the projected share of resources by primary output
category under the FY2006 gross administrative budget.

The necessary reallocation of funds within the budget is

being wholly accommodated through redeployment of staff
positions and dollar resources-mainly from support to
primary activities. Over the past four years, more than 50

full-time staff positions have been redeployed from support
to frontline activities, enabling the IMF to raise the delivery
of its primary outputs within a broadly unchanged employ-
ment ceiling.

In terms of input costs, the FY2006 administrative budget
allows for a 3.6 percent structural salary adjustment and
provisions for additional expenditures on security, based on
recommendations of the U.S. Secret Service (Box 7.3). For
the second successive year, it incorporates declines (in real

terms) in dollar provisions for the travel and building and
other expenses categories. Some elements of individual
budget accounts that have not been used in recent years

were eliminated.

The medium-term capital plan for FY2006-08, which covers

all new capital projects scheduled to start in each of the next
three years, is also of a transitional nature, pending comple-
tion of the above-mentioned reviews. The FY2006-08 capi-
tal plan allows for $148.3 million in capital spending,
compared with $122.9 million for the FY2005-07 plan
approved in FY2004. The increase is more than accounted
for by the cost of security-related projects, totaling about
$30 million over the next three years. Part of the cost of
these security projects has been accommodated within the
plan by rephasing or delaying other facilities projects. For
information technology (IT), the highest priority is the cre-

2The budget document can be accessed electronically at www.imf.org/
e xt e r n al/ n p / p p / eng/ 200 5 / 0 40 1 0 5.htm.
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0n August 1, 2004, citing threats by an international terrorist group

againstthe financial services sestor in NewYorfi City, northern New

Jersey, and Washington, D.C., the U.S. Department of Homeland

SecuriU mised the domestic security threat level for these areas,

which included IMF headquarters.The IMF immediately put in place

enhanced security measures, which law enforcement authorities

considered appropriate, and Fund security staff remained in continu-

ous contast with the irwestigative law enforcement agencies. 0n

November 17,2004, the U.S. authorities reduced the terrorism

threat level for the financial services sector in the three areas, noting

the enhanced permanent security measures adopted by the Fund

and the other institutlons. Further physical security enhancements

are planned for FY2006.

ation of back-up facilities to ensure availability of all critical
systems in the case of a serious disruption.

Within this medium-term plan, capital spending in FY2006

is budgeted at $52.5 million, of which $28.5 million is for
building facilities and $24.0 million for IT projects.

The medium-term budgetary framework

In addition to approving the administrative and capital
budgets for the upcoming financial year, beginning in
FY2002 the Executive Board was asked to take note each

year of the medium-term expenditure framework (MTEF).

The MTEF provided a "top-down" reference for administra-
tive expenditures for the current and each of the following
two financial years. It reflected the cost of policies, with the

number of staff positions unchanged and allowing for pro-
jected price increases in the main inputs-personnel costs,

travel, and other expenditures.

As part of the budget reform program, the MTEF will
become a more comprehensive medium-term budgetary
framework (MTBF). Pending completion of the IMF's
medium-term strategy, an initial MTBF for FY2007 and

FY2008 has been formulated mainly for illustrative pur-
poses. The application of the assumed price increases for
the Fund's main inputs, after allowing for the extra costs

of holding the next Annual Meetings in Singapore ($5 mil-
lion), yields annual increases in gross and net administra-
tive budgets of4.4 percent and 3.3 percent in FY2007 and

FY2008, respectively.

Human resources

The Managing Director appoints a staff whose sole respon-

sibility is to the IMF. The efficiency and technical compe-

tence of the IMF staff are expected to be, as stated in the

Governance and management of the IMF | 7

(As percent of gross administntive budlet)\

tulW development, rcsearch, and opention
of the intenational monetary system

7.5% Sta n d a r d sette r/ p rov i d e t
of infomation

Capacity building

26.9%
6.0%

Surueillance

30.0%

Use of Fund rcsources

29.6%

Source: offlce of Budget and Planning.

Note: Primary outputs are defined as follows:

fuW dwelopnonl,resaerch, and oryatton olthe lntemeilonel none,f[y syrfiom:

Multllateral suryeillance (including Wold Economic 1utlook and Global Financial

Stability Report\ collaboratron with other bodies on intemational financial issues;

operation/reform ofthe IMFC, Development committee, and related bodies.

St,ndild solt?,/ilovlder ol ttandaillzod rrrroflnauon.' Dissemination of and

research on Fund-developed standards and statistical information; compilation and

disseminatron of standardized statistics; development of statistical policies and

methodologies.

&nrorrrencei Bilateml and regonal surveillance. Ihe Article lV consultation process;

related policy advice; suengthened surveillance for monitoring and signaling pur-

poses; analytical work, research, and policy development Financial SectorAssess-

ment Program, offshore financial centers and anti-money-laundering/combating the

financing of terrorism assessments; Reports on the observance of Standards and

Codes.

,ln ol FuNl r@u@ri oporational activities related to the use 0f General

Resources Accounu the use of Po/erty Reduction and Growth Facility and the
enhanced Heavily lndebted Poor Counties lnitiauve; research, assessment (includ-

ing ex post assessments), and policy development; monitoring,/assessment of Fund

liquidity and PRGF/HIPC financing; safeguarding Fund resources.

Crp,r,ty bulktlng: Pro,ision of technical assistance 0A) and external traininS; col-

laboration witi other providers ofTA and sources of financing; monitoring, assess-

ment, and related research.
lExcluding governance-that is, activities tiat provide services to the departments

$at deliwr primary outpuG or service the govemance s'Eucture of tie Fund.

Articles of Agreement, of the "highest standards." Subject to
"the paramount importance" of securing such standards,
staff diversity should reflect the institution's membership,
with "due regard to the importance of recruiting personnel

on as wide a geographical basis as possible."

The goals of the IMF require that all who work for the insti-
tution observe the highest standards ofethical conduct,
consistent with the values of integrity, impartiality, and dis-

cretion, as set out in the IMF Code of Conduct and its Rules

and Regulations. In accordance with these high standards,

Figu re 7. 1
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the IMF relies on a financial certification and disclosure
process for staffand other internal controls to prevent
actual or perceived conflicts of interest.

To provide the continuity and institutional memory from
which the membership benefits, the IMF has an employ-
ment policy designed to recruit and retain a corps of
international civil servants interested in spending a career,

or a significant part of a career, at the IMF. At the same

time, the IMF recognizes the value of shorter-term employ-
ment and recruitment of mid-career professionals, given
the changing labor market and the benefit of fresh perspec-
tives. In the case of a number of skills and jobs-relating
mainly to certain services and highly specialized econo-
mic and financial skills-business considerations have

called for shorter-term appointments or for outsourcing.
A comprehensive review of the IMF's employment frame-
work and compensation and benefits systems is currently
under way and is expected to be completed in FY2006.
Launched in fuly 2004 at the initiative of the Managing
Director, the review covers the full range of policies for
recruiting, retaining, and developing the IMF's staff. The
key objective of the review is to ensure that these policies
are aligned with the strategic needs of the institution and
are cost-effective.

As of December 31,2004,the IMF employed 1,994 profes-
sional and managerial staff (about two-thirds of whom were
economists) and 718 staff at the assistant level. In addition,
the IMF had 384 contractual employees on its payroll,
including technical assistance experts, consultants, and other
short-term employees not subject to the staff ceiling. Of the
IMF's 184 member countries, l4l were represented on the
staff. (See Table 7 .2 for the evolution of the nationality dis-
tribution of IMF professional staff since 1980.)

Changes in management

There have been no changes in the IMF's management team
since the appointment of Rodrigo de Rato as Managing
Director for a five-year term, which began on )une 7,2004.
A national of Spain, Mr. de Rato was Minister of Economy
and Vice President for Economic Affairs during 2000-04,
prior to which he served as Spain's Minister of Economy
and Finance.

Recruitment and retention

In 2004, 178 people joined the IMF stafl compared with
175 in2003. The new recruits included 91 economists,34
professionals in other specialized career streams, and 46

assistants. Fifty-six of the recruits were mid-career econo-
mists, and 35 entered the two-year Economist Program,
which is designed to familiarize entry-level economists with
the work of the IMF. Participants in the program are placed

39.5
6.9
3.7
7.7
8.2

35.1
5.5
4.3
7.4

8.0

3s.0
4.6
4.9
2.9
5.3
5.0

72.3

(ln percent)

Reglon2 1980 1990 2004

Afrlca 3.8 5.8 5.8

Asla
Japan

0ther Asia

L2.3
1.4

10.9

L2.7
1.9

10.8

15.7
1.8

13.9

Europe
France

Germany

Italy

United Kingdom

Transition economies
other Europe 19.0 15.9

Mlddle East 5.4 5.5 4.3

Western Hemlsphere
Canada

United States
other Western Hemisphere

39.1
2.O

25.9
10.6

41.0
2.8

25.9
72.3

39.2
3.7

23.9
11.6

Total 100.0 100.0 100.0

llncludes staff in Grades A9-85. Grades A9-A15 are professional staff; $ades B1-85 are

managerial staff,
2Regions are defined broadly on the basis ofthe country distribution ofthe l[4Fs area depart-

ments; beginning in 2004, regions are defined according to the country $oupings in the

2004 Divercity Annual Report.The European region includes the Russian Federation and

countries of the former Soviet Union. Ihe Middle East region includes countries in North Africa.

in two different departments, for 12 months each. Those
who perform well are offered regular staff appointments.

During 2004, L59 staff members, 1 15 of whom were in pro-
fessional and managerial grades, separated from the organi-
zation. The separation rate for these staff was 6 percent.

Salary structure

To recruit and retain the highly qualified staff it needs, the
IMF has developed a compensation and benefits system

designed to be internationally competitive, to reward per-
formance, and to take account of the special needs of a

multinational and largely expatriate staff. In addition to the
comprehensive review of the Fund's employment, compen-
sation, and benefits to be completed in FY2006, the IMF's
staff salary structure is reviewed annually by the Executive
Board and, if warranted, adjusted on the basis of a compari-
son with salaries paid by selected private financial and
industrial firms in the United States, France, and Germany,
and in representative public sector agencies, mainly in the
United States. After analyses of updated comparator
salaries, the salary structure was increased by 5.6 percent for
FY2005,3 and the Board approved an increase of 3.6 percent
for FY2006 (Table 7.3).

3The Executive Board approved a 3.6 percent structural adjustment but
subsequently adjusted this figure by 2 percentage points.

Iable 7.2

86



Table 7.3

A1

A2

A3

A4

A5

AO

A7

(ln U.S. dollars, effective May 1,2005)

Rango Rango

Grader mlnlmum maxlmum lllustratlvo posltlon tltlos
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Management remuneration is reviewed periodically by the

Executive Board; the Managing Director's salary is approved

by the Board of Governors. Annual adjustments are made

on the basis of the Washington, D.C., consumer price index.

Executive Board remuneration

Upon the recommendation of the Board of Governors'

Committee on the Remuneration of Executive Directors,
the Governors approved increases of4.1 percent in the

remuneration'of Executive Directors and their Alternates

effective )uly 1,2004.s The remuneration of Executive

Directors is $196,730; the remuneration of Alternate Execu-

tive Directors is $170,170.6

Diversity

The IMF has continued to emphasize the importance of
staff diversity in improving the IMF's effectiveness as an

international institution. The diversity of its staff is a source

of strength for the institution. The IMF recognizes that the
membership must have at its service individuals who
understand, through their professional experience and

training, a wide range of policymaking challenges that con-
front country officials and who can offer policy advice

appropriate to the circumstances of each of the 184 mem-
ber countries.

To this end, the IMF has in place a diversity strategy

grounded in the principle of inclusion, quantitative and
qualitative benchmarks, regular monitoring, and main-
streaming of diversity into the Fund's daily work. The insti-
tution places strong emphasis on people management skills
in assessing the performance of supervisors and in recruit-
ment and promotion decisions, which are of particular
importance in an institution with a diverse workforce. Since

1995, the Senior Advisor on Diversity, who reports directly
to the Managing Director, has advised and assisted manage-

ment, the Human Resources Department (HRD), and other
departments on ways to strengthen, manage, and monitor
diversity in the Fund (Tables 7.2,7.4, and7.5).In line with
the IMF's diversity strategy, HRD continues to focus on
integrating diversity into the human resource management
policies, procedures, and practices of the institution.

Management receives regular updates on quantitative and
qualitative benchmarks for the most underrepresented staff

sIn determining the salary adjustments for Executive Directors, the com-

mittee took into consideration such things as the percentage change in the

remuneration of the highest-level civil servant in the ministry of finance

and central bank of selected member countries, and the change in the

selected countries' consumer price index.
6These figures do not apply to the U.S. Executive Director and Alternate

Executive Director, who are subject to U.S. congressional salary caps.

25,270 37,950 N0t applicable (activities at this level have

been outsourced)

Driver

Staff Assistant (clerical)

Staff Assistant (beginning secretarial)

Staff Assistant (expenenced secretarial)

Administrative Assistant, other Assistants (for

example, Computer Systems, Human

Resources, External Relations)

Research Assistant, Senior Administrative
Assistant, other Senior Assistants (for example,

Accounting, Human Resources, External

Relations)

Senior Administrative Assistant

Librarian, Translator, Research offlcer, Human

Resources offlcer, External Relations officer

Accountant, Research offi cer, Administrative

0fficer

Economist (Ph.D. entry level), Attorney,

Specialist (for example, Accounting, Computer
Systems, Human Resources, External Relations)

Economist, Attorney, Specialist (for example,

Accounting, Computer Systems, Human

Resources, External Relations)

Economist, Attorney, Specialist (for example,

Accounting, Computer Systems, Human

Resources, External Relations)

Deputy Division Chief, Senior Economist

Division Chief, Deputy Division Chief

Division Chief, Advisor

Assistant Department Director

Deputy Department Director, Senior Advisor

Department Director

28,320

31,680

35,490

39,810

44,480

55,880

59,410

68,360

75,510

42,460

47,560

53,290

59,710

66,820

83,880

89,210

102,560

117,810

165,490

187,050

208,520

222,270

248,760

281,330

A10

A11

AL2

A13

A14

49,890 74,870

A8

A9

87,910 131,930

98,500 747,740

A15/81

B2

B3

B4

B5

110,310

724,650

143,700

770,770

199,020

234,350

Note: Because IMF staff other than lJ.S. citizens are usually not required to pay income taxes

on their IMF compensation, the salaries are set on a net-of-tax basis, which is generally

equivalent to the aftertax take-home pay of the employees of the public and private sector

flrms from which IMF salaries are derived.
rGrades A1-A8 are support staff; grades A9-A15 are professional staff; and grades B1-85

are managerial staff.

M a n ageme nt rem u nerati o n

Reflecting the responsibilities of each management position
and the relationship between the management and staff
salary structures, the salary structure for management as of
l:uly 1,2004, is as follows:

Managing Director $376,3804

First Deputy Managing Director $327,290
Deputy Managing Directors $311,700

aln addition, a supplemental allowance of$67,380 is paid to cover expenses.
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All staff
Women

Men

L,444
676
768

1980 1990 20041

?lumber Psrcent Numbor Psrcent ilumbor Percent

departments to identifr needs and
opportunities for promoting diversity
in each department's annual human
resources plan, which provides a

business-relevant and systematic
framework for the IMF's diversity
efforts. Typically, departmental and
Fund-wide diversity actions include
initiatives in recruitment and career

planning, orientation and mentoring
for newcomers, and measures to
improve performance assessment and
management selection and develop-
ment. The Fund is making special

efforts to increase the transparency of
human resource policies, procedures,
and statistics.

0rganization

The IMF staff is organized mainly
into departments with regional (or
area), functional, information and
liaison, and support responsibilities.
These departments are headed by
directors who report to the Manag-
ing Director (Figure 7.2).

100.0
46.8
53.2

1,774
827
947

100.0
46.6
53.4

2,714
7,246
1,468

100.0
45.9

Total support stafF
Women

Men

100.0
84.1
15.9

100.0
85.4
14.6

642
540
t02

613
492
121

100.0
80.3
19.7

7L8
613
105

Totsl professlonal stafF
Women

Men

lotal economlsts
Women

Men

897
274
623

s29
70

459

368
204
164Men

235
13

222

784
9

775

57
4

47

646
173
473

362
42

320

284
131
153

100.0
26.8
73.2

100.0
30.5
69.s

700.0
55.4
44.6

1,633
579

1,054

7,008
249
759

625
330
295

100.0
35.5
64.5

700.0
24.7
75.3

700.0
52.8
47.2

Women

700.0
11.6
88.4

700.0
46.1
53.9

700.0
t3.2
86.8

Total managedal staffl
Women

Men

18s
tl

t74

100.0
5.9

94.1

700.0
4.0

96.0

700.0
8.1

91.9

100.0
5.5

94.5

700.0
4.9

95.1

700.0
7.8

92.2

100.0
14.9
85.1

363
54

309

293
aa

)A)

70
23
47

Iota, ecoromrsts
Women

Men

lotal speclaltzed career strEams
Women

Men

99
4

95

86
7

79

700.0
10.6
89.4

700.0
32.9
67.1

llncludes only staff on duty; differs from the number of approved positions.
2staff in Grades A1-A8.
3staff in Grades A9-A15.
4staff in Grades B1-85.

groups, as established in the 2003 Enhanced Diversity
Action Plan. To strengthen data monitoring, a process for
collecting multiple citizenship data was put in place during
2004. Notable progress has been achieved in the recruit-
ment and promotion of several underrepresented staff
groups, but more still has to be done to establish gender and
regional balance in all grade groups.

A staff survey launched at the end of 2003 and completed in
2004 gathered opinions and perceptions on various aspects

of the workplace environment. The survey identified issues

pertaining to career development, discrimination, harass-

ment, and performance management. Following the staff
survey, departments developed and implemented plans to
address the issues identified in the staff survey. Using staff
survey data, the Senior Advisor on Diversity carried out a

diversity analysis focusing on racial and ethnic data. In 2004,

management also approved a centralized mobility program,
which augmented the internal job market system.

Promoting and sustaining diversity of staff in any institution
is a continuing challenge that requires concerted effort.
Progress is monitored and problems are reported in a trans-
parent manner in various formats-including the Diversity
Annual Report-on the IMF website. The Fund's Senior
Advisor on Diversity works closely with HRD and other

Area departments

The five area departments-African, Asia and Pacific,

European, Middle East and Central Asia, and Western Hemi-
sphere-advise management and the Executive Board on
economic developments and policies in countries in their
regions. Their staffs are also responsible for putting together
financial arrangements to support members' economic
reform programs and for reviewing performance under
these IMF-supported programs. Together with relevant
functional departments, they provide member countries
with policy advice and technical assistance, and maintain
contact with regional organizations and multilateral institu-
tions in their geographic areas. Supplemented by staff in
functional departments, area departments carry out much
of the IMF's country surveillance work through direct con-
tact with member countries. In addition, 85 area depart-
ment staff are assigned to members as IMF resident
representatives ( Box 7.4).

Functional and special services departments

The Finance Department is responsible for mobilizing,
managing, and safeguarding the IMF's financial resources

to ensure that they are deployed in a manner consistent
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Staff

1990 2004r

Numbor Percent ilumber Porcent
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At the end of April 2005, the IMF had 85 resident representative

positions covering 90 member countries in Africa, Asia, Eurcpe, the

Middle East, and the Western Hemisphere, New offices were opened

in Jordan (in support of lraq) and the Dominican Republlc, An office

in Paraguay opened in May 2005.These posts-usually filled by one

IMF employEe supported by local staff-help enhance IMF policy

advice and are often set up in conjunction with a reform progam,

Ihe representatives, who typically have good access to key national
policymakeE, can bring major beneflts to the quality of IMF country

work. ln particular, through their professional expertise and deeper

familiarity with local conditions, resident representatives contribute

to the formulation of IMF policy advice, monitor performance-

especially under IMF-supported progmms-and coordinate technical

assistance. lhey can also alert the IMF and the host country t0
potential policy slippages, provide on-site program support, and play

an active role in IMF outreach in member countries. Since the advent

of enhanced initiatives for low-income countries, resident represen-

tatives have helped members develop their poverty reduction strate-
gies (see Chapter 4) by taking part in country-led discussions on the

strate$/ and by presenting IMF peEpestives.They also support mon-

itoring of program implementation and institution building, working

with different branches of government, civil society organizations,

donors, and other stakeholders.

The International Capital Markets Departmenf assists the
Executive Board and management in overseeing the interna-
tional monetary and financial system and enhances the
IMF's crisis prevention and crisis management activities. As

part of the Fund's global surveillance, the department pre-
pares the semiannual Global Financial Stability Report,

which assesses developments and systemic issues in interna-
tional capital markets. Staff members also liaise with private
capital market participants, national authorities responsible
for financial system policies, and official forums dealing with
the international financial system. In addition, the depart-
ment plays a leading role in the IMF's analytical work and
advice to members on access to international capital mar-
kets, as well as on strategies for external debt management.

The IMF Institute provides training for officials of member
countries-particularly developing countries-in such

areas as financial programming and poliry, external sector
policies, balance of payments methodology, national
accounts and government finance statistics, and public
finance. The Institute also conducts an active program of
courses and seminars in economics, finance, and economet-
rics for IMF economists (see Chapter 6).

The Legal Department advises management, the Executive
Board, and the staff on the applicable rules of law. It pre-
pares most of the decisions and other legal instruments
necessary for the IMF's activities. The department serves

as counsel to the IMF in litigation and arbitration cases,

All staff
Developing countries
lndustrial countnes

L,774
731

1,043

2,7L4
1,187
1,527

100.0
47.2
58.8

100.0
43.7
56.3

Total support staff2
Developing countries
lndustrial countries

642
328
314

100.0
51.1
48.9

718
394
324

100.0
54.9
45.7

Total professlonal staff 3

Developing countries
lndustrial countdes

fota, economrsb
Developing countries
lndustrial countries

897
343
554

s29
220
309

368
123
245

100.0
38.2
61.8

700.0
41.6
s8.4

700.0
33.4
66.6

1,833
682
951

7,008
442
566

625
240
385

100.0
41.8
58.2

7@.0
43.8
56.2

Developing countries
lndustrial countries

700.0
38.4
61.6

Total managorlal staff 4

Developing countries
lndustrial countnes

Iota, ecoromrsts
Developing countries
lndustrial countries

Totat spectallzed cdreer streams
Developing countries
lndustrial countries

363
777
252

293
91

202

70
20
50

235
60

175

184
54

130

57

45

100.0
25.5
7 4.5

700.0
29.3
70.7

100.0
30.6
69.4

700.0
31.1
68.9

700.0
28.6
77.4

700.0
11.8
66.t

llncludes only staff on duty; differs from the number of approved positions.
2Staff in Grades A1-A8.
3staff in Grades A9-A15.
4staff in Grades B1-85.

with the Fund's mandate. This entails major responsibili-
ties for the institution's financial policies and for the
conduct, accounting, and control of all financial transac-
tions. In addition, the department helps safeguard the
IMF's financial position by assessing the adequacy of the
Fund's capital base (quotas), net income targets, precau-
tionary balances, and the rates ofcharge and remunera-
tion. Other responsibilities include investing funds in
support of assistance to low-income countries and
conducting assessments of financial control systems in
borrowing members' central banks.

The Fiscal Affairs Departmenr is responsible for activities
involving public finance in member countries. It partici-
pates in area department missions, particularly with respect

to the analysis of fiscal issues; reviews the fiscal content of
IMF policy advice, including in the context of IMF-
supported adjustment programs; helps countries draw up
and implement fiscal programs; and provides technical
assistance in public finance. It also conducts research and
policy studies on fiscal issues, including tax policy and rev-
enue administration, as well as on income distribution and
poverty, social safety nets, public expenditure policy issues,

and the environment.

Box 7.4
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Figure 7.2

(As ot Apilt 30, 2005)
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provides technical assistance on leg-
islative reform, assesses the consis-
tency of laws and regulations with
selected international standards and
codes, responds to inquiries from
national authorities and interna-
tional organizations on the laws of
the IMR and arrives at legal findings
regarding IMF jurisdiction on
exchange measures and restrictions.

The Monetary and Financial Systems

Department is engaged in four oper-
ational areas-financial system sur-
veillance (including the Financial
Sector Assessment Program and
Article IV participation), banking
supervision and crisis resolution,
monetary and exchange rate infra-
structure and operations, and
technical assistance. It provides
analytical, operational, and technical
support to member countries and
area departments, including devel-
opment and dissemination of good
policies and best practices. An
important role is coordinating with
collaborating central banks, supervi-
sory agencies, and other interna-
tional organizations.

The Policy Development and Review
Department (PDR) plays a central
role in the design and implementa-
tion of the IMF's policies related to
surveillance and the use of the IMF's
financial resources. Through its
review of country and policy work,
PDR seeks to ensure the consistent
application of IMF policies through-
out the institution. In recent years,

the department has spearheaded the
IMF's work in strengthening the
international financial system,

streamlining and focusing condition-
ality, and developing the Poverty
Reduction and Growth Facility
(PRGF) and the HIPC Initiative.
PDR economists participate in coun-
try missions with area department
staff, typically covering 80-90 coun-
tries a year, and help member coun-
tries that are making use of IMF
resources mobilize other financial
resources.
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The Research Department conducts policy analysis and
research in areas relating to the IMF's work. The depart-
ment plays a prominent role in global surveillance and in
developing IMF policy concerning the international mone-
tary system. It cooperates with other departments in
formulating IMF policy advice to member countries. It
coordinates the semiannualWorld Economic Outlook exer-
cise and prepares analysis for the surveillance discussions of
the Group ofSeven, the Group ofTwenty, and such regional
groupings as the Asia-Pacific Economic Cooperation
(APEC) forum, and the Executive Board's discussions of
world economic and market developments. The department
also maintains contacts with the academic community and
with other research organizations.

The Statistics Department maintains databases of country,
regional, and global economic and financial statistics, and
reviews country data in support of the IMF's surveillance
role. It is also responsible for developing statistical concepts
in balance of payments, government finance, and monetary
and financial statistics, as well as for producing method-
ological manuals. The department provides technical assis-

tance and training to help members develop statistical
systems and produces the IMF's statistical publications. In
addition, it is responsible for developing and maintaining
standards for the dissemination of data by member
countries.

lnformation and liaison

The External Relations Department works to promote
public understanding of and support for the IMF and its
policies. It aims to make the IMF's policies understandable
through many activities aimed at transparency communi-
cation, and engagement with a wide range of stakeholders.
It prepares, edits, and distributes most IMF publications
and other material, promotes contacts with the press and
other external groups, such as civil society organizations
and parliamentarians, and manages the IMF's website (see

Chapter 8).

The IMF's Ofices in Asia and Europe and at the United
Nations maintain close contacts with other international
and regional institutions. The UN Office also makes a sub-
stantive contribution to the Financing for Development
process, while the offices in Asia and Europe contribute to
bilateral and regional surveillance and are a major part of
the IMF's outreach effort (see Chapter 8).

Support services

The Human Resources Department helps ensure that the
IMF has the right mix of staff skills, experience, and diver-
sity to meet the changing needs of the organization, and
that human resources are managed, organized, and

deployed in a manner that maximizes their effectiveness,

moderates costs, and keeps the workload and stress at

acceptable levels. The department develops policies and
procedures that help the IMF achieve its work objectives,
manages compensation and benefits, recruitment, and
career planning programs, and supports organizational
effectiveness by assisting departments with their human
resources management goals.

The Secretary's Department organizes and reports on the
activities of the IMF's governing bodies and provides secre-

tariat services to them, as well as to 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 by scheduling and helping
ensure the effective conduct of Board meetings. In carrying
out these tasks, the department helps promote open and
efficient channels of communications between the govern-
ing bodies, management, and staff. The department, in
cooperation with its counterpart office in the World Bank,
also organizes the arrangements for the Annual Meetings.

The Technology and General Services Department manages

and delivers services essential for the IMF's operation.
These include information services (information technol-
ogy, library services, multimedia services, records and
archives management, and telecommunications); facilities
services (building projects and facilities management);
general administrative services (travel management, con-
ference and catering services, and procurement services);
language services (translation, interpretation, and prepara-
tion of publications in languages other than English); and a
broad range of security and business continuity services
(covering headquarters security, field security, and infor-
mation technology security).

The IMF also has units attached to the Office of the Manag-
ing Director.

The Ofice of Budget and Planning advises the Executive
Board, Fund management, and departments on setting and
implementing the administrative and capital budgets. It is
also implementing the multiyear budgetary framework
reforms described above.

The Office of Internal Audit and Inspection contributes to the
internal governance of the Fund by providing independent
examinations of the effectiveness of risk management, con-
trol, and governance processes. It conducts about 20 to 25

audits and reviews a year-for example, examining the ade-

quacy of controls and procedures to safeguard and adminis-
ter Fund assets and financial accounts, assessing the
efficiency and effectiveness with which internal resources

are being used, evaluating the adequacy of management of
information technology, and ensuring that adequate physi-
cal and information security measures are in place.
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The mission of the Office of Technical Assistance Manage-
ment is to improve the effectiveness and availability of IMF
technical assistance to member countries. It is responsible
for (1) technical assistance policy development, implemen-
tation, and reporting, and (2) mobilization and manage-
ment of technical assistance resources.

I ndependent Eval uation 0ffice

The Independent Evaluation Ofice (IEO) was established by
the IMF Executive Board in 2001 with a view to increasing
transparency and accountability and strengthening
the learning culture of the IMF. The IEO is independent of
IMF management and staff, and reports regularly to the
Executive Board on its findings. Detailed information
on the IEO's activities, including its terms of reference,
work program, publications, and outreach efforts, is avail-

Governance and management of the IMF | 7

able on its website (www.imf.org/ieo).lnMay 2005,
Thomas A. Bernes was appointed to succeed Montek Singh
Ahluwalia as Director of the IEO, effective in lune 2005.

Mr. Ahluwalia, who had served as the IEO's first Director
since July 2001, resigned to become Deputy Chair of India's
Planning Commission.

During FY2005, the IEO completed evaluations of the
IMF's Role in Poverty Reduction Strategy Papers and the
Poverty Reduction and Growth Facility (see Chapter 4); the
IMF's role in Argentina (see Chapter 3); and IMF Technical
Assistance (see Chapter 6).

In the coming financial year, the IEO will evaluate the IMF's
approach to capital account liberalization, IMF assistance to
Jordan from 1989 to 2004, and, jointly with the World
Bank's Operations Evaluation Department, the joint
IMF-World Bank Financial Sector Assessment Program.
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ne of the IMF's purposes, stated in its Articles of
Agreement, is to "promote international mone-

tary cooperation through a permanent institution which
provides the machinery for consultation and collaboration
on international monetary problems."

The IMF promotes international cooperation first and fore-
most in the course of its work with its members. But it also

collaborates with other international organizations that
have different mandates and responsibilities, particularly
the World Bank, the World Trade Organization (WTO), the
United Nations and its specialized agencies, the Bank for
International Settlements (BIS), the Financial Stability
Forum, the Organization for Economic Cooperation and
Development (OECD), regional development banks, inter-
national standard setters, and intergovernmental groups.

International cooperation is even more essential in safe-

guarding the stability of the international monetary system

today than it was when the IMF was founded 60 years ago.

It is also essential in working to achieve the goals the inter-
national community has set for itself in recent years. These

include the work to further the agenda of the Doha Round
of trade negotiations at the WTO and to help the poorest
countries achieve the UN Millennium Development
Goals-work that is directly related to the IMF's mandate to
facilitate the balanced growth of international trade and to
promote the growth of real incomes. The IMF's role in the
international monetary system, and its division of labor and
collaboration with other organizations, are among the ques-

tions being considered in the Fund's current strategic
review, discussed in the Overview.

At the same time, the Fund has increasingly recognized the
need to communicate effectively with nonofficial groups
and the general public to enhance understanding of its
work and in recognition of the important role of trans-
parency in ensuring proper accountability. For example, the
International Monetary and Financial Committee, in its
communiqu6 of October 2004 (see Appendix IV), called
upon the IMF to "strengthen communications to markets
and the public of the IMF's policy messages while preserv-
ing its role as a candid and confidential advisor." The IMF's
External Relations Department coordinates and largely
organizes the Fund's efforts to communicate with nonoffi-
cial groups and the public, but the Executive Board, the

IMF's senior management team-the Managing Director,
First Deputy Managing Director, and two other Deputy
Managing Directors-and staff from all departments play
important roles. Central to the Fund's communications
work in recent years has been its transparency policy under
which it makes public the majority of official policy papers
and country documents discussed by the Executive Board
(see Annual Report, 2004, page 65).

Cooperation with other international organizations

Cooperation between the IMF and other international
organizations continued to be strengthened in FY2005.

Regiona I representation

The IMF's Offices in Europe (in Paris, Brussels, and
Geneva) and its Regional Office for Asia and the Pacific (in
Tokyo) maintain close ties with other international organi-
zations. Staff in the Paris Office liaise with the Group of Ten
(G-10), the OECD, the BIS, and the European Commission.
Additionally, they attend, on an ad hoc basis, meetings of
organizations such as the Financial Action Task Force
(FAIF), the European Parliament, and the Council of
Europe.

The Office in Geneva reports on the activities of Geneva-
based socioeconomic agencies, with particular emphasis on
the multilateral trading system and trade-related develop-
ments in the European Union, including the WTO, the
International Labor Organization, the UN Conference on
Trade and Development, the UN High Commissioner for
Refugees, the UN Office of the High Commissioner for
Human Rights, the World Health Organization, the UN
Economic Commission for Europe, and the Inter-
Parliamentary Union.

In FY2005, the Offices in Europe contributed to, among
other things, the Fund's work on the Doha Round of trade
negotiations; the international community's interim assess-

ment of progress toward the Millennium Development
Goals; the G-10's work on the financial position of the IMF;
and the work in the Office of the UN High Commissioner
for Human Rights on the role of human rights in develop-
ment strategies.
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The IMF's Regional Office for Asia and the Pacific is

responsible for enhancing surveillance and promoting the
IMF's initiatives in Asia, working with regional groups such
as the Asia-Pacific Economic Cooperation, the Association
of South East Asian Nations, the Asia-Europe Meeting, the
Pacific Islands Forum, the South Asian Association for
Regional Cooperation, the South East Asian Central Banks,

and the Executives'Meeting of East Asia-Pacific Central
Banks. In addition, the Office maintains close contact with
the Asian Development Bank, the UN Economic and Social

Commission for Asia and the Pacific, and the World Bank's

Office in fapan.

World Bank

The strong collaborative relationship between the IMF and
the World Bank has existed since their founding at the
Bretton Woods Conference of 1944. As mandated in their
respective Articles of Agreement and in a joint 1989

Concordat, the two institutions play important comple-
mentary roles in contributing to global economic stability,
growth, and poverty alleviation. Collaboration takes place

at all levels, including through regular meetings between
the IMF's Managing Director and the Bank's President
and joint visits by the two heads to several regions and
countries, consultations of senior staff members, joint mis-
sions by the staffs, the coordination of policy advice to
member countries, and information sharing. High-level
coordination of the two institutions also takes place at the
Annual Meetings of the Boards of Governors of the IMF
and the World Bank and twice yearly ministerial meetings.
Governors also convene during the semiannual meetings

of the Development Committee, which was established in
197 4 to advise the Boards of Governors of the IMF and
World Bank on critical development issues-including
trade and the environment-and on the financial resources

required to promote economic development in low-income
countries.

The two institutions continued to pursue joint initiatives
in FY2005 centering on the Millennium Development
Goals (MDGs), aid and aid effectiveness, debt sustainabil-
ity and debt reliei trade, financial sector reform, and
money laundering and combating the financing of terror-
ism. They worked together toward the common objective
of reducing poverty by stimulating economic growth and
providing debt relief through the Heavily Indebted Poor
Countries (HIPC) Initiative and the Poverty Reduction
Strategy process (see Chapter 4). In April 2005, they pub-
lished the second Bank-Fund Global Monitoring RePort, an

annual report that assesses progress on policies and actions
needed to achieve the MDGs. Bank and Fund staff are also

collaborating on enhancing the Fund's General Data Dis-
semination System (GDDS) to support the compilation of

MDG indicators. During the financial year, Fund and
Bank staff jointly wrote two papers for the Development
Committee on innovative modalities for financing the
MDGs and will present a third paper, on international
contributions (global taxes), at the September 2005 Annual
Meetings.

The IMF and the World Bank have consistently supported
the Doha Round of multilateral trade negotiations follow-
ing the failure of discussions at the last ministerial meeting
of the WTO in Cancfn, Mexico, in September 2003. They
have also cooperated in monitoring financial system stabil-
ity, especially through the Financial Sector Assessment Pro-
gram (FSAP; see Chapter 2), introduced in 1999, which
aims to increase the effectiveness of efforts to promote the

soundness of financial systems in member countries.

United Nations

The IMF works closely with the United Nations through
the Special Representative of the Fund to the UN and
through other extensive institutional contacts. The man-
date of the Special Representative, who operates out of the
Fund Office at the United Nations in New York, is to foster
communications and cooperation between the IMF and
the UN. The most prominent functions of the UN Office
include making the IMF's views known, providing input
for the deliberations at the UN on IMF-related issues,

keeping the IMF informed of major developments within
the UN system, and facilitating cooperation between the

two institutions.

During FY2005, the IMF continued to collaborate with the

UN, in particular in the follow-up to the 2002 Monterrey
Consensus, and in supporting the efforts of member coun-
tries to achieve the Millennium Development Goals. For

instance, Deputy Managing Director Agustin Carstens and a

number of the Fund's Executive Directors participated in
the April 2005 meeting,'Achieving the internationally
agreed development goals, including those contained in the
Millennium Declaration," of the UN Economic and Social
Council (ECOSOC) with the Bretton Woods institutions,
the WTO, and the UN Conference on Trade and Develop-

ment. UN participants were broadly supportive of the
Fund's work in low-income countries, and the President of
ECOSOC urged continued cooperation among the UN
agencies and the international financial institutions in sup-
port of developing countries.

World Trade 0rganization

Collaboration between the IMF and the WTO takes place

formally as well as informally, as outlined in their Coopera-

tion Agreement signed in December 1996. Under the Coop-
eration Agreement, the Fund has observer status at WTO

96



meetings and regularly attends formal meetings of many
WTO bodies. Fund staff contribute to the work of the WTO
Working Group on Trade, Debt, and Finance, and regularly
participate in meetings of the WTO Committee on Balance

of Payments Restrictions and in the WTO-led Integrated
Framework for Tiade-Related Technical Assistance. The

Cooperation Agreement has worked well with respect to the

sharing of documents and reciprocal observer status, and
has facilitated frequent and productive cooperation at the
staff level.

lnternational standard setters

The Fund's work in assessing standards and codes and pro-
ducing Reports on Standards and Codes (ROSCs) for its
members enables it to collaborate with standard setters,

providing them with views from the Fund's global member-
ship. Recent examples of this collaboration include

r following up with the Basel Committee and International
Association of Insurance Supervisors (IAIS) on the issues

raised in the staff paper "Financial Sector Regulation-
Issues and Gaps" (see Chapter 2);

r working with the IAIS to develop methods for assessing

the solvency of insurance companies;

r participating in the Basel Committee initiative to update

the Basel Core Principles for Effective Banking Supervi-
sion (issued in 1997) to reflect subsequent guidance and
Basel II developments; and

r collaborating with the Committee on Payments and Set-

tlement Systems in formulating general guidance for the
development of payments systems and principles for pay-

ments systems for remittances.

I nternational Tax Dialogue

Founded in 2004, the International Tax Dialogue (ITD), a

joint initiative of the IMR the World Bank, and the OECD,
is designed to bolster cooperation among tax officials
throughout the world. The Fund's involvement reflects its
responsibility for promoting sound macroeconomic poli-
cies, including in the fiscal area, and the importance of
ensuring that tax systems enable revenues to be raised to
finance necessary government expenditures in ways that are

nondistortive and equitable and that allow untoward
deficits to be avoided. The ITD's website (www.itdweb.org)

provides information on key issues in tax policy and
administration and on tax laws and practices around the
world.

In March 2005, the ITD organized its first global confer-
ence, which took place in Rome, hosted by the Italian Min-
istry of Economy and Finance. The conference brought
together tax officials from more than 100 countries and

Cooperation, communication, and outreach I i

international organizations for the discussion of rssues

related to the value-added tax (VAT), with a particular focus

on the need to combat fraud, ease administrative burdens
for businesses, and explore means to improve international
cooperation.

External communication and outreach

The IMF's external communication activities are of three
broad types:

r Media relations-communicating through the media via
articles and letters to the editor as well as briefings, inter-
views, and other contacts with journalists;

r Publishing-encompassing both electronic and print
products (Box 8.1);

r Outreach-communicating and meeting with parliamen-
tarians, civil society organizations (CSOs), the private
sector, the general public, and, in some cases, officials of
government agencies that are not traditionally interlocu-
tors ofthe Fund.

0utreach to pa rliamentarians

Outreach to nonofficial groups is an integral part of IMF
country work, and the IMF's dialogue with parliamentari-
ans plays a particularly important role in these efforts, given
their roles as decision makers and elected representatives.
The IMF has expanded its outreach to parliamentarians in
recent years, in accordance with the high priority given to
this activity by both management and the Executive Board.
The objective has been to familiarize parliamentarians with
the work of the Fund, learn their views and concerns, and
explain the rationale for IMF advice.

IMF staffteams often meet with key parliamentarians dur-
ing country visits, and resident representatives also do so

from time to time. In addition, the IMF has conducted
single-country and regional seminars, including capacity-
building seminars; participated in workshops/conferences
organized by umbrella parliamentary groups; and hosted
delegations of parliamentarians visiting Washington, D.C.,
where the IMF has its headquarters.

Country seminars. Single-country seminars such as those in
Tanzania (October 2004), Cambodia (March 2005), Timor-
Leste (March 2005), and Mongolia (April2005) focus on
the specific challenges facing a country. Multicountry
regional seminars-for example, Ioint Vienna Institute
seminars (since 1995) and the seminar with the Central
African Economic and Monetary Community (fanuary
2005)-help identifr common themes and draw policy
lessons across a group of countries. Demand is growing for
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capacity-building seminars for parliamentarians and their
staff on macroeconomic policy issues, especially those
involving legislative actions.

Participatiotr in workshops/conferences by unrbrcllo
parliamentary groups. The IMF has a well-established rela-
tionship with the Parliamentary Network on the World
Bank, and its mar.ragement and staff participate in the
annual conference, regional events, and field visits. IMF
staff have also attended meetings organizecl by the Inter-
Parliamentary Union, the Global Organization of Parlia-
mentarians Against Corruption, Parliamentarians for

Global Action, the Parliamentary Centre, and the Con.r-

monwealth Parliamentary Association.

Vkiting delegations ol-parlittnrcntorians. The number of par-
liamentary delegations visiting the IMF has been increasing.
Most visits are by delegations from single countries, but
many are multicountry. Typically, the staff and Executive
Directors'offices work togetl.rer to organize meetings and
briefings, which sometimes include management. For
example, the U.K. Treasury Select Committee and the U.K.
International Devekrprnent Committee visit the IMF annu-
ally and meet with the Managing l)irector and senior staff.

@ Disseminating information: the IMF's publishing operations and website

Ihe IMF publishes a wide variety of material

target€d at a broad range of readeships. Many

of the Fundl publications are available both in

prlnt and on the lMFs websile (www.imf.org).

r ln recent y€ars, the IMF has released a

growlng number of reports and other coun-

try documonts covering economic and

flnanclal developments and trends in

member countries. Each report, prepared

by a st8fi tgam after discussions with offi-

cials of the country, is published at the

opton of the member.Ilis series includes

Artlcl€ lV Reports, Reports Related t0 Use

of IMF Resources, Selested lssues papeE,

Recent Economic Developments, and Sta-

tisucal Appendixes.

r lhe IMF's Annual Repoft, provides a com-
prshensive look at the lMPs activities in

oach flnanclal year and is designed to be

used as a reference tool.

r lie Annual Report on Exchan*e Arnnge-

ments and Exchantb Restflctions presents

lntormation on the exchange and trade

systems of the IMF'S member countries in a

tabular format.

t The World Economic 1utlook and lhe

Global Financial Stability Report (GFSR)

are the main vehicles through which the

IMF publiclzes its Slobal surveillance find-

ings and some of its most significant ana-

lytical work.

r lhe Fund publlshes perlodical reports on

Its actlvltl€s and extornal developments

that lnfluence lts actlvlties. ln FY2005, it
publlshod tho 29th edluon of se,ected

Dec/s/ons and Selected Documents of the

lnterna{onal Monetary Fund and Volum€ lll

ol Currcnt Developments ln Monetary and

Flnanclal lrw,

. Staff research on the international mone-

tary system and other topical subjects is

published in IMF Staff Papers, a quarterly

journal; the quarterly newsletter /MF

Research Bulletin; the IMF Working Papers

series; the 0ccasional Papers series:

books; and various other publications.

r IIe Fund's Dissemination Standards

Bu lletin Board (hftp://dsbb. imf .org/
App I i c atio ns/ w e b/ dsbbhon eA p rovides

links to the data and statistical websites of

SDDS subscribers and GDDS participants

and presents, in a userfriendly format

comparable across countries, comprehen-

sive information on the methods and prac-

tices behind the compilation and

dissemination of such data.

. lnternational Financia, Statistics (,FS),

produced monthly, provides updated

financial information from countries

around the world; the IMF's Statistics

Department also produces a yearbook

containing annual data over 12 yean for

the countries covered in the monthly

publication.The IFS database is available

online to subscribers. other statistical
publications include the Balance of Pay-

ments Statistics Yearbook, Govemment

Finance Statistic s Yeafiook, and Diection

ofTrade Statistics (quarterly and yearbook

issues).

r Guides and manuals published by the

Fund cover a variety of subjects, such as

balance of payments statistics and compi-

latlon, external debt statlstics, foreign

dlrect investment trends, and the producer

price lndex.

r Ihe biweekly newsletter /MFSurvey

reports on cunent IMF policies and activi-

ties, and its annual companion, /MF,n

Focus, seeks to offer a clear, concise pic-

ture of how IMF policies and operations

have evolved.

r Pamphlets such as What /s the Mn and

IMF Technical Asslstance are written for the

nonspecialist, as are factsheets and issues

briefs posted on the lMFl website, which

aim to explain key aspects of IMF opera-

tions and policies.

r lhe quarterly magazine Finance and

Development (F&D) and the Economic

lssues series (pamphlets on broad eco-

nomic subjects related to the Fund's areas

of expertise) are written in nontechnical

language and aimed at disseminating

information on topical subjects to nonspe-

cialists.

r Op-eds in publications worldwide and

speeches published on the external web-

site offer broad overviews of the IMF and

its policies.

r An on-line, quarterly Civil Society lvewslet-

te t (www. i mf . o rg,/ exte r n a I / n p/ ur/ cs/
eng/index.asp) covers IMF activities and

issues of particular interest to civil society

organizations.

r Videos about the work of the IMF are avail-

able to interested media, educational instl-

tutions, and social organizations, and are

also used in recruitment activities.

! Educational material is available from the

IMF Center and al www. i mf .ort /econed.

Ihe IMF Center hosts a permanent exhlbl-

tion 0n the international monetary system

and temporary exhibitions on related sub-

jects and is open to the general public

daily, from Monday to Friday,
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Also, members of the NATO Parliamentary Assembly vis-
ited IMF headquarters in early 2005.

En gaging civil society orga n izations

The IMF is an important focus of the work of many civil
society organizations (CSOs)-nongovernmental organiza-
tions (NGOs), labor unions, and faith-based organizations.
CSOs have highly diverse interests at both the global and
the national levels.

In interactions with CSOs, perennial global issues include
the social and environmental implications of IMF advice;
poverty reduction; the IMF's approach to human rights;
governance and transparency; program conditionality; and
the voice and representation ofdeveloping countries in the
IMF and the World Bank.

Contacts take a wide variety of forms-meetings, seminars,
and consultations with IMF management, Executive Direc-
tors, and staff at IMF headquarters and worldwide. A series

of Civil Society Dialogues, organized in parallel with the
Annual and Spring Meetings of the IMF and the World
Bank, covers a wide range of topics. CSOs are frequently
invited to contribute to reviews of the IMF's policies, by
attending seminars or by providing comments on papers

posted on the external website.

The IMF maintains a dialogue with the international labor
rnovement, represented mainly by the International Confed-
eration of Free Trade Unions (ICFTU) and the World Con-
federation of Labor (WCL), through workshops, regional
seminars, and leadership meetings held in Washington,
D.C., often jointly with the World Bank. The IMF and the
World Bank agreed with the ICFTU and WCL in 2002 to
hold leadership meetings bienniall5 with staff-level meet-
ings on particular issues to be interspersed between them.
The second such leadership meeting, held in October 2004,

included about 80 leaders of national and international
confederations of unions, representing nearly 200 million
workers worldwide.

A highlight of communication with/aith-based organizations
in recent years has been the dialogue with the World Council
of Churches (WCC), the main interdenominational organi-
zation ofProtestant churches. Founded in 1948, it counts
among its membership churches with more than 400 million
adherents. The dialogue began with an IMF initiative in
2000, in response to critical public statements by the WCC
about the IMF and the World Bank, and has continued since

then, focusing mainly on poverty reduction and develop-
ment issues. In October 2004, following management-level
meetings at WCC headquarters, the leaders issued a joint
statement in which they concluded that the areas of com-
mon ground are large and significant, and that, although
there remain significant differences, the three institutions
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should find more effective ways to work together. The dia-
Iogue would continue, and would, in the period ahead, focus
on country case studies and specific topics.

At the national level,IMF country teams, resident represen-
tatives, and regional offices in Europe and Asia and the
Pacific, increasingly recognize the importance of more sys-

tematic engagement as a means of, among other things,
understanding CSO views and building consensus and
ownership of sound policies. In low-income countries, the
participatory nature of the Poverty Reduction Strategy
Paper process creates the expectation that governments will
consult with civil society, and IMF staff are often invited to
participate. According to an internal staff survey in2002,
69 percent of IMF missions had contacts with labor unions
or other labor representatives at least once in the previous
two years, for the purposes of hearing the views of labor
unions and explaining and discussing IMF poliry advice.
The IMF, after consultation with CSOs, produced a Guide

for Staff Relations with Civil Society Organizations, pub-
lished on the external website to assist staff-and CSOs-
to develop a more productive relationship.

In addition, the IMF established a Civic and Community
Relations Office in 1994 to strengthen its outreach and
assistance to the Washington, D.C., community, where the
IMF's headquarters are located, as well as in communities in
developing countries, including through charitable dona-
tions (Box 8.2).

lntegrating communications and operations

IMF staff have increasingly reached out to diverse interested
groups and to the general public when preparing policy
proposals and reviewing policy experience. The following
are some examples of the IMF's communication and out-
reach activities during FY2005.

r The 2004 Biennial Surveillance Review (see Chapter 2)
made extensive use of interviews, surveys, and workshops
not only with country authorities but also with financial
market participants, think tanks, other nongovernmental
experts and observers, and the media.

r An extensive and systematic program of outreach has

been undertaken in support of the IMF's efforts to assess

and explain its work in low-income countries. During
FY2005, IMF staff participated in a variety of activities,
including conferences and seminars where IMF policies
or initiatives were the focus of discussion. Examples
include two IMF-sponsored conferences in Africa on the
review of program design and Fund participation in sem-
inars in Accra, Berlin, and Paris on debt sustainability. A
recent innovation was the organization of events for
CSOs in Washington, D.C., around the time of the Octo-
ber 2004 Annual Meetings.
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@*. tMF civlc and community Relations office

IIe IMF Civic and Community Relations office

coordinates the IMF's efforts to be a good

neighbor and responsible civic entity through

Civic Program charitable giving, ,Ny0lyE

employee volunteerism, and Community Rela-

tions local outreach and partnering.

appeals for victims of the lndian ocean

tsunami, hurricanes in the Caribbean, and

other humanitarian emergencies in Paraguay,

Russia, and Sudan, raising $360,000.The

IMF matches employee donations to appeals,

as well as the annual giving campaign, by

50 percent.

INV,LVE, the acronym for lnternational Volun-

teer Venture, encourages IMF employees,

retirees, families, and friends who join to par

ticipate in 65 local projects yearly t0 clothe

and mentor poor children, feed the homeless,

and repair homes of the elderly, or participate

in the annual, citywide "Help the Homeless

Walkathon" and the'D.C. Cares Servathon:'

Community Re/ations partners with peer

organizations and matches local needs with

the IMF's ability to help. ln ff2005 it pro-

vided facilities for meetings of community
groups, such as the D.C. Children and Youth

lnvestmentTrust sponsored by the mayor's

office. The IMF contributed substantially to

local charities, including the D.C. Housing

Trust Fund, D.C. Central Kitchen, St. Mary's

Court senior citizens home, and adjoining

neighborhood beautification programs. Annu-

ally, the IMF organizes a popular one-week

summer camp for innercity children.

Financial asslstance

Outreach is perhaps most important
in countries that are using IMF
resources. The 2002 Conditionality
Guidelinesr indicate that staff
should encourage national authorities
to broaden the base of support for
sound policies to enhance the likeli-
hood of successful program imple-
mentation. In low-income countries
receiving fi nancial assistance under
the Poverty Reduction and Growth
Facility, the preparation ofthe
Poverty Reduction Strategy Paper

provides a mechanism for public con-
sultation lly the authorities.

Mission teams and resident represen-
tatives increasingly devote time and
resources to outreach as programs
evolve. These staff members are in a

position not only to explain IMF
views and policy advice but also to
listen to the concerns ofnonofficial
groups and to help shape program
design in a way that strengthens
country ownership.

Activities in both the IMF host city of Washing-

ton, D.C., and developing countries give prior-

ity to nonprofit programs that address urgent

social problems and help the neediest

become self-sufiicient-echoing IMF work to

improve lives in member countries. The

budget ($703,734 in FY2005) is for humani-

tarian purposes only and is separate from the

financial assistance the IMF provides to

member countries.

fhe IMF Civic Progran gives grants and sur-

plus property to charities, guided by an advi-

sory committee of 12 representatives drawn

from staff, spouses/partners, retirees, and

INVoLVE volunteers. (See guidelines and past

recipients al www. imf .org/ extern al/ np/ cpac/

cpindex.htm.)

During FY2005, IMF management presented

donations to charities in Angola, Burkina

Faso, Equatorial Guinea, Gabon, lndia,

Nigeria, Senegal, and Uganda. Staff initiated

Surveillance

Outreach is an integral part of the IMF's country and
regional surveillar.rce process. While the focus of Article IV
consultation missions (see Chapter I ) is on communica-
tion between member country officials and staff mission
teams, staff teams' statements at the cclnclusion of Article
IV missions, as well as press conferences, press releases, and
Public Information Notices (PINs) issued by the Executive
Board after its discussior.rs of Article IV consultations are

used-with the country's agreement-to publicize and
explain the findings of the surveillance and to inform
markets. The IMF's Media Ilriefing Center is used to dis-
seminate, under embargo, web-streamed press briefings to
journalists. The IMF's Offices in Europe and Asia maintain
relations with local rnedia. Country teams often place
op-eds and letters to the editor in local newspapers to
explain country-specific and regional issues. In addition,
interaction with parliamentarians, the private sector, and
CSOs, including labor unions and faith-based organiza-
tions, has become more important for improving the IMF's
understanding of specific issues as well as for explaining
IMF views.

Standards and codes

The IMF has undertaken a number
of initiatives to make member coun-
tries aware of intenlational standards

and codes and to encourage compliance with them, includ-
ing by providing technical assistance when needed. Nearly
75 percent of the summary assessments, known as Reports

on the Observance of Standards and Codes (ROSCs), have

been published. Documents setting out standards and codes

are published on the IMF's external website, and some are

also available in print.

The IMF's external website provides a venue for experts
outside the institution to contribute to the IMF's work
on statistical issues. Drafts of statistical manuals are

posted for comment, and the IMF hosts discussions on
statistical topics such as the treatment of nonperforming
loans and pension schemes in macroeconomic statistics.
In recent years, the IMF has stepped up publication and
distribution of statistical manuals and guides in multiple
languages to promote standardized methodologies and
policies. It is a member of, or has observer status in, a

number of standard-setting bodies. IMF representatives

I Sec rrlvrr,. irrrl. or.g / c xt c n nl / n p / p Ll r / c on d / 200 3 / er g/0 5080 3. h n n and
u,wtv. i n r.l. o r g/ t rt t n n I / n p / p d r / c o tul/ 200 2 / e n g/ gu id / 09 2 30 2. h t n.
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attend meetings of the Financial Stability Forum and, in
October 2004, the Fund was invited to become a full
member of the International Association of Insurance

Supervisors.

The Fund has continued to strengthen its regional outreach

effort, which has been integrated with technical assistance,

in data dissemination initiatives. Fund staff conducted sev-

eral regional outreach seminars and workshops in FY2005

to promote subscription to the Special Data Dissemination

Standard (SDDS) and participation by countries in the

General Data Dissemination System (GDDS).

In 2005, for example, the Fund conducted seminars and

workshops on international standards related to anti-

money-laundering and combating the financing of
terrorism initiatives, as well as on the data template on

international reserves.

Conferences on policies and research

The IMF also holds workshops and seminars for officials in
member countries to disseminate the results of its research

and to seek feedback. Its annual research conference, in

November 2004, focused on policies, institutions, and insta-

bility. In October 2004,it cohosted, with the Bank Negara

Malaysia, a high-level conference in Kuala Lumpur on the

Fund's role in supporting financial sector development in
Asia, and in December 2004 it cosponsored, with the Cen-

tral Bank of West African States (BCEAO), a seminar on

trade and regional integration in Africa. And in January
2005, it invited representatives from a wide variety of agen-

cies involved in HIV/AIDS work to a workshop, in an effort

to raise their awareness that IMF-supported programs do
not specifr hard budget ceilings on health care spending

and to counter misperceptions that its policy advice hinders

the disbursement of funds that are becoming available for
combating HIV/AIDS.

Role of IMF management

In early August 2004, at the conclusion of a trip to Africa,

Managing Director Rodrigo de Rato affirmed that the IMF
was committed to helping the region raise economic
growth to attain the UN Millennium Development Goals.

During his week-long visit he met with African leaders,

parliamentarians, and representatives of civil society to

discuss issues ranging from increasing Africa's voice and

participation in the IMF to improving governance in the

oil sector. On September 8-9, the Managing Director
returned to sub-Saharan Africa to attend the African
Union's Extraordinary Summit on Employment and

Poverty Reduction in Africa, held in Ouagadougou, Burk-
ina Faso. In his address to the summit, Mr. de Rato identi-
fied three priority areas for the IMF in the region: making

Cooperation, communication, and outreach

IMF financial assistance more flexible and responsive;

sharpening the IMF's role in countries that do not need the

institution's financial assistance, including through policy
advice and technical assistance; and reinforcing the IMF's

analysis and assistance in support of Africa's regional inte-

gration initiatives. On the sidelines of the summit, the

Managing Director met individually with nine heads of
state or government to listen firsthand to the challenges

they face and their views on what the IMF can do to com-

bat poverty on the continent.

Also in September 2004, Mr. de Rato traveled to Santiago,

Chile, to attend the Eleventh Annual Finance Ministers'
Meeting of the Asia-Pacific Economic Cooperation
(APEC). Participants, including senior officials from APEC

economies, business leaders, and academics, agreed to pro-
mote structural reforms in APEC's 2l member economies

and, to this end, to set up a steering committee within
APEC to formulate structural reform measures and moni-
tor implementation.

IMF management also worked with governments and other

international agencies to assess the financing needs for
reconstruction in the areas devastated by the December

2004 tsunami in the Indian Ocean. The IMF offered emer-

gency assistance on the order of $ I billion and sent teams to

the region to evaluate financing and support needs in indi-
vidual countries. The Managing Director toured the worst-

hit region of Aceh in northern Sumatra in fanuary 2005.

While in Indonesia, Mr. de Rato attended the Special

ASEAN Leaders' Meeting on the Aftermath of the Earth-
quake and Tsunami, and met with regional and interna-

tional leaders, including UN Secretary General Kofi Annan,
then-World Bank President Iames Wolfensohn, and Asia

Development Bank President Thdao Chino.

The IMF's Deputy Managing Directors also attended

many conferences, meetings, and seminars throughout the

course of the year. In June 2004, First Deputy Managing
Director Anne O. Krueger traveled to Vienna, Austria, to

deliver a speech and participate in the conference "60 Years

of Bretton Woods: The Governance of the International
Financial System-Looking Ahead." She then traveled to
Basel, Switzerland, to attend the 74th Annual General

Meeting of the Bank for International Settlements. In
November 2004, Ms. Krueger delivered a keynote address

at the Bankers'Conference 2004 in New Delhi, India, and

in December 2004 she addressed the IMF Seminar on

Trade and Regional Integration in Africa, held in Dakar,

Senegal. Ms. Krueger also visited Sri Lanka and Maldives,

two of the countries hard hit by the tsunami, in lanuary
2005.

In October 2004, Deputy Managing Director Agustin

Carstens traveled to Kuala Lumpur, Malaysia, to deliver a

speech at the High-Level Conference on Financial Sector
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Issues in Emerging Markets in Asia and the Role of the IMF
He proceeded to Geneva, Switzerland, to participate in the
WTO Council Meeting, and then to Madrid, Spain, to
attend the Sixth Annual Conference on Latin American
Countries Risk.

In October 2004, Deputy Managing Director Thkatoshi
Kato traveled to Nairobi, Kenya, to participate in a Fund-
sponsored seminar, "Growth and Poverty Reduction-
Lessons from Africa, China, and India." In November 2004,
he delivered opening remarks at the 2004 APEC Finance
and Development Forum in Hainan, China.

Executive Board's evaluation of external
communications

In March 2005, the Executive Board discussed a paper pre-
pared by the External Relations Department (EXR) on
"Integrating IMF Communications and Operations."2 The
Board discussion was the fourth on the IMF's communica-
tions strategy (the first was in 1998). These four discussions
have supplemented and reinforced the separate Board
reviews and updates of the IMF's transparency poliry, which
set the guidelines for the types and extent of information
that the Fund may release publicly.3

Overall, Executive Directors felt that the IMF continues to
pursue a reasonably balanced communications strategy,
aimed, first and foremost, at strengthening the global
constituency for sound and transparent policies, while
enhancing the persuasiveness and thereby the effectiveness
of IMF policy advice. The discussion also provided sugges-
tions on various aspects of the IMF's communications
strategy, which were to be implemented taking into
account the ongoing development of the IMF's medium-
term strategy,

Directors agreed that a key medium-term objective of the
IMF's communications strategy should be better coordina-
tion and integration of communications activities with the
IMF's operations, both in country work and in broader pol-
icy design and implementation. Directors supported closer
collaboration between area departments and EXR in devel-
oping and implementing regional and country communica-
tions plans. To ensure that such plans are adapted to each
country's circumstances and priorities, they should be
designed and executed with the support of Directors and
national authorities.

2The text of the paper is available at www,imf.org/external/np/exr/docs/
2005/020805.htm.

3See Public Information Notice (PIN) No.03/122,"IMF Reviews the Fund's
Transparency Policy-lssues and Next Steps]' www.imf.org/external/np/sec/
pn/2003/pn1j122.htm.

Many Directors saw regional offices and resident represen-
tative offices as having a crucial supportive role, but stressed
the importance for effective communication of close coor-
dination among mission chiefs, department heads, and
management. Directors also saw a continuing role for
themselves in external communications activities, in their
capacity both as officials of the IMF and as country repre-
sentatives. In this regard, they viewed Directors'group
travel as continuing to provide a further vehicle for out-
reach, both to inform member countries about the IMF and
its policies and to listen to the authorities and civil society.

Directors generally agreed that communications planning
and activities in the context of IMF-supported country pro-
grams remain a particular priority. In this context, commu-
nications should continue to focus on the authorities'own
efforts, to reinforce country ownership of economic policy
programs. Directors recommended that the authorities be
consulted closely when planning in-country communica-
tions and supported the emphasis on enhancing communi-
cation with national parliamentarians whenever judged
appropriate by the authorities.

Directors saw considerable scope for the IMF to convey its
surveillance findings more widely and effectively, Additional
emphasis on communications related to surveillance would,
in many cases, need to rely primarily upon area department
staff, with support from EXR. A number of Directors
pointed to the benefits of making summaries of surveillance
analysis and findings, as well as program documentation,
available in local languages. They noted the potential bene-
fits and opportunities for wider communication, as well as

the additional costs that would be associated with an expan-
sion of non-English materials. In this regard, Directors wel-
comed the recent formation of a working group of
Directors and staff to consider issues related to the publica-
tion of material on the IMF's external website in languages
in addition to English.

Progress made by the international community toward
achieving the Millennium Development Goals (MDGs) will
be a subject ofspecial interest in the period ahead. In this
context, the IMF's commitment to helping countries make
progress toward the MDGs needs to be emphasized, and
clear communications will be key to effective signaling in
low-income countries, in line with the IMF's own ongoing
deliberations on its role in these countries. At the same
time, Directors noted that the IMF is only one among sev-
eral partners in the achievement of MDGs, and its commu-
nications strategy should avoid contributing to excessive

expectations.

Directors were of the view that, notwithstanding the major
advances made in improving public understanding of IMF
policies, the mission of the IMF is still not as readily recog-
nizable or understood as that of some other international
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organizations. Publishing and outreach activities aimed at

explaining the work of the IMF to journalists, parliamentar-

ians, civil society, and the general public will therefore
remain of considerable importance. A further area identi-
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fied for strengthening outreach is contacts with the private

sector. Directors also noted the important role of the Inde-
pendent Evaluation Office in the Fund's outreach and com-
munications activities.
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APPENDIX I !

I nternational reserves

Total international reserves, including gold, increased by 15 percent during

2004 and stood at SDR 2.7 trillion at the end of the year (Table 1.1). F0reign

exchange reserves, which constitute the largest component of ofiicial reserve

holdings, grew by 18 percent, to SDR 2.4 trillion. IMF-related assets, which

make up the rest of nongold reserves, declined by 12 percent to SDR 76 bil-

lion, reflecting the recent decline in outstanding credit to member countries.

The market value of gold held by monetary authorities decreased by 1 per-

cent to sDR 254 billion in 2004.1

Foreign exchange reserves

Foreign exchange reserves comprised 97 percent of nongold assets at the

end of 2004. Developing countries held 65 percent of all foreign exchange

reserves (SDR 1.6 trillion) at the end of 2004, increasing their holdings by

22 percent. During 2004, foreign exchange holdings of industrial countries

rose by 12 percent to SDR 845 billion.

ln 2004, the foreign exchange assets of the oil-exporting developing coun-

tries, which amount to 8 percent of all developing countries'foreign exchange

reserves, increased by 18 percent to SDR 133 billion. Foreign exchange

reserves of the net creditor developing country group rose by 15 percent, to

SDR 282 billion, and those of net debtor countries grew by 23 percent t0

SDR 1.3 trillion. Foreign exchange reserves of net debtors without debt-

servicing problems increased by 25 percent to SDR 1.1 trillion, while those

of countries with debt-servicing problems increased by 15 percent to

SDR 178 billion.

Holdings of IMF-related assets

During 2004, total IMF-related assets (that is, reserve positions in the IMF

and SDRs) declined by 12 percent, following three years of increase. Mem-

bers'reserve positions in the lMF-which consist of members'reserve tranche

and creditor positions-declined by 16 percent to SDR 56 billion, while the

SDR holdings of IMF members remained at SDR 20 billion.The decline in the

reserve positions was attributed mostly to industrial countries, which account

for more than three-fourths ofthe reserve positions and SDR holdings.

Gold reserves

The market value of gold reserves declined by 1 percent to SDR 254 billion

in 2004, reflecting a 1 percent decline in the physical stock of official gold.

The share of gold in officially held reserves declined gradually to I percent

lofficial monetary authonties comprise central banks and also currency boards,

exchange stabilization funds, and treasuries, to the extent that they perform monetary

authorities' functions.

by the end ol 2004, whereas in the early 1980s gold represented about half

of all ofiicially held reserves. Most of the gold reserves (82 percent) are held

by industrial countries: gold constituted 19 percent of these countries'total

reserves at the end of 2004. Gold reserves accounted for 3 percent of the

total reserves of the developing countries.

Developments during the first quarter of 2005

During the first quarter of 2005, total reserve assets rose by SDR 125 billion

and foreign exchange reserves by SDR 131 billion. Reflecting the decline in

the physical stock of gold since the end of 2004, the market value of gold

reserves decreased by nearly SDR I billion, and holdings of IMF-related

assets declined by SDR 5 billion.

Currency composition of foreign exchange reserves

The currency composition of foreign exchange reserves has changed gradu-

ally over the past decade, with the share of U.S. dollar holdings in foreign

exchange reserves rising from 59 percent in 1995 to 71 percent in 1999,

and remaining broadly stable in 2000 and 2001 (Table 1.2).2 ln 2002,how'

ever, the share of U.S. dollar holdings sharply declined to 67 percent, driven

by the fall in the value of U.S. dollar holdings and a reduced share of U.S.

dollar assets in net purchases of reserves (Table 1.3). over the subsequent

two years, the dollar share remained at a similar level. While the official

reserves held in U.S. dollars picked up strongly over these two years-

accounting for more than 80 percent ofthe quantity increase in official

reserve holdings-this was offset by the weakening of the U.S. dollar vis-d-vis

other major currencies (see the last paragraph for details).

The euro, which replaced 11 European currencies and the European currency

unit (ECU) on January 1, 1999, accounted for 25 percent of total foreign

exchange reserves in 2003 and 2004, higher than its average in preceding

years. Given that, at the introduction ofthe euro, the euro system's reserves

previously denominated in euro-legacy currencies3 became domestic assets

of the euro area, the share of the euro in 1999-2004 is not directly compa-

rable with the previous years'combined share ofthe four euro-legacy curren-

cies identified in Table 1.2: deutsche mark, French franc, Netherlands guilder,

and private ECU.

The share ofthe Japanese yen in total foreign exchange reserves declined

from 7 percent at end-1995 to 4 percent at the end of 2004, During the

past decade, the share of pound sterling has been in the 2-3 percent range,

The currency composition data in the 2005 Annual Report are not directly compara-

ble to the information in previous annual reports owingto data revision. SeeTable 1.2

for details.
3those foreign exchange reserves that, up to December 31, 1998, were denominated

in the former national currencies ofthe euro area countries and private ECUS.
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Table 1.1 0fficial holdings of reserve assetsl

(ln bilhons ofSDRs)

1999 2000 2001 2002 2o03 2004
March
2fi)5

All countrlcs
Total reserves excludtng gold

Fund-related assets

Reserve posrtrons rn the Fund

SDRS

Subtot.l, IMF-rclatcd rsscts
Forergn exchange

Tot l rcs.rvcs Grcludln! lold
Gold2

Quantrty (mrllrons of ounces)
Value at London market price

54.8
18,5
13.2

1,299,6
1,372.8

47.4
18.5
65,9

7,490.2
1,558.1

vb /.1
204.5

1,577.3

952 7

200,6
1,756.6

942.8
201.4

1,916.9

56.9
196
78.4

1,633.1
1,709.s

66.1
19.7
85.7

7,177.0
1,856.7

930.6
234.6

2,091.3

66.5
19.9
86.4

2,037.5
2,123.9

913.1
256 4

2,380.3

55.8
20.3
78.1

2,407.2
2,483.3

900.2
253.9

2,737.2

50.7
20.2
70.9

2,538.4
2,809.3

894.1
253.0

2,88i2.3

lndustrlal countrlcs
Total reserves excluding gold

Fund-related assets

Reserve posrtrons rn the Fund

SDRs

Subtot l, lMF.rolatcd .sscts
Forergn exchange

Totrl rcscrurs cxcludln! !old
Gold2

Quantity (mrlhons of ounces)
Value at London market pnce

Tot l rosorvcs lncludln8 gold

46.8
74.7
81.5

528.7
590.2

53.7
15.8
69.5

661.s
731,0

52.6
15.3
67.9

752.3
820.2

43.6
15.3
58.9

845.4
904.3

810.4
771.4
761.6

39.7
14.4
54.1

602.0
656.1

796 5
167 8
823.9

47.0
16.0
82.9

626.8
689.7

783.5
772.4
882.1

769.8
194.1
925.1

754.3
2t7.8

1,032.0

740.6
208 I

1,113.2

38.9
74.1
sit,0

860.3
913.3

735 3
208.1

I,121.3

ocvcloplng countrlcs
Total reserves excluding gold

Fund-related assets

Reserve posrtrons rn the Fund

SDRs

Forergn exchange

Tot l rcscrvcs rxcludln! 6Old
Gold2

Quantity (mrllrons of ounces)
Value at London market pnce

Tot l rcacrvcs lncludlng Sold

8.0
aa

LL,I
770.9
782.8

156.6
33 1

815.8

7.7
4.r

11.8
888 2
899.9

9.9
36

13.5
1,006.3
1,019.8

759.2
35.0

1,054.8

723
3.9

16.2
1,109.5
1,125.7

160.7
40.5

1,166.2

13.9
46

18.5
7,285.2
1,303.7

158.8
44.6

1,348.3

72.2
5.0

17.2
1,561.8
1,579.0

159.6
450

1,624.1

17.7
6.1

17.9
1,678.1
1,896.0

158.8
44.9

1,740.9

155 6
32.8

932.7

Nct dcbtor dcvcloplng countrlcs
Total reserves excluding gold

Fund-related assets

Reserve posrtrons rn the Fund

SDRs

Subtotrl, IMF-rGlrtcd lsscts
Foreign exchange

Total rcscrvcs cxcludlng gold

Gold2

Quantrty (mrlhons of ounces)
Value at London market pnce

Totrl rcrcrvcs lncludlng gold

5.6
3.1
8.7

608.6
617.3

8.0
2.9

11.0
888.4
899,4

92
3.6

L2.7
1,039.4
1,o52.2

8.5
3.9

t2.3
1,280.0
1,292.3

8.1
5.0

13.1
1,393.5
1,408.8

129.6
21.3

740.7

130 6
27.6

644.9

54
33
8.7

704 7

713.4

6.4
2.1
9.1

805.6
814.7

733.2
293

E44,0

135 0
34,0

933.4

133.4
37.5

1,0E9.6

134.3
379

1,330.2

133.4
37.8

L,441.4

Nct dcbtor dcvcloplng countrlca
wlthout dcbt-s.rvlcln! pmblcms
Total reserves excludtng gold

Fund-related assets

Reserve posrtrons rn the Fund

SDRS

Subtotrl, lMF.rGl.tcd r3srts
Forergn exchange

Totrl rcso?vcs cxcludlng gold

Gold2

Quantrty (mrlhons of ounces)
Value at London market pnce

Totrl nscrYls lncludln! lold

4.8
2.4
7.2

488.6
495.8

4.6
2.1
6.7

570.6
577.2

1.9
9.2

751 9
761.2

5.7
2.7
7.7

663.s
871.2

88.3
19.4

690.6

8.3
2.2

10.5
884.1
894,6

88.2
248

919.4

7.5
2.2
9.7

1,101.6
1,111.3

77
2.3
9.4

1,196.6
1,206.1

88.4
25.0

1,231.1

73

854
18.1

s13.9

84.6
17.8

595.1

89.9
22.7

7E3.E

884
24.9

1,136.2

Source lnternaional Monetary Fund, lntematonal Ftnancla/ Statrst/cs,

Note: Components may not sum to totals because of roundrng

'Gold' compnse offrcral holdrngs of those IMF members for whrch data are avatlable and certatn countnes or areas
20ne troy ounce equals 31.103 grams Ihe market pnce rs the afternoon pnce llxed tn London on the last bustness day of each perod
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Table 1.2 Share of national currencies in total identified official holdings of foreign exchange, end of yearl

(ln percent)

199s 1996 a997 1998 1999 2000 200r. 2002 2003 2004

All countdes
U.S. dollar
Japanese yen

Pound sterling
Swiss franc
Euro2

Deutsche mark
French franc
Netherlands guilder

ECus3

Other currencies4

59.0
6.8
2.t
0.3

15.8
2.4
0.3
8.5
4.8

62.1
6.7
2.7
0.3

74.7
1.8
0.2
7.7
4.3

65.2
5.8
2.6
0.3

71.0
6.4
2.9
0.2

77.9

70.5
6.3
2.8
0.3

18.8

70.7
5.2
2.7
0.3

19.8

65.8
4.!
2.6
0.2

25.3

14.5
7.4
0.4
6.0
3.8

69.4
6.2
2.7
0.3

13,8
1.6
0,3
t.2
4.5 1.6 1.8

66.s
4.s
2.9
0.4

24.2

,o

65.9
3.9
3.3
0.2

24.9

7.21.4 1.9

lndustrlal countrles
U.S. dollar
Japanese yen

Pound sterling
Swiss franc
Eum2

Deutsche mark
French franc
Netherlands guilder

ECUs3

other currencies4

52.3
6.7
2.1
0.1

57.4
5.7
2.t
0.1

15.9
7.7
0.2

t2.3
4.7

s9.1
5.9
2.0
0.1

73.5
6.7
2.2
0.1

,u1

6.5
t.u
0.2

77.1

72.7
5.6
1.9
0.3

18.0

70.5
3.8
1.5
0.2

22.1

7 t.5
3.6
1.9
0.1

20.9

)7.
0.2

1J. O

6.0

76.2
0.9
0.2

tt.2
4.4

b /,o
6.9
2.7
0.2

73.4
7.2

0.2
z.J
6.2

68.9
4.4
2.1
0.6

22.4

16;

7.4 1.6 1.5 t.7 1.9 2.0

Dovoloplng countrlos
U.S. dollar
Japanese yen

Pound sterling
Swiss franc
Euro

Deutsche mark
French franc
Netherlands guilder

ECUs3

0ther currencies4

68.2
6.0
J.l
0.4
,,:

7 7.2
5.6

0.5

r4.3
2.1
0.4
0.0
2.7

70.3
7.0
2.2
0.7

14.4
2.4
0.5
0.0
2.6

68.5
8.1
3.5
0.6

72.4

3.3
0.6

68.6
4.9
3.6
0.3

2t.8

64,0
4.7
3.8
0.2

26.1

60.7
4.4
3.9
0.2

28.9
13.0

0.3
0.0
3.9

12.5
2.7
0.5
0.0
3.0

59.9
4.3
4.8
0.2

29.2

68.2
6.0
3.6
0.3

20.6

7.7 1.3 0.9 1.2 1.9 ,u

Memomndum ltems:
Unallocated reservess

All countries
lndustrial countries
Developing countries

25.6
1.0

47.6

2t.8
2.2

38.6

2t.3
2.7

36.1

22.1
1.1

36.5

22.9
t.t

3 7.8

26.0
0.3

42.7

29.8
0.2

47.2

23.6 28.3 32.6
0.3

50.2
0.30.3

39.4 45.0

(narrower coverage). The data for 2004 are preliminary.

taken mainly for late reporters. Reserves for which currency composition is not reported are shown under "Unallocated reserves.'

area members'legacy currencies were converted into euros on January 1, 1999.

cally converted into euros.
4Foreign exchange reserves that are reported to be held in currencaes other than those listed above,
sForeign exchange reserves whose currency composition information is not submifted to the lMI in percent of total official holdings of reserues.

Changes in Table 1.2

Table 1.2 in this yea/s report reflects changes

in the underlying database on the Composition

of official Foreign Exchange Reserves (CoFER).

Ihe most important changes include a signifi-

cant curtailment of the use of estimation tech-

niques when the currency composition of

reserves is not rcported, and a split of

'Unspecified cunencies' into two new cate-

gorles,'other currencies' and'Unallocated

reservesl in order to distinguish the

reservesheld in currencies otherthan the major

ones from the reserves whose currency compo-

sition has not been identifled.

Data erUmaUon and clarrlf,cadon

this yea/s data were compiled under a new

rule that the estimation of the currency com-

position of reserves be limited to data gaps of

less than four quarters. As a result, the

aggregate currency composition is now calcu-

lated almost exclusively on the basis of

reseryes data reported by the authoriues to

C0FER. Reserves held by nonreportlng devel-

oping countries, for whlch the currency com-

positlon was prevlously estimated, have been

moved to the new category "Unallocated

reserves.'
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Changes in Table 1.2 (concluded)

ln previous years, the'Unspecified currencies"

category captured both foreign exchange

reserves held in currencies other than the major

currencies identified inTable 1.2, and reserves

held by those nonreporting countries for which

the currency composition was not esumated.

Ihe presentation now disaggregates this cate-

gory into'other currencies" (currencies other

than the major ones identified in the table) and

'unallocated reserves' (reserves held by coun-

tries that doldid not repon to CoFER).

The new presentation also reflects data improve-

ments resulting, in part, from new and revised

data reported by counuies.Ihe improvements

entailed reclassiffing part of the reserves that

used to fall under "Unspecified currencies' into

the major cunencies listed in Table 1.2.

Country coverage

Virtually all industrial countries, as defined in

lnternational Financial Statistics (lFS), report to

C0FER. TIe currency shares for industrial coun-

tries in Table 1.2 are thus calculated from a

fixed sample of countries, whose reserves in

2004 represented more than 99 percent ofthe
total reserves held by industrial countries.

The currency shares for developing countries,

as defined in lFS, are calculated from a mov-

ing sample: not all countries reported, and

reporting countries did not necessarily report

in all years. over the 1995-2004 period, the

number of developing country reporters

ranged from 79 countries to 89 countries,

out of a total of 159 developing countries in

lFS.The reserves held by these reporting

countries accounted for 50 to 65 percent of

total developing country reserves over the

same period.

0n a regional basis, the rate of reporting

compliance-measured in terms of the percent-

age of regional reserves accounted for by the

reporters-is highest for countries from Europe

and lowest for countries from Asia.

Comparleon of tfio now ond old
presentaUons

The new and old presentations are not

directly comparable, because the new presen-

tation is based on a smaller pool of reserves

whose currency composition is mostly

reported by the authorities. Subject to that
qualifi cation, the following major differences

with the data presented inlhe 2004 Annual

Report are noted.

r For industrial countries, the major change

is an increase in the euro's share by about

2 percentage points, on average, reflecting
primarily data revisions by a major indus-

trial country.

r For developing countries, the average share

of reserves held in U.S. dollars in the period

1999-2003 is higher by 5 percentage

points under the new presentation and the

euro's share is higher by 7 percentage

points. ln contrast, the share of pound ster
ling is lower by 2 percentage points, and the

share of other currencies (new presentation)

is about 10 percentage points lower than

the share of unspecified currencies (the

2004 Annual Report). These changes refl ect

the curtrilment of estimation underthe new

methodology and data improvements over

the past year.

r For all countries, as a result, the average

share of reserves held in U.S. dollans for the

period 1999-2003 is higher by about 4 per-

centage points underthe new presentation;

the euro's share is higher by 4 percentage

points; sterling's share is lower by about

1 percentage point; and the share of other

cunencies (new presentation) is about

6 percentage points lowerthan the share

of unspecified currencies (lhe 2004

Annual Report).

while that of the Swiss franc has remained below 1 percent. The share of

other currencies, which comprise currencies not identified in Table 1.2, has

been less than 2 percent since 1999.The share of unallocated reserves, for

which no information on currency composition is available, rose to more than

30 percent of global reserves in 2004.

For industrial countries, the share of tJ.S. dollar holdings increased throughout

the 1990s, peaking at 74 percent in 1999 and amounting to 72 percent at the

end of 2004. The share of the euro in industrial countries' foreign exchange

reserves declined slightly in 2004, to 21 percent, while the share of the yen

remained broadly unchanged over 2003-04.The shares of pound sterling and

the Swiss franc have remained broadly constant over the past 10 years.

The share of the U.S. dollar in developing countries'foreign exchange

reserves declined to 60 percent in 2004, lower than the average in preced-

ing years. Holdings of the euro rose to 29 percent of those countries'for-
eign exchange reserves, nearly 10 percentage points higher than the euro's

share in its initial years (1999 and 2000).overthe past decade, the share

of the yen has gradually decreased by about 3 percentage points, to 4 per
cent at the end of 2004, while the share of pound sterling has increased

by about 3 percentage points, to 5 percent in 2004.The share ofthe Swiss

franc has remained below 1 percent over the same period.

Changes in the SDR value of foreign exchange reserves can be decom-
posed into quantity and valuation (price) changes (Table 1.3).official

reserves held in U.S. dollars increased by SDR 128 billion in 2004, as an

increase of SDR 176 billion in the quantity of U.S. dollar holdings was

offset by a valuation decline of SDR 48 billion. Euro holdings increased by

SDR 42 billion, reflecting a quantity increase of SDR 29 billion and a

valuation increase of SDR 13 billion. Japanese yen holdings increased by

SDR 5 billion as a quantity increase of SDR 6 billion was offset by a

valuation decline of SDR 1 billion. Pound sterling holdings increased

by SDR 16 billion, whereas Swiss franc holdings declined by SDR 0.5

billion.
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Currency composition of official holdings of foreign exchan$e, end of yearlTable 1.3

(ln millions of SDRS)

1996 L997 1998 1999 2000 2001 2002 2003 2004

U.S. dollar
Change in holdings

Quantity change

Price change

Year-end value

7t7,987
102,739

75.248
528,578

16,854
43,729

-26,275
631,185

80,427
64,551
15,870

711,606

90,643
51,209
39,434

802,249

-8,787
58,270

-67,057
844,975

95,901
776,862
-80,960
940,876

128,324
776,749
-47,826

1,069,200

85,753
49,035
36,718

614,331

51,512
2t,937
29,581

853,761

Japaneso yen

Change in holdings

Quantity change

Price change
Year-end value

10,101
15,076
-4,976
57,239

-2,774
t77

-2,945
54,465

2,373
-1,947
4,319

56,838

7,433
72,t05
-4,672
71,399

7,728
-t,547
8,675

63,966

-8,2t4
-7,474
-6,740
63,186

-5,634
-6,518

884
57,552

1,409
135

7,27 4
58,961

4,936
6,014

-1,078
63,896

Pound storllng
Change in holdings

Quantity change
Price change

Yearend value

8,752
5,572
2,580

22,868

t,484
549
934

24,357

4,764
4,861

-97
29,013

2,578
3,3s0
-832

31,531

7,77 7

941
236

32,708

-103
851

-954
24,248

4,328
3,379

949
37,036

490
36

455

15,566
14,088

1,478
53,09237,526

Swlss franc
Change in holdings

Quantity change

Price change

Year-end value

246
ooz

-416
2,577

-278
-3 13

35
3,009

s89
504
85

2,898

770
743
-JJ

3,287

-700
-388
-313

2,308

546
510
36

3,443

1,868
t,372

496
5,311

-57 7

-685
tt4

2,459

-2,281
-2,376

95
3,030

Euro

Change in holdings

Quantity change

Pnce change

YeaFend value

44,3032
64,877

-20,5t4
779,924

34,02s
37,797
-3,772

213,949

25,754
29,478
-3,723

239,703

67,5t2
41,409
26,103

307,275

54,780
27,894
32,887

361,995

42,097
29,374
72,777

404,086

Doutscho mark
Change in holdings

Quantity change

Price change
YeaFend value

15,405
27,255
-5,849

125,1 19

71,572
27,123
-9,672

136,631

-10,958
-14,619

3,661
125,673

French franc
Change in holdings

Quantity change

Price change

Year-end value

-645
-772
-533

75,743

-2,770
-1,082
-1,088
73,57 4

7,209
881
327

14,782

Notherlands glrllder
Change in holdings

Quantity change

Price change

Year-end value

1,265
7,447
-782

3,306

-828
-944
115

2,478

-183
-62

-727
2,047

Europoan cullsnc, unlt
change in holdings

Quantity change
Price change

Year-end value

984
1,833
-849

60,242

-3,242
512

-3,754
57,000

-46,1 10
-47,582

t,472
10,890

Sum of the abovs3

Change in holdings

Quantity change

Price change

Year-end value

1s2,049
146,964

s,085
874,407

92,538
72,499
20,039

906,94s

13s,915
732,294

3,621
986,817

-37,841
-20,542
-1 7,300
869,104

135,209
104,965
30,244

1,722,026

70,775
51,386
19,390

1,192,801

59,287
97,972

-38,625
1,252,088

1s0,300
196,550
-46,250

1,402,388

190,345
224,880
-34,535

7,592,733

Other curencles
change in holdings
Year-end value

3,753
36,977

1,498
35,480

5,275
40,754

3,152
18,036

8,955
26,991

7,977
28,968

-25,074
75,7 40

-1,520
14,883

663
16,403

Total offlclol holdlngs4
Change in holdings
Year-end value

754,277
1,089,142

108,683
7,t97,825

-30,339
1,167,486

732,087
t,299,573

190,623
1,490,197

142,863
1,633,060

137,928
1,770,988

266,493
2,037,481

369,751
2,407,232

2000 (narower coverage). The data for 2004 are preliminary.

2Represents the change from end-1998 holdings of euro legacy currencies by official institutions outside the euro area.

3Each item represents the sum of the currencies above.
4lncludes'Unallocated reserves" whose currency composition could not be ascertained.
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Fi nancial operations and transactions

APPENDIX I I!

Flnanclal
ycar

The tables tn thts appendix supplement the information grven in Chapter 5 on the IMF's financial operations and policies. Components may not sum to
total because of rounding.

Amounts commltted undcr Arangcmont!
(tn niltlons ol SDRi)Number of A[angemonts

StandBy EFF SAF PRGF Total Stan+By EFF SAF PRGF Total

Table ll.1 Arrangements approved during financial years ended April 30, 1953-2005

1953
1954
1955
1956
1957

1958
1959
1960
1961
1962

1963
1964
1965
1966
1967

1968
1969
7970
797t
7972

1973
197 4
1975
1976
7977

7978
1979
1980
1981
7982

1983
1984
1985
1986
1987

1988
1989
1990
199 1

1992

1993
1994
1995
1996
1997

1998
1999
2000
2001
2002

2003
2004
2005

55
63
40
48

t,162

t,044
1,057

364
460

1,633

1,531
2,760
2,159

575
591

2,352
541

2,387
502
374

322
1,394

390
1,188
4,680

t,285
508

2,479
5,198
3,106

5,450
4,287
3,278
2,723
4,1 18

7,702
2,956
3,249
2,786
5,587

7,97 |
1,381

13,055
9,645
3,183

27,336
t4,325
15,706
13,093
39,439

28,597
14,519

1,188

1,093
797

5,227
7,908

8,671

55
63
40
48

7,762

r,044
1,057

364
460

1,633

1,531
2,760
2,759

575
591

2,352
541

2,387
502
374

322
1,394

390
7,472
5,198

1,285
1,600
3,277

10,419
11,014

74,121
4,382
3,278
2,948
4,476

2,677
4,545

77,328
5,593
8,826

3,789
3,357

16,587
19,684
5,287

32,752
29,473
22,929
14,333
47,287

30,571
15,486

7,7 t3

2
2
2
2
I

77
15
74
15
24

19
19
24
24
25

J2
26
23
18
13

13
15
t4
18
19

18
74
24
2t
19

27
25
24
18
22

t4
12
16
13
27

ll
18
t7
19
77

o

5
11
11

9

10
5
6

4
J
E

8
7

77
8

72

8
10
10
74
I

10
10
8

10

15
4
3
2
7

1

1

7

i
1

4
4

77
5

4
2

7

7

1

3
2
2

3
a

3
4
5

4
4
4
1

2

I

2
)
)

11
15
l4
15
24

19
19
24
24
25

32
26
23
18
13

13
15
74
20
20

18
18
?8
32
24

31
27
24
19
32

30
24
26
20
29

23
28
31
32
28

2t
19
25
26
18

22
15
t4

284
518

245
207

7,627
2,338
2,493

7,242
779

2,335
8,381
1,193

3,078
14,090
6,582

:
,n!

gsa

670
427
37
15
2

49
27

t82

95

825

955
415
454
743

527
1,170
7,197
7,476

911

1,738
998
641

r,249
1,848

1,180
967
E'E

!72
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&

Table ll.2 Arrangements in effect as of April 30, 1996-2005

Number of Arangements as of Aprll 3O
Amounts commltted under Arangemonts as of Apdl 30

(ln nllilons of SDRi)Flnanclal
yeal Stand-By EFF SAF PRGF Total Stand-By EFF SAF PRGF Total

1996
199 7

1998
1999
2000

2t
74
74

o

16

2001
2002
2003
2004
2005

77
13
15
77

10

14,963
3,764

28,323
32,7 47
45,606

34,906
44,095
42,807
53,944
77,992

9,390
10,184
12,336
77,407
9,798

8,697
7,643
4,432

794
794

3,383
4,048
4,410
4,186
3,516

3,298
4,207
4,450
4,356
2,878

7

11

13
72

11

1

e

4
3
2
,

57
60
60
56
58

62

54
49
43

28
35
33
35
31

37
35
36
36
31

782 27,918
17,996
45,069
48,334
58,920

46,901
55,939
51,689
59,094
15,664

Table ll.3 Stand-By and Extended Arrangements in effect during financial year ended April 30, 2005

(ln millions of SDRs)

Member

A[angement dates Amounts approved Undrawn balance

Effectlve
date

Explratlon
date

At date of
termlnatlon

As of
Apdl 30, 2005

Prlor to
FY2005 FY2005

ln

Argentina

Bolivia

Brazil

Bulgaria

Colombia

Croatia

Dominican Republic
Dominican Republic
Gabon

Jordan

Macedonia, FYR

Pamguay

Peru

Romania

Turkey

Ukraine

Uruguay

Iotal ,or Stand-By Arrangements

Sri Lanka

Serbia and Montenegro

Total for Edondod Arangemsnts

Total

9/20/2003
4/2/2003
9/6/2002
8/6/2004

t/ 15/2003

8/4/2004
8/29/2003
t/3t/2005
5/28/2004

7 /3/2002

4/30/2003
12/15/2003

6/9/2004
7 /7 /2004
2/ 4/2002

3/25/2004
4/1/2002

4/18/2003
5/t4/2002

53,9/t4

9/19/2006
3/31/2006
3/31/2005
9/s/2006
5/2/2005

4/3/2006
1/3t/2005
5/3r/2007
6/30/2005

7 /2/2004

8/ 15/2004
9/30/2005
8/ 16/2006

7 /6/2006
2/3/2005

3/28/2005
3/31/2005

4/17/2006
72/3t/2005

8,981
86

27,375

1,548

438

85

20
u:

72,827

472
2.128

70,t75

4,810
60

100
1,548

97

38s

:

86

100

97

438
69

287
250

( 140)

306

i

9o;

412

50
287
250

144
650

1,188 11,875 7,615

724
188

794

54,738

312

1,188 11,875 7,927

773
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Table ll.4 Arrangements under the Poverty Reduction and GroMh Facility in effect during financial year ended April 30, 2005

(ln millions of SORs)

Member

Ailangement datog Amounts approved Undrawn balanco

Eff6ctlve
date

Explratlon
date

Prlor to
FY2005 FY2005

ln At date of
termlnatlon

Ae of
Aprll 3O, 2OO5

Albanial
Armenia2

Azefuaijan3

Bangladesha
Burkina Fasos

6/2t/2002
5/23/2001

7 /6/2001
6/20/2003
6/11/2003

1/23/2004
12/21/2000
4/t0/2002
2/16/2005
6/12/2002

12/6/2004
3/29/2002

12/29/2003
3/22/2001
7/18/2002

6/4/2004
5/9/2003
5/2/2001

9/20/2002
2/27 /2004

rt/21/2003
12/6/2001
3/15/2OO5
4/25/200t
3/S/2OOt

3/1/2001
12/21/2000
6/23/2004
7/18/2003
9/28/2001

7/6/2004
11/19/2003
12/13/2002
12/22/2000
1/31/2005

12/6/2001
8/12/2002
4/28/2003
9/26/2001
4/18/2003

72/17/2002
8/16/2003
9/13/2002
6/16/2004

11/20/2OO5
12/31/2O04

7 / 4/2005
6/15/2006
8/15/2006

1/22/2007
t2/20/2004
7/31/2005
2/15/2008
6/11/2005

12/5/2007
3/28/200s

t2/28/2006
t0/31/2004

7 / t7 /2005

6/3/2007
5/8/2006
5/t/2004

9/t2/2006
2/26/2007

t1/20/2006
3/t4/2005
3/14/2008
4/24/2005

10/31/2004

3/1/2005
12/20/2004
6/22/2007
11/7/2004
7 /31/2005

7 /5/2007
11/ 18/2006
12/12/2005
6/30/2OO4
1/30/2008

12/5/2004
2/ 11/2006
4/27/2006
6/25/2005
4/17/2006

12/70/2005
8/15/2006
9/12/2005
6/15/2007

Burundi
Cameroon6

Cape VerdeT

Chad

Congo, Dem. Rep. o,

Congo, Rep. of
Cote d'lvoire
Dominica
Ethiopias
Gambia, The

Georgia

Ghana

Guinea

Guyanae

Honduras

Kenyalo

Kyrgp Republicll
Kyrglz Republic
lno People's Dem. Rep.12

Lesothol3

Madagascarla
Malawil5
Mali
Mauritanial6
MongolialT

Mozambique
Nepal

Nicaragua
Nigerls
Niger

Pakistan

Rwandal9
Senegal

Sierra Leone2o

Sri Lanka

Tajikistan

Tanzania

Uganda

Zambia

28
69
80

347
24

69
111

9

580

293
8

100
20

775
73

32
25

92
45

:
b

28

0
50
98
59

(13)
u:

:
u:

n:

50

I

:

,:

i

2;

;

234

3;

i
i

6

4

13
252

10

36

1

2t
53

3

47

l7

185
64
55
77

1,034
4

24
131
269

70
105

28
47

150

8

7

16

8
36
42

6

I
74
l4

23t

20
8
4

50

772

65
20
74

Iotal 4,357 1,315

lExtended from 6/20105. llExtended from 1215/04.
2Ertendedtrcm5/22/04. l2Extendedfrom 4/24/04.
3Reduced by SDR 12.87 million on !2/22/ 04. Exended lrcn 7 /5/04, and from 3/31/05. l3Extended from 3/8/04, and lrcm 6/30/04.
4Augmented by SDR 53.3 mtllion on 7 /28/04. l4Augmented by SDR 12.2 million on 3/ 17104. Exrended from 2/29/04, and trcn 71/30/04.
sExtended from 6/10/06. lsExtended from 12/20/03.
6Extended from l2/20/O3. r6cancelled on 1117/04.
TEtended from 4/9/05. lTExtended from 9/27/04.
8AugmentedbySDRl3.4millionon3/18/02.Extendedfrom3/27/04,andltom7l31/04.18Extendedlrcn72/27/03.
sExtended from 9/19/05, and from 3/19/06. leExtended from 8/11/05.

loAugmented by SDR 50 nillion on 12/20/04. 2oExtended from 9/25/O4,andlrcn3/25/05.

524525

1-74
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Table ll.5 Summary of disbursements, repurchases, and repayments, financial years ended April 30, 1948-2005

(ln millions of SDRS)

Dlsbursemontg Ropurchaaos and repaymente

Flnanclal
yoar

Trust Fund
Purchasesl loans

SAF
loans

PRGF
loans Total

Trust Fund
Repurchases ropaymontg

SAF/PRGF
lOpayments

Total Fund
credlt

outstandlng2Total

1948
1949
1950
1951
1952

1953
1954
1955
1956
1957

1958
1959
1960
1961
1962

bb
23t
49
39

7,174

bbb
264
166
577

2,243

580
626

1,897
2,877
1,061

1,348
2,839
2,996
1,167
2,028

1,175
1,058
5,702
6,591
4,910

2,503
3,720
2,433
4,860
8,041

11,392
11,518
6,289
4,10 1

3,685

4,153
2,541
4,503
6,955
5,308

8,465
5,325

10,615
10,870
4,939

20,000
24,071

6,377
9,599

29,194

27,784
17,830

1,608

32

268
670
962

1,060

139

445
290
419

84
125

20
50
74

782

606
119

52
28
46

66
237

49
39

7,tt4

666
264
166
577

2,243

s80
626

1,897
2,877
1,061

1,348
2,839
2,996
7,767
2,028

7,775
1,058
5,102
6,591
4,942

2,77t
4,390
3,395
5,920
8,041

71,392
1 1,518
6,289
4,101
3,824

4,597
3,095
5,329
7,530
5,916

9,058
5,987

11,202
12,347
5,644

20,973
24,897

6,890
70,229
30,146

23,002
18,695
2,379

185
145
276
272

75

87
537
522
659

1,260

807
380
517
406
340

1,116
7,542
7,67t
1,657
3,122

540
672
518
960
868

4,485
4,859
3,776
2,853
2,010

1,555
2,0t8
2,730
4,289
6,169

7,935
6,258
6,042
5,440
4,768

4,083
4,348
3,984
6,698
6,668

3,789
10,465
22,993
77,243
79,207

7,784
21,638
13,907

87
537
522
659

1,260

807
380
517
406
340

1,1 16
1,542
1,671
1,657
3,122

540
672
518
960
868

4,485
4,859
3,776
2,853
2,01o

7,574
2,129
2,943
4,702
6,749

8,463
6,705
6,398
5,608
4,770

4,119
4,513
4,231
7,100
7.196

4,385
r1,092
23,627
11,831
19,976

8,772
22,528
14,830

7,027
898
330
552

1,023

1,059
952

1,480
3,039
2,945

2,463
3,299
4,020
2,556

840

998
1,085
4,869
9,760

13,687

12,366
9,843
9,967

12,536
1 7,793

26,563
34,603
37,622
36,877
33,443

29,543
25,520
24,388
25,603
26,736

28,496
29,889
36,837
42,040
40,488

56,026
67,175
50,370
48,691
58,699

72,879
69,031
56,576

606
119

52
28
46

2i
19
37

7

24
19
37

185
145
276
272

75

133
193
204
176
2t4

178
132
55
72

611

1963
1964
1965
1966
1967

1968
1969
1970
1971
1972

1973
797 4
1975
1976
7977

7978
1979
1980
1981
t982

1983
1984
1985
1986
1987

1988
1989
1990
1991
7992

18
771
272
413
579

1993
1994
1995
1996
1997

1998
1999
2000
2001
2002

264
408
491
483

573
672
573

1,295
705

973
826
513
630
952

528
447
356
,u:

52
4
7

5

1

36
1t2
244
395
524

595
627
634
588
769

928
890
923

2003
2004
2005

7,218
865
77t

llncludes reserve tranche purchases.
2Excludes reserve tranche purchases; includes outstanding associated loans from the Saudi Fund for Development.

115



TMFANNUALREPoRT | 2OO5

Table ll.6 Purchases and loans from the lMF, financial year ended April 30, 2005

(ln nillions of SDRS)

M6mb6r
Resorvo
trancho

Em6rgoncy
aaslstance

Stand-By/
crodlt

trancho

Extonded
Fund

Faclllty
Total

purchases

Total
purchasee
and loansSRF

PRGF
loans

Albania
Armenia
Azerbaijan

Bangladesh
Bolivia

Burkina Faso

Burundi
Cape Verde

Centml African Republic
Chad

6

A

3

10

297

4

103

47

t2

42

8

454

419

163

8
19
13
50
47

8
19
13
u:

7

7

2

4

27
8
2

10

;
36

6

20

50
20

4

23

;

47

;

5;

42

J

10

297

Congo, Dem. Rep. of
Congo, Rep. of
Dominica
Dominican Republic

Ethiopia

Gabon

Georgia

Ghana

Grenada

Guyana

Haiti
Honduras
lraq
Kenya

Kyrgyz Republic

7

7

2
6
4

zt
8
2

53
10

42
28
Jb

3
6

10
20

297
50
20

4
8

23
4
3

Lesotho
Macedonia, FYR

Madagascar
Maldives
Mali

Mozambique
Nepal
Nicaragua
Niger

Pakistan

Rwanda

Senegal

Serbia and Montenegro

SierE Leone

Si Lanka

Tajikistan

Tanzania

Turkey

Uganda

Uruguay

Zambia

Iotal

;
4

;

20
b

454
4

419

t7t

20
b

a

171

771

454

419

18:t4236

163

103

3
7

74
I

772

2
3

t4

3
13
74

o

772

2
3

163
74

103

1,o22 1,614 2,385
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Table ll.7 Repurchases and repayments to the IME financial year ended April 30, 2005

(ln millions of SDRs)

Mombol

StandBy,z
crodlt

tranche

Extondod
Fund

Faclllty
Total

repurchaees

SAF/PRGF and
Trust Fund
ropaym6ntg

Total
repurchases

and ropaymonta0thersl

Albania
Algeria

Argentina

Armenia
AzerbaUan

Belarus
Benin

Bolivia

Bosnia and HeEegovina

Brazil

Bulgaria

Burkina Faso

Cambodia
Cameroon

Central African Republic

Chad

Congo, Rep. of
COte d'lvoire
Djibouti
Ecuador

28

6
10

Y

;

;
6

;

5;

1,938

29
2,783

19;
256

I

,:

,:

,i
4

5:

,:

15

3;

223
2,795

6
19

:
29

2,783

,o?

i
94

;
o

r

72;
4

6:

;
24

15

2;
7

64
27

238
119

2,e22

t7l

;
16

8

7

9
20
,]

72

8
27
29

2,783

to2
72

8
23

2

5
223
195
26
34

Equatorial Guinea

Ethiopia

Gabon

Gambia,lhe
Georgia

Ghana

Guinea

Guinea-Bissau

Guyana

Haiti

Honduras

lndonesia
Jamaica
Jordan

Kenya

,r_

!
94

:

:

:

2;

64

10;
103

59

1;

23
5
2

24
11

7

64
27

238
119

7
I

20
11
15

4
16
20
10

304

11

8
80
0.3
94

0.2
I

t7
b

40

30
t4
3

13
J

16
726

4
60
10

27

72
8

23
2

11

J
80

U,J

o.2
I
:
b

31

30
74

2
13

3

t:

1;

23

:
5

Kyrglz Republic
Lao PD.R.

Latvia

Lithuania
Macedonia, FYR

Madagascar
Malawi
Mali
Mauritania
Moldova

l\4ongolia

Mozambique
Nicaragua

Niger

Pakistan

Panama

Papua New Guinea

Peru

Philippines
Romania

Russian Federation

Rwanda

Senegal

Serbia and Montenego
Sierra Leone

27
129

4
16
20
10
60

;
33

7

2,920

33
777

7

2,861

147
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Table ll.7 (concluded)

Member

Stand-By/
credlt

trancho

Extond6d
Fund

Faclllty (Xhersl

SAF/PRGF and Total
Total Trust Fund repurchaset

repurchasee rapaymonts and repaymentr

Sd Lanka

Sudan
Tajikistan

Tanzania

Togo

Turkey

Uganda

Ukraine

Uruguay

Uzbekistan

96
77

1

b

;

i

6;

17

1

119

6

8

96

:

2,957

96
22
I

33
10

2,957
35

181
503

77

14,830

;
JJ
10

35
,,nu:

503
181
503

77

Vietnam
Yemen, Rep. of
Zambie
Zimbabwe

Iotel

48
27

777
t)

49
33
77
74

1

9,12E 4,549 923230 13,907

llncludes Compensatory and Contingency Financing Facility and SystemicTmnsformauon Faciliu

Table ll.8 0utstanding IMF credit by facility and policy, financial years ended April 30, 1996-2005

(ln millions of SDRi and percent of total )
1996 1997 1998 1999 2(x)O 2001 2002 2003 200'4 2005

Sta nd-By Arrangementsl
Extended Anangements
Supplemental Reserve Facility

Compensatory and Contingency

Financing Facility

Systemic Transformation Facility

Subtotal (Gonoral R$ourcos
Ac.count)

SAF Arrangements

PRGF Arnangements2

Trust Fund

Totel

Stand-By Arra n gementsr

Extended Arrangements

Supplemental Reserve Facility

Compensatory and ConUngency

Financing Facility

Systemic Transformation Facility

Subtotal (Gonoral Rosourcos
Account)

SAF Arrangements
PRGF Arrangements2

Trust Fund

Iotal

20,700
9,982

18,064
11,155

1,336
3,984

25,526
12,521
7,100

685
3,869

25,273
16,574
12,655

2,845
3,364

28,672
15,538
5,875

34,241
14,981
15,700

42,100
13,751
6,028

35,818
9,365
4,569

(ln millions of SDRi)

2r,470 17,101
16,808 16,108

_ 4,085

1,602
3,984

3,032
2,778

2,992
1,933

745
1,311

413
644

120
154

84
18

30,26E 34,539 49,701 60,851 43,96E 42,219 52,081 65,978 62,153 49,854

4,904 5,505 5,870 5,857 5,951 6,588

42,040 {t,488 s6,026 A1,fi5 50,370 48,691 58,699 72,E79 69,031 56,578

(Percent of total)

1,208
4,469

95

88

45

89

432

89

456

89

565

89

730

90

954

90

49
26
10

35
JJ

o

_3
_3

1

2
b
4

6
5

4
5

1

7

341
6,188

89

86
6,703

89

737
6,676

89

45
28

3
10

85

2
t2
_3

49
24

4
9

61
20
I

_3

90

10
_3

91

_3

I

87

1

t2

87

7

72

90

7

I
_3

89

1

10

100100

46
22
13

38
25
19

43
33

47
27
2t

63
77

8

3
11
_3

88

7

11

88

t2
_3

118
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llncludes outstanding credit tranche and emergency purchases.
2lncludes outstanding associated loans from the Saudi Fund for Development.
3Less than 'l of I percent of total.
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Table ll.9 Summary of bilateral contributions to the PRGF and PRGF-HIPC Trusts

(ln millions of SDRi; cumulative through Apfl 30,2005)

PRGF Trust PRGF-HIPC Trust

Subsldy contdbutlons
'ag needed"l

Loan
commltments

Subldles and HIPC gtrant
contdbutlons "as needed"l

Total 3,514.7 15,759.7 1,561.6

Malor lndustrlal countdes
Canada

France

Germany

Italy
Japan

United Kingdom

lJnited States

2,314.1
206.0
468.8
207.4
153.6
737.4
371.7
181.3

12,864.8
700.0

2,900.0
2,750.0
1,380,0
5,134.8

880.5
48.8
82.2

127.2
63.6

144.0
82.2

332.6

0th6r advancod countdos
Australia
Austria

Belgium

Denmark

Finland
Greece

lceland
lreland
lsrael
Korea

Luxembourg

Netherlands
New Zealand

Nom,ay

Portugal

San Marino
Singapore
Spain
Sweden

Swiuerland

98:t.9
17.0
62.6

119.4
67.9
42.7
39.9

4.7
8.7

2,452.t

350;
100.0

708.4

601.7

299.7
24.8
14.3
35.3
18.5
8.0
6.3
0.9
5.9
1.8

15.9
0.7

45.4
7.7

18.5
6.6
0.04

16.5
23.3
18.3
37.0

60.7
14.5

145,7

92.7

450.0

150.046.2
4.9

31.1
17.4

189.3
111.1

Fuol-orportlng countrlos
Algeria

Brunei Darussalam
Gabon2

lran, lslamic Republic of
Kuwait
Libya

Nigeda

0man

Qatar
Saudi Arabia

[Jnited Arab Emirates

18.5

1.8

14.7

49.5 93.1
5.5
0.1
2.5
2.2
3.1
7.3

13.9
0.8
0.5

53.5
3.8

49.5

(Xhor dovoloplng countdos
Argentina3

Bangladesh

Baftados
Belize

Botswana

Brazil

Cambodia
Chile

China

Colombia
Cyprus

Egvpt

Frji

Ghana

lndia
lndonesia
Jamaica
Malaysia

Malta
MauriUus

Mexico

Micmnesia, Federated States of

186.4
36.3

0.9

355.6 221.3
16.2

1.7
0.4
0.3
5.7

15.0
0.04
4.4

79.7
0.9
0.8
1.3
0.1
0.5

22.9
8.2
2.7

12.7
1.1

0.1
54.5

0.04

1.9

4.1
15.6 200.0

155.673.7

13.5
6.7

44.4
2.0
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Table ll.9 (concluded)

PRGF Tru3t PRGF-]llPC Trugt

Subeldy contilbutlons
"as needed"l

Loan
commltmentg

Subsldlos and HIPC grant
contrlbutlons "as needed"l

Morocco

Pakistan

Paraguay

Peru

Philippines
Samoa

South Africa
Sri Lanka

St. Lucia

St. Vincent and the Grenadines

Swaziland
Thailand
Tonga

Tunisia

Turkey

Uruguay

Vietnam

9.9
3.6

1.6

3.4
0.1
2.5
6.7
0.04

28.6
0.6
0.1
0.1
0.04
4.5
0.04
1.5

2.2
0.4

77.5

1.5
12.2
2.4

Countles ln transltlon
Croatia

Czech Republic
Estonia

Hungary

Lawia

Poland

Russian Federation

Slovak Republic
Slovenia

13.7

73.7

42.9
0.4
4.1
0.5
6.0
1.0

t2.0
14.6
4.0
0.4

Psndlng contdbutlons to th6 PRGF-HIPC

Trust ("as noeded")1
Bahrain

Dominican Republic
Grenada

Lebanon

Maldives
Trinidad and Tobago

Vanuatu

Venezuela

24.0
0.9
0.5
0.1
0.4
0.04
1.6
0.1

20.4

Memorandum ltem:

oPEC Fund for lnternational Development

2002-05.
2Contibution to the PRGF-HlPCTrust includes a pending balance of SDR 1.9 million 'as neededl
3contibution to the PRGF-HlPCTrust includes a pending balance of SDR 6.4 million 'as neededl
4Less than SoR 5,000.

37.0
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Table 11.10 Holdings of SDRs by all participants and by groups of countries as percentage of their cumulative

allocations of SDRs, at end of financial years ended April 30, 1996-2005

Nonlndugtrlal countrles2

Net d6btor countrles

partlclpantsl
Alt lndustrlal

countrles2
All nonlndustrlal

countrles
Net credltor
countrles3

All net debtor
countrlog3

Heavlly lndebted
poor countrles

1996
1997
1998
1999
2000

91.4
87.2
95.0
81.1
84.6

102.4
99.8

107.0
94.6
95.0

285.5
303.6
323.7
170.7
77 4.7

56.6
47.8
56.1
46.3
56.6

67.9
60.5
69.4
52.5
62.5

77.4
77.3
24.7
26.3
20.6

12.4
14.6
L7.7
20.9
17.7

2001
2002
2003
2004
2005

86.6
91.5
93.0
96.3
96.2

101.6
t07.7
t02.4
105.6
96.3

54.6
56.9
72.0
76.3
96.0

204.2
227.9
t73.7
230.5
t78.7

46.5
44.7
57.7
23.5
33.0

was not held by participants, but instead by the IMF and prescilbed holders.
2Based on IFS classification (lnternational Monetary Fund, lnternational Financial Statistics, various years).

(ln percent)

P6rlod
beg;lnnlng

SDR lntorest rato
and unadJustod 1at6

of remunetatlonl
Baslc rat6
of chargel

Perlod
b6glnnlng

SDR lntorest rate
and unadlustGd rato

of remuneratlonl
Baslc rate
of chargel

Table 11.11 Key IMF rates, financial year ended April 30,2005

June 7
June 14
June 21
June 28

1.79
1.83
1.84
1.82

July 5
July 12
July 19
July 26

7.84
1.83
7.87
1.89

August 2
August 9
August 16
August 23
August 30

2.09
2.74
2.77
2.18
2.27

3.22
3.30
3.34
3.36
3.40

3.42
3.05
3.02
3.02

3.30
3.30
3.33
3.36

2004
May 1

May 3
May 10
May 17

May 24
May 31

September 6
September 13
September 20
September 27

october 4
october 1 1

october 18
october 25

7.62
1.63
1.69
1.66
1.69
7.72

2.07
2.01
2.03
2.06

2.49
2.51
2.60
2.56
2.60
2.65

2.76
2.82
2.83
2.80

November 1

November 8
November 15
November 22
Novermber 29

December 6
December 13
December 20
December 27

2.22
2.24
2.22
2.22

2.83
2.82
2.88
2.91

2.22
2.25
2.26
2.26
2.30

3.02
3.06
3.07
3.07
3.13

2.94
2.94
2.93
2.97
3.00

2.37
2.34
2.36
2.42

3.14
3.18
3.27
3.29

2005
January 3
January 10
January 17

Januaty 24
January 31

1.91
1.91
1.90
1.93
1.95

February 7

February 14
Feiluary 27
February 28

1.98
1.99
2.01
2.02

3.05
3.06
3.10
3.11

March 7

March 14
March 21
March 28

2.43
2.43
2.45
2.47

3.10
3.10
3.13
3.17

April 4
April 11

April 18
Apdl 25

2.45
2.45
2.45
2.49

3.33
3.33
3.33
3.39

rate of charge was reduced to 136.0 percent of the SDR interest rate for the remainder of FY2005.
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Tabf e 11.12 Members that have accepted the obligations of Article Vlll, Sections 2,3, and 4, of the Articles of Agreement

Member
Effectlve date
of accoptance M6mbel

Effectlve date
of acceptance

Algeria

Antigua and Barbuda

Argentina

Armenia
Australia

Austria
tuerbaijan
Eahamas, The

Eahrain
Bangladesh

Barbados
Belarus
Belgium
Belize

Benin

Comoros

Congo, Dem. Rep. of
Congo, Rep. of
Costa Rica

C6te d'lvoire

Bolivia
Botswana

Brazil

Brunei Darussalam
Bulgaria

Burkina Faso

Cambodia
Cameroon

Canada

Cape Verde

Central African Republic
Chad

Chile

China

Colombia

September 15, 1997
November 22, 1983
May 14, 1968
l\4ay 29, 1997
July 1, 1965

August 1, 1962
November 30,2004
December 5, 1973
N,larch 20, 1973
April 11,1994

November 3, 1993
November 5, 2001
February 15, 1961
June 14, 1983
.lune 1. 1996

June 5, 1967
November 17, 1995
November 30, 1999
october 10, 1995
September 24, 1998

June 1, 1996
)anuary 7,2002
June 1, 1996
l\4arch 25, 1952
)uly t,2004

June 1, 1996
June 1, 1996
July 27 ,1977
December 1, 1996
August 1, 2004

June 1, 1996
February 10,2003
June 1, 1996
February 1, 1965
June 1, 1996

May 29, 1995
January 9, 1991
october 1, 1995
l\,4ay 1, 1967
September 19, 1980

December 13, 1979
August 1, 1953
August 31, 1970
January 2, 2005
November 6, 1946

June 1, 1996
August 15, 1994
August 4, 1972
September 25, 1979
February 15, 1961

June 1, 1996
January 21, 1993
December 20, 1996
February 15, 1961
February 27,1994

July 7 ,1992
Janua(y 24,1994
Janua(y 27 ,1947
November 17, 1995
January 1, 1997

December 27, 1966
December 22, 1953
July 1, 1950
January 1, 1996
September 19, 1983

Kenya

Kiribati
Korea

Kuwait

Kyrgfz Republic

Latvia

Lebanon

Lesotho

Libya

Lithuania

Luxembourg

Macedonia, FYR

Madagascar
Malawi

Malaysia

lvlali

[Ialta
Marshall lslands
[4auritania
lvlauritius

Namibia
Nepal

Netherlands
New Zealand

Nicaragua

Niger

NoMay
0man
Pakistan

Palau

lvlexico

l\4icronesia, Federated States of
l\4oldova

l\4ongolia

Morocco

lndia
lndonesia
lran, lslamic Republic of
lreland
lsrael

Italy
Jamaica

lapan
Jordan

Kazakhstan

August 20, 1994
May 7, 1988
September 6,2004
February 15, 1961
September 21, 1993

February 15, 1961
February 22, 1963
April 1, 1964
February 20, 1995
july 16, 1996

June 30, 1994
August 22, 1986
November 1, 1988
April 5, 1963
[,larch 29, 1995

June 10, 1994
July 1, 1993
March 5, 1997
June 21,2003
May 3, 1994

February 15, 1961
June 19, 1998
September 18, 1996
December 7, 1995
November 11, 1968

June 1, 1996
November 30, 1994
May 27,7992
July 19, 1999
September 29, 1993

November L2, tS46
June 24, 1993
June 30, 1995
February 1, 1996
January 21, 1993

September 20, 1996
May 30, 1994
February 15, 1961
August 5, 1982
July 20, 1964

June 1, 1996
May 11, 1967
June 19, 1974
july 1, 1994
December 16, 1997

November 26, 1946
December 4, 1975
August 22, 1994
February 15, 1961
September 8, 1995

June 1, 1995
September 12, 1988
June 4, 1973
March 25, 1998
June 1, 1996

December 10, 1998
December 3, 1984
lvlay 30, 1980
August 24, 1981
october 6, 1994

September 23, 1992
March 22, 1961
June 1, 1996
May 15,2002
January 3, 1978

Croatia

Cyprus

Czech Republic
Denmark
DJibouti

Dominica
Dominican Republic
Ecuador
Egvpt

El Salvador

Equatorial Guinea

Estonia

Fiji

Finland
France

Gabon

Gambia,The
Georgia

Germany

Ghana

Greece

Grenada

Guatemala
Guinea

Guinea-Bissau

Guyana

Haiti

Honduras
Hungary

lceland

Panama

Papua New Guinea

Paraguay

Peru

Philippines

Poland

Portugal

Qatar
Romania

Russian Federation

Rwanda

St. Kitts and Nevis

St. Lucia

St. Vincent and the Grenadines

Samoa

San Marino
Saudi Arabia

Senegal

Serbia and lvlontenegro

Seychelles
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Table 11.12 (concluded)

Member
Effectlve date
of accoptance Member

Effectlve date
of acceptance

Sierra Leone

Singapore

Slovak Republic

Slovenia

Solomon lslands

South Africa

Spain
Sri Lanka

Sudan

Suriname

Swaziland

Sweden

SwiUerland
Tajikistan

Tanzania

Thailand
TimorLeste

December 14, 1995
November 9, 1968
october 1, 1995
September 1, 1995
)uly 24,7979

September 15, 1973
July 15, 1986
March 15, 1994
october 29,2003
June 29, 1978

December 11,1989
February 15, 1961
May 29, 1992
December 9,2004
July 15, 1996

lVay 4, 1990
July 23,2002

Togo

Tonga

Trinidad and Tobago

Tunisia

Turkey

Uganda

Ukraine

United Arab Emirates

United Kingdom
United States

Uruguay

Uzbekistan

Vanuatu

Venezuela

Yemen, Republic of

Zambia
Zimbabwe

June 1, 1996
March 22, 1991
December 13, 1993
January 6, 1993
l\,larch 22, 1990

April 5, 1994
September 24, 1996
February 13, 1974
February 15, 1961
December 10, 1946

May 2, 1980
october 15,2003
December 1, 1982
July 1, 1976
December 10, 1996

April 19,2002
February 3, 1995
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Table 11.13 De facto exchange rate arrangements and anchors of monetary policy as of April 30, 2005

Classlffca0on ol exchange rato roglmos and

monetary frameworkt

This classification system is based on members'actual, de facto, arrangements as
identilied by IMF staff, which may differ from their officially announced arrangements.
The scheme ranks exchange rate arrangements on the basis of their degree of
flexibility and the existence of formal or informal commitments to exchange rate
paths. lt distinguishes among different forms of exchange mte regimes, in addition to
arrangements with no separate legal tender, to help assess the implications of the
choice of exchange rate arrangement for the degree of monetrry policy
independence. The system presents members' exchange rate regimes against
alternative monetary policy frameworks with the intention of using both criteria as a

way of providing greater transparency in the classification scheme and to illustrate
that different exchange rate regimes can be consistent with similar monetary policy
frameworks. The following explains the categories.

Exchango rate reglmes

Exchange arranlements with no separate leEal tender

The cunency of another country circulates as the sole legal tender (formal
dollarization), or the member belongs to a monetary or currency union in which the
same legal tender is shared by the members of the union. Adopting such regimes
implies the complete surrender of the monetary authorities' independent control over
domestic monetary policy.

Cu rrency boa rd a r ran ge m ents

A monetary regime based on an explicit legislative commitment to exchange
domestic currency for a specified forelgn currency at a fixed exchange rate,
combined with restrictions on the issuing authority to ensure the fulfillment of its
legal obligation.This implies that domestic currency will be issued only against
foreign exchange and that it remains fully backed by foreign assets, eliminating
traditional central bank functions, such as monetary control and lender-of-last-
resort, and leaving little scope for discretionary monetary policy. Some flexibility may

still be afforded, depending on how strict the banking rules of the currency board
arrangement are.

jthet conventional tixed peg arrangements

The country (formally or de facto) pegs its currency at a fixed rate to another
currency or a basket of currencies, where the basket is formed from the currencies
of major trading or financial partners and weights reflect the geographical

distribution of trade, services, or capital flows. The currency composites can also
be standardized, as in the case of the SDR. There is no commitment to keep the
parity i(evocably. The exchange rate may fluctuate within narrow margins of less

than t1 percent around a central rate-or the maximum and minimum value of the
exchange rate may remain within a narrow margin of 2 percent-for at least three
months.The monetary authority stands ready to maintain the fixed parity through
direct intervention (that is, via sale/purchase offoreign exchange in the market) or
indirect intervention (for example, via aggressive use of interest rate policy,

imposition of foreign exchange regulations, exercise of moral suasion that
constrains foreign exchange activity, or intervention by other public institutions).
Flexibility of monetary policy, though limited, is greaterthan in the case of
exchange arrangements with no separate legal tender and currency boards
because traditional central banking functions are still possible, and the monetary
authority can adjust the level of the exchange rate, although relatively
infrequently.

PeEElBd exchange rates witiin hoizontal bands

The value of the currency is maintained within certain margins of fluctuation of at
least t1 percent around a fixed central rate or the margin between the maimum
and minimum value of the exchange rate exceeds 2 percent. lt also includes
arrangements of countries in the exchange mte mechanism (ERM) of the European

Monetary System (EMS), which was replaced with the ERM ll on January 1, 1999.
There is a limited degree of monetary policy discretion, depending on the band
width.

Crawling pe$s

The currency is adjusted periodically in small amounts at a fixed rate or in response to
changes in selective quantitative indicators, such as past inflation differentials vis-a-vis

major Uading partnec, differentials between the inflation target and expected inflation
in major trading partne6, and so forth. The rate of crawl can be set to generate

inflauon-adjusted changes in the exchange rate (bacl$ard looking), or set at a
preannounced fixed rate and/or below the projected inflatjon differenuals (forward
looking). Maintaining a crawling peg imposes constmints on monetary policy in a

manner similar to a fixed-peg system.

Erchange rates within crawling bands

The currency is maintained within certain fluctuation margins of at least i1 percent

around a central cte-orthe margin between the maximum and minimum value of
tie exchange rate exceeds 2 percent-and the central rate or margins are adjusted
periodically at a fixed rate or in response to changes in selective quantitative

indicators. The degree of exchange rate flexibility is a function of the band width.
Bands are either symmetric around a crawling central parity or widen gmdually with
an asymmetric choice of tie crawl of upper and lower bands (in the latter case, there
may be no preannounced central rate). The commitment to maintain the exchange

rate within the band imposes constraints on monetary policy, with the degree of
policy independence being a function of the band width.

Managed floatinE with no predetermined path for the exchange nte

The monetary authority attempts to influence the exchange rate without having a

specific exchange rate path ortarget. lndicators for managingthe rate are broadly
judgmental (for example, balance of payments position, intemational reserves,
parallel market developments), and adjustmenb may not be automatic. lntervention
may be direct or indirect.

I n d e pe nde ntly floati n E

Ihe exchange rate is market-determined, with any official foreign exchange market
intervention aimed at moderatng the rate of change and preventing undue
fluctuations in the exchange rate, rather than at establishing a level for it.

Monotsry pollcy tramewod(

Exchange rate anchor

Ihe monetary authority stands ready to buy or sell foreign exchange at given quoted
rates to maintain the exchange rate at its preannounced level or range; the exchange

rate serves as the nominal anchor or intermediate target of monetary policy. This type
of regime covers exchange rate regimes with no separate legal tender; currency board
arrangements; fixed pegs with and without bands; and ctrwling pegs with and without
bands.

M oneta ry a Ure gate a n chor

The monetary authority uses its instruments to achieve a target growth rate for a
monetary aggregate, such as reserve money, M1, or M2, and the targeted aggegate
becomes the nominal anchor or intermediate target of monetrry policy.

I nfl ati o n ta rgeti n g f ra mewo rk

This involves the public announcement of medium-term numedcal targets for inflation
with an institutional commitment by the monetary authority to achieve these targets.
Additional key features include increased communication with the public and the
markets about the plans and objectives of monetary policymakers and increased
accountability of the central bank for attaining its inflation objectives. Monetary policy
decisions are guided by the deviation of forecasts of future inflation from the
announced target, with the inflation forecast acting (implicitly or expliciuy) as the
intermediate target of monetary policy.

Fund-supported or other monetary program

This involves implementation of monetary and exchange rate policies within the
confines of a framework that establishes floors for international reserves and ceilings
for net domestic assets of tie central bank. lndicative brgets for reserve money may
be appended to this system.

Other

The country has no explicitly stated nominal anchor but, rather, monitors various
indicators in conductng monetary policy, or there is no rele!'ant information available
for the country
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Table 11.13 (continued)

Monotary pollcy framework

Exchange
rato roglmo
(number of
countrles) Exchango rato anchol

Monotaty
a6grogate
targot

!nllatlon-
targ6tlng
fiamework

IMF*upported
or othet
monetary
progmm Other

Bdtrr1l
arnnltnrant3
rl$ no rapanta
Ltt! bd.r(f1)

Anothet
currency as
leEal tender

Ecuador
El Salvadora

Kiribati
Marshall lslands
Micronesia, Fed.

States of
Palau

Panama

San Marino
TimorLeste

CFA franc zone (14)
Euro area (12f
Austria

Belgum
Finland
France

Germany

Greece

lreland
Italy
Luxembourg

Netherlands
Portugal

Spain

ECCU G)2
Antigua and

Barbuda
Dominica*
Grenada

St. Kitts and Nevis

St. Lucia

St. Vincent and
the Grenadines

WAEMU

Benin

Burkina Faso*

Cote d'lvoire*
Guinea-Bissau
Mali*
Niger+

Senegal*
Togo

CAEMC

Cameroon*
Central Alrican Rep.

Chad*
Congo, Rep. of*
Equatorial Guinea

Gabon*

qmtocy borrd
.mn!!ilmt3(7)

Bosnia and
Hezegovina5

Brunei
Darussalam

Bulgaria*
Hong Kong SAR

Djibouti
Estonia6

Lithuaniao

odl.r coilrurdoml
fbd-D.a
.m'l!.milb({a)

Against a singe
currency (35) Against a composite (7)

Aruba BotswanaT

Bahamas,TheT FUi

Bahrain Libya

Barbados Malta
Belize Morocco
Bhutan Samoa
Cape Verde* Vanuatu

ChinaJ8
Comorosg

Eriuea

Guinea8

lraq8

Jordan8

Kuwait
Latvia

Lebanons
Lesotho
Macedonia, ffi8
Malaysia

Maldives
Namibia
Nepal*
Netherlands Antilles
0man

Qatar
Saudi Arabia

Seychelles8

Swaziland
Syrian Arab Rep.7

Trinidad and Tobago8

Turkmenistans

Ukraine8

United Arab Emirates

Venezuela

Vietnam8

Chinafs

Pogtld oxchango
r.!rrultliln
hodront l
hndr (6)10

Within a
cooperctive
arnngement (2)

Denmark6

Slovenia6

Other band
arrangements (3)

Cyprus

Hungaryt
Tonga

Hungaryt
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Table 11.13 (concluded)

Monotary pollcy framework

ExchanEle
rat6 reglme
(number of
countrles) Exchang6 rate anchol

Monetary
aggregato
target

lnflatlon-
targ6tlng
framework

IMF-supported
or othel
monetary
proElam (Xher

Cralllng pogr (5) Bolivia

Costa Rica

Honduras* t8
Nicaragua *

Solomon lslandss

Honduras*f8

Erchon8a ratsr
wlthln crarvllng
bards (l)

Belarusl 1

Managod flortlng
wltt no pre.

dokrmlnod path
for tho orchango
nto (521

Bangladesh*
CambodiaT

Egvpt
Ethiopia
Ghana*8
Guyana.
lndonesia
lran, l.R. of
Jamaica8

Maudtius
Moldova

Sudan
SurinameT

Tunisia

Zambia

Colombia *

Czech Rep.

Guatemala8

Peru*
Thailand

Argentina*
Azerbaijan*
Croatia*
Georgia*
11r19*3' 8

Kenya*
Kyrg)z Rep.*
Lao PD.R.*7

Mongolia*
Mozambiquer8
Rwanda+

Serbia and
Montenego*12

Tajikistan*

Afghanistan, l.R. of
Algeria3

Angota3

Burundi*3
Gambia,The*3 8

lndia3

Xazakhstan3

Mauritania

MyanmaF' 7,8

Nigerias

Pakistan3

Paraguay*3

Romania *

Russian Federation3

Sdo Tom6 and
Principe

Singapore3

Slovak Rep.3

Uzbekistan3, 7

ZimbabweT

lrtdapondontly
fiordna (34)

Madagascar
Malawi
Siena Leoners
Sri Lanka*
Uruguay

Yemen, Rep. of

Australia Albania*
Brazil Armenia*
Canada Congo, Dem.

Chile Rep. of the+
lceland Tanzania*

lsraelJ8 Uganda*
Korea

[,4exico

New Zealand

NoMay
Philippines
Poland

South Africa

Sweden

Turkey

United Kingdom

Dominican Rep.*3
Japan3

Liberia3 s

Papua New Guinea3

SomaliaT,l3
Switzerland3

United States3

Sources: IMF staff reports; Recent Econonic Developmentsi and lntemational Finarcial Statistics.

monetary policy.

lBased on "Exchange Arrangements and Foreign Exchange Markets: Developments and lssues" (unpublished; SM/02l233, luly 22,2002).
The ECCU has a currency board arrangement.
3These countries have no explicitly stated nominal anchor but, rather, monitorvarious indicators in conducting monetary policy.

out physically.
sln the Republika Srpska, the Serbian dinar circulates.

Ehe member participates in the ERM ll of the European monetary system.
The member maintains an exchange arrangement involving more than one foreign exchange market.The arrangement shown is that maintained in the major market.
sthe regime operating de facto in the country is ditferent from its de jure regime.
scomoros has the same arrangement with the French Treasury as the CFA franc zone countries,

10lhe band widths forthese countries are as follows: Cyprus r15%, Denmail t2.25o/o, Hungary r15%, Slovenia r15%, andTonga 15%.
l1The band width is adjusted frequently.

the euro is legal tender. ln the UN-administered province of Kosovo, the euro is the most widely used currency.
13As insufficient information on the country is available to confirm this classillcation, the classification of the last official consultation is used.

L26



APPENDTX | ilr

Principal policy decisions of the
Executive Board

Erternal audit firm-mandatory rotatlon and llmits on

provision of audit-related services and non-audit-
related services

1. The contract to conduct the annual external audit of the financial state-

ments of the Fund required underArticle Xll, Section 7(a) of the Fund'sArti-

cles ofAgreement and Section 20 of the Fund's By-Laws shall be subject t0

bids every five years.

2. There shall be a mandatory rotation of the Fund's external audit flrm every

10 years. ln cases where the Fund's external audit firm is awarded a second

consecutive five-year contract after the first five-year period, the new contract

will require that the audit firm rotate the engagement partner and the audit

manager.

3.The Fund's external auditfirm shall not be eligibleto bid for, and shall not

be awarded, the provision of non-audit-related consulting services to the

Fund. The provision of audit-related consulting services to the Fund by the

Fund's external audit firm shall be subject to the prior approval of the Execu-

tive Board after consultation with the External Audit Committee (EAC), pro-

vided that, under no circumstances, shall the remuneration of the Fund's

external audit firm for such services exceed 33 percent of the value of the

flve-year contract for conducting the annual audit of the financial statements

of the Fund.

4.This decision shall not preclude the Fund's current external audit firm from

submitting bids in accordance with this decision and completing any other

existing contracts with the Fund.

Decision No. 1j323-(04/7 8)

Adopted August 5,2004

Eleventh General Revlew of Quotas-establlshment of
new period for consent to increases

l. The Executive Board approves the attached draft Resolution for transmis-

sion to the Board of Governors proposing the establishment of a new period

for consent under the Eleventh Quota Review approved by Board of Gover-

nors Resolution No. 53-2, effective January 30, 1998. Pursuant to Article lll,

Section 2(c) of the Fund's Articles of Agreement, the adoption of the Resolu-

tion requires positive responses from Governors having an 85 percent major-

ity of the total voting power.

ll. 1.The Board of Governors is requested to vote without meeting pursuant

to Section 13 of the By-Laws upon the proposed Resolution entitled

"New Period for Consent-lncreases in Quotas of Fund Members under

the Eleventh General Reviewl'

2.The Secretary is directed to send the proposed Resolution entitled'New

Period for Consent-lncreases in Quotas of Fund Memben under the

Eleventh Quota Review," to each member of the Fund by rapid means of

communication on or before August 31,2004.

3.To be valid, votes must be cast by Governors orAlternate Governors and

must be received at the seat of the Fund on or before 6:00 p.m., Wash-

ington time, on September 20, 2004. Votes received after that time will

not be counted.

4. The effective date of the Resolution of the Board of Governors shall be

the last day for voting.

5. All votes cast pursuant to this decision shall be held in the custody of the

Secretary until counted, and all proceedings with respectthereto shall be

confldential until the Executive Board determines the result ofthe vote.

6.The Secretary is authorized to take such further action as he shall deem

appropriate in order to carry out the purposes of this decision

(EBD/04/98,8/25/04).

Decislon No. 13336-(04/82)

Adopted Autust 30,2004

Attachment

Proposed Resolution of the Board of Governors: New Period for Consent-

lncreases of Quotas of Members under the Eleventh General Review

WHEREAS paragraph 4 of the Board of Governors' Resolution No. 53-2

states that, to become effective, duly executed notices for consent to

increases in quota under the Resolution must be received in the Fund

before 6:00 p.m., Washinglon time, January 31, 2000, provided that the

Executive Board may extend this period as it may determine;

WHEREAS the last extension ofthe period established in accordance with

paragraph 4 of the Resolution expired at 6:00 p.m., Washin$on time, July

31,2004;

WHEREAS the Executive Board has recommended the adoption of a Resolu-

tion of the Board of Governors, by vote without meeting pursuant to Section

13 of the By-Laws of the Fund, setting a new period for receipt of consents

to increases in quota under Board of Governors Resolution No.53-2, so as

to give members that have been unable to consent to their proposed

increases in quotas under such Resolution a further opportunity to do s0;

N0W,THEREF0RE, the Board of Governors hereby RESOLVES that

Fund members that have not consented to an increase in their quotas as

proposed by Board of Governors Resolution No. 53-2 within the period

established in accordance with paragraph 4 of that Resolution, shall have

until 6:00 p.m., Washington time, September 19, 2005, to submit notices in

accordance with paragraph 2 of Resolution No. 53-2, by a duly authorized

official of the member, provided that the Executive Board may extend this

period as it may determine.

PRG F Trust-Reserve Account- revlew

Pursuant to Decision No. 10286-(93/23) ESAE adopted on February 22,

1993, as amended, the Fund has reviewed the adequacy of the balances
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in the Reserve Account of the PRGFTrust and determines that they

are sufficient to meet all obligations that could give rise to payments from

the Account to lenders to the Loan Account of the PRGFTrust in the six

months from october 1, 2004, to March 31,2005 (SM/04/309,
8/31/04).

Decision No. 13348-(04/87) PRGF

Adopted September 14, 2004

PRGF-HIPC Trust lnstrument-Amendment

The lnstrument to Establish a Trust for Special PRGF operations for the

Heavily lndebted Poor Countries and lnterim PRGF Subsidy operations
(Annex to Decision No. 11436-(97l10), adopted February 4, 1997), shall

be amended as follows:

1. Section l, Paragraph 1, subparagraph (ix) shall be revised to read as

follows:

"(ix)'PRSP'means a Poverty Reduction Strategy Paper prepared by the

member concerned in a participatory process involving a broad range of

stakeholders and setting out a comprehensive three-year poverty reduction

strategy; and"

2. Section l, Paragraph 1, subparagraph (x) shall become Section l, Para-

graph 1, subparagraph (xiv).

3.TIe following subparagraphs shall be added to Section l, Paragraph 1:

"(x)'|-PRSP'means an lnterim Poverty Reduction Strategy Paper prepared

by the member concerned setting out a preliminary reduction strategy as

a precursor to a full PRSP; and

'(xi)'PRSP preparation status report'means a report prepared by the

member concerning updating the preliminary poverty reduction strategy

set out in an l-PRSP in anticipation of a full PRSP; and

'(xii) APR'means an Annual Progress Report prepared by the member

concerned reporting on the implementation of a PRSP and updating it as

appropriate; and

"(xiii)'Joint StaffAdvisory Note'means a document prepared by the staff

of the Bank and the Fund containing an analysis of the strengths and

weaknesses of the poverty reduction strategy of the member concerned

and identifying priority action areas for strengthening the poverty reduction

strategy during implementation; and"

4.The following sentence shall be added at the end of Section lll, Paragraph

2(a\:

'Moreover, the member shall have in place a satisfactory poverty reduction

strategy set out in an I-PRSB PRSP preparation status report, PRSP orAPR,

that has been issued to the Executive Board, normally within the previous

12 months, but in any case within the previous 18 months, and has been

the subject of an analysis in a Joint StaffAdvisory Note also issued to the

Executive Board."

5. Section lll, Paragraph 2(c), third sentence, shall be amended to read as

follows:

'ln addition, the member country concerned shall have prepared a PRSP

and implemented satisfactorily the strategy therein described for at least

one year by the completion point as evidenced by an APR that has been

issued to the Executive Board, normally within the previous 12 months, but

in any case within the previous 18 months, and has been the subject of an

analysis in a Joint StaffAdvisory Note also issued to the Executive Board"

(sM/04/374, tt/ 4/04).

Decision No. 13373-(04/105) PRGF

Adopted November 9, 2004

PRGF Trust lnstrument-Amendment

The lnstrument to Establish the Poverty Reduction and Growth FacilityTrust

(Annex to Decision N0.8759-(871176) ESAE adopted December 18, 1987,

shall be amended as follows:

The following subparagraph (g) shall be added to Section ll, Paragraph 1:

"(g) The Trustee shall not approve a new arrangement or complete a review

under an arrangement unless it finds that (i) the member concerned has a

poverty reduction strategy set out in an I-PRSB PRSP preparation status

report, PRSB orAPR that has been issued to the Executive Board, normally

within the previous 12 months, but in any case within the previous

18 months; (ii) the I-PRSB PRSP preparation status report, PRSB orAPR

has been the subject of an analysis in a Joint StaffAdvisory Note also

issued to the Executive Board, provided, however, that no Joint Staff Advi-

sory Note will be required in connection with a PRSP preparation status

report, in which case the analysis of the PRSP preparation status report

will be included in the staff report on a new arrangement or a review under

an arrangement; and (iii) if there are any weaknesses in the members
poverty reduction strategy, such as those identifled in the Joint StaffAdvi-

sory Note, and they are critical to Fund support under a PRGF arrange-

ment, they have been addressed. For purposes of this lnstrument, the

terms I-PRSP PRSP preparation status report, PRSP APR, and Joint Staff

Advisory Note shall have the meaning given to each ofthem in Section l,

Paragraph 1 of the PRGF-HIPC Trust lnstrument (Annex to Decision No.

1 1436-(971 10), adopted February 4, 1997)" (SM/ 04/37 4, lL/ 4/04).

Declsion No. 13374-(04/105) PRGF

Adopted November 9, 2004

lncome posltion-review of rate of charge on use of
Fund resources for FY2005

1. Effective November 1, 2004, the proportion of the rate of charge to the

SDR interest rate under Rule T-l shall be 136 percent.

2. Any net income for financial year 2005 in excess of the net income target

for FY2005 of SDR 191 million shall be used, first, to reduce retroactively, to

the extent possible, but not below 136 percent, the proportion of the rate of

charge to the SDR interest rate under RuleT-l refened to in paragraph I of

Decision No. 13236-(04/42), adopted April 30, 2004, for the period May 1,

2004 to october 31, 2004; and, second, to further reduce retroactively the
proportion of the rate of charge for the entire FY2005. ln all other respects,

Decision No. 13236-(04/42), adopted April 30,2004, shall continue to

apply (EBS/04/ 1 7 t, t2/ 6/ 041.

Decisio n No. 1 3 398-(04/ 1 1 3 )
Adopted December 13, 2004

European Central Bank-observer status-review

A. Pursuant to Decision No. 13165-(04/1), adopted December 29, 2003
the Executive Board has reviewed Decision No. 12925-(03/1), adopted
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December 27, 2002, entitled "European Centra l Bank-0bserver Statusi' a nd

has decided to amend Decision No. 12925 to read as follows:

1.The European Central Bank (ECB) shall be invited to send a representative

to meetings of the Executive Board on

r Euro area policies in the context ofthe Article lV consultations with

member countries under Decision No. 12899-(02l119);

r Fund surveillance under Article lV over the policies of individual euro

area members;

r Role of the euro in the international monetary system;

r World Economic 0utlook;

r Global Financial Stability Reports; and

rWorld economic and market developments.

2. ln addition, the ECB shall be invited to send a representative to meetings

of the Executive Board on agenda items recognized by the ECB and the Fund

to be of mutual interest for the performance of their respective mandates. lt

is understood, for purposes of this paragraph and provided that there is no

objection from the member concerned, that the ECB shall be invited to send

a representative to meetings of the Executive Board on

r Fund surveillance underArticle lV overthe United States ofAmerica and

Japan;

r Fund surveillance under Article lV over the non-euro area member coun-

tries of the European Union; and

r Fund surveillance overthe policies of, and on use of Fund resources by,

members that are accession countries to the European Union. Currently,

the following members are accession countries to the European Union:

Bulgaria, Croatia, Romania, and Turkey. The Executive Board will be

informed by management, after consultation with the Presidency of the

Council of the European Union, of any changes to that list.

3. At Executive Board meetings, the representative of the ECB will have the

status of observer and, as such, will be able to address the Board with the

permission of the Chairman on matters within the responsibility of the ECB.

4.The Fund shall communicate to the ECB (i) the agenda for all Board meet'

ings and (ii) the documents for the Executive Board meetings to which the

ECB has been invited.

5. The Board notes that the ECB has agreed to preserve the confidentiality

of all information and documents communicated by the Fund to the ECB, as

specifled by the Fund, and that any such information and documents shall

be solely for the internal use of the ECB.

B. Decision No. 12925-(03/1), adopted December 27, 2002, as amended

by this Decision, shall be reviewed again before ianuary 1, 2006

IEBD/04/ 139, t2/ 17/04).

Decision No. 134141 05/01)
Adopted December 23, 2004

Fund emergency assistance for natural disasters-
subsidization to PRGF-ellgible members

The lnstrument to Establish the Post-Conflict Emergency Assistance

Subsidy Account for PRGF-Eligible Members shall be amended to read as

follows:

lnstrument to Establish the Post-Conflict and Natural Disaster Emergency

Assistance Subsidy Account for PRGF-Eligible Members

Principal policy decisions of the Executive Aoard I lll

To help fulfill its purposes, the lnternational Monetary Fund (the Fund)

has adopted this lnstrument to establish an account in accordance with

Article V, Section 2(b) (the Account), which shall be governed by, and

administered in accordance with, the following provisions:

Paragraph 1. Purpose of the Account

The purpose of the Account shall be the administration and disbursement of

resources provided to the Account by Contributors for the subsidization of

the rate of charge on postconflict and natural disaster emergency assistance

purchases made by PRcF-eligible members under Decision No. 12341-

(00/117), November 28, 2000 (eligible purchases). A membel is PRGF-

eligible if it is included in the list of members annexed to Decision

N0.8240-(86/56) SAE

Paragraph 2. Subaccounts

(a) The Account shall have at least three separate subaccounts to hold and

administer:

(i ) resources contributed for the subsidization of the rate of charge on

postconflict emergency assistance only;

(ii) resources contributed for the subsidization of the rate of charge on

natural disaster emergency assistance only; and

(iii) resources contributed for the subsidization of the rate of charge

on both postconflict emergency and natural disaster emergency

assistance.

(b) Further subaccounts may be established to hold and administer

resources for the purposes of the Account contributed for a specific

eligible member. Resources contributed to subsidize postconflict emer
gency assistance prior to January 21,2005, will be placed into the

subaccount referred to under (i) of this paragraph, unless otherwise speci-

fied, by the Contributor, and used only for the subsidization of the rate of

charge on post-conflict emergency assistance purchases by eligible

members.

Paragraph 3. Resources of the Account

The resources held in the Account shall consist of

(i) grant contributions made to the Account for the purposes of

paragraph 1;

(ii) loans, deposits, and other types of investments made by Contributors

to the Account to generate income to be used for the purposes of

paragraph 1; and

(iii) net earnings from the investment of resources held in the Account.

Paragraph 4. Contributions to the Account

The Fund may accept contributions of resources to the Account on such

terms and conditions as may be agreed between the Fund and the

respective Contributors, subject to the provisions of this Account. For this

purpose, the Managing Director is authorized to accept grants and enter into

loan, deposit, or other types of investment agreements with the Contributors

to the Account.

Paragraph 5. Unit of account

The SDR shall be the unit of account.
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Paragraph 6. Media of payment of contributions and
exchange of resources

(a) Resources provided to the Account shall be in any freely usable currency

or such other media as may be agreed by the Fund and the

Contributor.

(b) Resources held in the Account may be cunencies or cunencies

exchanged for SDRs in accordance with such arrangements as may be

made by the Fund for holding and use of SDRs.

(c) The Fund may exchange any of the resources held in the Account pro-

vided that any balance of a cunency held in the Account may be

exchanged only with the consent of the issuer of such currency.

(d) Payments made from the Account shall be made in SDRs or such other

media as may be determined by the Fund.

Paragraph 7. Use of the resources

(a) The resources of the Account (including any net income from the invest-

ment of such resources) shall be used to provide grants to PRcF-eligible

members that have made postconflicl and/ot natural disaster emergency

assistance purchases under Decision No. 12341-(00/117) (eligible

recipients), in order to subsidize to an annual rate of 0.5 percent the rate

of charge payable to the Fund on the Fund's holding of the member's

currency resulting from those purchases. 0nly charges payable after the

establishment of the Account will be eligible for subsidization. An other
wise eligible recipient will not be eligible for grants under this provision

while in arrears to the General Resources Account, the Special Disburse-

ment Account, the SDR Department, or to a Trust administered by the

Fund asTrustee.once anears are cleared, only charges payable after

such clearance will be eligible for subsidization.The subsidization of

emergency natural disaster assistance will be provided upon request by

eligible recipients.

(b) The grants will be made available to eligible recipients at the same time

as quarterly charges on eligible purchases fall due, subject to the avail-

ability of adequate resources in the Account, in an amount sufficient to

reduce that quarterly rate of charge to 0.5 percent on an annual basis. lf,

in any quarter, the resources of the Account are insufficient to subsidize

the rate of charge on all eligible purchases to 0.5 percent for that quar
ter, the subsidy to each eligible recipient shall be pro-rated to bring the

effective rate of charge paid after subsidization to the closest common

percentage to 0.5 percent.

(c) Earmarked resources contributed to the Account shall be used in accor-

dance with the terms agreed with the Contributor and shall not be taken

into consideration in the determination of the grant subsidy under sub-

paragraph (b) above. An eligible recipient beneficiary of earmarked

resources shall not receive a lower grant subsidy than provided under

subparagraph (b) above.

Paragraph 8. Authority to invest resources in the Account

(a) Resources held in the Account and not immediately needed for opera-

tions of the Account shall be invested at the discretion of the Managing

Director, subject to the provisions of subparagraph (c).

(b)The Managing Director is authorized (i) to make all arrangements, includ-

ing the establishment of accounts in the name of the Fund, with such

depositories as he deems necessary to carry out the operations of the

Account, and (ii) to take all other measures he deems necessary to

implement the provisions of this lnstrument.

(c) lnvestments may be made in any of the following: (i) marketable

obligations issued by an international financial organization and

denominated in SDRs or in the currency of a member of the Fund;

(ii) marketable obligations issued by a member or by a national official

financial institution of a member and denominated in SDRs or in the

currency of that member; and (iii) deposits with a commercial bank, a

national official financial institution of a member, or an international

financial institution that are denominated in SDRs or in the cunency of

a member.

Paragraph 9. Administration of the Account

(a) Assets held in the Account shall be kept separate from the assets and

property of all other accounts of, or administered by, the Fund.The assets

and property held in such other accounts shall not be used to discharge

or meet any liabilities, obligations, or losses of the Fund incurred in the

administration of the Account; nor shall the assets of the Account be

used to discharge or meet any liabilities, obligations, or losses incurred

by the Fund in the administration of such other accounts.

(b) The Fund shall maintain separate financial records and prepare separate

financial statements for the Account. The financial statements for the

Account shall be expressed in SDRs and prepared in accordance with

lnternational Accounting Standards.

(c) The external audit firm selected under Section 20 of the Fund's By-Laws

shall audit the operations and transactions conducted through the

Account. The audit shall relate to the financial year of the Fund.

(d)The Fund shall report on the resources and position ofthe Account in the

Annual Report of the Executive Board to the Board of Governors and shall

include in that Annual Report the audit report of the external audit firm

on the Account.

(e) Subject to the provisions of this lnstrument, the Fund, in administering

the Account, shall apply, mutatis mutandis, the same rules and proce-

dures as apply to operations of the General Resources Account of the

Fund.

Paragraph 10. Fees

(a) N0 charge shall be levied in respect of the services rendered by the Fund

in the administration, operation, and termination of this Account.

(b) All investment costs, including but not limited to costs associated with

the exchange of cunencies, purchase of securities, and hiring of external

asset managers and custodian banks, shall be borne by, and deducted

from, the Account.

Paragraph 1 1. Termination

(a) The Account may be terminated at any time by the Fund.

(b) Termination shall be effective on the date that all Contributors have

received a notice oftermination or on such later date, if any, as may be

specified in the notice of termination.

(c) Any balance remaining in the Account on the date of its termination and

after discharge of all obligations of the Account shall be transfened
promptly to each of the Contributors in the proportion that the SDR

equivalent of its respective contribution bears on the total contributions;

except that
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(i) in the case of earmarked contributions that have been fully used no

such transfer shall be made, and

(ii) a Contributor may instruct that its share or a specified portion thereof

be utilized for such other purposes as may be mutually agreed

between the Contributor and the Managing Director.

Paragraph 12. Amendments

The provisions of this lnstrument may be amended by a decision of the Fund.

Should the Fund amend the terms and conditions ofthis lnstrument in a

manner that changes the purpose for which contributions are to be used,

each Contributor shall have the right to withdraw its individual unused contri-

bution in the proportion that the SDR equivalent of its respective contribution

bears to the total contributions.

Paragraph 13. Settlement of questions

Any questions arising under this lnstrument shall be settled by mutual agree-

ment between the Fund and the Contributors (EBS/05/4, L/ L0/05).

Decision No. 13417 -(05/5)

Adopted Januaty 21, 2005

Task force on publacation of Fund documents and

information in languages other than English-
establashment

The Executive Board approves the establishment of a task force on publica-

tion of Fund documents and information in languages other than English as

setforth in EBD/05/t2 (2/11/05).

Decision A- 1 2347 -(05/ 15)

Adopted February 15, 2005

Access policy and limits in credlt tranches and under

Extended Fu nd Facility-revlew

1.The Fund has reviewed the guidelines and the limits for access by mem-

bers to the Fund's general resources in the credit tranches and under the

Extended Fund Facility set forth in Decision No. 12932-(03/6), adopted Jan-

uary 31,2003. Subject to paragraph 2 below, access by members to the

Fund's general resources in the credit tranches and under the Extended Fund

Facility shall be subject to (a) an annual limit of 100 percent of quota, and

(b) a cumulative limit of 300 percent of quota, net of scheduled repur

chases.These limits shall not be regarded as targets. Within these limits, the

amount of access in individual cases will vary according to the circum-

stances of the member in accordance with criteria established by the Execu-

tive Board.

2. 0verall access by members to the Fund's general resources shall be sub-

ject to (a) an annual limit of 100 percent of quota, and (b) a cumulative

limit of 300 percent of quota, net of scheduled repurchases. The Fund may

approve access in excess ofthe limits setforth in this decision in exceptional

circumstances, provided that, at a minimum, the four substantive criteria set

forth in BUFF/02 /159 (9/20/02) would need to be met to justify such

access for members facing a capital account crisis. The procedures set forth

in BUFF / 02 / 159 (9 / 20 / 02) and BUFF / 03 / 28 (3 / 5 / 03) shall apply t0 al I

cases involving access in excess of the limits set forth in this decision, and

Principal policy decisions of the Executive Aoard I II!

requests for such access in cases of members not facing a capital account

crisis shall be justified in light of the four substantive criteria set forth in

BUFF / 02 / t59 (9 / 20 / 02).

3.The guidelines for access, the access limits set forth in this decision, and

the experience with access in amounts exceeding these limits shall be

reviewed no later than April 1, 2007, on the basis of all relevant factors,

including the magnitude of members'balance of payments problems and

developments in the Fund's liquidity (EBS/05 / 42, Sup. 1,3/ 16/05).

Decision 13462 (05/32)

Adopted April 1,2005

Access limits under Povefi Reduction and Gro$/th

Faclli$-review

1. Pursuant to BUFF/03/28 (3/5/03), the Fund asTrustee ofthe Poverty

Reduction and Growth FacilityTrust (PRGFTrust) has reviewed the maximum

limit and the exceptional maximum limit on access to the resources of the

PRGFTrust established by Decision No. 8759-(871176), adopted December

18, 1987, as amended, and decides that these limits remain appropriate.

The Fund shall review these limits no later than April 1,2007 (EBS/05/42,

Sup. 1,3/16/05).

Decision 13463 (05/32)

Adopted April 1,2005

PRGF Trust-Reserve Account-revlew

Pursuant to Decision No, 10286-(93/23) ESAI adopted on February 22,

1993, as amended, the Fund has reviewed the adequacy of the balances in

the Reserve Account of the PRGFTrust and determines that they are suffi-

cient to meet all obligations that could give rise to payments from the

Account to lenders to the Loan Account of the PRGFTrust in the six months

from April 1, 2005, to September 30,2005 (EBS/05/48,3/23/05\.

Decislon 13468 (05/32)

Adopted March 31,2005

lncome position, rate of charge, and burden sharing for
rate of charge on use of Fund resoutces fot FY2006

1. Pursuant to Rule l-6(4)(a), effectlve May 1,2005, the rate of charge shall

be 108 basis points over the SDR interest rate under Rule T-1.

2.The net income target for FY2006 shall be SDR 188 million. Any net

income for FY2006 in excess of SDR 188 million shall be used to reduce

retroactively the margin over the SDR interest rate for FY2006 determined

in paragraph 1 of this decision. lf net income for FY2006 is below

SDR 188 million, the amount of projected net income for FY2007 shall be

increased by the equivalent of the shortfall. For the purpose of this provision,

net income shall be calculated without taking into account net operational

income generated by surcharges on holdings arising from purchases under

the Supplemental Reserve Facility (SRF), the level based surcharges on hold-

ings arising from purchases in the credit tranches and under the Extended

Fund Facility, or the effect on income of the implementation of lnternational

Accounti ng Standard 19-Em ployee Benefi ts ( EBS/05 / 62, 4 / ll / 05).

Decision 13483 (05/i7)
Adopted April 22,2005
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Burden sharing-implementatlon in FY2006

Section L Principles of burden sharing

l.Ihe financial consequences forthe Fund that stem from the existence of

overdue financial obligations shall be shared between debtor and creditor

member countries.

2.The sharing shall be applied in a simultaneous and symmetrical fashion

(EBS/05/62, 4/ tt/05\.

Section ll. Determination of rate of charge

The rate ofcharge referred to in Rule l-6(4) shall be adjusted in accordance

with the provisions of Section lV of this decision and Section lV of Executive

Board Decision No. 12189-(00/45), adopted April 28,2000 (EBS/05/62,

4/ 11/05\.

Section lll. Adjustment for deferred charges

Notwithstanding paragraph 1(a) of Section lV of Executive Board Decision

No. 12189-(00/45), adopted April 28,2000, the rate of charge and the rate

of remuneration determined under that Section shall be rounded to two deci-

mal places (EBS/05/62, 4/11/05\,

Section lV. Amount for Special Contingent Account T- 1

1. An amount of SDR 94 million shall be generated during financial year

2006 in accordance with the provisions of this Section and shall be placed

to the Special ContingentAccount-1 refened to in Decision No.9471-
(90/98), adopted june 20, 1990.

2. (a) ln order to generate the amount to be placed to the Special Contingent

Account-1 in accordance with paragraph 1 of this Section, notwith-

standing Rule l-6(4)(a) and (b) and Rule l-10, the rate of charge

referred to in Rule l-6(4) and, subject to the limitation in (b), the rate

of remuneration prescribed in Rule l-10 shall be adjusted in accor-

dance with the provisions of this paragraph.

(b) Notwithstanding paragraph 1 above, adjustments to the rate of charge

and the rate of remuneration under this paragraph shall be rounded to

two decimal places. No adjustment in the rate of remuneration under

this paragraph shall be carried to the point where the average remu-

neration coefficient would be reduced below 85 percent for an adjust-

ment period.

(c) The adjustments under this paragraph shall be made as of May 1,

2005, August 1, 2005, November 1, 2005, and February 1, 2006;
shortly after July 31 for the period May 1 to July 31; shortly after octo-

ber 31 for the period from August 1 to october 31; shortly after Janu-

ary 31 forthe period from November I to January 31; shortly after

April 30 for the period from February 1 to April 30.

3. (a) Subject to paragraph 3 of Decision No. 8780-(88/12), adopted Janu-

ary 29, 1988, the balances held in the Special ContlngentAccount-l

shall be distributed in accordance with the provisions of this paragraph

to members that have paid additional charges or have received

reduced remuneration as a result of the adjustment when there are no

outstanding overdue charges and repurchases, or at such earlier time

as the Fund may decide.

(b) Distributions under (a) shall be made in proportion to the amounts

that have been paid 0r have not been received by each member

because of the respective adjustments.

(c) lf a member that is entitled to a payment under this paragraph has any

overdue obligation to the Fund in the General Department at the time

of payment, the member's claim under this paragraph shall be set off
against the Fund's claim in accordance with Decision No. 8271-
(86/74), adopted April 30, 1986, or any subsequent decision ofthe
Fund.

(d) Subject to paragraph 4 of Decision No. 8780-(88/12), adopted Janu-

ary 29, 1988, if any loss is charged against the Special Contingent

Account-1, it shall be recorded in accordance with the principles of
proportionality set forth in (b) (EBS/05/62 , 4/ Ll/05).

Section V. Review

The operation ofthis decision shall be reviewed when the adjustment in the

rate of remuneration reduces the remuneration coefficient to the limit set

forth in paragraph 2(b) of Section lV ofthis decision and Section lV of Exec-

utive Board Decision No. 12189-(00/45), adopted April 28,2000
(EBS/05/62, 4/ tr/05).

Decision 13484 (05/37)
Adopted April 22,2005

Surcharges on purchases under Supplemental
Reserve Facili$ and in credit tranches and under
Extended Fund Facili$-disposition of net operating
income

For FY2006, after meeting the cost of administering the PRGFTrust, any

remaining net operational income generated by the surcharges on

holdings arising from purchases under the Supplemental Reserve Facility

and the level based surcharges on holdings arisingfrom purchases in the

credit tranches and under the Extended Fund Facility shall be placed, after

the end of that financial year, to the General Reserve (EBS/05/62,

4/ 1r/05\.

Decision 13486-(05/37 )
Adopted April 22,2005
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Press communiqu6s
of the lnternational Monetary and Financial
Committee and the Development Committee

lnternational Monetary and Flnancial Committee of the
Board of Governors of the lnternationa! Monetary Fund

Tenth Meeting, Washingon, D.C.

october 2,2004

1.The lnternational Monetary and Financial Committee held its tenth meet-

ing in Washington, D.C., on October 2, 2004, under the Chairmanship of Mr.

Gordon Brown, Chancellor ofthe Exchequer ofthe United Kingdom.The Com-

mittee welcomes Mr. Rodrigo de Rato as the new Managing Director and

looks fonvard to working closely with him on furthering the goals of global

stability and prosperity.

The global economy and financial markets-outlook, risks,

and policy responses

2. The Committee welcomes the strengthening and broadening of global eco-

nomic growth in 2004, supported by a strong upturn in global trade, support-

ive policies, and favorable financial market conditions.The global expansion

is expected to continue at a solid pace provided all countries implement

policies and reforms that will promote robust, balanced, and sustainable

growth. The Committee notes that downside risks to the recovery have

recently increased, stemming in part from the increase and volatility in oil

prices. These reflect geopolitical tensions, strong global demand, and market

dynamics.Ihe IMF stands ready to assist members that may be adversely

affected.

3. The Committee reiterates the desirability of stability in oil markets and

prices that are consistent with lasting global prosperity. To this end, it wel-

comes the decisions by oil-producing countries to continue to expand pro-

duction and urges further measures to increase capacity, and calls on

oil-consuming countries to take measures to promote energy sustainability

and efiiciency.The Committee also stresses the importance of dialogue

between consumers and producers, and of further progress to improve oil

market information and transparency.

4. The strength of the global recovery has set the stage for a gradual return to

more neutral monetary policies, with the desirable pace and timing of tight-

ening varying across countries, depending on cyclical positions. Continued

good communication of policy intentions will be essential to facilitate orderly

adjustment in financial markets to higher interest rates, where needed. lnfla-

tion remains low and risks to price stability remain moderate. However, poli-

cymakers should be ready to contain any inflationary pressures, including

from higher commodity prices, thereby ensuring noninflationary growth.

5. All countries should take advantage of the recovery to address medium-

term vulnerabilities and challenges with renewed commitment.The Commit-

tee considers that bold reforms on a wide front are needed to streng[hen

fiscal positions, remove structural impediments to growth, support the correc-

tion of global imbalances, reduce financial and corporate vulnerabilities, and

accelerate poverty reduction.

6. Fiscal consolidation remains a key priority in many counties. ln the

advanced economies, credible medium-term fiscal frameworks should be

based on well-defined policies, and ensure progress on consolidation particu-

larly in good times. Reforms of pension and health care systems will also be

critical to address the fiscal pressures from population aging. Although many

emerging market countries are making good progress in improving the structure

of public debt and strengthening fiscal positions, further efforts aIe needed to

bring public debt down to levels that will build adequate resilience to shocks.

Broad tax bases, effective and transparent public expenditure management,

and structural measures to boost growth will be important to improve debt sus-

tainability and meet social and infrastructure spending priorities.

7. Structural reforms remain crucial to strenS[hen the foundations for sus-

tained growth. Most advanced economies should step up their efforts to

increase economic efficiency and flexibility to take full advantage of the

opportunities from rapid technological change and global integration. Boost-

ing sustainable growth and increasing economic resilience across emerging

market countries, depending on country circumstances, will involve complet-

ing financial and corporate sector reforms; stren$hening banking supervision

and developing domestic capital markets; improving the investment climate;

and promoting economic diversiflcation.The Committee notes the importance

of addressing the economic implications of demographic changes. Depending

on country circumstances, policies will need to focus on boosting labor sup-

ply, increasing public and private savings, and lifting productivity.

8. Policies to support an orderly resolution of global imbalances are a shared

responsibility, and key to reinforcing the basis for more balanced and sus-

tainable growth.The Committee underscores the importance of progess on

medium-term fiscal consolidation in the United States, continued structural

reforms to boost growth in Europe and Japan, and, in emergingAsia, steps

toward greater exchange rate flexibility, supported by continued financial sec-

tor reform, as appropriate. Also, improving information and transparency in

markets, including the role of hedge funds, would help strengthen market

surveillance. The Committee welcomes the Iecent improvement in Argentina's

fiscal position since 2002.The Committee supports thatArgentina decisively

addresses all the outstanding structural issues in its program, completes a

comprehensive and sustainable debt restructuring, and ensures a sustain-

able medium-term fiscal framework. We welcome the efforts by Argentina

toward completing a comprehensive and sustainable debt restructuring and

hope for an expeditious conclusion to the process.

9.The Committee emphasizes that, in the coming months, IMF surveillance

should focus on a number of key issues, including the impact of higher oil

prices, especially on the most vulnerable; the sustainability of medium-term

fiscal positions and debt in many members; and managing the policy

response to potential inflationary pressures.

10. The Committee calls on all partners to stren$hen their commitrnent to the

global effort to reduce poverg.Ihe recent suong growth in most low-income

countries is welcome, but the Committee is concerned that in many cases,

particularly in sub-Saharan Africa, growth remains inadequate for achieving
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the lVillennium Development Goals (MDGs).1Tlre key challenge for these

countries-as recognized in the New Partnership forAfrica's Development-is to
press ahead with efforts to further strenghen institutions and governance, to

build on the macroeconomic stabilization that has been achieved.The interna-

tional community needs to support these efforts with more open markets for

these countries'exports, increased and better-coordinated aid and technical

assistance, further debt relief, and sound policy advice.

1 1. An open and inclusive multilateral trading system is central to global

growth and economic development, especially for developing countries. The

Doha Round offers a unique opportunity for substantial progress toward this

objective, and the Committee is encouraged by the recent decisions on

negotiating frameworks. We endorse the'July Package" and urge all parties

to work toward concrete advances in liberalizing trade, strenghening multilat-

eral trade rules, and reducing trade-distorting subsidies, notably in agricul-

ture.To achieve ambitious trade liberalization will require the full commitment

of all parties, in particular strong leadership from the major trading nations

and readiness of all countries to embrace the opportunities provided by

more open trade.The Committee supports the IMF'S continued role in advo-

cating trade liberalization and assisting members, including through the

Trade lntegration Mechanism.

Making surveillance more effective and stren1thening
crisis prevention

12. Effective and evenhanded IMF surveillance across the whole membership

is central to promoting high and sustainable growth in member countries and

to crisis prevention.The increasing interdependence of the membership rein-

forces the importance of effective surveillance of systemically important coun-

tries and capital markets.The Committee welcomes the progress made in

strenghening surveillance, and the steps identified during the recent biennial

surveillance review to enhance its overall effectiveness. A focus on implemen-

tation is now needed.The Committee calls upon the lMFto continue its efforts

to stren$hen its economic analysis and policy advice; systematically evaluate

the appropriateness of that advice; complement multilateral and bilateral sur-

veillance with a focus on regional issues; improve the quality of the policy dia-

logue with members (including through increased cross-country analysis

where relevant); strengthen communications to markets and the public of the

IMF's policy messages while preserving its role as a candid and confidential

advisor; and develop a methodology for better assessing the effectiveness of

surveillance.

13. Toward meeting these objectives, the achievement of which should be

assessed in the next surveillance review, the Committee agrees that priority

should be given to sharpening the focus of Article lV consultations, includ-

ing a deepening of the discussion of exchange rate issues; enhancing

financial sector surveillance; and better integrating debt sustainability

analysis and regional and global spillovers into country surveillance. Fur-

ther progress in reducing balance sheet vulnerabilities and further work on

surveillance in low-income countries will also be monitored in the next

review of surveillance.

14. Progress in bringing a fresh perspective to the surveillance of program

countries should be kept under review, and lessons learned from ex post

assessments of program performance should be carefully implemented. lt is
important to assess the extent to which earlier IMF advice was acted on by

countries, taking account of the countries' views. The Committee looks for-

1As endorsed by heads of state and government in the UN General Assembly on

September 8,2000.

ward to the forthcoming reviews of the standards and codes initiative and

the Financial Sector Assessment Program, reflecting the increasing impor-

tance of financial system stability. The Committee calls for a strenghening of

efforts to ensure the objectivity of surveillance, including through enhanced

debt sustainability analysis covering all member countries.

15. The Committee welcomes consideration of whether there are gaps in the

IMF's range of instruments and policies. lt notes the preliminary discussions of
possible new modalities for highJrequency policy monitoring and delivering

signals on the strength of a membe/s economic policies outside the context of

an IMF flnancial arrangement. The Committee notes the role that existing pre-

cautionary IMF instruments are playing in signaling the strength of members'

policies, and the possible role for a precautionary PRGF and precautionary and

other financing instruments designed to prevent the emergence or spread of

capital account crises. lt calls for further work on these proposals, including the

usefulness and potential demand, in close consultation with potential users,

donors, and creditors, and calls for a repoft at its next meeting.

16.The Committee welcomes the increased adoption of collective action

clauses (CACs) in international sovereign bonds, and calls on the IMF to con-

tinue to promote progress in this area. lt notes recent initiatives aimed at

achieving a broad consensus between sovereign issuers and their creditors

on voluntary principles for emerging markets'crisis management and debt

restructuring. The Committee looks fonvard to reviewing further work on gen-

eral issues of relevance to the orderly resolution of financial crises, including

implementation of the llVF's lending into arrears policy.

Enhancing international support for
low-income members

17.The Committee supports the ongoing work to clarify and strengthen the

IMF's role in low-income countries, which should be based on country owner-

ship and close cooperation with other multilateral institutions and bilateral

donors.The IMF has an important role in supporting-through policy advice,

capacity building, and financial assistance, including debt relief-low-income

countries'efforts to achieve the macroeconomic stability and high growth

needed to make progress toward the MDGs.The Committee looks foruard to

further work on the financing and modalities of the IMF's engagement with

low-income members, including the financing of the PRGF after 2006 to
maintain adequate capacity to meet future needs, instruments to help mem-

bers face shocks, and ways to improve monitoring and signaling.The Com-

mittee notes the joint report of the IMF and the World Bank on aid

effectiveness and financing modalities. lt encourages further analysis by the

World Bank and ll\,lF of aid effectiveness, absorptive capacity, results-based

measurement mechanisms, and financing modalities and mechanisms to

augment aid flows, such as the lnternational Finance Facility, global taxes,

and other innovative mechanisms, and looks foruard to a further report.

18.TIe Committee supports continued efforts to strengthen the Poverty Reduc-

tion Strategy Papers (PRSP) approach and IMF support to low-income coun-

tries under the PRGE lt welcomes the report of the lndependent Evaluation

office on the PRSP/PRGE and the work under way to follow up on its recom-

mendations. To support implementation of the Monteney Consensus, the

Povefty Reduction Strategy (PRS) process should be improved and become

better integrated into each country's domestic policymaking processes, and

international assistance, including from the IME should become more fully

coordinated with domestic economic priorities.The Committee looks foMard to

the work on improvingthe role of the IMF in the PRS process, and on the

design of policy programs supported by the PRGE lt calls for increased incorpo-

ration of poverty and social impact analysis into PRcF-supported programs,
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and for more extensive analyses of the sources of and obstacles to growth, and

the linkages between poverty reduction and economic growth.

19. The Committee welcomes the progress in providing debt relief under the

HIPC lnitiative, which has been extended for two more pars, encourages eligi-

ble countries to take the necessary actions to benefit from the lnitiative, and

urges full creditor participation.The Committee supports the IMF's and the

World Bank's work on a single framework to assist low-income countries' efforts

to achieve and maintain robust debt sustainability while pursuing their develop-

ment objectives. lt looks fonruard to futher consideration of outstanding issues

in the proposed framework for debt sustainability, before it is made fully opera-

tional, and of further debt relief, including its financing.

other issues

20.The IMF's effectiveness and credibility as a cooperative institution

depend on all members having appropriate voice and full participation in its

processes. The Committee takes note of the IMF Executive Board's status

repo( regarding work on quotas, voice, and representation. lt encourages the

Board to consider further issues of voice, quotas, and participation, noting as

the Board agreed, that progress will require broad consensus among the

shareholders. The Committee recommends completion of the ratification of

the Fourth Amendment.

21. The IMF's liquidity is adequate to meet the near-term projected needs of

its members, although continued monitoring will be important.

22. The Committee expresses its appreciation of the work of Mr. Montek

Singh Ahluwalia as first Director of the lndependent Evaluation office (lE0). lt

looks fomard to continued high-quality reports by the lE0.

23. The 60th anniversary of the IMF is a timely opportunity to reflect on the

forces that will help shape the institution's priorities going foMard. The Com-

mittee welcomes the preliminary consideration by the Executive Board of the

work on the IMF's strategic direction initiated by the Managing Director, and

looks forward to a discussion at its next meeting. lt also welcomes the con-

tinuing progress in reforming the IMF's budgetary framework.

24. The next meeting of the IMFC will be held in washington, D.c., on

April 16,2005.
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1. The lnternational Monetary and Financial Committee held its eleventh

meeting in Washingon, D.C., on April 16, 2005, under the Chairmanship of

Mr. Gordon Brown, Chancellor of the Exchequer of the United Kingdom.

The tlobal economy and financial mar\ets-outlook, risks,
and policy responses

2.The Committee welcomes the continuing global economic expansion,

underpinned by supportive macroeconomic policies, improving corporate bal-

ance sheets, and benign financial market conditions. While returning to a

more sustainable pace, global growth will likely remain robust in 2005.The

Committee notes, however, that widening imbalances across regions and the

continued rise in oil prices and oil market volatility have increased risks.The

potential for a sharperthan-expected rise in long-term interest rates from their
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very low levels and for increased exchange rate volatility also calls for vigi-

lance.The Committee emphasizes that in the coming months IMF surveillance

should focus on promoting policies for reducing global imbalances over time;

addressing the impact of higher oil prices, in particular on the most vulnerable

countries; managing the policy response to potential inflationary pressures;

and ensuilng the sustainability of medium-term fiscal frameworks.

3. The Committee reiterates that all countries have a shared responsibility to

take advantage of the current favorable economic conditions to address key

risks and vulnerabilities. To ensure orderly adjustment of global imbalances

and to help achieve more sustainable external positions and stronger

medium-term growth, the Committee calls for concrete actions by all to

implementthe agreed policy response in a timely and effective manner.This

includes fiscal consolidation to increase national savings in the United

States; greater exchange rate flexibility as appropriate, supported by contin-

ued financial sector reform, in emerging Asia; further structural reforms to

boost growth and domestic demand in Europe; and further structural

reforms, including fiscal consolidation, in Japan.

4.IIe Committee notes that conditions in the oil market will remain tight in the

medium term, reflecting strong global demand, low excess capacity, and supply

concerns even after investments in some countries. lt underscores the impor-

tance of stability in oil markets for global prosperity, and recognizes the impact

of higher oil prices especially on poorer communities. ln this context, the Com-

mittee calls for efforts to remove disincentives to investment in oil production

and refining capacity, and to promote energy sustainability and efficiency,

including through new technologies and removing barrieE to the development

of alternative fuels. lt encourages closer dialogue between oil exporteB and

importers, and further efforts to improve oil market data and transparency.

5. lnflation remains relatively subdued in most countries, reflecting in part

greater credibility of monetary policy. However, with inflationary pressures

likely to increase as the expansion matures, a smooth transition to more

neutral interest rates remains a priority in many countries, although the

appropriate timing and pace will vary, depending on countries'cyclical posi-

tions. ln countries receiving strong capital inflows, exchange rate flexibility

would facilitate monetary management.

6. Steps to strengthen fiscal positions within sound frameworks and address

structural weaknesses will also be critical for supporting medium-term growth

and macroeconomic stability, and meeting demographic challenges. Fiscal

deficits remain high in many industrial countries and should be reduced. ln

emerging markets, fiscal indicators have generally improved, but in countries

with high levels of public debt continued efforts will be needed to reduce

them to more sustainable levels. ln both industrial and developing

economies, structural reforms need to be advanced to remove rigidities and

ensure sustainable growth. The Committee welcomes Argentina's rapid recov-

ery. The recent debt exchange offer represents an important step toward the

long-term goal of sustainable Srowth. Argentina will now need to formulate a

forward-looking strategy to resolve the remaining arrears outstanding to pri-

vate creditors consistent with the IMF's lending into arrears policy, and to

continue with necessary structural reforms.

7. Poverty reduction must remain at the top of the international agenda.The

Committee welcomes the strong growth performance across developing

countries, particularly in sub-Saharan Africa, but notes with concern that

most of them are at risk of falling well short of the Millennium Development

Goals (MDGs).2 With improved macroeconomic stability in most countries,

2As endonsed by heads of state and government in the UN General Assembly on

September 8, 2000.

the key challenge remains to press ahead with reforms to strengthen the

investment environment and foster private sectorled growth. The global com-

munity, in turn, needs to support these reform efforts through meeting com-

mitments to increased and better coordinated financial and technical

assistance, further debt relief, policies to improve remittance flows, and

improved market access for developing countries.

8.The Committee emphasizes that successful and ambitious multilateral

trade liberalization is central to sustained global growth and economic devel-

opment.The immediate priority is forWTO members to translate the mid-2004

framework agreements into a viable policy package in time forthe December

2005 WTo Ministerial Conference.The Committee encourages Doha partici-

pants to aim for ambitious and comprehensive results, notably in agriculture;

substantial reductions in barriels to othertrade, including liberalization in

financial and other services; and strenghened multilateral trade rules. lle
Committee supports the IMF's continued role in advocating trade liberalization

and assisting members to benefit from it. lt encourages the IMF to work with

other partners in the lntegrated Framework to explore further ways of easing

adjustment to trade liberalization, including through the Trade lntegration

Mechanism, and building capacity in low-income countries,The Committee

looks foruard to consideration of proposals at its next meeting.

Shaping the lMFs strategic direction

9.The Committee welcomes the discussions under way on the IMF's

medium-term strategy, and looks fonruard to reaching conclusions by the

2005 Annual Meetings and further reflection on longerterm issues.The

Committee agrees that the central elements of the lMFs mandate as set out

in its Articles of Agreement remain as important as ever. TIe challenge is

to enhance the IMF'S effectiveness in pursuing its core objectives, while con-

tinuing to adapt to changing global economic circumstances.Ihis would

ensure that the IMF remains relevant for all its members, which would further

foster the coherence, credibility, and evenhandedness of the IME

10. The Committee calls for further work on the following emerging priorities

that will help shape the institution's strategic direction:

r Surveillance is a central task of the IMF and determined efforts are

required to enhance its effectiveness and impact, building on the con-

clusions of the Biennial Review of Surveillance. Surveillance should

become more focused and selective in analyzing issues, in an even-

handed way across the membership. Regional and global surveillance

should play an increasingly important role, and be better integrated

with bilateral surveillance.

rWork on flnancial sector issues and international capital markets should

be further strengthened to reduce vulnerabilities and promote flnancial

stability. This, including the Financial Sector Assessment Program, should

be integrated more fully into surveillance and other activities, and com-

plemented by advice to members on ways to improve access to interna-

tional capital markets and on orderly capital account liberalization.

r The IMF's lending function is a central pillar of its mandate. All lending

should be selective and anchored in strong country ownership and insti-

tutional frameworks, putting members firmly on the road to external via-

bility.The Committee looks foMard to further reflection on how the needs

of members could be met through IMF arrangements, and whether new

instruments or revisions to existing facilities are required.

rThe IMF has a critical role to play in helping low-income countries in

their efforts to reduce poverty and achieve strong, sustainable growth

through sound policies and institutions for macroeconomic stability.

Efforts should continue to adapt the IMF's activities and instruments to
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the special circumstances and challenges of low-income countries,

based on strong cooperation and clarity of responsibilities with the

World Bank.

rThe IMF must meet the highest standards of internal management, con-

trol, auditing, and governance. This will require further deepening of

budget reforms, further work on the IMF's finances and financial struc-

ture, and efficient deployment of resources to reflect priorities. The Com-

mittee also looks fonruard to further work on risk management and

control, and personnel management systems.

rThe IMF's effectiveness and credibility as a cooperative institution must

be safeguarded and further enhanced. Adequate voice and participation

by all members should be assured, and the distribution of quotas

should reflect developments in the world economy.The Committee

emphasizes that the period of the Thirteenth General Review of Quotas
provides an opportunity for the membership to make progress toward a

consensus on the issues of quotas, voice, and participation.

IMF support for low-income members' efforts toward
poverty reduction and strong, sustainab/e growth

11.The Committee underscores the conclusion of this year's Global Monitor-

ing Report that bold actions are urgently needed by the developing countries

and their partners to realize the MDGs.The U.N. Summit in September 2005

will mark an important milestone to review progress and lay out actions going

fonvard.The IMF has a critical role in supporting-through policy advice,

capacity building, and financial assistance, including debt relief-low-income

countries' efforts to achieve macroeconomic stability, debt sustainability, and

strong, sustainable high growth needed to make progress toward the MDGS.

12. Work is under way to reflne the operational aspects of the Poverty Reduc-

tion Strategy (PRS) approach, improve the design of PRcF-supported pro-

grams, and enhance PRGF-PRS alignment.This will be underpinned by more

extensive analyses of the sources of and obstacles to growth, and of the link-

ages between growth and poverty reduction.The Committee looks fonruard to

further work to ensure adequate financing of the PRGF to meet future

demands as assessed by the lM[ and other IMF instruments to assist low-

income countries, including to help members deal with shocks. lt also looks

foMard to further work on a policy monitoring arrangement to enhance the

IMF'S signaling role for countries that do not need or want IMF financing.

13.Ihe Committee supports work by the IMF and World Bank on aid effective-

ness and financing modalities. 0n innovative sources of development financ-

ing, such as the lnternational Finance Facility (lFF) and its pilot-the IFF for

immunization-global taxes which could also refinance the IFE the Millennium

Challenge Account, and other financing measures, it welcomes the joint IMF

and World Bank note outlining progress that has been made.Ihe Committee

asks to be kept informed of the further work ahead of the U.N. Summit.

14.The Committee notes the recent progress in providing debt relief under

the HIPC lnitiative. lt encourages countries to take the necessary actions to

benefitfrom the lnitiative, and urges full creditor participation,The Commit-

tee supports the joint IMF-World Bank framework to assist low-income coun-

tries' efforts to achieve and maintain debt sustainability while pursuing their

development objectives, and a review of experience under the framework.

15.Tlre Committee welcomes the IMF's work and the preliminary discussion

of key issues regarding proposals for further multilateral debt relief and its

financing options, and calls for further discussion with shareholders and

examination of these issues, including the possible use of the IMF'S

resources, by the time of its next meeting. lt notes that any possible further

debt relief from the IMF should be part of a wider international effort.
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0ther lssues

16. The Committee welcomes progress toward meeting the objectives of

IMF surveillance identified at its last meeting, including in the areas of

exchange rate issues, financial sector surveillance, better integrating debt

sustainability analysis and regional and global spillovers into country sur-

veillance, and balance sheet vulnerabilities. lt also welcomes the Sub-

Saharcn Africa Regional Economic 1utlook.Ihe Committee looks fonruard

to the upcoming review ofthe Standards and Codes lnitiative to assess its

effectiveness in informing surveillance, enhancing crisis prevention, and

strengthening countries' institutions.

17, The Committee welcomes the increased adoption of collective action

clauses in international sovereign bonds, and calls on the lMFto continue to

promote progress in this area. lt notes the "Principles for Stable Capital Flows

and Fair Debt Restructuring in Emerging Markets" being developed by a num-

ber of sovereign issuers and the investor community, and encourages further

efforts to improve the Principles aimed at achieving a broad consensus.The

Committee looks foruard to further work on the orderly resolution of financial

crises, including the implementation of the lMFs lending into anears policy.

18. The Committee takes note of the recent review of IMF conditionaliu includ-

ingthe design of |MF-supported programs. Progess has been made in stream-

lining conditionality and fostering national ownership. Ihe Committee

encourages the IMF to incorponate the findings of the review into its operational

work, and to deepen further its analysis of key elements of program design.

19.The Committee recommends completion of the ratification of the Fourth

Amendment.

20. The Committee wishes to thank James Wolfensohn for his great contribu-

tion as President of the World Bank. During his time at the helm of the Bank,

great strides have been made in cooperation and partnership between the

IMF and the World Bank, and in progress toward realizing our dream of a

world free of poverty.

21. lt is expected that the next meeting of the IMFC will be held in Washing-

ton, D.C., on September 23, 2005.
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Seventieth Meeting, Washington, D.C,
October 2,2004
1. As we celebrate the 60th anniversary of the Bretton Woods lnstitutions and

approach the fifth anniversary of the UN lVillennium Declaration, we recom-

mit ourselves to supporting efiorts by developing countries to pursue sustain-

able growth, sound macroeconomic policies, debt sustainability, open trade,

job creation, poverty reduction, and good governance. These actions need to

be reinforced by stronger international action and partnerships, including

reforming trade; more, and more effective, aid; and stronger private flows in

order to make progress on the Millennium Development Goals.3 We remain

concerned that most MDGs will not be met by most developing countries.

2. Global economic growth is strong, supported by exceptionally robust

growth in developing countries, as the world benefits from the significant

reforms undertaken by many countries over recent years. Private sector-

driven growth resulting in new jobs and higher tax revenues, which can be

used to finance poveny-reducing public expenditures, is critical to the suc-

cess of country-led efforts to reduce global poverty. Success in the Doha

Development Agenda can only complement these developments, and we

stress the importance of translating the recently agreed WTo frameworks into

tangible results. We urge all countries, developing and developed, to partici-

pate fully in the negotiations and urge the IMF and World Bank to continue to

support work to this end, and to help developing countries assess the impact

and to provide additional support to address potential adjustment costs.

3. To help developing countries take advantage of the new opportunities that

can arise from a better economic setting and to strengthen the foundations

for economic growth, we welcome the renewed focus being given by the

World Bank Group to private sector development, improving the investment

climate, and strengthening financial sectors, and urge the Bank to continue

to translate this into country operations. Complementing macroeconomic

stability, capacity building and a greater results focus in public services and

institutions and improving the quality of governance, successful private sec-

tor investment, social development as well as gender equality are key to

accelerating pro-poor growth. We note the important role played by remit-

tances in this context. We urge the Bank to intensify its analytical work on the
potential sources of growth and ways to mobilize them and to help countries

build the relevant analytical capacity.

4. Strengthening the foundations for growth will also critically depend on

addressing large infrastructure needs in many countries. We welcome the

Bank Group's plans to scale up activities in implementing the lnfrastructure

Action Plan and urge accelerated support of country efforts in accordance

with the Bank's safeguards. We emphasized the importance of addressing

maintenance and other costs to ensure the sustainability of infrastructure

investments, We also stressed the need to pursue-together with the IMF-

efforts to increase fiscal space for public infrastructure investments within

limits of fiscal prudence and debt sustainability. We also endorse further

Bank engagement to meet infrastructure needs at the regional and sub-

sovereign levels, enhancing application of risk mitigation instruments, and

continuing efforts to offer a more complete and seamless client product line

across the World Bank Group; accordingly, we urge the Bank to present

options to its Board to move this agenda forward concretely.These actions

will be particularly important in enhancing the Bank's support for develop-

ment in middle-income countries, as well as in low-income countries.

5. These and other actions required to lay the basis for sustained stronger

growth are critical to our ability to achieve the MDGs, as is progress in provid-

ing effective health systems (in particular tackling HIV/AIDS, malaria, and

other communicable diseases), education for all, and other basic social serv-

ices. We noted the special needs of low-income countries under stress

(LICUS), where technical assistance is especially necessary to strenghen

weak policies and institutions. We look fonvard to reviewing progress in all

these areas in the second Global Monitoring Report at our next meeting.

3As endorsed by heads of state and government in the UN General Assembly on

September 8,2000,
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6. We agree that reform efforts in developing countries must be supported by

improved aid effectiveness, increased aid and other financial flows, and

coherent policies to achieve development results.The international commu-

nity has agreed to harmonize and align their support behind country-owned

development strategies, streamline the use of conditionality, increase the

focus on results, and use country systems where appropriate. We are com-

mitted to usingthe Second High-Level Forum on Harmonization in Paris next

spring to translate these agreements into clear and specific commitments

and timetables and call for the development of indicators and benchmarks

to monitor the participation of all partners in this effort at the country level.

7. We must also enhance our efforts to help developing countries build

capacity and address absorptive capacity constraints. We welcome the

progress achieved to date in implementing the Poverty Reduction Strategy

(PRS) process as indicated in recent independent evaluations. We note the

important challenges that remain in implementing the approach fully and

effectively both at the country level and in the Bank and Fund and among

other development partners, and welcome the revisions to the PRS architec-

ture to help achieve this. 0ne area that deserves closer attention in next

yeafs PRS report is the continued efforts by the Bank and Fund to streamline

their aggregate conditionality.We also call on the Bank to review its own pol-

icy and practice on conditionality and report at our meeting in Fall 2005.

8.The provision of additional, predictable, and timely flnancial assistance to

countries committed to sound policies remains a critical issue, particularly

for sub-Saharan Africa. We urge those donors who have not yet done so to

make concrete efiorts toward the target of 0.7 percent of GNP as oDA. We

welcome the progress announced by some countries, including, in some

cases, the setting of clear timetables to achieve this objective. We also reaf-

firm our commitment to a substantial and timely replenishment of lDA, rec-

ognizing the critical timetable to reach the MDGs.

9. To address the needs for additional stable and predictable financing to

help developing countries undertake ambitious investment plans to meet the

MDGs and to finance associated recurrent costs where appropriate, we

reviewed proposals to complement increased aid flows and commitments

with innovative mechanisms. We welcomed the World Bank and IMF analysis

of these options, notably the lnternational Finance Facility, global taxes and

voluntary contributions, including the analysis of their technical feasibility. We

also took note of the international meeting on Action Against Hunger and

Poverty convened by President Lula on September 20,2004, in NewYork. We

ask the Bank and the Fund to continue their work and report at the next

meeting on how to take such options foMard. We also encourage the Bank to

explore the potential for increasing leverage through blending aid with other

flows, including MDB lending.

10. Debt sustainability is an essential underpinning for Srowth. We reviewed

progress under the enhanced HIPC lnitiative, welcomed the recent decision to

extend the sunset clause, and urged full creditor participation. We welcome the

development of a fonvard-looking debt sustainability framework that aims to

help low-income countries manage their borrowings and avoid a buildup of

unsustainable debt while pursuing the MDGs. We stressed the need to provide

resources to low-income countries on appropriate terms, including the degree

of concessionality and level of gant financing. We look foMard to further work

on the remaining issues by the Bank and the Fund to make the framework

operational as soon as possible. We underscore the need forjoint Bank/Fund

Debt Sustainability Analyses (DSAs) (based on a clear division of labor) to pro-

vide countries, and their development partners, with clear and coherent analy-

sis and guidance. We also urge the Bank and the Fund to accelerate their work

on means to help mitigate the impact of exogenous shocks on low-income

countries and to report to their Boards at an early date.
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11. We also reviewed reports from our Boards with respect to their work on

enhancing the voice and participation of developing and transition countries

in our institutions.Tlis work takes place within a broader context of reflec-

tions on how best to address governance issues within the international

community. We welcomed the progress to date in making Bank and Fund

operations more responsive to borrowers'needs. We urge the Boards to

cooperate closely together in exploring all relevant options and to strive to

achieve consensus among all members. We look foruard to receiving a repoft

regarding the feasibility of these options, to allow us to address the neces-

sary political decisions at our next meeting.

12. The next meeting of the Committee will be held in Washington, D.C., on

April 17,2005.

Seventy-fi rst Meeting, Wash in$on, D.C.

April 17,2005

1. As we approach the fifth anniversary of the UN lvlillennium Declaration, we

metto review progress toward the MDGS,4 based on an assessment in the

second annual Global Monitoring Report. We reaffirmed our strong support

for the strategies and decisions agreed in Doha, Monterrey, and Johannes-

burg, which set out a framework for fighting poverty and achieving the inter
nationally agreed goals. We welcome the continued active involvement of the

Bank and the Fund in the preparations for and the proceedings at the UNGA

Special Session on Financing for Development, as well as the UN High-Level

l\,lillennium Review in NewYork in September.

2. We welcomed the progress achieved on actions by both developing and

developed countries.These actions have contributed to the strongest global

economic growth in over three decades. However, overall progress has been

uneven and slower than envisaged. Without tangible action to accelerate

efforts, the vision of the [/illennium Declaration will not be realized. At stake

are prospects not only for hundreds of millions of people to escape poverty,

disease, illiteracy, and gender inequality but also for long-term global security

and peace, which are intimately linked to development.

3. All regions face significant challenges, but we welcomed the Report's focus

on sub-Saharan Africa as the region farthest from achieving the MDGs. We

also welcomed the recent Report of the Commission for Africa. We are

encouraged that real growth in sub-Saharan Africa increased in 2004 to an

eight-year high of 5 percent and inflation has fallen to a historical low. The

challenge is to accelerate and sustain glowth and development through

sound policy frameworks. We welcomed the IFC's Strategic lnitiative for

Africa, including the recently approved Private Enterprise Partnership Facility.

We call upon the Bank to undertake further analytical and institutional work,

together with partners, to develop an ambitious action plan folAfrica for con-

sideration by our next meeting.

4. Many developing countries are taking actions to stren$hen policies and

institutions that provide not only benefits but also valuable experience for

others. We endorsed the emphasis on country-led and owned development

strategies and urged that [ilDGs be operationalized in poverty reduction

strategies, lin ked to medi um-term budgetary frameworks. Macroeconomic

stability remains critical, as is the need to stren$hen public sector financial

management, promote good governance including combating corruption and

promoting the rule of law, improve business climate and regulation, and

develop local financial markets, so as to enable private sector-led economic

aAs endorsed by heads of state and government in the UN General Assembly on

September 8,2000.
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growth. Environmental sustarnabrlity remains critcal and should also be

addressed in domestic pohcies and programs, as well as through interna-

tional action. We recognize the importance of all countnes integrating climate

concerns into therr policy planning.

5. A major scaling up of education (rn particular through the Education For

All FastTrack lnitiative), health and basrc rnfrastructure servrces, includrng

water and sanitation, is fundamental to meeting key development goals. We

noted with concern the failure to meet the target date for achieving gender

parity in pnmary and secondary education. We called upon bilateral donors

and multilateral agencres to provide timely, predictable, and sustained

financing to support these efforts. We reconfirmed the importance of efforts

to help developing countnes build capacity and address absorptive capacity

constraints.

6.We have in the past highlighted the cntical importance ofscalrng up rnfra-

structure rnvestment in developing countries as a means of promoting eco-

nomic growth and achieving the MDGs, and have endorsed the lnfrastructure

Actron Plan of the World Bank. With a vtew to removrng such tmpedtments as

may exist rn enablng the Bank to scale up the infrastructure work, we look

forward to reviewrng rmplementatron of the Actron Plan at our next meeting,

rncludrng the results of the ongoing work of the IMF and Bank on how to

rncrease flscal space for growth.

7. To complement these actions, developed countries must meet their com-

mitments to help accelerate progress, We underhned the vttal importance of

an ambrtous outcome for the Doha Development Agenda and the successful

completon of the negotiations in 2006. lmproving Vade opportunities and

market access for agriculture, rndustnal products, and servrces will be critcal.

We stressed the need for'aid for trade" and we call on the Bank and Fund to

work with others to develop proposals to help developing countries adJust to

and take advantage of the Round, for consrderation by our next meetin8. We

also recognrzed the benefits to developing countries from reducing developing

country trade barriers and of strengthenrng south-south trade.

8. Frnancrng the development agenda remarns a stgnificant challenge, requtr-

ing sustained actron on domestc resource mobilization, private investment,

and trade. We welcomed the Bank's work program to rmprove analysrs and

statistics on remrttances, labor mobility, and migration, and to address

impediments to remittance flows. We emphasrzed that a significant increase

in ard will also be needed for accelerated progress toward the MDGs. We

welcomed the successful conclusion of the IDA-14 replenrshment as an

important step in mobilizing additional resources and called on donors to

flnalize their commitments. We noted the further work on the impact of

exogenous shocks on low-rncome countnes and small vulnerable states and

we look fonivard to further proposals in the context of the IDA-14 mid-term

revrew on what options are available to operatronalze these proposals.

9. We also welcomed the agreement by the Bank and Fund on a joint

fonruard-looking framework for assessrng debt sustainabrlity rn low-income

countfles. We welcomed recent proposals for addrtronal debt and debt serv-

ice relief. We agreed that further debt relief beyond HIPC is needed in specific

cases to secure long-term debt sustarnabrlrty and support progress toward

the MDGs. We ask the Bank and Fund to examrne these proposals for the

Annual Meetrngs.

10. We confirmed our commitment to deliver on the pledges made at and

after Monterrey to rarse levels of ODA. We urged those donors that have not

done so to make concrete efforts toward the target of 0.7 percent of GNI

AS ODA.

11. We welcomed further work on rnnovative sources of development frnanc-

ing. We noted that negotiatrons among interested partes on the proposed

prlot IFF for lmmunization are well advanced; and the analysrs of technrcal

feasibility of the IFF has created the conditions for the necessary political

decisions on participatron. We encourage interested donors to proceed with

these proposals. Potential participants beheve that global tax mechanisms to

finance development may be feasible and desirable, while other members do

not. We noted the analysis of the economic rationale, technical feasibility,

and moderate coalition srze needed for some of the global tax proposals.

Building upon the existing polrtcal momentum rn some countries, we invrte

the Bank and the Fund to deepen therr analysls of the most promising

natronally applied and internationally coordinated taxes for development for

the Annual Meetings, as an input into the consideration of a pilot case for

interested countries.

12. We also underlined the rmportance of further action by multilateral devel-

opment partners, including support for the PRS process rn low-rncome coun-

tnes, ahgnrng assrstance better with medium-term country strategtes,

streamlining conditionahty, burlding institutional capacity, and strenghening

the focus on development results. We called for further exploration of blend-

ing arrangements, for further action to enhance effectiveness, and for contin-

ued progress rn provrding innovative and flexible financial products and high-

quality technical assrstance and advisory services better matched to the

evolving and diverse needs of middle-income countnes; and to strengthen

the Bank's role in these countnes, not least with regard to global public

goods.

13, We welcomed the Paris Declaratron on Aid Effecttveness, whtch

responded to our earler call to make firm commitments on the quality of

aid. We note the agreement on quantrtatrve rndrcators. We urged the estab-

llshment of targets, as agreed, for each of the tndtcators for 2010. Concerted

collective actions will be required now to translate these into concrete

actrons at the country level and we called on the Bank to show leadership by

example, rn rmplementng the Paris framework. We welcomed the increasing

use of country systems, where appropnate, as a means to enhance harmo-

nizatron and reduce the cost of dorng busrness.

14. Enhancrng vorce and partrcrpation of developing and transition countries

rn the Bank and the Fund remains a contrnurng concern. Progress can only

be made through broad consensus at the political level. We noted the further

efforts by the Boards rn thrs regard and will return to this issue at our next

meetrng in the light of progress.

15. We apprecrate the efforts of the global communrty to counter the efiects

ofthe deadly tsunamr that wreaked havoc in the lndian Ocean regron.The

tragedy reminded us that the poorest people tend to be the most vulnerable

to natural drsastec. We called for a continued focus on the challenge of

accelerating the reconstructron and recovery process in the region, and

restonng lvelihoods and on designrng projects for dtsaster preparedness and

nsk mrtgaton.

16. A strong and effectrve multtlateral system is essential in the fight against

global poverty. We expressed our deep apprecration for the talented leader-

ship ofJim Wolfensohn as he approaches the end of his term at the Bank

and wrsh him success in hrs new role as Specral Envoy for Gaza Disengage-

ment. We also congratulate Paul Wolfowitz on his selection as Prestdent and

look foruard to workrng with him.

17. The next meetrng of the Commrttee wrll be held in Washrngton, D.C., on

September 24, 2005.
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United Arab Emirates

Yemen, Republic of

Saudi Arabia

Brunei Darussalam
Cambodia
FiJi

lndonesia
Lao People's Democratic Republic
Malaysia

Myanmar
Nepal

Singapore
Thailand
Tonga

Vietnam

385
1,553

925
438

63,942

367
8,634
2,985

339
403
333

16,678
902

12,888
7,426
1,518
1,692

16,967
24,205

70.105

80,636

76,276

72,423

70,852

70,105

3.77

3.51

3.33

3.26

.1.1 I

32,6t4
306

16,586
285
301
76t

9,196
28t

1,566
9,049

366
338
354
420

1,600
9,687

12,134
1,9s5

14,061
2,280

tt,487
332

2,790
2,888
3,186
6,367
2,685

2,402
7,125

953
27,043

779
15,1 16
2,834

963
8,875

11,069
319

3,541

742

69,019 3.t7



Executive Directors and voting power I V

Dlrector
Alternate Casting votes of

Votes by
country

Total
votegl

Percent of
IMF total2

Elected (crrrt nued)

Peter J. Ngumbullu

Oanzania )

Peter Gakunu
(Kenya)

WANG Xiaoyi

(China)

GE HuayonE
(China)

FriU ZurbrUgg

(Swiuerland)

Andrzej Raczko
(Poland)

Aleksei V. Mozhin
(Russian Federation)
Andrei Lushin
(Russian Federation)

Abbas Mirakhor
(lslamic Republic of lran)

Mohammed Daii
(Morocco)

Murilo Portugal
(Brazil)

Roberto Steiner
(Colonbia)

B.P Misra
(lndia)

Amal Uthum Herat
(Sri Lanka)

H6ctor R. Torres

(Argentina)

Javier Silva-Ruete
(Peru)

Angola

Botswana

Burundi
Eritrea

Ethiopia
Gambia, The

Kenya

Lesotho

Malawi
Mozambique
Namibia
Nigeria

Sierra Leone

South Africa

Sudan

Swaziland

Ta nzan ia

Uganda

3,113
880

1,020
409

1,587
561

2,964
599
944

1,386
1,615

17,782
7,287

18,935
1,947

751
2,239
2,055
5,741

63,942

Zambia

China

Azerbaijan

Kyrgfz Republic
Poland

Serbia and Montenegro

Swiuerland
Tajikistan

Turkmenistan

Uzbekistan

Russian Federation

Afghanistan, lslamic Republic of
Algeria

Ghana

lran, lslamic Republic of
l\,'!orocco

Pakistan

Tunisia

Brazil

Colombia
Dominican Republic
Ecuador

Guyana

Haiti

Panama

Suriname
Trinidad and Tobago

Bangladesh

Bhutan

lndia
Sri Lanka

Argentina

Bolivia

Chile

Paraguay

Peru

Uruguay

1,859
1,138

13,940
4,927

34,835
t,120
t,002
3,006

59,704

65,227

63,942

6r,827

59,704

s3,662

53,634

52.772

3.00

2.94

2.84

2.7 4

2.47

2.46

2.39

1,869
t2,797
3,940

75,222
6,732

10,587
3,1 15

30,611
7,990
2,439
3,273
1,159
1,069
2,376
7,t71
3,606

5,583
313

4t,832
4,384

21,427
1,96s
8,811
7,249
6,634
3,315 43,395 1.99
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Dhoctol
Alternate Castlng Yotes of

Votes by
countly

Total
votegl

Percont of
lMF total2

Eloctod (concruded)

Damian 0ndo Maffe
(Equatorial Guinea)
Laurean W. Rutayisie
(Rwanda)

Benin

Burkina Faso

Cameroon

Cape Verde

Centml African Republic
Chad

Comoros

Congo, Democratic Republic of the
Congo, Republic of
Cdte d'lvoire
Djibouti
Equatorial Guinea

Gabon

Guinea

Guinea-Bissau

Madagascar
Mali
Mauritania
Mauritius
Niger

Rwanda

SSoTom6 and Principe

Senegal

Togo

869
852

2,707
346
807
810
339

5,580
1,096
3,502

409
576

1,793
7,32t

392
7,472
1,183

894
1,266

908
1,051

324
1,868

984 30,749 7.4t

2175,3453'4'5 99.976

lVoting power varies on certain matters peftaining to the General Department with use of the Fund's resources in that Department.
2Percentages oftotal votes (2,176,037) in the General Department and the Special Drawing Rights Department.

in the General Department and Special Drawing Rights Department.
4Liberia's voting rights were suspended eftective March 5, 2003, pursuant to Article XXVI, Section 2(b) of the Articles of Agreement.
szimbabwe's voting rights were suspended effective June 6, 2003, pucuant to Afticle XXVI, Section 2(D) of the Articles of Agreement.
this figure may differ from the sum of the percentages shown for individual Directors because of rounding.
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APPENDTX I Vt

Changes in membership of the
Executive Board

Changes in the membership of the Executive Board between May 1,2004,
and April 30, 2005, were as follows:

Wieslaw Szczuka (Poland) relinquished his duties as Alternate Executive

Director to Fritz Zurbrtigg (Switzerland), effective May 9, 200 4.

Ken Yagi (Japan) relinquished his duties as Executive Director for Japan,

effective May 18, 2004.

Shigeo Kashiwagi (Japan) was appointed Executive Director by Japan on

June 16,2004.

Martin A. Brooke (United Kingdom) relinquished his duties as Alternate

Executive Director to Tom Scholar (United Kingdom), effective July 9,2004.

Andrew Hauser (United Kingdom) was appointed Alternate Executive Director

toTom Scholar (United Kingdom), effective July 10, 2004.

Harilaos Vittas (Greece) relinquished his duties as Alternate Executive

Director to Pier Carlo Padoan (ltaly), effective July 31,2004.

Miranda Xafa (Greece) was appointed Alternate Executive Director to Pier

Carlo Padoan (ltaly), effective August 1,2004.

Andaej Raczko (Poland) was appointed Alternate Executive Director to Fritz

Zu rb ni gg ( Switzerla n d ), effective Au gust 2, 200 4,

R. A. Jayatissa (Sri Lanka) relinquished his duties as Alternate Executive

Director to B.P Misra (lndia), effective August 31, 2004.

Amal Uthum Herat (Sri Lanka) was appointed Alternate Executive Director to

B.P Misra (lndia), effective September 1,2004.

S6bastien Boitreaud (France) relinquished his duties as Alternate Executive

Director to Pierre Duquesne (France), effective 0ctober 6,2004.

0livier Cuny (France) was appointed Alternate Executive Director to Pierre

Duquesne (France), effective October 7,2004.

Sri Mulyani lndrawati (lndonesia) relinquished her duties as Executive

Director for Brunei Darussalam, Cambodia, Fiji, lndonesia, the Lao Peo-

ple's Democratic Republic, Malaysia, Myanmar, Nepal, Singapore,Thai-

land, Tonga, and Vietnam, effective october 20,2004.

lan E. Bennett (Canada) completed his term of service as Executive Director

forAntigua and Barbuda,The Bahamas, Barbados, Belize, Canada,

Dominica, Grenada, lreland, Jamaica, St. Kitts and Nevis, St. Lucia, and St.

Vincent and the Grenadines, effective October 31,2004.

Michael J. Callaghan (Australia) completed his term of service as Executive

Director for Australia, Kiribati, Korea, Marshall lslands, the Federated

States of Micronesia, Mongolia, New Zealand, Palau, Papua New Guinea,

the Philippines, Samoa, Seychelles, the Solomon lslands, and Vanuatu,

effective October 31, 2004.

Guillermo Le Fort (Chile) completed his term of service as Executive Director

forArgentina, Bolivia, Chile, Paraguay, Peru, and Uruguay, effective

October 31, 2004.

Luis Martl (Spain) completed his term of service as Executive Director for

Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Spain,

and Rep0blica Bolivariana de Venezuela, effective october 3t,2004.

lsmaila Usman (Nigeria) completed his term of service as Executive Director

forAngola, Botswana, Burundi, Eritrea, Ethiopia,The Gambia, Kenya,

Lesotho, Malawi, Mozambique, Namibia, Nigeria, Sierra Leone, South

Africa, Sudan, Swaziland,Tanzania, Uganda, and Zambia, effective

october 31,2004.

Sulaiman Al-Turki (Saudi Arabia) was reelected Executive Director by Saudi

Arabia, effective November l, 200 4.

Mary Dager (Venezuela) was appointed Alternate Executive Director to

Moisds SchwarE (Mexico), effective November 1,2004.

Peter Gakunu (Kenya) was appointed Alternate Executive Director to Peter J.

Ngumbullu (Tanzania), effective Novem b er l, 2004.

Willy Kiekens (Belgium) was reelected Executive Director byAustria, Belarus,

Belgium, the Czech Republic, Hungary, Kazakhstan, Luxembourg, the

Slovak Republic, Slovenia, and Turkey, effective November 1,2004.

Jeroen Kremers (Netherlands) was reelected Executive Director by Armenia,

Bosnia and Heaegovina, Bulgaria, Croatia, Cyprus, Georgia, lsrael, the

formerYugoslav Republic of Macedonia, Moldova, the Netherlands, Roma-

nia, and Ukraine, effective November 1,2004.

Kevin G. Lynch (Canada) was elected Executive Director by Antigua and

Barbuda,The Bahamas, Barbados, Belize, Canada, Dominica, Grenada,

lreland, Jamaica, St. Kitts and Nevis, St. Lucia, and St. Vincent and the

Grenadines, effective November l, 2004.

Abbas Mirakhor (lslamic Republic of lran) was reelected Executive Director

by the lslamic Republic of Afghanistan, Algeria, Ghana, the lslamic Repub-

lic of lran, Morocco, Pakistan, and Tunisia, effective November 7,2004.

B.P Misra (lndia) was reelected Executive Director by Bangladesh, Bhutan,

lndia, and Sri hnka, effective November 1,2004.

Aleksei V. Mozhin (Russian Federation) was reelected Executive Director by

the Russian Federation, effective November 1,2004.

Peter J. Ngumbullu (Ianzania), formerly Alternate Executive Director to lsmaila

Usman (Nigeria), was elected Executive Director by Angola, Botswana,

Burundi, Eritrea, Ethiopia,The Gambia, Kenya, Lesotho, Malawi, Mozam-

bique, Namibia, Nigeria, Sierra Leone, South Africa, Sudan, Swaziland,

Tanzania, Uganda, and Zambia, efiective November L,2004.

Jong Nam 0h (Korea) was elected Executive Director by Australia, Kiribati,

Korea, Marshall lslands, the Federated States of Micronesia, Mongolia,

New Zealand, Palau, Papua New Guinea, the Philippines, Samoa,

Seychelles, Solomon lslands, and Vanuatu, effective November 1,2004.

Damian 0ndo Mane (Equatorial Guinea) was reelected Executive Director by

Benin, Burkina Faso, Cameroon, Cape Verde, Central African Republic,
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Chad, Comoros, the Democratrc Repubhc of the Congo, the Republic of

Congo, C6te d'lvorre, Dlrboutr, Equatonal Gurnea, Gabon, Guinea, Gurnea-

Brssau, Madagascar, l\4ali, Mauritania, Mauntrus, Nrger, Rwanda, S5o Tom6

and Princrpe, Senegal, and Togo, effectrve November 1,2004.

Pier Carlo Padoan (ltaly) was reelected Executrve Drrector by Albanra,

Greece, ltaly, Malta, Portugal, San Manno, and Trmor-Leste, effective

November 1,2004.

l\4unlo Portugal (Braztl) was reelected Executrve Drrector by Brazrl, Colombra,

the Dominican Republic, Ecuador, Guyana, Hartr, Panama, Sunname, and

Tnnrdad and Tobago, effectrve November 1,2004.

Moisds Schwartz (Mexrco), formerly Alternate Executrve Drrector to Lurs Martl

(Spain), was elected Executrve Director for Costa Rrca, El Salvador,

Guatemala, Honduras, Mexrco, Nrcaragua, Sparn, and Repibhca Bolivari-

ana de Venezuela, effectrve November 1,2004.

A. Shakour Shaalan (Egypt) was reelected Executrve Drrector by Bahrarn,

Egypt, lraq, Jordan, Kuwart, Lebanon, Libya, lValdives, oman, Qatar, the

Synan Arab Repubhc, the Unrted Arab Emrrates, and the Republrc of

Yemen, effective November 1,2004.

Javrer Srlva-Ruete (Peru) was appornted Alternate Executive Drrector to

H6ctor Tones (Argenilna ), effective Novem ber l, 2004.

Jon A. Solherm (Norway) was reelected Executrve Drrector for Denmark,

Estonra, Frnland, lceland, Latvra, Lrthuanra, Nonrvay, and Sweden, effecttve

November 1,2004.

Made Sukada (lndonesra) was appornted Alternate Executrve Drrector to

Sn Mulyanr lndrawatr (lndonesra), effectrve November 1,2004.

H6ctorTorres (Argentrna), formerly Alternate Executrve Drrector to Gurllermo

Le Fort (Chtle), was elected Executrve Dtrector by Argentrna, Bohvra, Chrle,

Paraguay, Peru, and Uruguay, effectrve November 1,2004.

WANG Xraoyr (Chrna) was reelected Erecutrve Drrector by Chrna, effectrve

November 1,2004.

Fritz ZurbrUgg (Swrtzerland) was reelected Executrve Drrector by AzerbaUan,

the Kyrgyz Republrc, Poland, Serbra and Montenegro, Swrtzerland,

TaJ rkrstan, Tu rkmen rstan, and Uzbekrsta n, effectrve Novemb et 7, 200 4.

Hoor Eng Phang (Malaysra) was elected Executrve Drrector by Bruner

Darussalam, Cambodra, Fr1, lndonesra, the Lao People's Democratrc

Republrc, Malaysra, Myanmar, Nepal, Srngapore, Tharland, Tonga, and

Vietnam, effectrve January 1, 2005.

Benny Andersen (Denmark) relnqurshed hrs dutres as Alternate Executrve

Director to Jon A. Solherm (Nonruay), effective January 2,2005.

David Farelrus (Sweden) was appornted Alternate Executive Drrector to Jon A.

Solherm (Noruay), effective January 3, 2005.

Mrchael H. Reddell (New Zealand) rehnqurshed hrs dutres as Alternate

Executrve Drrector to Jong Nam 0h (Korea), effectrve March 2, 2005.

Rrchard A. Murray (Austraha) was appornted Alternate Executive Drrector to

Jong Nam 0h (Korea), effectrve l\4arch 3, 2005.
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Dololtto & Touche [tP
Suite 500
555 12th Street, NW

Washi ngon, DC 2000 4 - t207
USA

Teli +7202 879 5600
Fax: +7202 879 5309
www.deloitte.com

lndependent Audltors' Report

To the Board of Governors

of the lnternaUonal Monetary Fund

Whshlngton, DG

We have audited the accompanying balance sheet of the General Department of the lnternational Monetary Fund (the "Department") as of April 30, 2005,

and the related statements of income, changes in reserves and resources, and cash flows forthe yearthen ended.These financial statements are the respon-

sibility of the Department's management. our responsibility is to express an opinion on these financial statements based on our audit. The Department's

financial statements as of and for the year ended April 30, 2004, were audited by other auditors, whose report dated June 14, 2005, expressed an unquali-

fied opinion on those statements and included an explanatory paragraph that described the adoption of lnternational Accounting Standard No. 32 (Revised),

Financial lnstruments: Disc/osure and Prcsentation, and lnternational Accounting Standard No. 39 (Revised), Financial Instruments.' Recognition and Mea-

surement, as discussed in Note 2 to the financial statements.

We conducted our audit in accordance with lnternational Standards on Auditing and auditing standards generally accepted in the United States ofAmerica.

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mis-

statement. An audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the cir-

cumstances, but not for the purpose of expressing an opinion on the effectiveness of the Department's internal control over financial reporting. Accordingly,

we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,

assessingthe accounting principles used and significant estimates made by management, as well as evaluatingthe overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

ln our opinion, such 2005 financial statements present fairly, in all material respects, the financial position of the General Department of the lnternatlonal

Monetary Fund atApril 30,2005, and the results of its operations and its cash flows forthe yearthen ended in conformity with lnternational Financial

Reporting Standards.

As discussed in Note 2 to the flnancial statements, during financial year 2005, the Department adopted lnternational Accounting Standard N0.32 (Revised),

Financial /nstrurnents.' Disc/osure and Presentation, and lnternational Accounting Standard No. 39 (Revised) , Financial lnstrumentsr Recognition and Mea-

surement, and applied the revisions retrospectively from May 1,2003.

Our audit was conducted for the purpose of forming an opinion on the basic 2005 financial statements taken as a whole. The supplemental schedules listed

on pages 161 to 166 are presented for the purpose of additional analysis and are not a required part of the basic financial statements. These schedules are

the responsibility ofthe Department's management. Such 2005 schedules have been subjected to the auditing procedures applied in our audit ofthe basic

financial statements and, in our opinion, are fairly stated in all material respects when considered in relation to the basic financial statements taken as a

whole.The 2004 schedules were subjected to auditing procedures by other auditors, whose report dated June 14,2005, refened to above, stated that such

information is fairly stated in all material respects when considered in relation to the basic 2004 flnancial statements taken as a lvhole.

Deloitte.

TMFANNUALREPoRT | 2OOs

June 14,2005

lvlember of
Deloitte Touche Tohmabu
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Genera! Department
lncome statements

for the years ended Aprl! 30,2005, and 2004

(ln thousands of SDRS)

2005 2004

0perational income
lnterest and charges (Note 7)
tntereston sDR hotdings ..... ...:. ... .:.. ::. ..... :.. ..
lnvestment income of the Special Disbursement Account (Note 9)
other charges and income (Note 7) .

0perational expenses

Remuneration (Note 13) .. ... ..
Administrative expenses (Note 14)

Total net income

Net income of the General Department comprises
Net income of the General Resources Account
lncome of the Special Disbursement Account

2,270,O44
76,322
52,757
34,035

2,237,678
16,630
40,938
90,676

2,372,558 2,379,922

1,707,051 1,515,196

1,033,847
673,204

613,3s0
52,757

665,507:

966,404
548,792

864,726:
823,788

40,938

__86!129

665,507

The accompanying notes are an integal part of these financial statements.

General Department
Statements of changes In reserves and resources

for the years ended Aprll 30, 2005, and 2004

(ln thousands of SDRS)

Speclsl
rcserue

Genonl
leserve

Total
ro36tvos

Speclal
Dlsbu.semont

Account
tEsource3

2,727,765

40,938
(51,391)

2,716,772

52,757
(204,690)

2,564,179

4,286,929

823,788

5,710,777

613,350

5,724,067:

1,905,475

789,807

2,695,282

581,956

3,277,238

2,387,454

33,981

,,415,43s
31,394

2,446,829

BalanceatApril 30,2003 .. ....
Net income
Net transfers from the SDA (Note 9)

BalanceatApril 30,2004 ......
Net income
Net transfers from the SDA (Note 9)

BalanceatApril 30,2005 ......

The accompanying notes are an integral part of these llnancial statements.
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General Department
Statements of cash flows

for the yearc ended Aprll 30, 2005, and 2004

(ln thousands of SDRs)

Financial statements Ml

2005 2004

Usable curencles and SDRs from operatlng actlvltles
Net income
Adjustments to reconcile net income to usable resources generated by operations:

Changes in receivables and other assets
Changes in remuneration payable and other liabilities
lncrease in the Special ConUngent Account

Usable currencies and SDRS from credit to members:

Purchases in currencies and SDRS, including reserve tranche purchases . . . . .

Repurchases in currencies and SDRS

Repayments of Siluctural Adjustment Facility loans . . .

Net usablo cunencles and SDRS provlded by operatlng actlvltlos . . . . . .

ljsab16 currencles and SDRs from lnvostmont actlyltles
Net acquisition (disposal) of investments by the Special DisbursementAccount . .

Acquisition of fixed assets

tlet usablo currcncles and SoRs provlded by (us€d h) lnvostment actlvltlss

Usablo curencles and SDRs fiom flnanclng acuvltlos
Subscription payments in SDRs and usable currencies

Changes in composition of usable currencies . . . . . .

Transfers to the PRGFTrust, PRGF-HIPC Trust, and other accounts . . . . . .

Nst usablo currencles and SDRS provlded by flnanclng actMues

Net increase in usable currencies and SDRS

Usable currencies and SDRs, beginning of period .

Usable curencles and SDR8, end of perlod

665,507

49,472
86,485
94,000

(1,613,933)
73,907,777

40,342

13,228,990

864,726

65,104
(72,048\
94,000

(40,455)
(43,099)

(8:1,554)

15,675
7,084,248

(51,39 1)

1,048,532

5,776,559
97,991,381

103,767,940

(17,829,7221
21,638,613

50,908

4,E11,s81

772,t97
(59,1 1 1 )

53,080

171,100
5,946,355
(204,690)

5,912,785

19,194,835
103,767,940

L22,982,715

The accompanying notes are an integral part of these financial statements,
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General Department
Notes to the financia! statements

as atApril 30,2005, and 2004

7. Purpose and organization

The lnternational Monetary Fund ("lMF") is an international organization of

184 member countries, lt was established to promote international mone-

tary cooperation and exchange stability and to maintain orderly exchange

arrangements among members; to facilitate the expansion and balanced
growth of international trade, and contribute thereby to the promotion and

maintenance of high levels of employment; and to provide temporary finan-

cial assistance to member countries under adequate safeguards to assist

in solving their balance of payments problems in a manner consistent with

the provisions of the lMFs Articles of Agreement.The IMF conducts its

operations and transactions through the General Department and the

Special Drawing Rights Department (the SDR Department).The General

Department consists of the General Resources Account (GRA), the Special

DisbursementAccount (SDA), and the lnvestmentAccount.The lnvestment

Account has not been activated.The IMF also administers trusts and

accounts established to perform financial and technical services and finan-

cial operations consistent with the purposes of the IME The resources of

these trusts and accounts are contributed by members or the IMF through

the sDA. The financial statements of the SDR Department and these trusts

and accounts are presented separately.

General Resources Account

The GRA holds the general resources of the IME lts resources reflect the
payment of quota subscriptions, use and repayment of IMF credit,

collection of charges on the use of credit, payment of remuneration on

creditor positions, bonowings, and payment of interest and repayment of

bonowings,

Special Disbursement Account

The assets and resources ofthe SDA are held separately from the GRA and

lnvestment Account of the General Department. The SDA is the vehicle for

receiving and investing profits from the sale of the IMF's gold and for

making transfers to other accounts (outside the General Department) for

special purposes authorized in the Articles, in particular for financial

assistance to low-income members of the IME Resources of the SDA

include transfers received from the Trust Fund (in liquidation), a trust
administered by the IMF as trustee, and part of the proceeds from the

sales of the lMFs gold in the past. lncome from the investment of gold

profits in the SDA is to be transferred, as needed, to the Poverty Reduction

and Growth Faci lity-Heavily lndebted Poor Cou ntries Trust ( PRGF- HIPC

Trust), in accordance with decisions ofthe lMEThe SDA also has out-

standing loans extended under the Structural Adjustment Facility (SAF),

which was established in March 1986 to provide balance of payments

assistance on concessional terms to qualifying low-income developing

country members.

Assets that exceed the financing needs of the SDA, excluding investments

arising from the sales of gold undertaken pursuant to the 1999 decision on

gold sales by the IME are transferred to the Reserve Account of the Poverty

Reduction and Growth FacilityTrust (PRGFTrust), which is administered sepa-

rately by the IMF as trustee.

2. Summary of siflnificant accounting policies

Basis of accounting

The financial statements of the General Department are prepared in accor-

dance with lnternational Financial Reporting Standards (IFRS). Specific

accounting principles and disclosure practices are explained further below.

The preparation of financial statements in conformity with IFRS requires

management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and lia-

bilities at the date of the financial statements and the reported amounts of

revenue and expenses during the reporting period. Actual results could differ

from those estimates.

Unit of account

The financial statements are expressed in terms of SDRs. The value of the

SDR is determined by the IMF each day by summing the values in U.S. dol-

lars, based on marketexchange rates, ofthe currencies in the SDR valuation

basket,The IMF reviews the SDR valuation basket every five years.Ite latest

review was completed in october 2000, and the new composition of the

SDR valuation basket became effective on January 1,2001.The currencies

in the basket as ofApril 30,2005, and 2004 and their amounts were as

follows:

Curency Amount

Euro

Japanese yen

Pound sterling

U.S. dollar

0.4260
21.0000

0.0984
0.5770

As ofApril 30,2005, one SDR was equal to 1.51678 U.S. dollars (one SDR

was equal to 1.45183 U.S. dollars as of April 30,2004).

Currencies

Currencies consist of members'currencies and securities held by the IME

Each member has the option of substituting non-negotiable and non-

interest-bearing securities for the IMF's holdings of its currency that exceed

% of 1 percent of the member's quota.These securities are encashable by

the IMF on demand.

Each member is required to pay to the IMF its initial quota and subsequent
quota increases partly in its own currency, with the remainder to be paid in

usable cunencies prescribed by the IME or SDRs. One exception was the
quota increase of 1978, which was paid entirely in members'own

currencies.

Usable currencies consist of currencies of member countries considered by

the IMF to have strong balance of payments and reserve positions.These cur-

rencies are included in the IMF's financial transactions plan to finance pur-

chases and other transfers of the IME Participation in the flnancial

transactions plan is reviewed on a quarterly basis. Usable currencies and

SDR holdings are cash equivalents.The changes in non-usable cunencies

(credit outstanding and other currencies) result from the IMF's transactions

(purchases and repurchases) where a membefs currency is exchanged for
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another membe/s currency, or from the inclusion/exclusion of a membeis

currency in the IMF'S financial transaction plan.

Currencies, including securities, are valued in terms of the SDR on the basis

ofthe currency/SDR exchange mte determined for each cunency. Securities

can be substituted by members for currencies at their option. These securities

are not marketable, but can be converted into currencies on demand. Each

member is obligated to maintain, in terms of the SDR, the value of the bal-

ances of its currency, including its securities, held by the IMF in the GRA.Ihis

requirement is referred to as the maintenance-of-value obligation.The cur

rency balances in the balance sheets include these receivables and payables.

All currencies are revalued periodically in terms of the SDR, including at each

financial year end. Whenever the IMF revalues its holdings of a membe/s cur-

rency, a receivable or a payable is established for the amount required to

maintain the SDR value of the IMF's holdings of that currency.

Credit outstanding

The IMF provides balance of payments assistance in accordance with estab-

lished policies by selling to members, in exchange for their own currencies,

SDRS or currencies of other members. When members make purchases, they

incur obligations to repurchase the IMF'S holdings of their currencies arising

from the purchases within specified periods by payments in SDRs or other

currencies, as determined by the IME IMF credit is subject to specific repay-

ment schedules over periods that vary depending on the type of facility used.

Members are entitled to repurchase, at any time, the IMF'S holdings of their

currencies on which charges are levied and are expected to make repur-

chases as and when their balance of payments and reserve position

improve.

The repurchase policies of the IMF are intended to ensure the revolving

character of its resources. Programs supported by the IME other than the

Supplemental Reserve Facility (SRF), are guided by the requirement that

members should be able to make repurchases in accordance with normal

terms of the respective facilities (refened to as the obligation schedule). ln

keeping with a long-standing principle of the IMF that its resources should

be repaid as soon as the balance of payments and reserve position

improve, debtors in a position to do so are expected to make repurchases

under predetermined expectation schedules. However, if a membe/s exter-

nal position is not sufficiently strong, it may request that repurchases on the

expectation schedule be extended to the original obligation schedule.The

extension period is one year for credit tranche and SRF purchases and three

years for Extended Fund Facility (EFF) purchases. A member is considered

overdue only after failure to make a payment on the repurchase obligation

schedule.

overdue obligations and the burden-sharing mechanism

It is the policy of the IMF to exclude from current income charges due by mem-

bens that are six months or more overdue in meeting any financial obligAtion to

the IME lhe IMF fully recoven this lost income from the burden-sharing mech-

anism, through adjustments, in the cunent period, to the rates of charge and

remuneration. Members that have borne the financial consequences of over-

due charges receive refunds to the extent that overdue charges that had given

rise to burden-sharing adjustments are subsequently settled.

An impairment loss would be recognized if there is objective evidence of

impairment as a result of a past event that occuned after initial recognition,

and is determined as the difference between the outstanding credit's carry-

ing value and the present value ofthe estimated future cash flows. No

impairment losses have been recognized.

Financial statements I Vll

First Special Contingent Account

ln view of the risk resulting from overdue obligations, the IMF accumulates

balances in the first Special Contingent Account (SCA-1) by collecting

resources under the burden sharing mechanism. Losses arising from overdue

principal, if realized, would be charged against the SCA-1.Ihe IMF has not

realized any losses on overdue financial obligations. However, the IMF consid-

ers it prudentto maintain the SCA-1 as an added protection until all anears

are fully settled. Balances in the SCA-1 are refundable to the members that

shared the cost of its financing in proportion to their contributions when

there are no outstanding overdue repurchases and charges, or at such earlier

time as the IMF may decide.

Gold holdings

TIe Articles of Agreement limit the use of gold in the lMPs operations and

transactions. Any use provided for in the Articles requires a decision adopted

by an 85 percent majority of the total voting power. Under the Articles, the

IMF may sell gold outright on the basis of prevailing market prices but cannot

engage in any other gold transactions, such as loans, leases, svvaps, or the

use of gold as collateral. ln addition, the IMF does not have the authority t0

buy gold, but it may accept payments from a member in gold instead of

SDRs or currencies in any operation or transaction under the IMF'S Articles at

prevailing market prices.

ln accordance with the provisions of the Articles, whenever the IMF sells gold

held on the date of the Second Amendment of the IMF'S Articles of Agree-

ment (April 1, 1978), the portion ofthe proceeds equal to the historical cost

must be placed in the GRA. Any portion of the proceeds in excess of the his-

torical cost will be held in the SDA or transferred to the lnvestment Account.

IIe IMF may also sell gold held on the date of the Second Amendment to

those members that were members on August 31, 1975, in proportion to

their quotas on that date, in exchange for their own currencies, at the histori-

cal cost.

The IMF values its gold holdings at historical cost using the specific identifi-

cation method. The canying value of the Fund's gold holdings is derived from

quota subscriptions prior to the Second Amendment and the settlement of

financial obligations by members in 1992 and 1999 (see Note 6).

Other assets

other assets include primarily fixed assets, net pension plan assets, and net

assets for other post-retirement benefits.

Fixed assets with a cost in excess of a threshold amount are capitalized at

cost and depreciated over the estimated useful lives of the assets, using the

straight{ine method. Buildings, equipment, and furniture are depreciated

over 30, 3, and 7 years, respectively. Software is amortized over 3 years.

The IMF operates two defined-benefit pension plans and provides post-

retirement benefits to staff.TIe pension plans are funded by payments from

the staff and the IME taking into account the recommendations of independ-

ent actuaries. Assets of the pension plans are held in separate trustee-

managed funds.TIe IMF also established a Retired Staff Benefits lnvestment

Account (RSBIA) to hold and invest funds set aside to finance the cost of

post-retirement employee benefits.TIe assets of RSBIA are administered by

the IME Pension plans and other post-retirement assets are measured at fair

value as of the balance sheet date. Pension costs and expected costs of the

post-retirement medical and life insurance benefits are determined usingthe

Projected Unit Credit Method, which measures the present value of the esti-

mated future cash outflows, using interest rates of government securities that
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have maturitres approxrmating the terms of the penston ltabtlittes, and

accrued over the period of employment. Valuations of these obligations are

carried out annually by independent actuaries.

SAF loans in the Special DisbursementAccount

SAF loans provide finanoal assrstance to low-income members at an tnterest

rate of one-half of one percent per annum for a period of ten years. Repay-

ments of all SAF loans are transferred to the PRGFTrust Reserve Account

when received. Allowances for loan losses would be established if and when

there is objective evrdence that an impatrment loss on loans has been

rncuned.

lnvestments in the Special Disbursement Account

lnvestments rn the SDA are made in short-term depostts denominated in

SDRs with matuntres of less than one year and are classttied as fair-value-

through-profit-and-loss. lnvestments are recorded on the seftlement date at

cost and the carrying value of the investments approximate thetr fatr value.

lnvestment income comprses rnterest earned on tnvestments.

SDR holdings

Although SDRs are not allocated to the IME the IMF may acquire, hold, and

dispose of SDRs through the GRA.Ihe IMF recerves SDRs from members rn

the settlement of their financial obltgattons to the IMF and uses SDRs in

transactions and operatrons wrth members.The IMF earns interest on its SDR

holdrngs at the same rate as all other holders of SDRs.

Quotas

Each member rs assrgned a quota that forms the basts of rts financral and

organrzational relationshrp with the IME A membefs quota is related to, but not

strictly determrned by, economic factors such as nattonal rncome, the value of

external trade and payments, and the level of official reserves. Quotas deter
mrne members' subscriptrons to the l[It thetr relative voting power, access to

frnancing, and their share ln SDR allocations. Should a member wrthdraw from

the lMt its quota is repayable to the extent it is not needed to settle other net

obligatrons of the member to the IME As a result of adopting IAS 32 Revised,

"Frnancial lnstruments Drsclosure and Presentation," quota subscnptrons have

been reclassifled as liabrlites effective May 1,2003, retrospectively, as these

financial rnstruments also embody an unconditlonal obltgation to redeem the

rnstrument upon a membe/s wrthdrawal from the IME

Reserve tranche position

A member has a reserve tranche rn the IMF when the IMF's holdings of rts

currency, excluding holdings that reflect the member's use of IMF credrt, are

less than the member's quota. Reserve tranches result from quota payments,

part of which are to be made rn reserve assets, and the use of the member's

currency rn the lMFs transactions or operations. A member's reserve tranche

rs considered a part of rts external reserves and a liqutd claim against the

IME The member may draw on the reserve tranche at any time when tt repre-

sents that rt has a balance of payments need. Reserve tranche purchases

are not subject to repurchase obhgattons or charges.

Reserves of the General Resources Account

The IMF's reserves, consisting of the General Reserve and the Special

Reserve, provide it with protection against financial nsk of a general

nature. The IMF determrnes annually what part of its net income wrll be

retarned and placed to the General Reserve orthe Special Reserve, and

what part, rf any, wrll be distributed.The General Reserve may be used to

meet capital losses or administrative deficits. The Arttcles of Agreement

permrt the IMF to use the Specral Reserve for any purpose for whtch tt may

use the General Reserve, except distnbutton. After meeting the cost of

administering the PRGFTrust, net operatronal tncome generated from sur-

charges on purchases under the SRE the credtt tranches, and the EFF has

been placed to the General Reserve. All other income has been placed to

the Specral Reserve.

SDR interest rate

The SDR rnterest rate is determrned weekly by reference to a combined mar-

ket rnterest rate, which is a wetghted average of yields on shortterm instru-

ments rn the caprtal markets of the euro area, Japan, the United Kingdom,

and the Untted States.

Charges

The IMF levies periodrc charges on members'use of GRA credit.The basic

rate of charge rs set as a proportion of the SDR tnterest rate, whrch is equiva-

lent to the effective interest rate. Under the burden-shanng mechanism (see

Note 12), the basic rate of charge is increased to offset the effect on the

IMF's rncome ofthe nonpayment of charges and also to finance the addt-

trons to the SCA-1.

A surcharge progressing from 300 to 500 basis points above the rate of

charge app[es to the use of credtt under the SRE ln addition, credit out-

standing exceeding 200 percent of quota, resultrng from purchases tn the

credrt tranches and under the EFF (other than those under the SRF) after

November 28,2000, is subject to a surcharge of 100 basis points, and

credit in excess of 300 percent of quota, to a surcharge of 200 basrs

points. Special charges are levied on members'currency holdings that are

not repurchased when due and on overdue charges. Spectal charges do

not apply to members that are stx months or more overdue to the IME A

service charge rs levred by the IMF on all purchases, except reserve

tranche purchases. A refundable commitment fee is charged on Stand-By

and Extended Arrangements. At the exptratton or cancellation of an

arrangement, the unrefunded portion of the commttment fee is recognized

as current income.

Remuneration

The IMF pays rnterest, referred to as remuneratton, on a member's reserve

tranche position. A portion of the reserve tranche ts unremunerated and ts

equal to 25 percent of the member's quota on April 1, 1978 (that part of the

quota that was paid in gold pnor to the Second Amendment of the Fund's

Articles). For a member that joined the Fund after that date, the unremuner-

ated reserve tranche is the same percentage of tts inftial quota as the aver
age unremunerated reserve tranche was as a percentage of the quotas of all

other members when the new memberjorned the Fund.The unremunerated

reserve tranche remains fixed for each member tn nomtnal terms, but

because of subsequent quota increases, rt rs now signiflcantly lower when

expressed as a percentage ofquota.The average is equal to 3.8 percentof

quota at Apnl 30, 2005, and 2004, but the actual percentage is drfferent for

each member.

The rate of remuneratton, which is equivalent to the effecttve tnterest rate, is

equal to the SDR interest rate, adjusted downward to finance a share ofthe
nonpayment of charges and addttions to the SCA-1 under the burden-shar

rng mechanism (see Note 12).
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Adoption of new lnternational Financial Reporting Standards

ln December 2003, the lnternational Accounting Standards Board (IASB)

issued a revised lnternational Accounting Standard 32, "Financial lnstru-

ments: Disclosure and Presentation' (lAS 32 Revised), which requires the

classification of certain financial instruments, including shareholder interests,

as a financial liability if such financial instruments embody redemption fea-

tures.The adoption of IAS 32 Revised required the lMFto reclassit its quota

subscriptions, which are repayable upon members' withdrawal, as liabilities.

IAS 32 Revised is effective for financial year 2006, but the llvlF decided to

adopt it early during financial year 2005, with retrospective effect as of

May 1,2003.The impact of the implementation of IAS 32 Revised on the

balance sheet was to increase total liabilities and decrease members'

resources by SDR 213.5 billion as of April 30,2005 (SDR 212.8 billion as

of April 30, 2004).

ln December 2003, the IASB revised lnternational Accounting Standard 39,

"Financial lnstruments: Recognition and Measurementl under which invest-

ments previously classified as available{or-sale are permitted to be reclassi-

fied as securities at fairvalue-through-profit-and-loss. After the

reclassification, changes in fair value of the investments would continue to

be recognized in the income statement.The revised standard is effective for

financial year 2006, but the IMF elected to adopt it in financial year 2005,

with retrospective effect as of May 1, 2003. The implementation of the

revised standard did not have an impact on the lMFs financial position or

results of operations.

ln December 2004, the IASB issued an amendment to IAS 19, "Employee

BenefitsActuarial Gains and losses, Group Plans and DisclosureslThe

amended IAS 19 provides an additional option for recognizing actuarial

gains and losses and requires additional disclosures on the plan assets held

by the employee beneflt plans as well as further disclosure on the net peri-

odic cost and reconciliation of the funded status. Ihis revised standard will

become effective for financial year 2007,Ihe IMF will consider the implica-

tions ofthis revision on the General Department's ftnancial statements.

Comparatives

When necessary, comparative figures have been reclassified to conform with

changes in the presentation of the current year.

3. Financial risk management

ln providing financial assistance to member countries and conducting its

operations, the IMF is exposed to various types of risks, including credit,

interest rate, exchange rate, liquidity, and operational risks. Because of its

unique role in the international monetary system, the principal risk facing the

IMF is credit risk.

Credit risk

Credit risk refers to potential losses on the credit outstanding due to the

inability, or unwillingness, of member countries to make repurchases. While

the IMF is accorded prefened creditor status, credit risk is inherent since the

IMF generally provides financing when other sources are not available to a

member and has limited ability to diversify its loan portfolio. As a result,

credit concentration is high (see Note 4).

The IMF's credit risk-mitigating measures comprise policies on access limits;

program design and monitoring, including conditionality attached to its

financing; early repurchase; and preventative, precautionary, and remedial

measures to cope with the financial consequences of protracted arrears.

Financial statements I VII

The IMF has established access limits, including limits on overall access to

resources in the GRA, as well as limits on access to the credit tranches under

the Extended Fund Facility.Ihe overall limit is currently set at an annual limit

of 100 percent of a member's quota, with a cumulative limit of 300 percent

of a member's quota. Access in excess of these limits can be granted in

exceptional circumstances (exceptional access cases) subject to certain pro-

cedural requirements and substantive criteria that have been adopted by the

Executive Board.

The IMF generally provides financial assistance to members in the context of

a program that is designed to help the member overcome its balance of pay-

ments difficulties during the program period. IMF assistance is normally dis-

bursed in tranches and subject to conditionality in the form of performance

criteria and periodic reviews.To ensure the integrity of data provided to the

Fund in the context of access to Fund resources and compliance with per-

formance criteria, the IMF may apply remedies for misreporting by member

countries by expecting early repurchases for noncomplying drawings.

ln accordance with the Articles of Agreement, member countries using IMF

resources are expected to make early repurchases as their balance of pay-

ments and reserve positions improve. Moreover, members are expected to

make repurchases resulting from purchases in the credit tranches or under

the Compensatory Financing Facility made after November 20, 2000, under

predetermined expectation schedules ahead of the obligation date to pre-

serve the revolving character of the IMF's resources and reduce the duration

of IMF credit exposure.

The IMF maintains precautionary balances consisting ofthe SCA-1 and the

reserves of the GRA to cover possible overdue principal and losses in

income and to preserve the IMF'S reputation as a prudent financial organiza-

tion.The level of precautionary balances is determined by taking into consid-

eration the amount of credit in protracted arrears and a margin for risk

associated with credit in good standing.The Executive Board decided that in

the current circumstances, the IMF should aim at precautionary balances in

an amount of SDR 10 billion. ln addition, the burden-sharing arrangement is

another risk-mitigating mechanism unique to the IMF whereby the financial

risk of overdue charges is passed on to creditor and debtor members and

allows for the strenghening of the IMF's overall financial position.

lnterest rate risk

lnterest rate risk is the risk that future cash flows will fluctuate because of

changes in market interest rates.The lMFs cost structure and its income

position are interest-rate driven. Fluctuations in interest rates could widen or

narrow the spread between the rate of charge on credit outstanding and the

rate of remuneration paid to member countries with remunerated reserve

tranche positions.To minimize the effect of interest rate fluctuations on

income, the IMF links the rate of charge directly to the SDR interest rate

(which is equal to the rate of remuneration). Moreover, the Executive Board

may decide to recover any net income shortfalls in the GRA caused by falling

interest rates or other factors by increasing the net income target for the fol-

lowing financial year.

Exchange rate risk

Exchange rate risk is the exposure to the effects of fluctuations in the prevail-

ing foreign currency exchange rates on an entity's financial position and cash

flows.The IMF uses the SDR as the unit of account and conducts its transac-

tions in terms ofthe SDR. lt has no exchange rate risk exposure on its hold-

ings of members' currencies since, under the Articles of Agreement, members

are required to maintain the value of such holdings in terms of the SDR. Any

depreciation/appreciation in their currency vis-a-vis the SDR gives rise to a
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currency valuation adjustment receivable or payable that must be settled on

an annual basis and that is included in the stock ofthe IMF's cunency hold-

ings.Therefore, the value of the IMF'S currency holdings does not fluctuate in

SDR terms.

Exchange rate risk on IMF investments is managed by investing in securities

denominated in SDRs or in the constituent currencies of the SDR valuation

basket.The IMF also has other assets and liabilities, such as trade receiv-

ables and payables, denominated in cunencies other than SDRs and makes

administrative payments largely in U.S. dollars, but the exchange rate risk

exposure is very limited.

Liquidity risk

Liquidity risk is the risk of non-availability of resources to meet the IMF's

financing needs and obligations.The IMF must have usable resources avail-

able to meet members'demand for credit. While the IMF's sources are revolv-

ing, uncertainties in timing and amount of credit extended to members

during financial crises expose the IMF to liquidity risk. Moreover, the IMF

must also stand ready to meet the potential demands from members draw-

ing upon their reserve tranche positions, which have no flxed maturity and

are part of members'reserves.

The IMF manages its liquidity risk not by matchingthe maturity of assets

and liabilities, but by closely scrutinizing developments in its liquidity
position, especially as it relates to the adequacy of quota-based resources

to meet liquidity needs. The Articles of Agreement require the IMF to con-

duct a general review of members'quotas at intervals of no more than five

years in order to assess the adequacy of quota-based resources to meet

members'demand for IMF financing.There have been eight quota

increases, including an ad hoc increase, as a result of the reviews. Should

the available quota-based resources be inadequate to meet financing

needs, the IMF may activate its standing credit lines totaling SDR 34 billion

under the General Arrangements to Borrow and the New Arrangements to
Borrow.The IMF also monitors its liquidity position over a shorter term, using

an objective criterion such as the forward commitment capacity for the next

twelve-month period (Schedule 2 provides the IMF's available resources

and liquidity position).

0perational risk

operational risk includes risk of loss attributable to errors or omissions

because of failures in executing or processing transactions, inadequate con-

trols, human factors, and/or failures in underlying support systems.

The IMF mitigates operational risk by (i) identifying key operational risks,

(ii) maintaining a system of internal control, (iii) documenting policies and
procedures on administrative and accounting and reporting processes, and

(iv) conducting internal audits to ensure accurate processing of transac-
tions and minimize the possibility of undetected enors. The design and

effectiveness of controls are evaluated continuously and improvements are

implemented on a timely basis. The results of the internal evaluation of the
effectiveness of internal controls are reported by the office of lnternal Audit
and lnspection to the ExternalAudit Committee, which also exercises over-

sight over the external audit of the IMF's accounts and its controls.

The IMF has adopted a Code of Ethics to promote the highest standards of
ethics among its staff, including senior management and members of the
Executive Board. The enforcement of the Code of Ethics is further supple-

mented with procedures for the reporting and investigation of irregularities

and improprieties, including fraudulent acts.

4. Credit and loans outstanding

Credit outstanding in the GRA and SAF loans in the SDA are carried at

amortized cost.

Changes in the outstanding use of IMF credit underthe various facilities of

the GRA were as follows:

Aprll 30, nopur- ADdl 30, Ropur. Apdl 30,
2003 Arrchalos cha3or 2fi14 Purchsss chasca 2005

(ln miilions ol SDRS)

15,042) 4t,730 1,445
(2,323\ 13,751 163

Credit Uanches 33,898
Extended Fund Facility 14,542
Supplemental Reserve

Facility 15,700
Systemic Transformation

Facility 644
Enlarged Access 279
Compensatory and

Contingency

Financing Facility 414
Supplementary

Financing Facility 101

Total credit outstanding glrqq

Argentjna

Brazil
Dominica
Dominican Republic
Ecuador
Papua New Guinea
Serbia and Montenegro
Sri Lanka
Turkey

Uruguay

Flnanclal year

ondln(ADdl 30

17,tltl 35,458
(4,549) 9,36s

(1,459) 4,5693,807 (13,479) 6,028

- (490) 154

- (3) 2t6

12,87 4
1,132

(136)

(s)
18

271

The following repurchases were made by members during the financial years

ended April 30:
2005 2004

(ln millions of SDRS)

Early repurchases

Repurchase expect tions
Repurchase obligations

Total repurchases

The IMF approved the following members'requests to extend repurchases

from the expectation to the obligation schedule during the financial years

ended April 30:
Totrl repurchase expoctatlons oxtondod

2005 2004

(ln millions of SDR')

- (294) t20 - (36) 84

- (7) 94 - (5) 89

17,813 (21,638) 62,153 1,608 (13,907) 49,854

328
15,944
5,366

21,638

2,645
5,854
5,408

13,907

37

I
l6-

Genoral Resources
Account

1,941
8,096

26
19

8.273
227

Speclal Dlsburcement
Account

779

1

77
JJ

,4

434

As ofApril 30, 2005, and 2004, outstanding SAF loans amounted to

SDR 46 million and SDR 86 million, respectively.

Scheduled repurchases in the GRA and repayment of SAF loans in the SDA

are summarized below:

(ln millions of SDRi)

2006
2007
2008
2009
2010
201 1 and beyond

overdue

Total

18,612
77,677
8,793
2,502
1,156

397
723

19354-

156

The use of credit in the GRA by the largest users at April 30 was as follows:



2005 2004

(ln millions of SDRS and as a
percentage of total GRA credit outstandin4)

Largest user of credit 15,356 30.8% 18,139 29.2%

Ihree largest users of credit 36,539 73.3% 44,020 70.8%

Five largest users of credit 44,790 88.6% 53,680 86 4%

The five largest users of credit as ofApril 30, 2005, were Brazil,Turkey,

Argentina, lndonesia, and Uruguay.0utstanding credit by member is provided

in Schedule 1.

The concentration of GRA outstanding credit by regional geographical area as

of April 30 was as follows:
2005 2004

(ln millions of SDRS and as a percentage

of total GRA credit outstanding)

Africa

Asia and Pacific

Euope

Latln America and the Caribbean

Middle East and Turkey

Total

Overdue obligations

At April 30, 2005, and 2004,four members were six months or more over-

due in settling their financial obligations to the General Department.

GRA repurchases, GRA charges, SAF loan repayments, and SAF interest that

are six or more months overdue were as follows:

Ropurchasos and Chargos and SAF

SAF loans lnterest

200s 2004 2005 2004

(ln niilions of SDRS)

Financial statements I VII

Receivables and payables arising from valuation adjustments at April 30,

2005, when all holdings of cunencies of members were last revalued,

amounted to SDR 8,521 million and SDR 5,435 million, respectively (SDR

9,311 million and SDR 3,139 million, respectively, atApril 30,2004). Settle-

ments of these receivables or payables are required to be made promptly

after the end of each financial year.

6. Gold holdings

At April 30, 2005, and 2004, the IMF held 3,217 ,341 kilograms of gold,

equal to 103,439,916 fine ounces of gold, at designated depositories. Gold

holdings were valued at a historical cost of SDR 5,852 million as of April 30,

2005, and 2004. 
cost

ounces Psr ounco Total

1,168 2.3% 1,397 2.3%

6,760 13.6% 8,019 t2.9%

2,707 5.4% 6,160 9.9%

25,677 51.4% 30,697 49.4%

13,608 27.3% 15,880 25.5%

194!1 _4& 62..1!9 _1!9t

(ln millions)

90.474
.021

(,, SDRS)

35
247

(ln miilions
of SDRS)

3,167
5

Gold acquired from quota subscriptions

Gold acquired from Cambodia in 1992

Gold acquired through off-market
transaction in 1999

Total

2,680

14q
72.944

103.439:

Total overdue

overdue for six months or more

overdue for three years or more

1,030 1,009

1,018 1,001

970 939

The type and duration of the overdue amounts in the General Department as

of April 30,2005, were as follows:

207

As of April 30, 2005, the market value of the IMF's holdings of gold was

SDR 29.7 billion (SDR 27.7 billion atApril 30,2004). lf realized, the excess

of the market value over the cost of the IMF's gold holdings would be trans-

ferred to the SDA or to the lnvestment Account.

7. lnterest and charges

As ofApril 30,2005, the total holdings on which the IMF levies charges

amounted to SDR 49,854 million (SDR 62,153 million as of April 30,

2004). For the financial year 2005, the rate of charge was set at 154 per-

cent of the SDR interest rate for the flrst half and 136 percent for the second

half of the year (for flnancial year 2004, it was 132 percent of the SDR inter-

est rate). After the retroactive reduction of charges due to income exceeding

the net income target for financial year 2005, the basic rate of charge was

144 percent for the first half of the financial year. The average adjusted rate

of charge before applicable surcharges for financial year 2005 was 3.1 per

cent (2.17 percent for financial year 2004). Charges and other receivables

as of April 30 were as follows:

2005 2004

(,n miflions of SDRS)

Periodic charges

Amount paid through burden sharing

Unpaid charges

other receivables

Total receivables

lnterest and periodic charges for the years ended April 30 consisted of the

following:

2005 2004

lnterest and periodic charges

Amounts paid through burden-sharing adjustrnents,
net of refunds

Total interest and charges

(ln miilions of SDRS)

2,259 2,224

lnterest earned on SAF loans forthe years ended April 30, 2005, and 2004

amounted to SDR 0.3 million and SDR 0.5 million, respectively.

732
730

661

752
743
650

Repurchascs Chargesand
and SAF loans SAF lnterost

Longost oYerduo

obllgatlon
Iotal

obllgltlon

(ln millions of SDRi)

Liberia

Somalia

Sudan
Zimbabwe

Total

Members'quotas

Members' outstanding use of
l[IF credit in the GRA

Members' reserve tranche
positions in the GRA

Administrative currency
balances

Total currencies

255
99

663
13

r$0

207
106
316
109

732

456
205
979
122

1,762

May 1985

July 1987

August 1985

[,lay 2001 1,598
(848)
(187)

563
q

568

1,526
(825)
( 188)

513
4

517

5. Currencies

Net changes in the IMF's holdings of members' currencies for the years

ended April 30, 2005, and 2004 were as follows:

Apdl 30, l{et Apill 30,
2003 chango 2004 change 2005

(ln miilions of SDR9)

272,737 63 272,794 684 273,478

6s,978 (3,825) 62,1s3 (12,299) 49,854

(68,009) 5,153 (62,856) 13,007 (49,849)

Aprll 30,Net

8

2,232

11

2,270

(1) (4) (5) 8 3

210,699 1,387 212,086 1,400 213,486

L57
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Service charges, and commitment fees on canceled or expired arrangements

are included in Other Charges and lncome,which amounted to SDR 34 mil-

lion (SDR 91 million for the year ended April 30, 2004).

B. )th e r assets-flxed assets

other assets include fixed assets, which at April 30, 2005, and 2004
amounted to SDR 311 million and SDR 267 million, respectively, and con-

sisted of land, buildings, construction in progress, and equipment.

Land Bulldlngs othors Total

(/n mll/ions of SDRS)

Cost

Beginning of the year

Additions

Disposals

End of the year

Accumulated depreciation

Beginning of the year

Additions

Disposals

End of the Year

Net book value as at April 30, 2005

Net book value as at April 30, 2004

to the conclusion of its affairs.TheTrust Fund has no assets otherthan

claims receivable, including interest and special charges, from Liberia,

Somalia, and Sudan amountingto SDR 117.6 million atApril 30,2005
(SDR 117.2 million atApril 30,2004).All interest is deferred. Cash receipts

on these loans are to be transferred to the SDA.

70. Borrowings

Under the General Arrangements to Borrow (GAB), the IMF may borrow up to

SDR 18.5 billion when supplementary resources are needed, in particular, to

forestall or to cope with an impairment of the international monetary system.

The GAB became effective on october24, 1962, and has been renewed

through December 25, 2008. lnterest on borrowings under the GAB is set at

a rate equal to the SDR interest rate.

Under the New Anangements to Borrow (NAB), the IMF may borrow up to

SDR 34 billion of supplementary resources.The NAB is the facility of first

and principal recourse, but it does not replace the GAB, which will remain in

force. outstanding drawings and commitments under these two borrowing

arrangements are limited to a combined total of SDR 34 billion.The NAB

became effective for a five-year period on November 17, 1998, and has

been renewed through November 16,2008. lnterest on bonowings under the

NAB is payable to the participants at the SDR interest rate or any such higher

rate as may be agreed between the IMF and participants representing 80
percent of the total credit arrangements. There was no balance outstanding

as at April 30, 2005, and 2004 under the GAB or the NAB.

71. Arrangements

An arrangement is a decision of the IMF that gives a member the assurance

that the IMF stands ready to provide SDRs or usable currencies during a

specified period and up to a specified amount, in accordance with the terms

of the arrangement. At April 30, 2005, the undrawn balances under the 12

arrangements that were in effect in the GRA amounted to SDR 7,927 million

(SDR 19,799 million under 13 arrangements atApril 30, 2004).

12. Burden sharing and the Specia/ Contin{ent Account

Under the burden-sharing mechanism, the basic rate of charge is increased

and the rate of remuneration is adjusted downward to offset the effect on the

IMF's income of the nonpayment of charges and also to finance the addi-

tions to the SCA-1.

Cumulative charges, net of settlements, that have resulted in adjustments to

charges and remuneration since May 1, 1986 (the date the burden-sharing

mechanism was adopted) amounted to SDR 848 million atApril 30, 2005
(SDR 825 million at April 30, 2004). The cumulative refunds for the same
period, resulting from the settlements of overdue charges for which burden

sharing adjustments have been made, amounted to SDR 1,073 million at

April 30,2005, and 2004.

The SCA-1 is financed by adjustments to the rate of charge and the rate of

remuneration. Balances in the SCA-1 are to be distributed to the members

that shared the cost of its flnancing when there are no outstanding overdue

repurchases and charges, or at such earlier time as the llvtF may decide.

Amounts collected from members for the SCA-1 are akin to refundable cash

deposits and are recorded as collections of cash and as a liability to those

who paid them. Losses arising from overdue obligations, if realized, would be

shared by members in proportion to their cumulative contributions to the

SCA-1. For the financial years ended April 30, 2005, and 2004, the annual

addition to the SCA-1 amounted to SDR 94 million.

,:

96

96

96

215 407
6q

(3)

463

140

15
(3)

152

311

267

96
59
(3)

752

33
8

(3)

38

ll4:
63:

215

707

7

774

101

108

9. Specia/ Disbursement Account

lnvestment

As at April 30, 2005, the investments in the SDA consisted of short-term

fixed-term deposits with maturities of less than one year and amounted to

SDR 2,519 million (SDR 2,631 million as atApril 30,2004).

lnvestment income of the SDA for the years ended April 30, 2005, and 2004
was SDR 52 million and SDR 41 million, respectively.

Transfer of SDA resources

Assets in the SDA can be used for special purposes authorized in the Arti-

cles, including providing financial assistance to low-income member coun-

tries. Transfers for this purpose can be made from current and prior years'

income. Such transfers are not considered an expense, but are equity-like

distributions approved separately by the Executive Board and transferred on

an as-needed basis.

Proceeds from the repayment of SAF loans are transferred from the SDA to

the PRGFTrust. During the financial years ended April 30, 2005, and 2004,
such transfers amounted to SDR 41 million and SDR 52 million, respectively.

ln addition, the accumulated investment earnings in the SDA are available

for financing the PRGF-HIPC Trust on an as-needed basis. During the finan-

cial year ended April 30,2005, the SDA transferred SDR 164 million to the

PRGF-HIPC Trust (no such transfer was made for the financial year ended

April 30,2004).

Trust fund

The IMF is the trustee of the Trust Fund, which was established in 1976 to
provide balance of payments assistance on concessional terms to eligible

members that qualiry for assistance.TheTrust Fund is in liquidation.

ln 1980, the lM[ as trustee, decided that, upon the completion of the final

loan disbursements, theTrust Fund would be terminated as ofApril 30,

1981, and afterthat date, the activities oftheTrust Fund have been confined
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73. Remuneration

AtApril 30,2005, total creditor positions on which the IMF paid remunera-

tion amounted to SDR 43,209 million (SDR 56,241 million atApril 30,

2004). The average adjusted rate of remuneration for the financial year

ended April 30, 2005, was 1.98 percent (1.48 percent for the financial year

ended 2004). Remuneration consisted of the following for the years ended

April 30:

200s 2004

Remuneration

Amount withheld for burden-sharing adjustment,
net of refunds

(ln millions of SDRS)

1,045 97 4

1 4. Ad mi n i stratlve expenses

Administrative expenses, the majority of which were incuned in U.S. dollars,

for the years ended April 30 were as follows:

2005 2004

Beginning of year

Expense recognized in the income
statement

Contributions paid

End of year

807

(ln miilions of SDRS)

(147) (2171 443 435

The pension and other post-retirement benefits expense recognized in the

income statement include the amortization, over the estimated average

remaining service lives of IMF staff, of actuarial gains and losses in excess of

a corridor. The corridor is the higher of 10 percent of either the defined-benefit

obligation or the fair value of assets at the beginning of the financial year.

The amounts recognized in the income statements are as follows:

2005 2OO4

SRP SRBP 0ther Total Total

(ln millions of SDRi)

Current service cost

lnterest cost

Expected loss on assets

Amortization of actuarial (gain)/loss

Prior service cost

Total expense recognized in income
statement

Actual return on assets

The principal actuarial assumptions used in the actuarial valuations were as

follows:
2005 2004

(ln percent)

2005

SRP SRBP Other rot"t
2004
Total

(90) (41) (44) (175) (51)

476388559
158 982\ @) j!9 !43

(8)

966:
(11)

1,034

39 772 95
31 2t0 757
(25) (244\ (226)
(5) 34 (8)

3333

107

166
(21e)

36

43 175 51

43 380 668

90 42

337: :

26
13

3

Personnel

Pension and other long-term employee benefits

Travel

Exchange gains and losses

other
Lessi reimbursement for the administration of

the SDR Department

Total administrative expenses, net of reimbursements

(1)

549:
(2)

673

(ln nillions of SDR9)

343 337
160 39
62 70

27
108 103

2004
Iotal

Discount rate

Expected return on plan assets

Future salary increases

ultimate health care costs gruwth rates

L5. Pension and other post'retirement benefits

The IMF has a defined-benefit Staff Retirement Plan (SRP) that covers sub-

stantially all eligible staff and a Supplemental Retirement Benefits Plan

(SRBP) for selected participants of the SRP Participants contribute 7 percent

of their pensionable remuneration and the IMF contributes the remainder of

the cost of funding the plans and pays certain administrative costs of the

plans. ln addition, the IMF provides other employment and post-retirement

benefits, including medical, life insurance, and other long{erm benefits. ln

1995, the IMF established a separate account, the Retired Staff Benefits

lnvestment Account (RSBIA), to hold and invest resources set aside to fund

the cost of the post-retirement beneflts.

The defined-benefit obligations are valued annually by independent actuar-

ies. The latest actuarial valuations were canied out as at April 30, 2005,

using the Projected Unit Credit Method.

The amounts recognized in the balance sheet are determined as follows:

16. Related party transactions

The GRA conducts its transactions with the SDR Department on the same

terms and conditions applicable to participants in the SDR Department.

During the financial years ended April 30, 2005, the receipts (consisting

of repurchases, charges, and interest on SDR holdings) and uses (consist-

ing of purchases and remuneration) of SDRs by the GRA amounted to

SDR 3,100 million (SDR 5,472 million for the financial year ended April 30,

2004) and SDR 3,032 million (SDR 5,929 million forthe financial year

ended April 30,2004), respectively. As ofApril 30, 2005, and 2004, the

GRAs SDR holdings amounted to SDR 574 million and SDR 506 million,

respectively.

The costs of operating the SDR Department, the PRGFTrust, and the PRGF-

HlPCTrust are borne by the GRA.The SDR Department reimbursed the GRA

SDR 1.5 million and SDR 1.4 million for the flnancial years ended April 30,

2005, and 2004, respectively.The IMF has waived the reimbursements by

the PRGFTrust to the GRA, amounting to sDR 54.4 million and sDR 57.7

million for the financial years ended April 30, 2005, and 2004, respectively.

The PRGF-HIPC Trust does not reimburse the GRA.

1. 7. Lease colnmrtments

The IMF has committed to lease commercial office space through June 2005.

Expenditures totaling SDR 3.2 million will be incurred overthis period.

5.7
7.5

6.4-10.8
4.0

5.7
7.5

6.4-10.8
4.0

2005

SRP SRBP other Total

Fair value of plan assets

Present value of the defined-
benefit obligation

Unrecognized actuarial losses/(gains)

Unrecognized prior service cost

Net balance sheet assev(liability)

(ln nillions of SDRS)

3 359 3,504 3,2643,742

(2,901)

577

758

(3,720) (3,569)

560 734
974

3s3 443

(2451 (s74)

60 (17)

(182) (223)

The movement in the net balance sheet asset is reconciled as follows:
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18. Subsequent event

0n June 11,2005, the G-8 finance ministers proposed an initiative that
would involve debt relief leading to full debt cancellation of outstanding

obligptions of member countries eligible for HIPC assistance. Under this
proposal, the cost of meeting the obligations of the eligible members

would be met from existing IMF resources. ln situations where other existing

and projected debt relief obligations cannot be met from existing IMF

resources (for example, for the protracted anears cases such as Liberia,

Somalia, and Sudan), donors have committed to providing the extra

resources necessary. IMF resources that will be considered to finance this

debt relief operation consist of available resources already earmarked to
provide debt relief or provide concessional financing (SDA, PRGE and

PRGF-HIPC resources) for an estimated amount of approximately SDR

4.0 billion as of April 30,2005.Ihe precise modalities of the proposal have

not yet been developed.Ihe G-8 Finance Ministers call upon all sharehold-

ers to support the debt relief proposals which would be put to the 2005
Annual Meetings.
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Member

General Department

Quotas, IMF's holdings of currencies, reselve tranche positions,

and outstanding credit and loans
as atAPril 30,2005

(ln thousands ofSDRS)

Gonoral Resourcos Account

lMFs holdlngs
ol currenclesl

Porcent
Total ol quotr

GRA

Financial statements vil

Schedule I

Cr€dlt ouBtandlng

Quota

Roserve
tranche
posltlon

Amount Percenf SDA3

(A) + (D)(B) +

PRGF

Ilusf,
(cl

Iotals

Afghanistan, lslamic Republic of
Albania
Algeda

Angola

Antigua and Barbuda

ArgenUna

Armenia

Australia

Austria

Azerbai.lan

Bahamas, The

Bahrain, Kingdom of
Bangladesh

Barbados
Belarus

Belgium
Belize

Benin

Bhutan

Bolivia

Bosnia and Hezegovina
Bolswana
Brazil

Brunei Darussalam
Bulgaria

Burkina Faso

Eurundi
Cambodia
Cameroon

Canada

161,900
48,700

7,254,700
286,300

13,500

2,117,700
92,000

3,236,400
1,872,300

160,900

130,300
135,000
533,300

67,500
386,400

4,605,200
18,800
61,900

6,300
171,500

169,100
63,000

3,036,100
2t5,200
640,200

60,200
77,000
87,500

185,700
6,369,200

9,600
55,700
56,000

856,100
6,369,200

774,000
8,900

533,000
84,600

164,100

325,200
365,100
139,600
819,300

1,642,800

15,900
8,200

218,900
302,300
943,700

171,300
32,600
15,900
65,200

133,700

161,916
45,350

1,527,333
286,445

13,499

10,217,996
93,411

2,167,767
1,330,845

193,324

124,041
63,843

533,098
62,377

386,400

3,313,766
74,562
59,720

5,280
274,738

232,054
44,O40

18,392,832
157,120

1,333,730

52,884
76,641
87,500

785,022
4,275,777

9,596
61,117
55,719

596,194
4,510,001

488,202
8,358

533,000
88,044

144,173

324,598
364,943

98,281
582,733

1,149,503

14,800
1 1,165

402,779
418,776
943,722

171,303
32,605
15,900
65,195

126,520

100.0
93.1

721.7
100.1
100.0

95.2
47.3

100.0
92.3

100.0

72.0
77.5
96.5
83.8

159.8

137.2
69.9

605.8
73.0

208.3

1,068,771
541,468

10

6,260
77,203

209
5,185

20

1,297,457
4,239
2,788
1,020
8,875

18,961

3,355
85,082

6

179

58,288
32,896

7,318
360

696
2,094,028

8,101,069
1,406

111,500

62,949

357,773 0.72
65,846 65,846

357,773

8,101,069
132,979

102,093 734,577

148,500 148,500

89,103 200,603

62,949

15,356,228

482.6
101.5
67.0
77.7

120.2

16.25

32,424 0.07

131,573

39,50339,503

o.;
0.13

15,356,228 30.80

87.8
99.5

100.0
99.6
67.1

100.0
109.7
99.5
69.6
70.8

63.1
93.9

100.0
104.1
87.8

99.8
100.0

70.4
71.1
70.0

726,472

u,u1

3,966

1.4;

0.0;

0.01

0.01
0.37
0.27

77,862
33,550
59,064

202,087

7,380
2r,784
63,502

526,767
t2,029

13,357
4,205

726,412

78,778
33,550
59,064

202,081

7,380
26,754
63,502

526,767
15,995

13,357
7,778

183,880
733,627

316

Cape verde
Central African Republic

Chad

Chile

China

Colombia
Comoros

Congo, Democratic Republic of the

Congo, Republic of
Costa Rica

Cote d'lvoire
CroaUa

Cyprus

Czech Republic

Denmark

Djibouti
Dominica
Dominican Republic
Ecuador

Egypt

El Salvador
Equatorial Guinea

Edtrea

Estonia

Ethiopia

5
159
282

2s9,907
1,859,246

285,803
544

536
20,000

607
159

47,326
236,572
493,297

1,100
I
J

17,153

792,170 792,770

93.1
736.2
184.0
138.5
100.0

2,973
183,880
733,627

100.0
100.0
100.0
100.0
94.6

5
b

7,188 775,022tts,022

a6t
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Schedule 1 (conilnued)

Mcmbcl

Gcncral Rosourccs Account

lMPs holdlngs
of curcnclcsl

Pcrccnt
Totrl of quot

Cr.dlt outshnding

Quote

Rcsclvc
tranchc
posltlon

GRA

Amount Pcrccnf SDA3

(A) + (D)(B) +

PRGF

Trusta
(c)

Totals

FrJr

Frnland

France

Gabon

Gambra, The

Georgra

Germany

Ghana

Greece

Grenada

Guatemala
Gurnea

Gurnea-Brssau

Guyana

Hartr

Honduras
Hungary

lceland
lndra

lndonesra

lran, lslamrc Republrc of
lraq
lreland
lsrael

Italy

Lrthuanra

Luxembourg

lvlacedonra FYR

l\,ladagascar

l\4alawr

Malaysra

Maldrves

lvta I r

I\4alta

l\4arshall lslands

Mauntanra
Mauntus
Mexrco

lVlicronesra, Federated States of
l\4oldova

Mongoha

Morocco
Mozambrque

Myanmar
Namrbra

783
68.5
7 7.2

139 5
95.2

15,268
397,676

3,098,181
779

1,485
61,057 0.72

297,100 0 60

22,782

17,350 0.03

4,100 0.01

70,300
1,263,800

10,738,500
154,300
31,100

150,300
13,008,200

369,000
823,000

11,700

270,200
107,100

74,200
90,900
81,900

129,500
1,038,400

117,600
4,158,200
2,079,300

7,497,200
1,188,400

838,400
928,200

7,055,500

273,500
13,312,800

1 70,500
365,700
271,400

5,600
1,633,600
1,381,100

88,800
52,900

126,800
203,000

34,900
71,300

t,723,700

t44,200
279,700

68,900
722,200
69,400

1,486,600
8,200

93,300
102,000

3,s00

64,400
101,600

2,58s,800
5,100

123,200

51,100
588,200
1 13,600
258,400
136,500

55,039
866,151

7,640,478
275,t87

29,618

152,613
9,130,400

369,004
552,428

17,556

2t0,206
107,026
t4,200
90,902
92,063

720,87 4
724,386
99,016

3,209,884
7,949,000

t,497,204
t,3t4,473

578,0s0
629,946

4,785,684

2 73,550
9,399,82s

367,861
365,700
258,685

5,601
1,16 1,100

936,787
88,800
52,900

726,762
184,168
31,341

272,062
728,203

144,185
198,289
91,084

122,714
84,462

1,007,505
70,7 46
84,265
67,7 47
3,500

64,404
78,722

1,970,539
5,100

t70,492

50,977
517,758
113,600
258,402
136,443

101.5
702

100.0
67.1

150 1

100.0
7t.7
67.8

100.0
100.0

100.0
77.0

132 2
100.0
12t.7

100.0
77.5
to.z

100 0
138 4

10
3,87 7,833

_6

270,601

15,600

165,745

7 t,769
9,149

62,392
6,070

728,877

136,387
23,399

77,782
154,058
39,905

87,845

54,708

27,720

27,384

61,057
15,600

168,058

71,769
9,149

62,392
16,300

128,877

136,387
23,399

24,50;
223,67t

39,364
154,058
57,255

4,100
87,845

54,708

15,0L2

27,384

2,373

5,855 0,01

294,799 294,799

5,855

100.0
99.9

100.0
100.0
772 4

100.0
70.6

215.8
100.0
95.3

1 7 1,100
260,365
298,262

2,269,833

3,913,958
88

5
72.722

i
6

18,833
3,563

31
395,505

16
80,82s

_6

27
2,290

22,8i
61s,309

1

5

725
70,443

7

50

93.3
69.8
842
77.2

382.3

8,627
314,016

18,585
948,340
145,500

100.0
110.6
68.9
67.9
67.8

68 10,230 0.02

6,015,196 t2.07

797,440 040

0.40

0.0;

6,015,196

297,100

t97,440

116,078 116,078

Jamarca

Japan

Jordan

Kazakhstan

Kenya

Krnbatt

Korea

Kuwait
Kyrgyz Republtc

Lao People's Democratrc Republlc

Latvra

Lebanon

Lesotho

Lrbena

Lrbya

4
472,507
444,375

5
_6

100.0
90.7
89.8

381.6
64.8

24,500
200,187

67.8
131.0
903
60.5

100.0

479,101
1,554
9,043

40,261
t

47,292 0.09

762

99.8
88.0

100.0
100.0
100.0

724,040 124,040



GGncral Rosourtcs Account

Financial statements I Vll

Schedule 1 (conttnued)

CrGdlt oubtandlng

Quota

lMFb holdlngs
of currunclcsl Rcacrvc

tnnchc
posltlon

Pclccnt
Tot l o, quot

GRA

Amount Pcrccnt2 SDA3

(A) + (B) +

PRGF

Trusta

(c)
Totals
(D)

MGmbct

Nepal

Netherlands
New Zealand

Nrcaragua

Nrger

Nrgena

NoMay
0man
Pakrstan

Palau

Panama

Papua New Gurnea

Paraguay

Peru

Phrlrpprnes

Poland

Portugal

Qatar
Romanra

Russran Federaton

Rwanda

St Ktts and Nevts

St. Lucra

St Vtncent and the Grenadtnes

Samoa

San Manno
Sao Tom6 and Prlncrpe

Saudr Arabra

Senegal

Serbia and Montenegfo

Seychelles

Srerra Leone

Srngapore

Slovak Republrc

Slovenra

Solomon lslands
Somalra

South Afnca

Spatn

Sn Lanka

Sudan

Sunname
Swazrland

Sweden

SwrEerland

Syran Arab Republic
TaJrkrstan

Tanzanra

Thailand
Trmor-Leste

Togo

Tonga

Tnnrdad and Tobago

Tunrsra

Turkey

Turkmenrstan

Uganda

Ukrarne

[Jnrted Arab Emrrates

Unrted Krngdom

100.0
705
69.6

770 2

100 0

t052
108.6

78.5
108 4
134.9

11,860
426

27,475

68.9
67.3
69.2

125.0
100.0

r,028,224 1,133,949

22,500
11,803

53,500
394,347

1,902

725,789 r25,789
575,097

125,030 125,030

772,004

38,390 266,775

375,098

257,671 0.52

96,701

71,300
5,162,400

894,600
130,000
65,800

1,753,200
1,671,700

194,000
1,033,700

3,100

206,600
131,600
99,900

638,400
879,900

1,369,000
867,400
263,800

1,030,200
s,945,400

80,100
8,900

15,300
8,300

11,600

17,000
7,400

6,985,500
161,800
467,700

8,800
103,700
862,500
357,500
237,700

10,400
44,200

1,868,500
3,048,900

413,400

169,700
92,100
50,700

2,395,500
3,458,500

293,600
87,000

198,900
1,081,900

8,200

73,400
6,900

335,600
286,500
964,000

75,200
180,500

1,372,000
61 1,700

10,738,500

7 7,37L
3,7 72,487

629,318
130,010
57,237

7,753,r2r
7,778,514

134,947
1,139,308

3,100

277,252
742,982
78,428

691,933
1,186,821

942,909
584,073
182,604

t,287,882
5,943,542

80,1 13
8,819

15,295
7,800

10,918

12,900
7,403

4,953,091
160,261

7,042,877

8,798
103,685
673,229
357,505
164,923

9,852
140,907

1,867,910
2,194,850

593,948

485,590
85,976
44,747

1,682,566
2,445,808

293,603
87,000

188,903
975,347

8,200

73,069
5,189

238,913
266,297

13,932,753

7s,200
180,506

2,336,779
43s,525

7,299,586

100.0
71 9
70.3

100 0
87.0

947
318.8
100.0

72.0
743 7

100.0
99 1

100.0
94.0
94.1

100.0
100.0
771

100.0
77.2

1,449,918
265,297

8,563

t43
493,193

s9,100
118

7

87,437

426,099
283,342

81,197

1,946

;
7

500
693

4,101
_6

2,032,412
7,543

5
24

249,282

66,784

854,071
47,855

11

6,725
6,562

7 72,934
r,072,623

5
2

9,999
106,562

7

332
7,772

96,693
20,222

772,775

E

J

176,776
3,439,006

ros,725

22,500
1 1,803

53,s00
394,347

228,385

315,870

8,840

74,260

149,995
84,290

87,834
265,703

75,204

74,260

149,995
84,290

87,834
265,703

13,081,525

119,968
964,779

0.27

58,788

\s;

58,788

0.05
0.02

0.11
0.79

0.47

0.63

257,677

75.9
100 0

70.9
99.0

223.0 575,097 115

019
550

595

286.7
93.4
87.7
702
70.7

100.0
100.0
95.0
902

100.0

99.5
75.2
71.2
929

7,445.3 26.24

15,204

13,081,525

119,968

163

100.0
100.0
170.3
772
68.0

964,779 1.94
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Schedule 1 (concluded)

Mcmbcr
Prrccnt

Tot l of quotr

lMFb holdlngs
of cuntnclcsl

Cr.dlt outstrndlng

Quotr

RcscrYc
trrnchc
posltlon

GRA

Amount PcrcanP

(A) +
SDA3

(Bl

PRGF

Itusta
(c)

Totals
(D)+

Unrted States
Uruguay

lJzbekrstan

Vanuatu

Venezuela, Reprblica
Bohvanana de

Vietnam
Yemen, Republrc of
Zambra

Zmbabwe

Total

37,149,300
306,s00
275,600

17,000

26,980,631
1,942,t07

283,913
14,506

10,167,552

31,$; o o; - i33:i33 133:333
36,3s0 540,430 576,780

49,853,664 100.00 45,506 6,588,065 56,575,816

2,659,100 2,337,199

329,100 329,100
243,500 275,321
489,100 489,098
353,400 462,473

273,478,400 273,486,377

72.6
633 6
103.0
85.3

87.9

1,635,600
8,313

3.2;
0.02

1,635,600
8,3135

2,496

100 0
1 13.1
100.0
130.9

32r,902

5
13
18

328

49,848,798

llncludes nonnegotable, non-tnterest-beanng notes that members are entrtled to rssue rn substttutton for currenctes, and outstandtng currency valuatton adlustments
2Represents the percentage of total use of GRA resources (column A),

ariangements.
4For tnformaton purposes only Ihe PRGFTrust provrdes financtng under PRGF arrangements and ts not a part of the General Department
slncludes outstandtngTrust Fund loans to Lrbena (SDR 22.9 mrllron), Somala (SDR 6,5 mrllron), and Sudan (SDR 59.2 mrthon)
6Less than SDR 500.
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General Department
Financial resources and liquidi$ position

in the General Resources Account
as atApril 30,2005, and 2004

(ln thousands of SDRs)

Financial statements I Vl!

Schedule 2

2005 2004

Total rosources
Cunencies....
SDR holdings . .

Gold holdings . .

other assetsl . .

Total resources

Less.' Non-usable resources2 .

of which: credit outstanding

Equars.'Usable resources3 . .

Less,: Undrawn balances under GRA armngements4 . .

Equars; Uncommitted usable resources

Prus: Repurchases one par fonlrard5

Less.' Prudential balance6 .

Egu8rs; 0ne year foMard commitment capacity (FCC)7

Itemonndum ltem
Resources available under borrowing arrangements

Quotas of members that finance IMF transactions

Net uncommitted usable resources8

Liquid liabilitiess
Liquidity ratiolo

2t3,486,377
574,310

5,857,777
879,028

220,797,486

97,828,7tt
49,853,664

t22,962,775

7,926,545

1 15,036,230

13,320,313
34,017,800

94,338,743

34,000,000
170,089,000
99,882,010
49,848,798

200.4%

272,086,t22
506,029

5,851,771
955,814

219,399,736

115,631,796
62,t52,682

103,767,940

19,799,322

83,968,618

6,940,396
32,828,720

58,080,294

34,000,000
164,143,600

75,051,056
62,856,110

779.4%

includin g remuneration payable.

of other members witi relatively weak external positions, and (4) other assets.

used in transfers, (2) SDR holdings, and (3) any unused amounts under credit lines that have been activated.
4Amounts committed under arrangements but not yet disbursed. This includes arrangements considered precautionary.

other facilities.

arrangements.

dential balance.

operations and Uansaclions).

when it represents that it has a need, and the IMF must therefore at all times be in a position to meet such requests.
loThe tiquidity ratio is a measure of the IMF's liquidity position, represented by the ratio of its net uncommitted usable resources to its liquid liabilities.
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Schedule 3

Mombol

General Department
Status of arrangements

as at April 30, 2005

(ln thousands ofSDRS)

Dato of
arrangomont Explratlon

Tot&l amount
agrced

lJndraf,m

belanca

General Resources Account

Stand-By Arrangements
Argentina

Bolivia
Bulgaria

Colombia
Croatia

Dominican Republic
Gabon

Paraguay

Peru

Romania

Tot,I Stand-By Arrangements

Edended A?rangomont6
Serbia and Montenegro
Sri Lanka

Total extended arrangements

Total General Resources Account

September 20, 2003
April 2,2003
August 6,2004
January 15,2003
August 4,2004

January 31, 2005
May 28,2004
December 15,2003
June 9,2004
)uly 7,2004

May 74,2002
April 18,2003

September 19,2006
March 31,2006
September 5,2006
May 2,2005
April 3,2006

May 31,2007
June 30,2005
September 30,2005
August 16,2006
July 6,2006

May 13,2005
April 17,2006

8,981,000
171,500
100,000

1,548,000
97,000

437,800
69,440
50,000

287,279
250,000

11,992,019

4,810,000
60,000

100,000
1,548,000

97,000

385,260
27,776
50,000

287,279
250,000

7,615,315

187,500
123,730

311,230

_l_,s26845

650,000
144,400

794,400

1218611s

166



Dclolttc & Touchc LIP
Surte 500
555 12th Street, NW

Washrngon, DC 20004-1207
USA

Tel: +t2O2 879 5600
Fax: +12O2 879 5309
www.delo(te.com

lndependent Audltors' Report

To thc Boad of GoYGrnors

of thc lntcrnauona! Monctary Fund

Washlng;ton, DC

We have audrted the accompanyrng balance sheet of the SDR Department of the lnternatronal Monetary Fund (the "Department") as of Apnl 30, 2005, and

therelatedstatementsof incomeandcashflowsfortheyearthenended. Thesefinancial statementsaretheresponstbilityof theDepartment'smanagement.

0ur responsibilrty is to express an opinion on these financral statements based on our audit. TIe Department's financial statements as of and for the year

ended April 30, 2004, were audited by other auditors, whose report dated June 7,2004, expressed an unqualfied opinton on those statements.

We conducted our audtt rn accordance wrth lnternational Standards on Auditing and auditing standards Senerally accepted in the United States ofAmenca.

Those standards requtre that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mis-

statement. Anaudltincludesconsideratonof internal control overfrnancial reportrngasabasrsfordesigningauditproceduresthatareappropriateinthe

circumstances,butnotforthepurposeof expressrnganopinronontheeffectrvenessoftheDepartment'slnternal control overflnancial reporting. Accord-

ingly, we express no such opinron. An audit also rncludes examtning, on a test basis, evrdence supportlng the amounts and dtsclosures in the flnancial state-

ments, assesstng the accounttng principles used and stgntficant estmates made by management, as well as evaluating the overall financial statement

presentaton. We belreve that our audtt provides a reasonable basis for our opinion.

ln our opinion, such 2005 financral statements present fatrly, in all material respects, the financral position of the SDR Department of the lnternational Mone-

tary Fund at Apnl 30, 2005, and the results of rts operatons and its cash flows for the year then ended in conformity with lnternational Flnancial Reportlng

Standards.

Ouraudttwasconductedforthepurposeof formtnganoptniononthebasic2005financial statementstakenasawhole. Thesupplemental schedulesllsted

on pages 172 lo 17 7 are presented for the purpose of additional analysts and are not a required part of the basic financtal statements. These schedules a re

theresponstbilityoftheDepartment'smanagement, Such2005scheduleshavebeensubjectedtotheauditingproceduresapplledinouraudltofthebasic

financral statements and, in our opinion, are farrly stated in all material respects when considered tn relation to the basic financtal statements taken as a

whole. The 2004 schedules were subJected to audtting procedures by other auditors, whose report dated June 7,2004, referred to above, stated that such

informaton is fatrly stated tn all material respects when considered tn relation to the basic 2004 financial statements taken as a whole.

Deloitte.

Dzl* .-lr,r.-2. /JP

Financial statements I Vll

Member of

Delortte Touche Tohmatsu

June 14,2005
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SDR Department
lncome statements

for the years ended April 30, 2005, and 2004

(ln thousands of SDRs)

Financial statements I VII

2005 201t 0

Revenue
Net charges fmm participants with holdings below allocations
Assessment on SDR allocauons

Expon8os
lnterest on SDR holdings

Net interest to participants with holdings above allocations

General Resources Account .

Prescribed holdes ..

Administrative expenses

Net income

773,782
1,500

175,282

149,673
16,322
7,787

773,782
1,500

t75,282

131,593
1,400

132,993

106,570
16,630
8,393

131,593
1,400

132,993

Ihe accompanying notes are an integral part of these financial statements.

SDR Department
Statements of cash flows

for the yearc ended Apri! 30, 2005, and 2004

(ln thousands ofSDRs)

2005 2004

Gash lloffi ftom opora0ng.cdvltos
Receipts of SDRs

Transfers among participants and prescdbed holders .

Transfers fom participants to the General Resources Account .

Transfec fmm the General ResourcesAccountto participanb and prescdbed holdes

Total receipbof sDRs .....

Uses of SDRs

Transfes among participanB and prescribed holde6 .

Transfe6 from participants to the General Resources Account . .

Transfers ftom the General Resources Account to participanb and presclibed holders

Charges paid in the SDR Department

other ...
Total uses of SDRs

4,499,083
3,100,437
3,032,157

10,631,677:
4,356,089
3,085,510
3,032,157

210,747
(52,820)

_1!f1t9z

2,409,745
5,472,307
5,928,914

13419!99

2,293,009
5,454,029
5,928,914

131,931
3,077

_1!41qf99

Ihe accompanying notes are an integml part of these financial statements.
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SDR Department
Notes to the financial statements

as atApril 30,2005, and 2004

1. Nature of operations

The Special Drawing Right (SDR) is an international interest-bearing reserve

asset created by the IMF following the First Amendment of the Afticles of

Agreement in 1969. All transactions and operations involving SDRs are con-

ducted through the SDR Department.The SDR may be allocated bythe IME

as a supplement to existing reserve assets, to members participating in the

SDR Department. lts value as a reserve asset derives, essentially, from the

commitments of participants to hold and accept SDRs and to honor various

obligations connected with its proper functioning as a reserve asset.

The resources ofthe SDR Department are held separately from the assets of

all the other accounts of, or administered by, the lMEIhey may not be used

to meet the liability, obligations, or losses of the Fund incurred in the opera-

tions of the General Department or other accounts, except that the SDR

Department reimburses the General Department for expenses incurred in

conducting the business of the SDR Department.

At April 30, 2005, all members of the ll\ilF were participants in the SDR

Department. SDRs have been allocated by the IMF to members that are par-

ticipants in the SDR Department at the time of the allocation in proportion to

their quotas in the IME Six allocations have been made (in 1970,1971,
1972, 1979, 1980, and 1981) for a total of SDR 21.4 billion. A proposed

amendment of the IMF'S Articles of Agreement was approved by the Board of

Governors in January 1998 to allow for a special one-time allocation of SDRs

equalto SDR 21.4 billion.The amendment will enter into force as of the date

the IMF certifies by formal communication to all members that three-fifths of

the members, having 85 percent of the total voting power, have accepted it.

Upon termination of participation or liquidation of the SDR Department, the

IMF will provide to holders the cunencies received from the participants in

settlement of their obligations. The IMF is empowered to prescribe certain

ofiicial entities as holders of SDRs; at April 30, 2005, 14 institutions were

prescribed as holders (15 institutions atApril 30,2004). Prescribed holders

do not receive allocations.

The SDR is also used by a number of international and regional organizations

as a unit of account or as the basis for their units of account. Several interna-

tional conventions also use the SDR as a unit of account, notably those

expressing liability limits for the international transport of goods and services.

Uses of SDRs

Participants and prescribed holdeE can use and receive SDRs in transac-

tions and operations by agreement among themselves. Participants can also

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 to provide freely usable currency in exchange for

SDRS, that a participant can use its SDRS to obtain an equivalent amount of

currency if it has a need because of its balance of payments, its reserve

position, or developments in its reserves.

General allocations and cancellations of SDRs

The IMF has the authority to provide unconditional liquidity through general

allocations of SDRs to participants in the SDR Department in proportion to

their quotas in the IME Ihe IMF cannot allocate SDRs to itself or to other

holders it prescribes. The Articles also provide for the cancellation of SDRs,

although to date there have been no cancellations. ln its decisions on gen-

eral allocations of SDRS, the IME as prescribed under its Articles, has sought

to meet the long-term global need to supplement existing reserve assets in

such a manner as will promote the attainment of the IMF'S purposes and

avoid economic stagnation and deflation, as well as excess demand and

inflation.

2. Summary of sitnificant accountin{ policies

Basis of accounting

The Unanclal statements of the SDR Department are prepared in accordance

with lnternational Financial Reporting Standards (IFRS). Specific accounting

principles and disclosure practices are explained further below.

The preparation of financial statements in conformity with IFRS requires

management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and lia-

bilities at the date of the financial statements and the reported amounts of

revenue and expenses during the reporting period. Actual results could differ

from those estimates.

Unit of account

The financial statements are expressed in terms of SDRs. The value of the

SDR is determined by the IMF each day by summing the values in U.S. dol-

lars, based on market exchange rates, of the currencies in the SDR valua-

tion basket.The IMF reviews the SDR valuation basket every five years.The

latest review was completed in 0ctober 2000 and the new composition of

the SDR valuation basket became effective on January 1,2001.The curren-

cies in the basket as ofApril 30,2005, and 2004 and their amounts were

as follows:

Cursncy Amount

Euro

Japanese yen

Pound sterling

U.S. dollar

0.4260
21.0000

0.0984
0.5770

As ofApril 30,2005, one SDR was equal to 1.51678 U.S. dollars (one SDR

was equal to 1.45183 U.S. dollars as ofApril 30,2004).

Allocations and holdings

At April 30, 2005, and 2004, IMF net cumulative allocations to participants

totaled SDR 21.4 billion. Participants with holdings in excess of their alloca-

tions have established a net claim on the SDR Department, which is repre-

sented on the balance sheet as a liability. Participants with holdings below

their allocations have used part of their allocations, which results in a net

obligation t0 the SDR Department and is presented as an asset of the SDR

Department. Participants'net SDR positions as ofApril 30,2005, and 2004
were as follows:
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Iotal

2005 2fit4

Below Above Below Abovo

allocatlons allocatlons Total allocatlons allocatlons

(in millions of SDRS)

9,299.8 21,433.3 11,838.8 9,594,5

16,617.9 20,633.6 3,865.8 16,767.8

9,9191) _199j ff73! qln!)

Financial statements I Vll

Administrative expenses

The expenses of conducting the business of the SDR Department are paid by

the IMF from the General Resources Account, which is reimbursed in SDRs by

the SDR Department at the end of each financial year. For this purpose, the

SDR Department levies an assessment on all participants in proportion to

their net cumulative allocations.

Overdue obligations

An allowance for losses resulting from overdue SDR obligations would be cre-

ated if and when the IMF were to expect a loss to be incurred; no losses

have been incurred to date.

Comparatives

When necessary, comparative figures have been reclassified to conform with

changes in the presentation of the current year.

3.)verdue assessments and charges

At April 30, 2005, assessments and charges amounting to SDR 36.0 million

were overdue to the SDR Department (SDR 88.9 million atApril 30, 2004).

At April 30, 2005, three members (as of April 30, 2004, four members) were

six months or more overdue in meeting their financial obligations to the SDR

Department.

Assessments and charges due from members that are six months or more

overdue to the SDR Department were as follows as ofApril 30:

200s 2004

Cumulative allocatJons

Holdings ol SDRs

by participants

Net SDR positions

21,433.3 12,133.5

20,624.4 4,006.5

808.9 8,127.0

A summary of SDR holdings is provided below:

Participants

General Resources Account

Prescribed holders

200s 2004

(ln millions of SDRS)

20,624.4
574.3
270.4

20,633.6
506.0
382.3

27,527.9
88.6

27,433.3

Lessi overdue charges receivable

Total holdings

21,469.1
35.8

27,433.3:

lnterest and charges

lnterest is paid on holdings of SDRs. Charges are levied on each participant's

net cumulative allocations plus any allocations in excess of its holdings and

unpaid charges. lntereston SDR holdings is paid quarterly. Charges on net

cumulative allocations are also collected quarterly. lnterest and charges are

levied at the same rate and are settled by crediting and debiting individual

holdings accounts on the first day of the subsequent quarter. The SDR

Department ls required to pay interest to each holder, whether or not suffi-

cient SDRs are received to meet the payment of interest. lf sufficient SDRs

are not received because charges are overdue, additional SDRS are tem-

porarily created.

The rate of interest on the SDR is determined by reference to a combined

market interest rate, which is a weighted average of yields or rates on short-

term instruments in the capital markets of the euro area, Japan, the United

Kingdom, and the United States.The combined market interest rate used to

determine the SDR interest rate is calculated each Friday, using the yields

or rates of that day. The SDR interest rate, which is set equal to the com-

bined market interest rate, enters into effect on a Monday and applies

through the following Sunday.The average SDR interest rate was 2.08 per-

cent for the year ended April 30, 2005 (1.58 percent for the year ended

April 30,2004).

The amount and duration of anears as ofApril 30, 2005 were as follows:

Longost overduo
Totel obllgltlon

Total

0verdue for six months or more

overdue for three years or more

Liberia

Somalia

Sudan

Total

(ln mil/lons of SDRS)

36.0 88.9
35.2 87.4

32.t 75.9

25.1

10.8

0.1

36.0

(ln millions of SDRS)

Apr-86
Feb-91

Apr-91
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Schedule 1

SDR Department
Statements of changes in SDR holdings

for the yearc ended April 30, 2005, and 2004

(ln thousands ofSDRS)

Gonoral
Romurcos

Partlclpants Account
Proscdbod

holdors 2005 2004

Tot l

Total holdings, beginning of the year

Rocolpts of SDR3
Transfers among participants and prescribed holders

Transactions by agreement
0perations

Loans .. .

Seftlement of financial obligations
lM F-related operations

SAF/PRGF loans
SAF repayments and interest
PRGF conuibutions and payments

PRGF repayments and interest
PRGF-HIPC contributions
Postconfl ict subsidy payments

Net interest on SDRs . . .

Transfers from participants to the General Resources Account
Repurchases

Cha8es .

Quota payment

Assessment on SDR allocation (Note 2) .

lnterest on SDRS . . .

Transfe6 fmm the General Resources Account to participanb and prescribed holdels
Purchases

ln exchange for currencies of other participants .

Remuneration
other
Refunds and adjustrnents

Total receipts

20,633,633 506,029 382,254 27,527,916 21,518,839

3,077,287 22,373 3,039,600 1,139,971

66,727

238,394

85,686 152,413
15,675

272,442

111,086
95,888

938
416

135,083

501,091
7,577,043

950,317

2,639
227,820
488,884

4,011

238,394
2,639

332,906
584,772

4,949
416

142,994

739,803
2,344,06t

1,646
74,927

501,091
1,577,043

950,317

3,706

10,631,677

296,530
6,453

284,016
332,338

5,090
494

1 16,7367,911

3,706

6,697,976

739,803
2,344,067

1,646
14,927

3,100,437: 833,264

2,981,392
2,455,568

15,675
1,394

78,272

3,500,261
1,398,238

946,840

83,575

_E4q899
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SDR Department
Statements of changes in SDR holdings

for the years ended April 30, 2005, and 2004

(ln thousands of SDRs.)

Goneral
Rorourcos

Partlclpants Account

Financial statements I Vll

Schedule 1 (concluded)

IotalPreEcdbod
holders 2005 2004

Uses of SDRS

Transfers among participants and presctibed holders
Transactions by a greement

0perations
Loans . . .

Settlement of fi nancial obligations
IMF-related operations

SAF/PRGF Loans

SAF repaymenB and interest

PRGF contributions and payments

PRGF repayments and interest

PRGF-Hl PC contributions
Postconflict subsidy payment .

Transfers from participants to the General Resources Account

Repurchases

Charges .

Quota payment

Assessment on SDR allocation (Note 2) .

Transfers from the General Resources Account to participants and prescribed holders

Purchases

ln exchange for currencies of other participanB .

Remuneration

other
Refunds and adjustments

Charges paid in the SDR department
Net charges due

Iotal uses

Charges not paid when due
Settlement of unpaid charges

Total holdings, end of the year . ,

2,620,477

85,686

2,639
209,293
488,884

4,011

739,803
2,344,067

1,646

4t9,723 3,039,600 1,139,971

66,727

238,394

152,413
15,675

2t2,442

123,613
95,888

938
416

238,394
2,639

332,906
584,772

4,949
416

739,803
2,344,067

1,646

501,091
1,577,O43

950,317

10,631,677
2,805

(55,62s)

t1499!9I

296,530
6,453

312,939
303,415

5,090
494

2,981,392
2,455,568

15,675
1,394

3,500,261
1,398,238

946,840

135,008

13,810,960
3,240
(163)

27,521p16

501,091
1,577,043

950,317

3,706 3,706 83,575

t57,92r

6,654,421 3,032,157 945,099
2,805

20,624,368 574,310 270,419

Ihe ending balances contain rounding differences.

!73



TMFANNUALREPoRT | 2OO5

Schedule 2

Partlclpant

SDR Department
Allocations and holdings of participants

as at Apri! 30, 2005

(ln thousands ofSDRS)

Holdlngs

t{et
cumulatlve
allocatlons Total

Percent of
cumulatlvo
allocatlons

(+) Abovo
(-) Belou

allocatlon3

Afghanistan, lslamic Republic of 26,703

128,640

318,370

470,545
179,045

10,230
6,200

47,720
8,039

485,246

9,409

26,703

20,487
4,359

358,670

9,409
13,697
75,417
24,463

779,290

620
9,325
9,409

727,924
236,800

114,277
716

86,309
9,719

23,726

37,828
44,205
19,438

178,864

7,178
592

31,s85
32,929

735,924

24,985
5,872

63
276

27.790

0.7

24.8

572.8

27.3
56.2

40.5

0.7

104.1

4.2
796.0
59.9

15.6

(288,666)
1,667

(9,346)
276

1,087

( 19,629)
30,338

(t43,877l.
9,125
6,286

(9,3271
(13,546)
(15,037)
(24,2621

(175,2451

(601)
(s,2251
(6,643)

(87,244\
586.710

2,648
(711)

(83,227)
(7,784)

(23,611)

(37,463)
(43,920)
( 16,808)

4,666
(150,914)

(816)
(534)

(25,622\
(26,4521
(73,77 4l

(5)

15,372)

54
( 10,707)

777
68,685
31,860

747
b

7,632,446
567

128,460
100,563

9,430

(26,526)
68,685

(96,780)
t47

6

1,314,076
567

(342,085)
(78,4821

9,430

(10,162)
(5,648)

(46,579)
(7,987)

11

Albania
Algeria

Angola

Antigua and Barbuda

Argentina

Armenia
Australia
Austria

AzerbaUan

Bahamas, The

Bahrain

Bangladesh
Barbados
Belarus

68
552
547

52
11

0.7
8,9
1.1

0.7

Belgium
Belize

Benin
Bhutan
Bolivia

196,580
1,667

Bosnia and Hezegovina 852
34,697

274,793
9,725
6,286

82
151
380
207

604,045

19
100

2,766
34,680

823,510

116,919
5

3,082
1,935

115

365
285

2,630
4,666

27,950

362
58

1,963
6,437

62,150

24,980
440

54
453

2.5
0.8

77.5

3.1
1.1

29.4
28.4

347.8

702.3
0.7
3.6

19.9
0.5

Botswana

Brazil

Brunei Darussalam
Bulgaria

Burkina Faso

Burundi
Cambodia
Cameroon

Canada

Cape Verde

Central African Republic
Chad

Chile
China

0.9
1.1

1.0
0.6

13.5

Colombia
Comoros

Congo, Democratic Republic of the
Congo, Republic of
Costa Rica

COte d'lvoire
Croatia

Clprus
Czech Republic
Denmark

Djibouti
Dominica
Dominican Republic
Ecuador
Egvpt

El Salvador
Equatorial Guinea

Eritrea

Estonia

Ethiopia

30.8
9.8
6.2

19.5
45.7

100.0
7.6

774
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SDR Department
Allocations and holdings of participants

as atApril 30,2005
(ln thousands ofSDRS)

Financial statements I Vll

Schedule 2 (continued)

Holdlngs

Paftlclpant

Not
Gumulatlve
allocetlons Total

Porcont of
cumulatlve
allocatlons

(+) Aboye
(-) Below

allocatlons

Flji

Finland
Fmnce

Gabon

Gambia,The

Georgia

Germany

Ghana

Greece

Grenada

Guatemala

Guinea

Guinea-Bissau

Guyana

Haiti

Honduras
Hungary

lceland
lndia
lndonesia

lran, lslamic Republic of

lraq
lreland
lsrael

ttaly

Jamaica

Japan

Jordan

f\azakhstan
Kenya

Kidbati

Korea

Kuwait
Kyrgrz Republic
Lao People's Democratic Republic

Latvia

Lebanon

Lesotho

Liberia

Libya

Lithuania
Luxembourg

l\,lacedonia, former Yugoslav Republic of
Madagascar
Malawi

Malaysia

Maldives
Mali
Malta
Marshall lslands

Mauritania
l\4auritius

Mexico

l\,licronesia, Federated States of
Moldova

16,955
8,379

79,270
10,975

139,048
282

15,912
71,288

479,770

68
70,244
2,859

729
420

60.4
34.1

0.7
3.8

93.9
110.3

2.7
275.2

6,958
142,690

1,079,870
14,091
5,t27

1,270,760
62,983

103,544
930

27,678
77,604
t,272

14,530
13,697

19,057

5,403
93,347

576,969
273
t12

1,010
1,329,313

10,655
18,175

15

ton,
16.9
17.6

1.6

(1,555)
(49,343)

(502,901)
(13,818)

(5,009)

1,010
118,553
(52,s28)
(85,369)

(e15)

(22,666)
(17,495)

(778)
(5,932)

( 11,923)

(18,946)
39,355

(16,354)
(678,196)
( 177,391)

29,998
227,349
(28,808)
(95,678)

(s87,396)

(40,347)
913,570
(14,119)

793
(34,0s5)

r0
(49,498)
93,204
16,022

492

97
16,981
(3,345)

(21,007)
420,999

68
(6,71 1)

(5,520)
( 19,141)
( 10,555)

(8,538)
29

(15,58s)
79,775

5,012
109
434

8,598
7,774

77 .7

65.4
53.4

1.9
2.2

18.1
0.6

35.8
59.2
13.0

16,409
681,170
238,956

244,056
68,464
87,263

106,360
702,400

40,613
891,690

16,887

tll
39,355

55
2,97 4

61,565

274,054
295,813

58,455
10,682

115,004

266
1,805,260

2,768
793

2,935

10
23,413

1 19,948
16,022
9,901

97
2t,374

394

36,990

72,9tr
26,744

9,409

4,393
3,739

2t,007
58,777

9,719
r5,7 44

290,020

0.6

0.3
0.4

25.8

1t2.3
432.7
67.0
10.0
16.4

o.7
202.5

16.4

7.9

32.7
448.5

105.2

486.5
10.5

816.3

130,510
311
327

31,063

(9,605)
1,880

77,794
7,224

434

7t4
77,624

301,814
7,224

434

7.2
111.9
104.1
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Schedule 2 (continued)

Partlclpant

SDR Department
Allocations and holdings of participants

as atApril 30,2005

(,n thousands ofSDRs)

Holdlngg

l{ot
cumulathe
allocauons Iotal

Polcant ol
cumulrtlYo
allocatlons

(+)AboE
(-) Belor

allocrtlont

Mongolia
Morocco
Mozambique
Myanmar
Namibia

85,689

43,474

8,105
530,340
747,322

19,483
9,409

157,155
167,770

6,262
169,989

27
67,750

54
337

18

6,278
501,592
22,644

213
606

1,084
200,r96

9,314
156,230

401
352

86,530
2,193
3,992

47,570
67,671
23,940
3,148
7,497

79,027
1

1,508
5

2,434

580
10

346,658
444

13,609

4
24,101

791,262
883

7,438

4

222,820
219,070

2,459

318
1,180
2,474

116,331
12,728

36,576
10,007

219
550

27
(17,939)

54
(43,137)

18

26,322
9,300

13,697
91,319

1 16,595

79.7

100.0

76.7
94.6
16.0

1.1
6.4

0.7
119.3
148.7
91.9

0.6
75.2
38.5
47.2

(1,887)
(28,7481

(1 18,678)
(19,270)

(8,803)

(156,071)
32,426
3,052

(13,759)

(25,921)
(8,948)
72,833

(89,126)
(1 12,603)

47,570
14,351
1 1,1 18

(72,802)
7,497

s,330
1

766
(349)

7,292

580
(610)

151,131
(24,018)
(43,0s6)

(402)
6,646

774,787
883

(17,993)

(650)
(13,697)

2,460
(79,735)
(68,409)

(51,874)
(6,570)
(3,958)

(130,194)
12,728

t2
10,007

(31,1s3)
(84,1021

0.8

Nepal
Netherlands
New Zealand
Nicaragua
NiSr

Nigeria

NoMay
0man
Pakistan

Palau

Panama

Papua New Guinea

Paraguay

Peru

Philippines

Poland

Portugal

Qatar
Romania

Russian Federation

1.5
3.8

631.7
2.4
3.4

Rwanda

st. KitB and Nevis

St. Lucia

St. Vincent and the Grenadines
Samoa

San Marino
56oTom6 and Principe

Saudi Arabia
Senegal

Serbia and Montenegro

Seychelles
Siena Leone

Singapore
Slo\ak Republic
Slo\renia

Solomon lslands
Somalia
South Africa
Spain
Sri Lanka

Sudan
Suriname
Swaziland
Sweden

SwiEerland

Syrian Anb Republic
Tajikistan

Tanzania

Ihailand
TimorLeste

13,697

742
354

7,742

53,320
12,822
75,950

620
795,527
24,462
56,665

406
17,455
76,475

52,192
7,750
6,432

246,525

36,564

31,372
84,652

126;
186.7

o.:

138.9

203.4
1.5

273.1

29.2

0.6

101.1
73.3
3.5

1.6
777.3

1.8
24.0

0.9
138.1

1,160.9

25,43t

654
13,697

220,360
298,80s

70,868

776

0.7
0.6



SDR Department
Allocations and holdings of participants

as atApril 30,2005
(ln thousands of SDRs)

Financial statements I Vll

Schedule 2 (concluded)

Holdlngs

Partlclprnt

l{et
cumulathe
allocrtlons Total

Porcont of
cumulatlvo
rllocatlons

(+) Above
(-) Bolow

allocatlons

Togo

Tonga

Trinidad and Tobago

Tunisia

Tudcy

Tudmenistan
Uganda

Ukraine

United Arab Emirates
United Kingdom

United States
Uruguay

Uzbekistan

Vanuatu

Venezuela

Vietnam
Yemen, Republic of
Zambia
Zimbabwe

Above allocations
Below allocafons

Total participanb
General Resources Account
Prescribed holders

overdue charges

99
252

1,995
5,662

167,300

4.3
16.5

149.0

10,975

46,237
34,243

112,307

29,396

38,737
1,913,070

4,899,530
49,977

316,890

47,658
28,743
68,298
10,200

9,299,794
12,133,536

21,433,330

35,767

_?1499{91

0.9

178.7
33.0:

(10,876)
252

(44,2361
(28,581)
54,993

2,972
8,683
4,345

201,656

7,654,235
19,377

109
944

4,988

455
20,504
19,219

64

,0,

11.2

10.5

156.2
38.8

,i
1.0

71.3
28.7
0.6

(26,424)
8,683

(34,392)
(t,7tL,4t4l

2,754,705
(30,600)

109
944

(311,902)

(47,203\
(8,239)

(49,079)
(10,136)

7,318,070

18,127,O32)

16,617,864
4,006,504

20,624,368
574,310
270,479

2lE,0e!
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DclolttC & Touchc LLP

surte 500
555 12th Street, NW

Washrngton, DC 20004-1207
USA

Iel: +1202 879 5600
Fax +7202 879 5309
www delortte com

Independent Audltors' Report

Io the Board of Governors

of the lntcrnatlonal Monetary Fund

Washlngton, DC

We have audrted the accompanying combined balance sheet of the Poverty Reduction and Growth Facil(y Trust (the "Company") as of Apnl 30, 2005, and

the related combined statements of income, changes rn resou rces, and cash flows for the year then ended. These combrned fina ncial statements are the

responsibrlrtyoftheCompany'smanagement.ourresponsibrlrtyrstoexpressanoprnrononthesecombinedfinancial statementsbasedonouraudit. Ihe

Company's combined financral statements as of and for the year ended Apnl 30, 2004, were audrted by other auditors, whose report dated June 7,2004,
expressed an unqualified opinion on those statements.

We conducted our audit in accordance with lnternatronal Standards on Auditing and auditing standards generally accepted rn the United States ofAmenca.

Those standards require that we plan and perform the audrt to obtain reasonable assurance about whether the financral statements are free of matenal mrs-

statement. An audit rncludes consrderatron of internal control over financral reporting as a basrs for designing audrt procedures that are appropnate in the

circumstances,butnotforthepurposeof expressrnganoprnronontheeffectrvenessof theCompany'srnternal control overfinancial reporting. Accordrngly,

weexpressnosuchopinron. Anauditalsoincludesexamrnrng,onatestbasis,evidencesupportingtheamountsanddrsclosuresrnthefrnancral statements,

assessrng the accounting principles used and srgnrficant estimates made by management, as well as evaluating the overall financral statement presentation.

We beleve that our audit provrdes a reasonable basrs for our oprnron.

ln our opinion, such 2005 financial statements present farrly, in all material respects, the combined financral posrtron of the Poverty Reduction and Growth

FaciltyTrust at Apnl 30, 2005, and the combrned results of rts operatons and its cash flows for the year then ended in conformity with lnternational Frnan-

cial Reporting Standards.

0ur audrt was conducted for the purpose of formrng an oprnron on the basrc 2005 combrned financral statements taken as a whole. The supplemental

schedules listed on pages 186 to 189 are presented for the purpose of addrtional analysis and are not a requrred part of the basic combrned financral state-

ments. These schedules are the responsrbrlity of Company management. Such 2005 schedules have been subJected to the audrtng procedures apphed in

our audrt of the basrc combrned frnancral statements and, rn our oprnron, are farrly stated rn all material respects when considered in relation to the basic

combined financial statements taken as a whole. The 2004 schedules were subjected to auditing procedures by other audrtors, whose report dated June 7,

2004, refened to above, stated that such rnformaton is fairly stated rn all material respects when considered rn relatron to the basrc 2004 combrned finan-

cial statements taken as a whole.

Deloitte.

Dzlu .-l"n.l*zzP
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June 14,2005

Member of
Delottte Touche Tohmatsu
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Poverty Reduction and Grorvth Facili$ Trust
Gombined balance sheets

as at April 30, 2005, and 2004

(ln thousands ofSDRS)

Financial statements I VII

2005 2004

Assets
Cash and cash equivalents
lnvestmenb(Note4) ...,
Loans receivable (Note 5) ,

lnterestreceivable .,...
Total assets

Llablllues and resources
Borowings(Note6) ........
lnterest payable

other liabilities

Total liabilities

Resources

Total liabilities and resources

1,945,902
3,900,371
6,588,065

25,669

_13d6040?

2,727,670
3,035,128
6,699,728

20,915

12,477,441

7,512,656
34,518
4,483

7,551,657

4,925,784

_v,4rll4t

7,411,651
47,477
6,399

7,465,527

4,994,480

r2,460,007

Ihe accompanying notes are an integral part of these financial statements.

/s/ Michael G. Kuhn

D i rector, F i n ance De p a rtm ent
/s/ Rodrigo de Rato

Managing Director

Pover$ Reduction and Growth Facili$Trust
Combined statements of income and changes in resources

for the years ended April 30, 2005, and 2004

(ln thousands of SDRS)

2005 2004

Balance, beginning of the year

lnvest nent income (Note 7) .

lnterest on loans . . .

lntercst expense

other expenses

0perational income/(loss)

contributions (Note 8) .

Transfers from the Special DisbursementAccount (Note 10) . . . . .

Transfers through the Special Disbursement Account to the PRGF-HIPC Trust (Note 10)

Net income/changes in resources

Balance, end of the year

98,373
32,961

(126,9121
(2,986)

1,436
26,668
40,592

4,925,784

68,696

_1f914!9

75,377
33,587

(106,300)
(3,286)

(622].
34,326
51,530

(57,700)

27,534

4,898,250

4,925,784

The accompanying notes are an integral part of these financial statements.
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Poverty Reduction and Growth FacilityTrust
Combined statements of cash flows

for the years ended April 30, 2005, and 2004

(ln thousands of SDRS)

2005 2004

Cash florvs fiom oporatlng actMtles
Net income
Adjustments to reconcile net income to cash generdted by operations

Changes in interest receivable

Changes in interest payable and otier liabilities
Cash from credit to members:

Loan disbursemenb
Loan repayments

Net cash provided byl(used in) operating acuviues

Cash llows hom llwsstmont actMtlos
Net (disposal)/acquisition of investments . . . . .

Netcash (used in)/provided by investmentactvities . . . . . . . . . .

Cash flows fiom ffnanclng actMtleg
Borrowings

Repaymentof borowings ....
Netcash (used in)/provided byfinancingactiviues ...........

Cash and cash equivalents, beginning of year

Cash and cash oqulvalonts, ond ofyoa?

68,696

(4,754)
14,875

(770,672)
882,335

190,480

(86s,243)

(E8s,243)

769,614
(870,619)

(101,00s)

2,727,670

27.534

(1,936)
(3,262)

(865,215)
832,783

(10,096)

169,924

189,924

864,978
(784,176)

80,802

2,487,040

1,945,902 2,721,810

The accompanying notes are an integral part of these financial statements.
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Financial statements I Vll

1. Nature of operations

Ihe Poverty Reduction and Growth FacilityTrust (PRGFTrust or theTrust), for

which the IMF isTrustee, was established in December 1987 and was

extended and enlarged in February 1994 to provide loans on concessional

terms to qualifying low-income developing country members.The resources

of the Trust are held separately from the assets of all other accounts of, or

administered by, the IMF and may not be used to discharge liabilities or to

meet losses incurred in the administration of other accounts.

The operations of the Trust are conducted through a Loan Account, a Reserve

Account, and a Subsidy Account. Combining balance sheets and statements

of income and changes in resources for each of these accounts are provided

in Note 13 to these financial statements.

Loan Account

The resources of the Loan Account consist of the proceeds from bonowings,

repayments of principal, and interest payments on loans extended by the Trust.

Reserve Account

The resources of the Reserve Account consist of amounts transferred by the

IMF from the Special Disbursement Account and net earnings from invest-

ment of resources held in the Reserve Account and in the Loan Account.

The resources held in the Reserve Account are to be used by the Trustee, in

the event that borrowers' principal repayments and interest payments,

together with the authorized interest subsidy, are insufficient to repay loan

principal and interest on borrowings of the Loan Account. Ihe Trustee reviews

the adequacy of the Reserve Account semiannually to determine whether

sufficient resources are available to meet all obligations to the lenders to the

Loan Account.

Subsidy Account

The resources held in the Subsidy Account consist of contributions to the Trust,

including transfers of net earnings from the PRGF Administered Accounts, SDR

400 million transferred by the IMF from the Special Disbursement Account, net

earnings on loans made to the Trust for the Subsidy Account, and the net

earnings from investment of Subsidy Account resources.

The resources available in the Subsidy Account are drawn by the Trustee to

pay the difference, with respect to each interest period, between the interest

due from the borrowers under the Trust and the interest due on Loan Account

bonowings.To the extent that resources in the Subsidy Account are insuffi-

cient for subsidy operations, the Trustee will transfer to the Subsidy Account

resources in the PRGF-HIPC Trust Account not earmarked for assistance

under PRGF-HIPC operations.

2. Summary of si{nificant accounting pollcles

Basis of accounting

The financial statements of the PRGFTrust are prepared in accordance with

lnternational Financial Reporting Standards (IFRS). Specific accounting prin-

ciples and disclosure practices are explained further below.

Pover$ Reduction and Growth FacilityTrust
Notes to the combined financial statements

as atApril 30,2005, and 2004

Euro

Japanese yen

Pound sterling

U.S. dollar

The preparation of financial statements in conformity with IFRS requires

management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and lia-

bilities at the date of the financial statements and the reported amounts of

revenue and expenses during the reporting period. Actual results could differ

from those estimates.

Unit of account

The flnancial statements are expressed in terms of SDRs. Ilre value of the

SDR is determined by the IMF each day by summing the values in U.S. dollars,

based on market exchange rates, ofthe cunencies in the SDR valuation bas-

ket.The IMF reviews the SDR valuation basket every five years.The latest

review was completed in october 2000, and the new composition of the SDR

valuation basket became effective on January 1,2001.T}e cunencies in the

basket as ofApril 30,2005, and 2004 and their amounts were as follows:

Currency Amount

0.4260
2 1.0000

0.0984
0.5770

As ofApril 30,2005, one SDR was equal to 1.51678 U.S. dollars (one SDR

was equal to 1.45183 U.S. dollars as ofApril 30,2004).

Foreign currency translation

Foreign cunency transactions are recorded at the rate of exchange on the

date of the transaction. At the balance sheet date, monetary assets and lia-

bilities denominated in foreign cunencies are reported using the closing

exchange rates. Exchange differences arising from the settlement of transac-

tions at rates different from those at the originating date of the transaction

and unrealized foreign exchange differences on unsettled foreign currency

monetary assets and liabilities are included in the determination of net

income.

Cash and cash equivalents

Cash and cash equivalents include short-term deposits with a maturity of

less than ninety days.These deposits are denominated in SDRS or other cur-

rencies and are canied at cost, which approximates fair value. lnterest on

these instruments varies and is based on prevailing market rates.

lnvestments

lnvestments are made in fixed-term deposits, domestic government bonds of

the euro zone, Japan, the United Kingdom, and the United States, and obli-

gations of multilateral organizations, For deposits, the Trust may invest only in

obligations issued by institutions with a credit rating ofA and above. For

other investments, theTrust may invest only in obligations issued by an

agency of a government and a multilateral organization with a minimum

credit rating of AA.

lnvestments in debt securities, classifled as available-for-sale securities, are

measured initially at cost, including transaction costs. Subsequent to initial
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recognition, all available-for-sale assets are remeasured to fair value, based

on the quoted market price at the balance sheet date. Gains and losses aris-

ing from a change in the fair value of availablejor-sale investments are rec-

ognized in the statement of income.

lnvestment income comprises interest income and realized and unrealized

gains and losses on investments, including currency valuation differences

arising from exchange rate movements against the SDR.

Loans

Loans in the Trust are initially recorded at the amount disbursed provided

that the present value of the cash flows from stated interest due and the

Subsidy Account is equal to or exceeds the disbursed amount. Thereafter, the

canying value of the loans is amortized cost.

Loans are repayable in 51/zlo 10 years in semiannual installments. lnterest

on loans accrues at the stated interest ftle ol 1/2 of 1 percent per annum. lt

is theTrust's policy to exclude from income, interest on loans that are six

months or more overdue. At each balance sheet date, the loans are reviewed

to determine whether there is objective evidence of loan impairment. lf any

such evidence exists, an impairment loss is recognized to the extent that the

present value of estimated future cash flows falls below the canying

amount.

Contributions

Contributions are reflected as increases in resources after the achievement

of specified conditions and are subject to bilateral agreements stipulating

how the resources are to be used.

Transfers

lnternal transfers of resources within the IMF are accounted for underthe

accrual method of accounting.

Administrative costs

The expenses of conducting the activities of the Trust are borne by the Gen-

eral Resources Account of the IME ln financial years 2005 and 2004, the

reimbursements for these costs have been waived.

Comparatives

When necessary, comparative figures have been reclassified to conform with

changes in the presentation of the current year.

Accounting and reporting developments

ln December 2003, the lnternational Accounting Standards Board revised

lnternational Accounting Standard 39,'Financial lnstruments: Recognition

and Measurementl'which will become effective for financial year 2006. Upon

adoption of the revised standard, and as permitted by the transition provi-

sions, investments previously classified as available{orsale will be reclassi-

fled as securities at fair-value-through-profit-and-loss. After the

reclassification, changes in fair value of the investments would continue to

be recognized in the income statement.

3. Financial risk management

ln providing financial assistance to eligible country members and conducting

its operations, theTrust is exposed to various types of risks, including credit,

interest rate, exchange rate, and liquidity risks.

Credit risk refers to potential losses on credit outstanding owing to the inabil-

ity, or unwillingness, of member countries to make loan repayments. To miti-

gate credit risk, the amount that eligible member countries may bonow is

limited to 140 percent of their IMF quotas under three-year arrangements.

Disbursements under PRGF arrangements are linked to performance criteria

and the IME as trustee, conducts periodic reviews to ensure that such criteria

are met. To protect the lenders to the Trust, resources are accumulated in the

Reserve Account.Ihese resources are available to repay the lenders in the

event of delayed or nonpayment by borrowers.

lnterest rate risk is the risk that future cash flows will fluctuate because of

changes in market interest rates. lnterest rate risk on theTrust's investments

is managed by limiting the investment portfolio to a weighted-average effec-

tive duration that does not exceed three years.

Exchange rate risk is the exposure to the effects offluctuations in the prevail-

ing foreign currency exchange rates on the Trust's flnancial position and cash

flows. Exchange rate risk on theTrust's investments is managed by investing

in securities denominated in SDRs or in the constituent currencies, with the

same composition, of the SDR valuation basket.

Liquidity risk is the risk of non-availability of resources to meet the Trust's

financing needs and obligations. IIe Trust conducts semiannual reviews to

determine the adequacy ofthe resources accumulated in the Subsidy and

Reserve accounts to meet liquidity needs. Resources in the Subsidy Account

are expected to exceed estimated needs and the balance in the Reserve

Account is projected to increase until it reaches the level sufficient to cover

all outstanding PRGFTrust obligations to lenders.

4. lnvestments

lnvestments consisted of the following at April 30:

2005

Fixed{erm deposits 1,185,595
Debt securities 2,714,776

Totar rygqf]1

The maturities of the investments are as follows atApril 30:

2005

2004

(ln thousands of SDRS)

234,845
2,800,283

3,035,128

2004

(ln thousands of SDRS)

Less than 1 year

1-3 years

3-5 years

over 5 years

Total

5. Loans receivable

Resources of the Loan Account are commiued to qualifying members for a

three-year period, upon approval by the Trustee of three-year arrangements

in support of the members' macroeconomic and structural adjustment pro-

grams. lnterest on the outstanding loans, which is repayable in ten equal

semiannual installments beginning 51/z years after disbursement, is set at

the rate of % of I percent per annum. At April 30, 2005, the resources of

the Loan Account included cumulative advances from the Reserve Account

of SDR 75.2 million resulting from the nonpayment of principal by Zim-

babwe (SDR 74.7 million atApril 30,2004). Scheduled repayments of

loans by borrowers, including Zimbabwe's overdue obligations, are summa-

rized below:

2,831,390
168,542

35,196

303sJr8:

3,635,060
228,877
36,500

3,900,371

78.2



As ofApril 30, use of credit in theTrust by the largest users was as follows:

2005 2004

(ln millions of SDRs and
percent of total PRGF credit)

Largest user of credit 7,028.2 15.6% 916.1 73.7%

Three largest users of credit 2,095.4 31.8% 1,920.4 28.7%

Five largest users of credit 2,655.9 40.3% 2,572.0 37.5%

The five largest users of credit as of April 30, 2005, were Pakistan, Zambia,

the Democratic Republic of the Congo, Ghana, and Tanzania.

6. Borrowings

TIeTrust bonows on such terms and conditions as agreed between the

Trustee and the lenders. lnterest rates on bonowings as atApril 30,2005,
were at a weighted average rate of 1.69 percent per annum (1.40 percent

per annum as at April 30, 2004). The principal amounts of the borrowings

are repayable between 57a and 16 years after the first drawing.

Scheduled repayments of borrowings are summarized below:

Perlod ol repayment,

Financial statements I Vll

B. Contributions

The Trustee accepts contributions for the Subsidy Account on such terms and

conditions as agreed between theTrustee and the contributors. AtApril 30,

2005, cumulative contributions received, including transfers from the Special

DisbursementAccount, amounted to SDR 2,456.7 million (SDR 2,430.0 mil-

lion atApril 30,2004).

9. Commitments under loan arran{ements

An arrangement underthe PRGF is a decision ofthe llvlE asTrustee, that

gives a member the assurance that the Trust stands ready to provide foreign

exchange or SDRs during a specified period and up to a specified amount in

accordance with the terms of the decislon. At April 30, 2005, undrawn bal-

ances under 31 loan anangements amounted to SDR 1,315.0 million (SDR

2,088.9 million under 36 arrangements atApril 30, 2004).

10. Related party transactiot'ts

The expenses of conducting the business of the Trust are paid by the

General Resources Account of the IMF and reimbursed by the Trust through

the Special Disbursement Account; transfers corresponding to these

expenses are made from the Reserve Account to the Special Disbursement

Account when and to the extent needed. The Executive Board of the IMF

decided to forgo such reimbursement to the General Resources Account,

amounting to SDR 54.4 million and SDR 57.7 million forthe financial years

ended April 30, 2005, and 2004, respectively. For the financial year ended

April 30, 2004, the Executive Board decided that an amount equivalent to

the expenses should be transferred from the Reserve Account, through the

Special Disbursement Account, to the PRGF-HIPC Trust. (No such decision

was made for the financial year ended April 30, 2005.)

Cumulative transfers from the IME through the Special Disbursement Account,

to the Reserve Account and Subsidy Account as of April 30, 2005, amounted

to SDR 2,630.0 million and SDR 400 million, respectively (SDR 2,589.0 mil-

lion and SDR 400 million, respectively, as of April 30,2004).The Subsidy

Account also receives contributions from member countries that had placed

deposits in the Poverty Reduction and Growth Facility Administered Accounts at

low interest rates. Net investment income transferred from the Poverty Reduc-

tion and Growth Facility Administered Accounts to the Subsidy Account

amounted to SDR 0.3 million and SDR 1.9 million for the financial years 2005

and 2004, respectively.

1L. Lctans under tlte Saudt Fund for Development
Specra/ Account

The Saudi Fund for Development (SFD) Special Account was established

at the request of the SFD to provide supplementary financing in associa-

tion with loans underthe PRGFTrust.The SFD makes funds available

after a bilateral agreement between it and a recipient country has been

effected.The SFD places funds, denominated in SDRS, in the SFD Special

Account for disbursement to a recipient country simultaneously with dis-

bursements under a PRGF arrangement.These loans are repayable in ten

equal semiannual installments commencing 51/zyears afterthe date of

disbursement and interest on these loans is set at a rate ol 1/z oi 1 percenl

per annum.

The cumulative receipts and uses of resourcesforthe Saudi Fund for Devel-

opment Special Account were SDR 100.9 million as of April 30, 2005 (SDR

97.9 million atApril 30, 2004).

Perlod of repayment,

(ln tnousands ofSDRS)

2006
2007
2008
2009
2070
2011 and beyond

0verdue

Total

854,789
726,142
815,876
820,642
836,220

2,459,161
75,235

6,588,065

The following summarizes the bonowing agreements concluded as of

April 30:

Amount undmrvn

2005 2004

2006
2007
2008
2009
2010
2011 and beyond

Total

Loan Account

Subsidy Account

lnterest income

Realized losses, net

Unrealized (losses)/gains, net

Exchange rate losses, net

Total

f/n thousands of SDRS)

1,506,062
984,18 1

828,799
827,633
832,087

2,432,889

7.4116E1

(/n tl,ousands olSDRS)

4,092,456 4,856,812
s8,435 65,167

T.lnvestment incotne

lnvestment income comprised the following atApril 30:

2005 2004

(ln thousands of SDRs)

142,027 t79,077
(7,91s) (70,151)

(35,4271 26,647
(306) (1e6)

98,373 75,377
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12. Subsequent event

0n June 11,2005, the G-8 finance ministers proposed an initiative that
would involve debt relief, leading to full debt cancellation of outstanding

obligations, of member countries eligible for HIPC assistance. Under this
proposal, the cost of meeting the obligations of the eligible members

would be met from existing IMF resources. ln situations where other existing

and projected debt relief obligations cannot be met from existing IMF

resources (for example, for the protracted arrears cases such as Liberia,

Somalia, and Sudan), donors have committed to providing the extra

resources necessary. IMF resources that will be considered to finance this

debt relief operation consist of available resources already earmarked to

provide debt relief or provide concessional financing (SDA, PRGE and

PRGF-HIPC resources) for an estimated amount of approximately SDR

4.0 billion as of April 30, 2005. The precise modalities of the proposal have

not yet been developed.The G-8 finance ministers call upon all sharehold-

ers to support the debt relief proposals which would be put to the 2005
Annual Meetings.

13. Combining balance sheets and statements of income
and changes in resources

TIe balance sheets and statements of income and changes in resources for

each of the accounts in the PRGFTrust are presented below:

Note 13

Pover$ Reduction and Groryth Facility Trust
Combining balance sheets

as atApri! 30,2005, and 2004

(ln thousands ofSDRS)

LoanAccount ResarueAccount SubsldyAccount Comblnod

2005 2004 2005 2004 200s 2004 2005 20lJ4

1,050,119 1,057,445 7,043,827 1,945,902 2,721,670
1,999,165 762,668 801,117 3,900,371 3,035,128

- 6,588,065 6,699,728
48,095 (79,471) (68,297)

961 53 88 25,669 20,915

ry9q!40 1l19€s5 l,?lg,?N 146040? 1}!ll}!!

- 19,930 23,949 7,477,657 7,512,656

- 70 34 47,477 34,518

3,098,340 1,720,695 t,752,746 4,994,480 4,925,784

ry9q!40 l]19pe5 t_ll9l2s. 9499!07 r2!ll!41

- 627,730 888,457
885,595 234,846 2,252,108

6,588,065 6,699,728
23,275 20,202 56,196
23,827 19,866 1,789

7,520,762 7,602,372 3,198,550

AssotB
Cash and cash equivalents
lnvestmenb (Note 4)
Loans receivable (Note 5)
Accrued account transfe6
lnterest receivable

Total assets

Llablllfles and resourcos
Borrowings (Note 6)
lnterest payable

other liabilities

Total liabilities

Resources

Total liabilities and resources

7,445,527 7,527,674

7,391,727
47,407
6,399

7,488,707
34,484
4,483

75,235

!,520,762

74,698

1,602372

3,198,550

1199Es0
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Pover$ Reduction and Growth Facill$Trust
Gomblnlng statements of Income and changes ln resources

for the years ended Aprll 30, 2005, and 2004

(ln thousands ofSDRs)

LoanAccount RosoweAc{outil SubCdyAccount

2004 2005 20t)4 2005 2004

Financial statemens I Vll

Comblned

2005 2004

Balance, beginning of the year

lnvestrnent income (Note 7)

lnterest on loans
lnterest expense

other expenses

Net operational income/(loss)

Contribuuons (Note 8)

Transfe6 fmm the Special
Disbursement Account (Not€ 10)

Transfers through the Special
Disburs€ment Account to the
PRGF-HIPC Trust (Note 10)

Transfers between:

Loan and Reserve AccounB

Loan and Subsidy Accounts

Net income/changes in resources

Balance, end of the ),ear

74,698 65,543 3,066,520 1,752,746 1,766,187

48,856 36,727 26,527
3,098,340

61,646

4,925,784

98,373
32,961

(t26,912]
(2,986)

1,436
26,668

4,898,250

75,377
33,587

(106,300)
(3,286)

(6221

34,326

(1,491)

(93,867) (71,325) 60,155

32,961
(r26,828)

33,587
(104,912) (84)

(1,4e5)

35,148
26,668

(1,388)
(1,57s)

23,558
34,326

(71,325)

(13,441)

1,752,746:

(r,7111

47,145

- (57,700)

68$16 n,$4
4,994,480 4,925,784

40,592 51,530

- (s7,700) -
537 9,155 (537) (9,15s)

537 9,1s5 100,210 3t,820 (32,051)

75,235 74,698 3,198,550 3,098,340 1,720,695:::::

40,592 51,530
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Schedule 1

Membor

Poverty Reduction and Growth Facilig Trust
Schedule of outstanding loans

as atApril 30,2005
(ln thousands of SDRS)

PRGF Loan Account

Balanco Porcont

Skuctural Adlustmont Facllltyl

Balence Percent

Albania
Armenia
Azerbaijan

Bangladesh
Benin

Bolivia
Burkina Faso

Burundi

Cambodia
Cameroon

Cape Verde

Central African Republic

Chad

Congo, Democratic Republic of the
Congo, Republic of

Cote d'lvoire
DJibouti

Dominica
Ethiopia
Gambia, The

Georgia

Ghana

Guinea

Guinea-Bissau
Guyana

Haiti

Honduras

Kenya

Kyrgyz Republic
Lao People's Democratic Republic

Lesotho

Macedonia, formerYugoslav Republic of
Madagascar
Malawi
Mali

N4auritania

Moldova

l\,tongolia

Mozambique
Nepal

Nicaragua
Niger

Pakistan

Rwanda

56o Tom6 and Principe

Senegal

Sierra Leone

Somalia
Sri Lanka

Tajikistan

Tanzania

Togo

Uganda

Vietnam
Yemen, Republic of

Zambia
Zimbabwe

Total loans outstanding

65,846
137,572
102,093
148,500
39,s03

89,103
77,862
33,550
59,064

202,087

7,380
27,784
63,502

526,767
72,029

t92,t70
13,357
4,205

775,022
15,600

165,745
294,799

7 7,769
9,149

62,392

6,070
128,877
116,077
136,386
23,398

24,500
77,782

154,058
39,905
87,845

54,708
27,720
27,384

724,040
74,260

149,995
84,290

r,028,224
58,788

7,502

125,789
125,030

38,390
87,834

26s,702
75,204

1 19,968
166,480
198,150

540,430
75,235

6,588,065

1.00
2.00
1.55
2.25
0.60

1.35
1.18
0.51
0.90
3.06

0.11
0.32
0.96
8.00
0.18

2.92
0.20
0.06
1.75
0.24

2.52
4.47
1.09
0.14
0.95

0.09
1.96
1.76
2.07
0.36

0.37
0.26
2.34
0.61
1.33

0.83
0.42
0.42
1.88
0.22

2.28
r.28

15.61
0.89
0.03

1.91
1.90

0.s8
1.33

4.03
0.23
7.82
2.53
3.01

8.20
t.74

100.00

316

8,840

36,350

45,506

0.69

19.43

79.88

100.00

under SAF arrangements. These loans are held by the Special Disbursement Account, and repayments ol all SAF loans are transferred to the PRGF Reserve Account when received.
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Poverty Reduction and Growth Faclli$Trust
Cumulatlve contrlbutlons to and resources of the SubsldyAccount

as atAprl! 30,2005
(ln thousands of SDRs)

Financial statements I Vll

Schedule 2

AmountContrlbutorl

Dhoc't contrlbudons to tie Suhldy Account
Argentina

Aust"lia ,

Bangladesh
Canada . .

China .. .

Czech Republic
Denmark .

Egvpt . . .

Finland . .

Germany .

lceland . .

lndia....
lreland . .

Italy . .. .

Japan ..

Korea . . .

Luxembourg

Morocco .

Netherlands
Noilay ..

Sweden ..
SwiEerland
Turkey . .

United Kingdom
United States

Total direct contdbutions to the Subsidy Account

l{st lncome tanslorred fiom PRGFAdmlnlsterod Accounts
Austria .

Belgium .

BoBwana
Chile....
Greece . .

24,802
7,938

532
186,098

9,200

10,004
38,299
10,002
22,684

r32,832

3,200
7,891
5,262

154,666
s06,997

32,733
8,954
7,284

99,278
28,074

110,887
47,205
7,000

316,564
126,079

1,898,465

40,455
77,953

7,352
2,910

25,941

lndonesia
lran, lslamic Republic of .

Portugal .

Total net income transfened ftom PRGF AdministeEd Accounts

Total contributions received .

Transfers fom Special Disbursement Account

Total contributions received and transfers from Special DisbursementAccount

Cumulauve net income of the Subsidy Account

Resources disbuGed to subsidizeTrust lending . .

Total resources of the Subsidy Account

th addition to direct contributions, a number of members also make loans available to the Loan Account on concessional terms. See

Schedule 3.

5,003
1,346
3,328

158,288

2,056,753

400,000

2,456,753
896,587

(1,632,64s)

1,720,695
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Schedule 3

Member

Pover$ Reduction and Grorvth Facilig Trust
Schedule of borrowing agfeements

as atApril 30,2005
(ln thousands ofSDRS)

lnterost rate Amount ot
(ln porcont) agroemont

Amount
drawn

0utstandlng
balanco

loan Account
Prior to enlargement of PRGF

Canada

France

Germany

Italy
Japan

Korea

Nonvay

Total prior to enlargement of PRGF

For enlargement of PRGF

Belgium

Canada

China

Denmark
Egvpt
France

Germany

Italy
Japan

Korea

Netherlands
Norway

0PEC Fund for lnternational Development
Spain-Bank of Spain
Spain-Government of Spain (lC0)

SwiEerland

Total for enlargement of PRGF

Resources held pending repayment

Total-Loan Account

Subsldy Account
Malta
Spain-Governmemt of Spain (lC0)

Pakistan

Total-Subsidy Account

lxed'
0.502

Variable3

Variable3

Variable3

Variable3

Variable3

Variable3

Variable3

Variable3

Variable3

Variable3

Variable3

Variable3

Vanable3

Variable3

Variable3

Variable3

Variable3

Variable3

Variable3

Fixed

Variable3

0.50
0.50
0.50

300,000
800,000
700,000
370,000

2,200,000
65,000
90,000

4,525,000

300,000
800,000
700,000
370,000

2,200,000
6s,000
90,000

4,525,000

242,337
348,483
153,492
100,000
100,000

1,048,363
995,532
692,641

2,341,277
27,700

140,355
60,000
36,990

123,946
67,000

194,199

6,672,309

_1119I!0e

1,365
77,228
7,337

19,930

37,660
50,476
85,469
34,546

273,786
2,207
5,927

1,365
17,228
7,337

_999q

350,000
400,000
200,000
100,000
1s5,600

2,100,000
2,050,000
1,010,000
2,934,800

27,700
450,000

60,000
32,9654

425,000
67,000

401,700

10,764,765

_t4!9165

1,365
67,000
10,000

78,365

490,071

247,223
298,959
t24,802
100,000
73,773

970,777
896,943
670,819

2,732,t77
23,700

140,355
44,942
33,1 73

123,946
55,772

744,700

6,016,055

885,595

7,397,727

lThe loans under this agreement are made at market-related rates of interest fixed at the time the loan was disbursed.

cumulative implicit interest subsidy reaches SDR 250 million, and at variable, market-related rates of interest thereafter.
The loans under these ageements are made at variable, market-related rates of interest.
4The agreement with the oPEC Fund for lnternational Development is for an amount of $50 million, or SDR 33 million, based on the exchange rate of 0.659291 SDR per U.S. dollar as at
April 30,2005.
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Schedule 4

illombol

Poverty Reduction and Growth Facili$Trust
Status of loan arrangements

as at April 30, 2005

(ln thousands of SDRs)

Dato of arangBmont Explra$on dtto Amount agood Undrewn balanco

Albania
AzeltaUan
Bangladesh

Burkina Faso

Burundi

Cape Verde

Chad

Congo, Democrauc Republic of the

Congo, Republic of
Dominica

Gambia, The

Georgia

Ghana

Guyana

Honduras

Kenya

Kyrgyz Republic
[4ali
Mongolia

Mozambique

Nepal

Nicaragua

Niger

Rwanda

Senegal

Sierra Leone

Sd Lanka

Tajikistan

Tanzania

Uganda

Zambia

)un.21,2002
Jul. 6,2001
Jun.20,2003
Jun. 11,2003
)an.23,2004

Apr. 10,2002
Feb. 16,2005
Jun. 12,2OO2
Dec. 6,2004
Dec.29,2003

Jul. 18,2002
Jun.4,2004
May 9,2003
Sep.20,2002
Feb.27,2004

N0v.21,2003
Mar. 15,2005
)un.23,2004
Sep.28,2001
Jul. 6,2004

Nov. 19,2003
Dec. 13,2002
Jan.31,2005
Au1.12,2002
Apr.28,2003

Sep.26,2001
Apr. 18,2003
Dec. 11,2002
Aug. 16,2003
Sep. 13,2002

Jun. 16,2004

Nov.20,2005
Ju|.4,2005
Jun. 19,2006
Aug. 15,2006
Jan.22,2OO7

Ju1.31,2005
Feb. 15,2008
Jun. 11,2005
Dec. 5,2007
Dec.28,2006

Jul. 17, 2005
Jun. 3, 2007
May 8,2006
Sep. 12,2006
Feb.26,2007

Nov 20,2006
Mar. 14,2008
)un.22,2007
Ju|.31,2005
Ju|.5,2007

Nov. 18,2006
Dec. 12,2005
Jan. 30,2008
Feb. 1 1, 2006
Apr.27,2006

Jun.25,2005
Apr. 17,2006
Dec. 10,2005
Aug. 15,2006
Sep. 12,2005

Jun. 15, 2007

28,000
67,580

400,330
24,080
69,300

8,640
25,200

580,000
54,990

7,688

1.0,220
98,000

184,500
54,550
77,200

225,000
8,880
9,330

28,490
11,360

49,910
97,500

6,580
4,000

24,270

130,840
269,000

65,000
19,600
13,500

220,095

4,000
12,870

25r,830
10,320
35,750

1,260
21,000
53,233
47,130

3,483

17,330
70,000

105,450
27,790
40,687

150,000
7,620
6,670

16,280
8,120

35,650
47,780
5,640
1,742

13,860

14,003
230,610

19,600
8,400
4,000

49,521

2,877,633 1,315,029
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Dclolttc & Touchc LLP

surte 500
555 12th Street, NW

Washrngton, DC 20004-1207
USA

Iel: +1202 879 5600
Fax: +1202 879 5309
www.deloitte.com

lndependent Audltorc' Rcport

To thc Board of Govcrnorc

of thc lntcrnaUonal Monctary Fund

Washlng;ton, DC

We have audited the accompanyrng balance sheet as of April 30, 2005, and the related statements of income, changes in resources, and cash flows for the
year then ended of the following enttties:

Poverty Reduction and Growth Facility Administered Accounts (the iqccounts")

. Austna

. Belgium

' Botswana

' Greece
. lndonesta

' lslamic Republic of lran

' Portugal

These financial statements are the responsibrlity ofAccounts management.Our responsibility is to express an opinion on these financral statements based

on our audit.The Accounts'financral statements as of and forthe year ended Apnl 30,2004, were audited by other auditors, whose report dated June 7,

2004, expressed an unqualified optnion on those statements.

We conducted our audit in accordance with lnternatronal Standards on Auditrng and auditing standards generally accepted rn the Untted States ofAmenca.
Ihose standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mis-

statement. An audit includes consideraton of internal control over financial reporting as a basis for designrng audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Accounts' internal control over financtal reporung. Accordingly, we

express no such opinion. An audrt also includes examining, on a test basrs, evrdence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluattng the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

ln our opinion, such 2005 flnancial statements present fairly, in all material respects, the financial posrtton of the Poverty Reductron and Growth Factltty

Administered Accounts at Apnl 30, 2005, and the results of their operations and therr cash flows for the year then ended tn conformity with lnternational
Financial Reportrng Standards.

Deloitte.

V."l* *7.-..L/JP

TMFANNUAL REPoRT | 2OO5

June 14,2005

Member of

Delottte Touche Tohmatsu
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Pover$ Reduction and Growth Facility Administered Accounts
Balance sheets

as atApril 30,2005, and 2004

(ln thousands of SDRs)

Austla Botsena

2005 2004 2005 2004 2005 2004

Assots
Cash and cash equivalents
lnvestrnents (Note 4) . . . . . .

Advance payments to the PRGFTTSI Subsidy Account

lnterest receivable

Total asseB

Deposits(Note 5) .........
lnterest payable

Total liabilities

Resources

Total liabilities and resources

1,399 4,7 73
70,287

ul
3,601

31

15,067

15,000
67

15,067

E!67

5,031

5,000
31

5,031

5,031

Glooce

20t14 2005 2004

lnn, l. R. of

2005 2004

Portug.l

2005 2004

lndone3la

2005

1,571
3,429

1,838
4,735

2,754
6,010

25,000
fusots
Cash and cash equivalents . .

lnvestments (Note 4) .. .....
Advance paymenb to the

PRGFTrust Subsidy Account

lnterest receivable

Total assets

Uablllues and resources
Deposis(Note 5) ..........
lnterest payable

Total liabilities

Resources

Total liabilities and resources

25,000

-ri,-:-:
- 25,192 25,001 - 5,023 6,605 8,806

- 25,000 25,000 - 5,000 6,573 8,764

Ihe accompanying notes are an integral part of these tinancial statements.

/s/ Michael G. Kuhn

Director, Finance Department
/s/ Rodrigo de Rato

Managing Director
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Poverty Reductlon and Growth Facilig Administered Accounts
Statements of income and changes in resources

for the years ended Aprll 30, 2005, and 2004
(ln thousands ofSDRS)

Austla Boldum Botswana

2005 2004 200s 2004 200s 2004

Balance, beginningof the year . . . .. .

lnvestmentincome (Note4).......,
0ther expenses

lnterestexpense on deposits ... ....
0peraUonal income/(loss) .... ...

Transfers to the
PRGFTrustSubsidyAccount . . . . . .

PRGF HIPC Trust

Net income/changes in rcsources

Balance, end of the year

223

207
(6)

(51)

150

(1s0)

335
(13)

(102)

220

to4
(4)

(115)

(15)

15

t,227

(399)

8n

(1,051)

(223)

(220)

-
Grcece lndonosla lran, L R. of Portugrl

2004 2005 2m42005 20l,4 2005 2004 2005

Balance, beginningof tie year . . . .. .

Irwestment income (Note 4) . . . . . .. .

other expenses

lnterestexpense on deposits . . . . . . .

operational income . .

Transfers to the
PRGFTrustSubsidyAccount . . . . . .

PRGF HIPC Trust .

Net income/changes in resources

Balance, end of the year

53

7

(2\

5

84
(3)

(26)

55

(55)

(28)

81
(4)

(25)

OY

402

(454)

(52)

1:

510

482

(67)
(2s21

163

164

143
(6)

(44)

93

(e3)

-.:

136
(4)

(33)

99

(ee)

52

(52)

Ihe accomparrying notes are an integral part of these fnancial statements.
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Poverty Reduction and Growth Facility Administered Accounts
Statements of cash flows

for the years ended April 30,2005, and 2004

(ln thousands of SDRs)

Austrla Belgtum Botsrwana

2005
2004

(unaudlted) 2005
2004

(unaudlted) 2005
2004

(unaudltod)

Cash flous ftom opereung acuvltles
Net income/(loss)
Adjustments to reconcile net income to cash generated by operations

changes in interest payable

Changes in interest receivable and other assets

Net cash used in operaUng activiUes

Cash flow from lnvestmont acthltles
Net disposal of investments

Net cash provided byl(used in) investment activities

Repayment of deposits

Net cash used by financing activities

Cash and cash equivalents, beginning of year

Cash and cash equlyalonts, end of year

1223)

(2t
225

(35)
35

(36)
Jtt

(116)
116

6,686

(10,000)

(10,000)

(10,000)

(10,000)

(80,000)

(80,000)

80,000

4,893

4,893

(6,894)

(6,894)

7,456

6,686 7,4s6

Greeco lndonesla lran, l.R, ot Portugal

2004
2005 (unaudlted) 2005

20(n
2005 (unaudltod) 2005

2004
(unardltod)

2M
(unaudltedl

Cash flows from opsraung acthltlos
Net income/(loss)
Adjustments to reconcile net income to cash generated by operations

Changes in interest payable

Changes in interest receivable and other assets

Net cash used in operating activities

Gash flow fiom lnYestmont actMuos
Net disposal/(acquisition) of investments

Net cash provided byl(used in) investment activities

Cash flow fiom flnanclng actlvltlos
Repayment of deposits

Net cash used by financing activities

Cash and cash equivalents, beginning of year

Cash and cash oqulvalents, end of year

4,968

4,968

(7,000)

163

(25,000)

(25,000)

3,429

3,429

( 15)
15

28
( 191)

(52)

(17)
69

(10)
10

(23)
23

(8)
8

720 7,275 7,454

r20 7,275 7,454

(7,000)

2,032 25,000

- (5,000) - (2,191) (1,753)

25,000 7,577 1,451 2,754 3,053

25,000 - 1,571 1,838 2,754

The accompanying notes are an integral pan of these financial statements.
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1. Nature of operations

At the request of certain member countries, the IMF established the Poverty

Reduction and Growth Facility Administered Accounts ("PRGF Administered

Accounts" or Administered Accounts") for the beneflt of the Subsidy Account
of the PRGF Trust and PRGF-HIPC Trust Account. The Administered Accounts

comprise deposits made by contributors.The difference between interest

earned by the Administered Accounts and the interest payable on deposits is
transferred to the SubsidyAccount ofthe PRGFTrust and PRGF-HlPCTrust

Account.

The resources of each Administered Account are held separately from the
assets of all other accounts of, or administered by, the IMF and may not be

used to discharge liabilities orto meet losses incuned in the administration
of other accounts.

2. Summary of sitnrficant accounting policies

Basis of accounting

The financial statements of the Administered Accounts are prepared in accor-

dance with lnternational Financial Reporting Standards (IFRS). Specific

accounting principles and disclosure practices are explained further below.

The preparation of financial statements in conformity with IFRS requires

management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and lia-
bilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ
from those estimates.

Unit of account

The financial statements are expressed in terms of SDRs. The value of the
SDR is determined by the l[4F each day by summing the values in U.S. dot-

lars, based on market exchange rates, ofthe cunencies in the SDR valua-

tion basket. The IMF reviews the SDR valuation basket every five years. The

latest review was completed in October 2000 and the new composition of
the SDR valuation basket became effective on January 1,2001.The cunen-
cies in the basket as ofApril 30, 2005, and 2004 and their amounts were

as follows:

Currency Amount

Pover$ Reduction and Growth Facilig Administered Accounts
Notes to the financial statements

as atApril 30,2005, and 2004

As ofApril 30,2005, one SDR was equal to 1.51678 U.S. dottars (1.45183
U.S. dollars as of April 30, 2004).

Cash and cash equivalents

Cash and cash equivalents include short-term deposits with a maturity of less

than ninety days.These deposits are denominated in SDRs or other curren-

cies and are carried at cost, which approximates fair value. lnterest received

on these instruments varies and is based on prevailing market rates.

lnvestments

lnvestments are made in debt securities which are classified as availablejor-
sale securities.

The availablejor-sale investments are measured initally at cost, including

transaction costs. Subsequent to initial recognition, all availablejorsale assets

are remeasured to fair value based on the quoted market price at the balance

sheet date. Gains and losses arising from a change in the fair value of avail-

able{or-sale investments are recognized in the statement of income.

lnvestment income comprises interest income and realized and unrealized
gains and losses on investments, including currency valuation differences

arising from exchange rate movements against the SDR.

Transfers

lnternal transfers of resources within the IMF are accounted for under the

accrual method of accounting.

Administrative costs

The expenses of conducting the activities of the Administered Accounts are

incurred and borne by the General Resources Account of the IME

Accounting and repofting developments

ln December 2003, the lnternational Accounting Standards Board revised

lnternational Accounting Standard 39, "Financial lnstruments: Recognition

and Measurementj'which will become effective for financial year 2006.
Upon adoption of the revised standard, and as permitted by the transition
provisions, investments previously classified as availableJor-sale will be

reclassifled as securities at fair-valuethrough-profit-and-loss. After the

reclassification, changes in fair value of the investments would continue to
be recognized in the income statement.

Comparatives

When necessary, comparative figures have been reclassified to conform with

changes in the presentation of the current year.

3. Financial risk management

ln conducting their operations, the PRGF Administered Accounts are exposed

to various types of risks, including interest rate and exchange rate risks.

lnterest rate risk is the risk that future cash flows will fluctuate because

of changes in market interest rates. lnterest rate risk on the PRGFAdminis-

tered Accounts' investments is managed by limiting the investment portfolio to
a weighted-average effective duration that does not exceed three years.

Exchange rate risk is the exposure to the effects of fluctuations in the
prevailing foreign currency exchange rates on the PRGF Administered
Accounts'financial position and cash flows. Exchange rate risk on the
investments is managed by investing in securities denominated in SDRs or

in the constituent currencies, with the same composition of the SDR valua-

tion basket.

Euro

Japanese yen

Pound sterling

U.S. dollar

0.4260
2 1.0000

0.0984
0.5770
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4.lnvestments

lnvestments consisted of the following at April 30:

2005 2004

(ln thousands ofSDRS)

Fixed-term deposits

Debt securities

Total

The maturities of the Administered Accounts' investments are as follows at

April 30:
200s 2004

fln thousands ofSDRS)

Financial statements I Vll

Botswana

Ihe Administered Account Botswana was established on July 1, 1994, for the

administration of resources deposited in the account by the Bank of

Botswana.The deposit, totaling SDR 6.9 million, is to be repaid in one install-

ment ten years after the date of deposit. The deposit bears interest at a rate of

2 percent a year.The deposit was repaid in full on lvlarch 1,2004.

Greece

The Administered Account Greece was established on November 30, 1988,

for the administration of resources deposited in the account by the Bank of

Greece.Two deposits of SDR 35.0 million each (December 15, 1988, and

April 29, 1994) are to be repaid in ten equal semiannual installments

beginning five and a half years after the date of deposit and will be com-

pleted at the end of the tenth year after the date of the deposits. The

deposits bear interest at a rale oI 1/z of 1 percent a year.The two deposits

from Greece have been repaid in full.

lndonesia

The Administered Account lndonesia was established on June 30, 1994, for

the administration of resources deposited in the account by Bank lndonesia.

IIe deposit, totaling SDR 25.0 million, is to be repaid in one installment ten

years after the date the deposit was made. The interest payable on the

deposit is equivalent to that obtained for the investment of the deposit less 2

percent a year. Upon maturity in June 2004, the deposit was reinvested for

another ten years (according to the amendment of the instrument) and

investment income of 2 percent per annum (or any lesser amount if invest-

ment returns are below 2 percent) transferred to the PRGF-HIPCTrust.

lslamic Republic of lran

The Administered Account lslamic Republic of lran was established on June 6,

1994, for the administration of resources deposited in the account by the Cen-

tal Bank of the lslamic Republic of lran (CBlRl).The CBIRI has made flve

annual deposits, each of SDR 1.0 million. All of the deposits are to be repaid

at the end of ten years after the date of the first deposit. Each deposit bears

interest at a ,'ale ol yz of 1 percent a year. All deposits have been repaid in full.

Portugal

The Administered Account Portugal was established on May 16, 1994, for the

administration of resources deposited in the account by the Banco de Portu-

gal (BdP). The BdP has made six annual deposits, each of SDR 2.2 million.

Each deposit is to be repaid in five equal annual installments beginning six

years afterthe date ofthe deposit and will be completed atthe end ofthe

tenth year after the date of the deposit. Each deposit bears interest at a rate

ol 1/z of I percent a year.

6. Rel ated- party tra nsactio ns

The difference between the income earned by the Administered Accounts on

the amounts invested and the interest payable on the deposits ofthe

Administered Accounts, net of any cost, is transferred to the Subsidy

Account of the PRGF Trust and the PRGF-HIPC Trust Account. As of

April 30,2005, and 2004, net investment income transfened from the

Administered Accounts to the Subsidy Account amounted to SDR 0.3 mil-

lion and SDR 1.9 million, respectively.Transfers to PRGF-HlPCTrust

amounted to SDR 0.3 million as of April 30,2005 (there were no transfers

as of April 30, 2004).

79,726

13_126

25,000
8,336

33,336

Less than 1 year

1-3 years

Total

32,833
503

33,336 79,726

lnvestment income comprised the following at April 30:

200s 2004

(/n thousands ofSDRs)

lnterest income

Realized losses, net

Unrealized (losses)/gains, net

Total

5. Deposlts

Austria

The Administered Account Austria was established on December 27,1988,

for the administration of resources deposited in the account by the Austrian

National Bank.Two deposits (one of SDR 60.0 million made on December

30, 1988, and one of SDR 50.0 million made on August 10, 1995) are to

be repaid in ten equal semiannual installments beginningfive and a half

years after the date of each deposit and ending at the end of the tenth

year after the date of each deposit. The deposits bear interest at a rate of

7z of 1 percent a year. The first deposit from Austria has been repaid in full.

Belgium

The Administered Account Belgium was established on )uly 27 ,1988, for the

administration of resources deposited in the account by the National Bank of

Belgium. Four deposits (SDR 30,0 million made on July 29, 1988; SDR 35.0

million made on December 30, 1988; SDR 35.0 million made on June 30,

1989; and SDR 80.0 million made on April 29, 1994) have an initial matu-

rity of six months and are renewable by the IMF on the same basis' The final

maturity of each deposit, including renewals, will be ten years from the initial

dates of the individual deposits. The deposits bear interest al a rcle ol 1/2 ot

1 percent a year. ln accordance with an addendum to the account, effective

on July 24, 1998, the maturities of the first three deposits will be extended

by the National Bank of Belgium, for further periods of six months, provided

that the total maturity period of each deposit does not exceed flve years. The

deposits are invested by the IMF as administrator, and the IMF as adminis-

trator pays the National Bank of Belgium interest on each deposit at an

annual rate ol 1,/z ol I percent. The difference between the interest paid to

the National Bank of Belgium and the interest earned on the deposits (net of

any cost to the IMF) was retained in the account and invested. As of January

31,2001, the Ministry of Finance of Belgium authorized a transfer of

SDR 8.2 million in net earnings to the PRGF-HIPC Trust. All deposits have

been repaid in full.

19,395
331

2,928
(696)

744

2,376

1,094
(1 15)
(1 19)

860
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Suite 500

555 12th Street, NW

Washr n gton, DC 2O0O4 -1207
USA

Iel: +7202 879 5600
Fax +1202 879 5309
www.delortte com

lndependent Audltors' Report

To thc Eoard of Governors

of thG lnternruonal Monctary Fund

Yvashlngfon, DC

We have audited the accompanying combrned balance sheet of the Poverty Reductron and Growth Facihty-Heavily lndebted Poor Countnes Trust and Related
Accounts (the "Company') as of April 30, 2005, and the related combined statements of rncome, changes in resources, and cash flows for the year then
ended. These combtned financtal statements are the responsibility of Company management. our responsibility is to express an opinion on these combined
flnancial statements based on our audrt. The Company's combrned financial statements as of and for the year ended April 30, 2004, were audited by other
auditors, whose report dated June 7, 2004, expressed an unqualified optnion on those statements.

We conducted our audit in accordance wtth lnternational Standards on Auditing and audittng standards generally accepted in the Untted States ofAmenca.
Jhose standards requtre that we plan and perform the audtt to obtain reasonable assurance about whether the financial statements are free of matenal mis-
statement. An audit includes consideration of rnternal control over financial reporting as a basis for destgning audtt procedures that are appropriate in the
clrcumstances, but not for the purpose of expressing an opinion on the effectrveness of the Company's internal control over flnancial reporttng. Accordingly,
we express no such optnton. An audit also includes examtntng, on a test basis, evrdence supporttng the amounts and disclosures in the financial statements,
assessing the accounting principles used and signiflcant estimates made by management, as well as evaluating the overall financral statement presentatton.

We believe that our audit provtdes a reasonable basrs for our opinion.

ln our opinion, such 2005 financial statements present farrly, in all material respects, the combined frnancial posttion ofthe Poverty Reduction and Growth

Facility-Heavily lndebted Poor Countries Trust and Related Accounts at April 30, 2005, and the combined results of thetr operations and their cash flows for
the year then ended tn conformrty with lnternational Financial Reporting Standards.

our audit was conducted for the purpose of forming an oprnron on the basic 2005 combined financral statements taken as a whole. The supplemental
schedules hsted on pages 204 lo 207 arc presented for the purpose of addrtional analysis and are not a required part of the basic combrned financial state-
ments. These schedules are the responsibrlrty of Company management. Such 2005 schedules have been subJected to the auditing procedures applied in

our audit of the basic combtned financial statements and, in our opinion, are fairly stated in all material respects when considered in relatton to the basic
comblned financtal statements taken as a whole. The 2004 schedules were subjected to audrttng procedures by other audttols, whose report dated iune 7,
2004, refened to above, stated that such information is fairly stated rn all material respects when consrdered in relatton to the basic 2004 combined finan-
cral statements taken as a whole.

Deloitte.

TMFANNUALREPoRT | 2OO5

June 14,2005

Member of
Delortte Tou ch e Toh matsu
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PRGF-HIPC lrust and Related Accounts
Combined balance sheets

as atApril 30,2005, and 2004

(/n thousands of SDRs)

2005

Financial statements I Vll

2004

Assots
Cash and cash equivalenB
lnvestmenB (Note 4) . . ..
lnterestreceivable . .. . ..

Total assets

Bormwings(Note5) .,.....
lnterest payable

Total liabilities

Resources

Total liabilities and resources

503,226
705,406

2,272

1,210,904

610,324
1,277

611,601

599,303

1,210,904:

590,613
569,013

1,311

1,160,937

612,918
1,319

614,237

546,700

1,160,937

Ihe accomparrying notes are an integral part of these financial statements.

/s/ Michael G. Kuhn

Diector, F inance Departme nt
/s/ Roddgo de Rato

Managn{ Directot

PRGF-HIPC Trust and Related Accounts
Comblned statements of Income and changes In resources

for the years ended April 30, 2005, and 2004

(,n thousands ofSDRS)

200s 2004

Balance, begnning of the year

lnvestment income (Note 6) .

lnterest expense

other expenses

operational income , .

Contributions received .

Disbursements
Transfers fiom the Special Disbu.sement Account

Net income (loss)/changes in resources . . . .

Balance, end of the year

546,700

22,408
(2,053)

(254)

20,107
24,456

(156,051)
164,097

52,603

s99,303

718,634

20,879
(2,075)

(339)

18,465
27,287

(275,141)
57,455

(171,934)

s46,700:
The accomparrying notes are an integral part of these financial statements.
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PRGF-HIPC Trust and Related Accounts
Comblned statements of cash flows

for the years ended Aprll 30,2005, and 2004
(ln thousands of SDRs)

2005
2004

(Uneudltod)

Cagh flowe lrcm opomtlng actMtlos
Net income/(loss)
Adjustmenb to reconcile net income to cash generated by operations

Change in interest receivable
Change in interest payable

Foreign cunency translation: lnvestments . . ., .

Borrowings

Net cash provided byl(used in) operatlng acuvities

Cash flows from lmestmont actMtlos
Net movement of investments

Net cash used in investment activities

Cash flows from flnanclng actMtloE
Eorrowings

Repaymentof borrowing . . . . .

Net cash (used in)/provided by financing activities

Cash and cash equivalents, beginning of year

Gagh and cash equhnlonts, end of yoar , . ,

52,603

(961)
(42)

(9,406)
9,406

51,600

(126,987)

(128,9r7)

3,000
(15,000)

(12,0001

590,613

_!99439

(1 71,934)

2,869
27

(5,s73)
5,573

(169,044)

(246,511)

(248,511)

6,220

4,22O

999,948

s90,613:
the accompanying notes are an integral part ofthese financial statements.
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Financial statements vI

1. Nature of operations

The Trust for Special PRGF operations for the Heavily lndebted Poor Coun-

tries and for lnterim PRGF Subsidy operations (the PRGF-HIPC Trust or the

Trust) and Related Accounts comprise the PRGF-HIPC Trust Account, the

Umbrella Account for HIPC Operations, and the Post-SCA-2 Administered

Account. The PRGF-HIPC Trust Account comprises three subaccounts: the

PRGF-HlPC, PRGE and HIPC subaccounts. Combining balance sheets and

income statements and changes in resources for each of these accounts are

provided in Note l0.Transactions between the above accounts are elimi-

nated on combination in the combined balance sheets and combined

income statements and changes in resources.

PRGF-HIPC Trust

The PRGF-HlPCTrust, for which the IMF isTrustee, was established on Febru-

ary 4, t997,ro provide balance of payments assistance to low-income

developing members by making grants or loans to eligible members for the

purpose of reducing their external debt burden and for interim PRGF subsidy

purposes. The resources of the PRGF-HIPC Trust are held separately from the

assets of all other accounts of, or administered by, the IMF and may not be

used to discharge liabilities or to meet losses incurred in the administration

of other accounts.

The operations of the PRGF-HIPC Trust are conducted through the PRGF-HIPC

TrustAccount and the Umbrella Account for HIPC operations.

PRGF-HIPC Trust Account and Related Accounts

The resources of the PRGF-HIPC Trust Account consist of grant contributions,

bonowings, and other types of investments made by contributors; amounts

transfened by the IMF from the Special Disbursement Account and the Gen-

eral Resources Account; and net earnings from investment of resources held

in the PRGF-HIPC Trust Account.

The PRGF-HIPC subaccount holds resources that can finance either HIPC oper

ations or interim PRGF subsidy operations; the PRGF subaccount holds

resources earmarked for interim PRGF subsidy operations, while the HIPC sub-

account holds resources earmarked for HIPC operations. PRGF-HIPC subac-

count resources used to finance HIPC operations through the HIPC subaccount

are repayable to the PRGF-HIPC subaccount and bear interest at a rate equal

to the average return on investments in the Special DisbursementAccount.

The resources held in the PRGF-HlPCTrustAccount are to be used by the

Trustee to make grants or loans to eligible members that qualify for assis-

tance under the HIPC lnitiative and for subsidizing the interest rate 0n

interim PRGF operations to PRGF-eligible members.

Umbrella Account for HIPC 0perations

The Umbrella Account for HIPC operations (the Umbrella Account) receives

and administers the proceeds of grants or loans made to eligible members

that qualify for assistance under the terms of the PRGF-HIPC Trust. Within the

Umbrella Account, resources received are administered through the estab-

lishment of subaccounts for each eligible member upon the approval of dis-

bursements under the PRGF-HIPC Trust.

The resources of a subaccount of the Umbrella Account consist of

(1) amounts disbursed from the PRGF-HlPCTrustAccount as grants 0r

loans for the benefit of a member, and (2) net earnings from investment

of the resources held in the subaccount.

The resources held in a subaccount ofthe Umbrella Account are to be used

to meet the membe/s debt obligations to the IME or accounts administered

by it, in accordance with the schedule agreed upon by the Trustee and the

member for the use of the proceeds of the PRGF-HIPC Trust disbursements.

Post-SCA-2 Administered Account

The Post-SCA-2 Administered Account, which is administered by the IMF 0n

behalf of members, was established on December 8, 1999, for the tempo-

rary administration of resources transferred by members following the termi-

nation of the second Special Contingent Account (SCA-2) in the General

Department of the IME prior to the final disposition of those resources.

Resources received from a membe/s cumulative SCA-2 contributions,

together with the membe/s pro rata share of investment returns, shall be

transferred to the PRGF-HIPC Trust or to the member, in accordance with the

membe/s instructions.The assets held in the Post-SCA-2 Administered

Account are held separately from the assets and property of all other

accounts of, or administered by, the IMF and may not be used to discharge

liabilities or to meet losses incuned in the administration of other accounts.

2. Summary of sitnificant accountinE pollcles

Basis of accounting

The financial statements of the PRGF-HIPC Trust and Related Accounts are

prepared in accordance with lnternational Financial Reporting Standards

(IFRS). Specific accounting principles and disclosure practices are explained

further below.

The preparation of financial statements in conformity with IFRS requires

management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and lia-

bilities at the date of the financial statements and the reported amounts of

revenue and expenses during the reporting period. Actual results could differ

from those estimates.

Unit of account

The financial statements are expressed in terms of SDRs. The value of the

SDR is determined by the IMF each day by summing the values in U.S. dol-

lars, based on market exchange rates, ofthe cunencies in the SDR valuation

basket.The IMF reviews the SDR valuation basket every flve years.The latest

review was completed in october 2000 and the new composition of the SDR

valuation basket became effective on January 1,2001.The currencies in the

basket as ofApril 30,2005, and 2004 and their amounts were as follows:

Gurrency Amount

0.4260
21.0000

0.0984
0.5770

PRGF-HIPC Trust and Related Accounts
Notes to the financial statements

as atApril 30,2005, and 2004

Euro

Japanese yen

Pound sterling

U.S. dollar
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As ofApril 30,2005, one SDR was equal to 1.51678 U.S. dollars (one SDR

was equal to 1.45183 U.S. dollars as ofApril 30,2004).

Foreign currency translation

Foreign cunency transactions are recorded at the rate of exchange on the

date of the transaction. At the balance sheet date, monetary assets and lia-

bilities denominated in foreign cunencies are reported using the closing

exchange rates. Exchange differences arising from the settlement of transac-
tions at rates different from those at the originating date of the transaction
and unrealized foreign exchange differences on unsettled foreign cunency
monetary assets and liabilities are included in the determination of net
income.

Cash and cash equivalents

Cash and cash equivalents include short-term deposits with a maturity of
less than ninety days. These deposits are denominated in SDRS or other cur
rencies and are carried at cost, which approximates fair value. lnterest
received on these instruments varies and is based on prevailing market

rates.

lnvestments

lnvestments are made in fixed-term deposits; domestic government bonds
of the euro zone, Japan, the United Kingdom, and the United States; and
obligations of multilateral organizations. For deposits, the Trust may invest

only in obligations issued by institutions with a credit ratingof A and

above. For other investments, the Trust may invest only in obligations issued

by an agency of a government and a multilateral organization with a mini-
mum credit rating of AA.

lnvestments in debt securities, classified as availablejor-sale securities, are

measured initially at cost, including transaction costs. Subsequent to initial
recognition, all available-for-sale assets are remeasured to fair value, based

on the quoted market price at the balance sheet date. Gains and losses aris-

ing from a change in the fair value of availablejor-sale investments are rec-

ognized in the statement of income.

lnvestment income comprises interest income and realized and unrealized
gains and losses on investments, including currency valuation differences

arising from exchange rate movements against the SDR.

Contributions

Contributions are reflected as increases in resources and are subject to bilat-
eral agreements stipulating how the resources are to be used.

Transfers

lnternal transfers of resources within the IMF are accounted for under the
accrual method of accounting.

Administrative costs

The expenses of conducting activities of the Trust and related accounts are

borne by the General Resources Account of the IME

Comparatives

When necessary, comparative figures have been reclassifled to conform with

changes in the presentation of the current year.

Accounting and reporting developments

ln December 2003, the lnternational Accounting Standards Board revised

lnternational Accounting Standard 39,'Financial lnstruments: Recognition

and Measurement," which will become effective for financial year 2006. Upon

adoption of the revised standard, and as permitted by the transition provi-

sions, investments previously classified as available-for-sale will be reclassi-

fied as securities at fairvaluethrough-profit-and-loss. After the
reclassiflcation, changes in fair value of the investments would continue to
be recognized in the income statement.

3. Financial risk manaEement

ln providing flnancial assistance to eligible country members and conducting
its operations, the Trust is exposed to various types of risks, including interest

rate and exchange rate risks.

lnterest rate risk is the risk that future cash flows will fluctuate because of

changes in market interest rates. lnterest rate risk on theTrust's investments

is managed by limiting the investment portfolio to a weighted-average efiec-
tive duration that does not exceed three years.

Exchange rate risk is the exposure to the effects of fluctuations in the prevail-

ing foreign currency exchange rates on the Trust's financial position and cash

flows. Exchange rate risk on theTrust's investments is managed by investing

in securities denominated in SDRs or in the constituent currencies, with the

same composition of the SDR valuation basket.

4. lnvestments

lnvestments consisted of the following at April 30:

2005 2004

(/n thousands of SDRS,)

Fixed-term deposits 474,273
Debt securities 291,193

Totar 19!499

The maturities of the investments are as follows at April 30:

2005

254,807
314,206

i99{19

Less than 1 year

1-3 years

Total

2004

(/n thousands of SDRS)

687,839 564,272
77,567 4,147

705,406 569,013

5. Borrowints

The Trust borrows on such terms and conditions as agreed between the Trust

and the lenders. lnterest rates on borrowings atApril 30,2005, and 2004
varied between 0 percent and 2 percent a year.The principal amounts of the

bonowings are repayable in one installment at their maturity dates. Sched-

uled repayments of borrowings are summarized below:

Flnrnclal year

endlng Apdl 30

(ln thousands of SDRS)

2006
2007
2008
2009
2070
2011 and beyond

Total

310
20,066
25,000

277,416
287,532

670,324
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Borrowings, excluding the efiect of foreign currency fluctuations, during the

flnancial year ended April 30, 2005, amounted to SDR 3.0 million (SDR 6.2

million for the financial year ended Apfil 30, 2004). During the year ended

April 30,2005, repayments amounted to SDR 15.0 million (none in 2004).

6. lnvestment income

lnvestment income atApril 30 comprised:

2005 2004

f,n tiousards ol SDRS)

lnterest income

Realized losses, net

Unrealized (losses)/gains, net

Exchange rate gains, net

Total

Financial statements I Vll

Cumulative transferc from the Special Disbursement Account of the IMF to

the PRGF-HIPCTrust amounted to SDR 573.8 million as of April 30,2005
(SDR 409.7 million as of April 30, 2004).The PRGF-HIPC Trust also receives

contributions from member countries that had placed deposits in the Poverty

Reduction and Growth Facility Administered Accounts. Net investment income

transfened from the Poverty Reduction and Growth Facility Administered

Account to the PRGF-HIPC Trust amounted to SDR 0.3 million for flnancial

year 2005 (none in 2004).

9. Subsequent event

0n June 11,2005, the G-8 finance ministers proposed an initiative that

would involve debt relief, leading to full debt cancellation of outstanding

obligations, of member countries eligible for HIPC assistance. Under this

proposal, the cost of meeting the obligations of the eligible members

would be met from existing IMF resources. ln situations where other exist-

ing and projected debt relief obligations cannot be met from existing IMF

resources (for example, for the protracted arrears cases such as Liberia,

Somalia, and Sudan), donors have committed to providing the extla

resources necessary. IMF resources that will be considered to finance this

debt relief operation consist of available resources already earmarked to

provide debt relief or provide concessional financing (SDA, PRGE and

PRGF-HIPC resources) for an estimated amount of approximately

SDR 4.0 billion as of April 30,2005.The precise modalities of the pro-

posal have not yet been developed.The G-8 finance ministers call upon all

shareholders to support the debt relief proposals, which would be put to

the 2005 Annual Meetings.

27,873
(3,418)
(2,087)

40

_4108

25,978
(7,7221
2,679

4

20,879

7. Transfers receivable and payable

At April 30, 2005, the HIPC subaccount had transfers payable to the PRGF-

HIPC subaccount arising from past disbursements to the Umbrella Account

underthe HIPC lrritiative in the amount of SDR 1,316.0 million, including

interest (SDR 1,012.0 million atApril 30,2004). lnterest payable between

subaccounts is eliminated on combination.

B. Rel ated- party tra nsacti o ns

The expenses of conducting the business of the Trust are paid by the General

Resources Account of the IME
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Schedule 1

Membel

Post-SGA-2 Administered Accou nt
Holdlngs, lnterest, and transferc

for the year ended Apdl 30,2005

(ln thousands ofSDRs)

lntor€st oar[od
Balanco

boglnnlng of yoar
Ilrnsfors b

PRGF-HIPC Trust
Erlanco

end of year

Argentina

Dominican Republic
Jordan

Trinidad and Tobago

Vanuatu

Venezuela

Total atApril 30,2005

5,514
7,020
1,159
2,490

49
30,358

igfe0

5,630
7,042
1,183
2,542

50
30,997

41,444

116
22
24
52

7

639

854

Schedule 2

PRGF-HIPC Trust Account
Contributions and transfers

for the yearc ended Aprll 30, 2005, and 2004

(ln thousands of SDRS)

Subaccount

PRGF.HIPC PRGF HIPC Comblned

P,c,dod anded ACtil 30,200/
Belgium
Belize

Fiji

Lawia

Mexico

Netherlands
Nigeria

NoMay
Poland

South Africa

St. Vincent and the Grenadines

SwiEedand
Tonga

Transfe6 frcm SDA

tudod andcd Ailll 30,2005
Belgium
Belize

Mexico

Netherlands
Nort\'ay

lndonesia
Poland

South Africa

St. Vincent and the Grenadines
Swiuerland

Transfers ftom SDA

3,745
20
2t

742
7,974

3,745
20
2L

142
7,974

3,683
734

1,156
2,630
4,000

tt
3,228

3

27,287
57,700

84,987:

734
1,156
2,630
4,000

7t
3,228

3

23,604
57,700

i1391

3,731
20

8,119

20,666
164,097

1i1199

3,683

3,790

3,683

_rq9

1,089
251
258

4,000
11

3,187

3,731
20

8,119
3,790
1,089

251
258

4,000
11

3,187

3,790

3,790

24,456
164,097

204

188,553



Membor

Umbre!!a Account for HIPC 0perations
Grants, interest, disbursements, and changes in resources

for the years ended April 30, 2005, and 2004

(ln thousands ofSDRs)

Grants from
PRGF.HIPC

Trust Account

Financial statements I Vll

Schedule 3

Dlsbursemonts
Endlng
balanco

opsnlng
balance

lnterest
oamod

Benin

Bolivia

Burkina Faso

Cameroon

Chad

Congo, Democratic Republic of the
Ethiopia

Gambia,The
Ghana

Guinea

Gurnea-Bissau

Guyana

Honduras

Madagascar
Malawi

Mali
Mauritania
Mozambique
Nicaragua

Niger

Rwanda

Senegal

Sierra Leone

Tanzania

Uganda

Zambia

tudod ended Apdt 30,2005
Benin

Bolivia
Burkina Faso

Camemon

Chad

Congo, Democratic Republic of the

Ethiopia
Gambia, The

Ghana

Guinea

Guinea-Bissau

Guyana

Honduras

Madagascar
Malawi

Mali
Mauritania

Mozambique
Nicaragua

Niger

Rwanda

Senegal

Sierra Leone

Tanzania

Uganda

Zambia

9,687
32,046
20,636

422
17

3,019
2,850

1,131
18,765

15,150

23,747
4,300

609
4,628

69,275
18,239

25,636
14,750

1,3 75

1,131
19,364

69,239

t7
13,860
10,804

12,205

23,843
4,602

t22
459
266

22
15

9
33

t74
b

25;
11

16
23

297
227
693
264

33

1

39
125
729
696

783

5,226

4,553
8,858

10,019
1,474
2,390

567
3,662

39
15,253

894

8,093
1

2,795
2,847

8,881
6,949
9,178
3,571
4,753

8
6,77 4

23,601
75,775
77,273

1 18,133

5,256
23,647
10,883

1,989
492

573
77,252

7

181
28

5
25,809
4,347

628
t,828

25,385
10,155
39,026
67,200
15,343

80
19,528
5,369

40,642
36,369

r,477

i!9491

2,7t6
40

170
916

5
9,906

31
2,198

24

33,975
16,883
47,stt

7,232
7,824

87
27

14,095
55,688
52,946

t18,8271

42],30s

5,256
23,647
10,883

1,989
492

573
t7,252

7

181
28

5
25,809
4,341

628
7,828

25,385
10,155
39,026
67,200
15,343

80
19,528
5,369

40,642
36,369

1,4771

g94q

202,093 275,747

2,885
11,294
10,485

1,984
808

1,138
3,603

1

13,866
1

8,7 44
6,899
2,775
1,810

9,133
3,827
9,313

13,883
6,118

3,918
13,181
5,357
9,879

15,183

626

2,446
72,7t5
72,222

23
1,064

582
33,372

11,595

75
362
229

18
5

16
359

900

43i
68
86
10

429
163
678

t,202
297

82
301

51
678
543

303

l_2e0.

56,454
28

5
17,516
11,370
9,403

28

16,681
6,491

30,391
54,519
21,727

20,087
11,250

63
37,447
27,729

118,354

489,961

717,200

285235

llncludes an additional gant contribution by the Netherlands to Zambia in the context of the HIPC lnitiative.

156,051

205
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Schedule 4

Membel

PRGF-H ! PC Trust Account
Cumulative contributions and transfers

as at April 30, 2005

(ln thousands ofSDRS)

Subaccount

PRGF.HIPC PRGF HIPC Comblnld

Algeria

Australia
Austria
Bangladesh
Barbados

Belgium
Belize

Brazil

Brunei Darussalam
Cambodia

Canada

China

Colombia
Croatia

Clprus

Denmark
Egvpt

Estonia

Frji

Finland

France

Gabon

Greece

lceland
lndia

lndonesia
lreland
lsrael
Italy
Jamaica

25,930
140

11,033
4

27

472

1,163
250

1,158
6,150

t2,s42
73

105
4,500
5,000
4,430

10,200

17,019
9,981

412
17,019
9,981
1,163

250

25,930
140

11,033
4

27

55,892
458

2,200
643
390

32p29 32,929
73,732

13
31

544

13,068
37

372
2t

2,583

73,732
13
31

544

13,068
37

372
27

2,583

55,892
458

2,200
643
390

375
3,937
1,189

43,309
1,800

375
3,937
1,189

43,309
1,800

40,156
1,158
6,150

72,942
73

105
4,500
5,000
4,430

10,200

3
32

978
249

2,669

Japan
Korea

Kuwait
Latvia

Luxembourg

lvlalaysia

Malta
Mauritius
Mexico

Moocco

98,35s
10,625

108
770
488

478
706
40

39,977
49

98,355
10,625

108
710
488

478
706
40

39,977
49

Netherlands
New Zealand
Nigeria

Norway

0man

Pakistan

Philippines
Poland

Portugal

Russian Federation

Samoa
San Marino
Saudi Arabia

Singapore
Slovak Republic

16,347,23,809

206
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32

978
249

2,669
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Schedule 4 (concluded)

PRGF-H I PC Trust Account
Cumulative contributions and transfers

as atApri! 30,2005
(ln thousands ofSDRs)

Subaccount

Membsr PRGF.HIPC PRGF HIPC Comblnod

Slovenia

South Africa
Spain
Sd Lanka

St. Vincent and the Grenadines

Swaziland

Sweden

SwiEerland
Thailand
Tonga

Tunisia

United Arab Emirates

United Kingdom
United States
Vietnam

Tmnsfe6 from SDA

Transfem from GRA

311

16,550
20,895

311
20,895
16,550

t2
55

20
5,322

16,015
350

3

72
55

20
s,322

16,015
350

J

136
353

495,490

573,794
72,456

646,250

7,747,740

136
353

57,388
221p32

10

818,415

573,794
72,456

646,250

1,464,66523,809

23,551

10

23,809

33,837
221,932

299,1 16

199,119

llncludes an additional grant contribution by the Netherlands to zambia in the context of the HlPc lnitiative.

207



Dclotttc & Touchc tLP
surte 500
555 12th Street, NW

Washrngton, DC 20004-1207
USA

Tel: +7202 879 5600
Fax:. +1202 879 5309
www.deloitte.com

lndcpendcnt Audltorc' Report

To thc Boad of Govcrnorc

of thc lntcrnaUonal Monctary Fund

Whrhlngton, DC

We have audted the accompanying balance sheet as ofApnl 30,2005, and the related statements of income, changes in resources, and cash flows forthe
year then ended of the following entities:

other Administered Accounts (the iAccounts')

' Administered Account Japan

' Adminrstered Account for Selected Fund Activrtres - Japan

' Framework Admrnistered Account forTechnical Assistance Activtttes
. Administered Account - Spain

' Supplementary Frnancing Facility Subsidy Account

' The Post-Conflict and Natural Disaster Emergency Assistance Subsidy Account

Ihese financial statements are the responsibrlity ofAccounts management. Our responsibility is to express an opinion on these financral statements based

on our audit.The Accounts'financial statements as of and for the year ended April 30, 2004, were audited by other audrtors, whose report dated June 7,

2004, expressed an unqualtfied opinton on those statements.

We conducted our audit in accordance wfth lnternational Standards on Auditing and aud[rng standards generally accepted rn the Untted States ofAmenca.
Ihose standards require that we plan and perform the audit to obtain reasonable assurance about whether the financral statements are free of material mis-

statement. An audit includes consideration of rnternal control over financial reporting as a basis for designing audit procedures that are appropnate in the

circumstances, but not for the purpose of expressing an oprnion on the effectiveness of the Accounts' internal control over financial reporting. Accordingly, we

express no such opinion. An audft also includes examining, on a test basrs, evrdence supporilng the amounts and dtsclosures in the flnancial statements,

assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financtal statement presentatron.

We believe that our audrt provides a reasonable basis for our oprnron.

ln our optnion, such 2005 financial statements present fairly, in all material respects, the financral posrtron of the other Admtnistered Accounts at April 30,
2005, and the results of their operations and their cash flows for the year then ended in conformity with lnternational Financial Reporting Standards.

Deloitte.

V""l* ,-1.-.-l* uP

TMFANNUAL REPoRT | 2OOs

June 14,2005

Member of

Delortte Touche Tohmatsu
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Other Ad ministered Accou nts
Notes to the financial statements

as atApril 30,2005, and 2004

7. Nature of operations

At the request of members, the IMF has established special purpose

accounts to administer contributed resources and to perform financial and

technical services consistent with the purposes of the IME The assets of

each account and each subaccount are separate from the assets of all

other accounts of, or administered by, the IMF and are not to be used to

discharge liabilities or to meet losses incurred in the administration of other

accounts.

Administered Account Japan

At the request of Japan, the IMF established an account on March 3, 1989,

to administer resources made available by Japan or other countries with

Japan's concunence that are to be used to assist certain members with over-

due obligations to the IME The resources of the account are to be disbursed

in amounts specified by Japan and to members designated by Japan.

Administered Account for Selected Fund Activities-Japan

At the request of Japan, the IMF established the Administered Technical

Assistance Account-Japan on March 19, 1990, to administer resources

contributed by Japan to finance technical assistance to member countries.

0n July 21, 1997, the account was renamed the Administered Account for

Selected Fund Activities-Japan and amended to include the administration

of resources contributed by Japan in support of the IMF'S Regional 0ffice for

Asia and the Pacific (oAP). Ihe resources of the account designated for

technical assistance activities are used with the approval ofJapan and

include the provision of scholarships.The resources designated for the 0AP

are used as agreed between Japan and the IMF for certain activities of the

IMF with respect to Asia and the Pacific through the oAP Disbursements can

also be made from the account to the General Resources Account to reim-

burse the IMF for qualifying technical assistance projects and OAP

expenses.

Framework Administered Account for Technica I

Assistance Activities

The Framework Administered Account forTechnical Assistance Activities ("the

Framework Account') was established by the IMF on April 3, 1995, to receive

and administer contributed resources that are to be used to finance techni-

cal assistance consistent with the purposes of the IME The financing of tech-
nical assistance activities is implemented through the establishment and

operation of subaccounts within the Framework Account. Resources are to

be used in accordance with the written understandings between the contrib-

utor and the Managing Director. Disbursements can also be made from the

Framework Account to the General Resources Account to reimburse the IMF

for its costs incurred on behalf of technical assistance activities financed by

resources from the Framework Account.

Subaccount for Japan Advanced Scho/ars hip Program

At the request of Japan, this subaccount was established on June 6, 1995,

to finance the cost of studies and training of nationals of member countries

in macroeconomics and related subjects at selected universities and institu-

tions.The scholarship program focuses primarily on the training of nationals

ofAsian member countries, including Japan.

Rwa nd a-M ac roeconomic M an a geme nt C a paciy Su b accou nt

At the request of Rwanda, this subaccount was established on

December 20, 1995, to flnance technical assistance to rehabilitate and

stren$hen Rwanda's macroeconomic management capacity.

Australia-lMF Scho/arshrp Program for Asia Subaccount

At the request ofAustralia, this subaccount was established on June 5,

1996, to finance the cost of studies and training of government and central

bank officials in macroeconomic management so as to enable them to con-

tribute to their countries'achievement of sustainable economic gowth and

development.The program focuses primarily on the training of nationals of
Asian countries.

Switze rl a nd Technical Asslstance Subaccount

At the request of Switzerland, this subaccount was established on August

27, 1996, to finance the costs of technical assistance activities of the IMF

that consist of policy advice and training in macroeconomic management

Fre nch Tech ni cal Assistance Subaccount

At the request of France, this subaccount was established on September 30,

1996, to cofinance the costs of training in economic fields for nationals of

certain member countries.

Den m a rk Iechnlcal Assis ta nce Su b a cco u nt

At the request of Denmark, this subaccount was established on August 25,

1998, to flnance the costs of technical assistance activities of the IMF that

consist of advising on policy and administrative reforms in the fiscal, mone-

tary, and related statistical flelds.

Australia Iechnlcal Assistance Subaccou nt

At the request of Australia, this subaccount was established on March 7,

2000, to finance the costs of technical assistance activities of the IMF that

consist of advising on the design of policy and administrative reforms in the

fiscal, monetary, and related statistical fields, as well as to provide training in

the formulation and implementation of macroeconomic and financial
policies.

The Nethe rl a nds lechnlcal Assis ta nce Su b accou nt

At the request of the Netherlands, this subaccount was established on

July 27,2000,1o finance poects that seek to enhance the capacity of the
members to formulate and implement policies in the macroeconomic, fiscal,

monetary, financial, and related statistical fields, including training programs

and projects that strenghen the legal and administrative framework in these

core areas.

2!2



The United Kingdom Department for lnternational Development
(DFl D ) Tech nical Assistance Subaccount

At the request of the United Kingdom, this subaccount was established on

June 29,2001, to finance projects that seek to enhance the capacity of the

members to formulate and implement policies in the macroeconomic, fiscal,

monetary, financial, and related statistical fields, including training programs

and projects that stren$hen the legal and administrative framework in these

c0re areas.

Italy Tech nical Assistance Subaccount

At the request of ltaly, this subaccount was established on November 16,

2001, to finance projects that seek to enhance the capacity of certain mem'

bers to formulate and implement policies related to fiscal, financial, and sta'

tistical standards and codes, including training programs and projects that

stren8[hen the legal and administrative framework in these core areas.

Pacific Financial Technical Asslstance Centre Subaccount

At the request of Australia and New Zealand, this subaccount was estab-

lished on May 22,2002,1o finance activities of the Pacific FinancialTechni-

cal Assistance Centre that seek to enhance the capacity of Pacific island

countries and territories to formulate and implement policies related to

macroeconomic, fiscal, monetary, financial, and statistical fields, including

training and activities that strengthen the legal and administrative framework

in these core areas.

Africa Retional lechnlcal Assistance Centers Subaccount

At the request of France, Germany, ltaly, the Netherlands, Noruay, Sweden,

and the United Kingdom, this subaccount \vas established on August 9,

2002,1o finance activities of the Africa Regional Technical Assistance Cen-

ters that seek to support the Poverty Reduction Strategy Paper process in

sub-Saharan African countries by fostering the capacity for sound macro-

economic management, strong fiscal institutions and financial systems, and

timely and accurate collection and dissemination of economic data, includ-

ing training and activities that strengthen the legal and administrative

framework in these core areas, The resources of this subaccount are con-

tributed by the above governments and other governments or official agen-

cies, including the Russian Federation, Luxembourg, China, and Switzerland,

that reached an understanding with the IMF subsequent to the establish-

ment.

Sweden lechnical Asshtance Subaccount

At the request of Sweden, this subaccount was established on November 25,

2002,1o finance projects that seek to enhance the capacity of members to

formulate and implement policies in the macroeconomic, fiscal, monetary,

financial, and related statistical fields, including training programs and proj-

ects that stren$hen the legal and administrative framework in these core

areas.

Chi n a Tech ni cal Assistance Su baccou nt

At the request of the People's Republic of China, this subaccount was estab-

lished on May 23, 2003, to finance projects that seek to enhance the capac-

ity of members to formulate and implement policies in the macroeconomic,

fiscal, monetary, financial, and related statistical fields, including training

programs and projects that strengthen the legal and administrative frame-

work in these core areas.
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Iechnical Assls tance Subaccount for lraq

At the request of Australia, Canada, ltaly, and the United Kingdom, this sub-

account was established on )uly 22,2003, to finance technical assistance

activities that seek to enhance the capacity of lraq to formulate and imple-

ment policies in the macroeconomic, fiscal, monetary, financial, and related

statistical fields, including training programs and activities that stren$hen

the legal and administrative framework in these core areas.The resources of

this subaccount are contributed by the above governments and the govern-

ment of Sweden, which reached an understanding with the IMF subsequent

to the establishment.

Canada lechnical Assis tance Su b accou nt

At the request of Canada, this subaccount was established on January 28,

2004, to finance projects that seek to enhance the capacity of members to

formulate and implement policies in the macroeconomic, fiscal, monetary,

financial, and related statistical fields, including training programs and proj-

ects that strengthen the legal and administrative framework in these core

areas.

Middle East Regional Iechnlcal Asslstance Center Subaccount

At the request of France and Lebanon, this subaccount was established on

August 20, 2004, to finance the technical assistance activities of the Middle

East Regional Technical Assistance Center (MEIAC). MErAC seeks to support

the efforts of the participating countries/territories to achieve effective

macroeconomic management, strong fiscal institutions and financial sys-

tems, and timely and accurate collection and dissemination of economic

data, including training and activities that stren$hen the legal and adminis-

trative framework in these areas.The current MEI'AC's participating coun-

tries/territories include the lslamic Republic of Afghanistan, lraq, Jordan,

Lebanon, Libya, Sudan, Syria, West Bank and Gaza, and Yemen. The

resources of this subaccount are contributed by the above governments and

other governments or official agencies, including Egypt and Kuwait, that

reached an understanding with the IMF subsequent to the establishment.

Iechnical Assis tance Subaccount to Support Macroeconomic

and Financial Policy Formulation and Management

At the request of Nomay, this subaccount was established on September 29,

2004, to finance projects that seek to enhance the capacity of members to

formulate and implement policies in the macroeconomic, fiscal, monetary,

financial, and related statistical fields, including training programs and proj-

ects that strengthen the legal and administrative framework in these core

areas. The activities to be financed from the Subaccount will seek in the first

instance to enhance the capacity of Poverty Reduction and Growth Facility-

eligible countries to formulate and implement the strategies needed to

achieve the goals described in their Poverty Reduction Strategy Papers in

those core areas of competence of the Fund, including strengthening their

anti-money-laundering and countering{he-financing-of-terrorism legislation

and implementation capacity, and improving central bank functions and

operations in low-income countries.

Spai n Tech ni cal Assistance Subaccount

At the request of Spain, this subaccount was established on March 2,2005,

to finance projects that seek to enhance the capacity of members to formu-

late and implement policies in the macroeconomic, fiscal, monetary, financial,

and related statistical fields, including training programs and projects that

strenghen the legal and administrative framework in these core areas.
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Administered Account-Spain

At the request of Spain, the IMF established an account on March 20,2001,
to receive and disburse resources up to $1 billion contributed by Spain for

Argentina. The resources of this account are to be used to assist Argentina in

the implementation of the adjustment program supported by the IMF under

the Stand-ByArrangementforArgentina approved on March 10,2000, and

augmented on January t2,2001.

Supplementary Financing Facility Subsidy Account

The Supplementary Financing Facility Subsidy Account administered by

the IMF was established in December 1980 to assist low-income develop-

ing country members to meet the costs of using resources made available

through the IMF's Supplementary Financing Facility and under the policy

on exceptional use. All repurchases due under these policies were sched-

uled for completion by January 31, 1991, and the final subsidy payments

were approved in July 1991. However, two members (Liberia and Sudan)

overdue in the payment of charges remain eligible to receive previously

approved subsidy payments of SDR 2.2 million when their overdue charges

are settled. Accordingly, the Account remains in operation and has retained

amounts for payment to these members after the overdue charges are
paid.

The Post-Conflict and Natural Disaster Emergency Assistance
Subsidy Account

TIe Post-Conflict Emergency Assistance Subsidy Account for PRGF-Eligible

Members was established in May 2001 to administer contributed resources

for the purpose of providlng assistance to PRGF-eligible members in support

oftheir adjustment efforts.The account was amended on January 21,2005,
to provide for the subsidization of emergency assistance for natural disasters

for PRcF-eligible members. Contributions to this account will be used to pro-

vide grants to PRcF-eligible members that have made post-conflict and natu-

ral disaster emergency assistance purchases under the IMF General

Resources Account, effectively subsidizing the basic rate of charge on these

purchases to 0.5 percent per annum.The subsidy to each eligible member

would be prorated if resources are insufficient to reduce the basic rate of

charge to 0.5 percent.

2. Summary of stgntficant accout'tting p0licies

Basis of accounting

The financial statements ofthe otherAdministered Accounts are prepared in

accordance with lnternational Financial Reporting Standards (IFRS). Specific

accounting principles and disclosure practices are explained further below.

IIe preparation of financial statements in conformity with IFRS requires

management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and lia-

bilities at the date of the financial statements and the reported amounts of

revenue and expenses during the reporting period. Actual results could differ

from those estimates.

Unit of account

Administered Account Japan, Administered Account for Selected
Fund Activities-Japan, and Framework Administered Account for
IechnicalAssistance Activities, and Administered Account-Spain

These accounts are expressed in U.S. dollars, All transactions and operations

of these accounts, including the transfers to and from the accounts, are

denominated in U.S. dollars, except for transactions and operations in

respect of the OAP which are denominated in Japanese yen, or transactions

in other currencies as agreed between Japan and the IME Contributions

denominated in other currencies are converted into U.S. dollars upon receipt

of the funds.

The Supplementary Financing Facility Subsidy Account,
the Post-Conflict and Natura/ Drsaster Emergency Asslstance
Subsidy Account

These accounts are expressed in terms ofSDRs.The value ofthe SDR is

determined by the IMF each day by summing the values in U.S. dollars,

based on market exchange rates, of the currencies in the basket. IIe
IMF reviews the SDR valuation basket every five years. The latest review

was completed in october 2000 and the composition of the SDR valua-

tion basket became effective from January 1,2001.The currencies in

the basket as ofApril 30, 2005, and 2004 and their amounts were as

follows:

Currencl Amount

Euro

Japanese yen

Pound sterling
u.S. dollar

0.4260
21.0000
0.0984
0.5770

As ofApril 30,2005, one SDR was equal to 1.51678 U.S. dollars (one SDR

was equal to 1.45183 U.S. dollars as ofApril 30,2004).

Transactions and operations of the accounts are denominated in SDRS. Con-

tributions denominated in other cunencies are converted into SDRS upon

receipt of the funds,

Cash and cash equivalents

Cash and cash equivalents include shon{erm deposits with a maturity of

less than ninety days.These deposits are carried at cost, which approximates

fair value. lnterest on these instruments varies and is based on prevailing

market rates.

Contributions

Bilateral contributions are reflected as increases in resources after the

achievement of specifled conditions and are subject to bilateral agreements

stipulating how the resources are to be used.

Payments to and on behalf of beneficiaries

Payments to and on behalf of beneficiaries are recognized when the speci-

fied conditions in the respective agreements are achieved.

Transfers

lnternal transfers of resources within the IMF are accounted for under the

accrual method of accounting.

Foreign currency translation

Foreign currency transactions are recorded at the rate of exchange on the

date of the transaction. At the balance sheet date, monetary assets and lia-

bilities denominated in foreign cunencies are reported using the closing

exchange rates. Exchange differences arising from the settlement of transac-

tion at rates different from those at the date of the transaction and unrealized

foreign exchange differences on unsettled foreign currency monetary assets

and liabilities are included in the determination of net income.
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Apdl 30,2005 Apdl 30,2004
Cumulatlvo Cumulatlyo Cumulatlw Cumulatlvo

contdbutom dlsburcementsl conMbutlons dlsburcemenkt

Administrative expenses

The expenses of conducting the activities of the other Administered Accounts

are incuned and borne by the General Department ofthe IMETo help defray

the expenses incuned by the IMF in the administration of the Administered

Account for Selected Fund Activities-Japan and the Framework Administered

Account forTechnical Assistance Activities, reimbursement equal to 13 percent

of the expenses financed from the accounts is paid to the General Resources

Account from these accounts.The Administered Account-Spain pays the Gen-

eral Resources Account an annual fee of $40,000 for administrative costs

incurred. As at April 30, 2005, the administrative costs for the Administered

Account for Selected Fund Activities-Japan amounted to $2.3 million ($2.8

million at April 30, 2004), and for the Framework Administered Account for

Technical Assistance Activities $2.2 million ($1.6 million at April 30, 2004).

Tlese amounts are included in payments to and on behalf of beneficiaries on

the statements of income and changes in resources.

Comparatives

When necessary, comparative figures have been reclassified to conform with

changes in the presentation of the current year.

3. Cumulative contributions and disburse/nerl[s

The cumulative contributions to and disbursements from these administered

accounts are as follows:

Apdl 30,2005 Apdl 30,2004
Cumulatlvo Cumulatho Cumulatlvo CumulatlYo

Account contrlbutlons dlsbunementsl contrltutlons dlsburssmontsl

(ln nillions of U.S. dollarc)

Adnlnhtercd Account hpan

Adntnlsletfd A@una fu Sehcled

Fund AcfiNes-&,pan
Technical assistance

Scholarships

ofiice ofAsia and Pacific

Fftngtroft( Adnlnlsfr,tstt A@unt
for locrrarcrr Assrsbnco Act vrue3

Subaccount for Japan Advanced

Scholarship Program

Rwanda-Macroeconomic Management

Capacity Subaccount

Ausualia-lMF Scholarship Program

forAsia Subaccount

SwiEerland Technical Assistance

Subaccount

French Technical Assistance Subaccount

Denmark Technical Assistance Subaccount

Australia Technical Assistance Subaccount

TIe Netherlands Technical Assistance

Subaccount

TIe United Kingdom DFID Technical

Assistance Subaccount

Italy Technical Assistance Subaccount

Paciric Financial Technical Assistance

Centre Subaccount

Aftica Regional Technical Assistance

Centers Subaccount

Sweden Technical Assistance Subaccount

China Technical Assistance Subaccount

Canada Technical Assistance

Subaccount

Technical Assistance Subaccount ror lraq

[,liddle East Regronal Technical

Assistance Subaccount

Technical Assistance Subaccount to

Support l\4acroeconomic and

Financial Policy Formulation and

lranagement

Spain Technical Assistance Subaccount

135.2 72.5

1.J

Ad nlnlrtarcd A@aunt-Spetn

Ihe Post-Conftlct end Netural

orsaste, E re4lorc/ Assrst nco

Su,f,ldy Ac,aunt

(ln millions ol U.S. doilar)

835.6 835.5

(ln mil,ons ofsoRs)

9.6

&!5.5 835.8

1.92.320.6

72.5

23t.7
207.2

15.8

8.7

60.6

12.3

1.b

J.U

L2.r
0.5
3.9
0.1

4.3

5.4

1.0

2.6ao

135.2

245.3

217.7

18.3

9.3

82.7

13.2

1.f,

3.4

16.1

1.2

5.6

0.3

5,1

224.4

200.6
15.7

8.1

209.3

188.3

13.4

7.6

40.8

10.5

t.D

2.6

10.0

0.5
1.6

2.6

4.2

0.5

1.5

4.8

0.1

58.3

11.7

1.5

l.b

11.4

0.8
3,8
0.3

a)

4.4
2.8

lDisbursements had been made ftom resources contibuted to these accounts as well as from interest

earned on these resources.

4. Transfer of resources

Resources of the Supplementary Financing Facility Subsidy Account in

excess of the remaining subsidy payments are to be transferred to the Spe-

cial Disbursement Account. At April 30, 2005, and 2004, subsidy payments

totaling SDR 2.2 million had not been made to Liberia and Sudan and were

being held pending the payment of overdue charges by these members.

5. Accou nts term i nati on

Administered Account Japan

Jhe account can be terminated by the IMF or by Japan at any time. Any remain-

ing resources in the account at termination are to be returned to Japan.

Administered Account for Selected Fund Activities-Japan

The account can be terminated by the IMF or by Japan at any time. Any

resources that may remain in the account at termination, net of accrued lia-

bilities under technical assistance pOects or in respect of the 0AB are to be

returned to Japan.

Framework Administered Account for Technical

Assistance Activities

The Framework Account or any subaccount thereof may be terminated by the

IMF at any time. The termination of the Framework Account shall terminate

each subaccount thereof. A subaccount may also be terminated by the con-

tributor of the resources to the subaccount.Termination shall be effective on

the date that the IMF or the contributor, as the case may be, receives notice

of termination. Any balances, net of the continuing liabilities and commit-

ments under the activities financed, that may remain in a subaccount upon

its termination are to be returned to the contributor.

Administered Account-Spain

The account will be terminated when Argentina repays all the resources that

were disbursed from the account to Argentina, or at an earlier time as agreed

between Spain and the lM[ following consultations between Spain and

Argentina. Any remaining resources in the account at termination are to be

returned to Spain.

The Post-Conflict and Natural Disaster Emergency Assistance

Subsidy Account

The account can be terminated by the IMF at any time. Any remaining bal-

ances after discharge of all obligations ofthe account upon the account's

termination are to be returned to the contributors in proportion to their

contributions.

6.6
2.8

14.9

1.1

0.2

10.0

0.5
0.1

8,7
1.1

0.2

1.5

4.5
0.6
2.1 oi

0.6

0.5

1.f,

2.0
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Acronyms and abbreviations

AfDB

AFRTTAC

AMF

AMVCFT

APEC

ASEAN

BCEAO

Brs

cAc

CAEMC

CARTAC

ccA
CFF

crs
COFER

CPIA

CPIS

cs0
DQAF

DSBB

ECB

ECCU

EC0S0C

ECOWAS

ECU

EFF

EMU

ENDA

EPCA

ERM, ERM2

ESAF

EU

FATF

FCC

FDI

FSAP

FSSA

FY

GAB

GDDS

GDP

GFSR

GNP

GRA

HIPC

IAIS

IAS

ICFIU

IDA

tE0

IF

IFF

lFFlm

tFt

IFRS

IFS

ilF

IMFC

I-PRSP

rTD

JSA

LIA

MDB

MDG

METAC

MTBF

MTEF

NAB

NGO

NPV

OAP

OBP

OECD

OED

0Fc

0rA

OPEC

0114

PFTAC

PIN

PPM

PRGF

PRS

PRSP

RAP

RAP

ROSC

SAF

SCA-1

SDA

SDDS

SDMX

SDR

SGP

SIMSDI

SRF

SRP

S&P

TA

TAIMS

TIM

TRS

UN

UNCTAD

UNDP

VAT

WAEMU

wcc
WCL

wE0

WIO

African Development Bank

Africa Regional Technical Assistance Center

Arab Monetary Fund

Anti-money-laundering/combating the financing of terrorism

Asia-Pacifi c Economic Cooperation

Association of South EastAsian Nations

Central Bank of West African States

Bank for lnternational Settlements

Collective action clause

Central African Economic and Monetary Community

Caribbean Regional Technical Assistance Center

Contingent claims approach

Compensatory Financing Facility

Commonwealth of lndependent States

Composition of 0fficial Foreign Exchange Reserves

Country Policy and lnstitutional Assessment (World Bank)

Coordinated Portfolio lnvestment Survey

Civil society organization

Data Quality Assessment Framework

Dissemination Standards Bulletin Board

European Central Bank

Eastern Caribbean Cunency Union

UN Economic and Social Council

Economic Community of West African States

European currency unit

Extended Fund Facility

European Economic and Monetary Union

Emergency Natural Disaster Assistance

Emergency Post-Confl ict Assistance

European Monetary System s exchange rate mechanism

Enhanced Structural Adjustment Facility

European Union

Financial Action Task Force

Fonvard commitment capacity

Foreign direct investment

Financial Sector Assessment Program

Financial System Stability Assessment

Financial par
General Anangements to Borrow

General Data Dissemination System

Gross domestic product

Global Financial Stability Report

Gross national product

General Resources Account

Heavily lndebted Poor Counties

lnternational Association of lnsurance Supervisors

lnternational Accounting Standard

lnternational Confederation of Free Trade Unions

lnternational Development Association (World Bank)

lndependent Evaluation ofiice
lntegrated Framework

lnternational Finance Facility

lnternational Finance Facility for lmmunization

lnternational fl nancial institution

lnternational Financial Reporting Standards

lnternational Financial Statistics

lnstitute for lnternational Finance

lnternational Monetary and Financial Committee

lnterim Poverty Reduction Strategy Paper

lnternational Tax Dialogue

Joint stafi assessment

Lending into arrears

Multilateral Development Bank

Millennium Development Goal

Middle EastTechnical Assistance Center

Medium-term budgetary framework

Medium-term expenditure framework

New Arrangements to Borrow

Nongovernmental organization

Net present value

lMFs Regional 0ffice forAsia and the Pacific

office of Budget and Planning

0rganization for Economic Cooperation and Development

0perations Evaluation Department (World Eank)

offshore financial center

office of lnternal Audit and lnspection

organization of Petroleum Exporting Countries

office of Technical Assistance Management

Pacific Financial Technical Assistance Center

Public lnformation Notice

Post-program monitoring

Poverty Reduction and Growth Facility

Poverty Reduction Strategy

Poverty Reduction Strategy Paper

Resource Allocation Planning

Rights Accumulation Program

Report on the observance of Standards and Codes

Structural Adjustment Facility

First Special Contingent Account

Special Disbursement Account

Special Data Dissemination Standard

Statistical Data and Metadata Exchange

Special drawing right

Stability and Growth Pact (European Union)

Survey of lmplementation of Methodological Standards for

Direct lnvestment

Supplemental Reserve Facility

Staff Retirement Plan

Standard and Poor's

Technical assistance

Technical Assistance lnformation Management System

Trade lntegration Mechanism

Time-reporting system

United Nations

UN Conference on Trade and Development

United Nations Development Program

Value-added tax

West African Economic and Monetary Union

World Council of Churches

World Confederation of Labor

World Economic 0utlook
World Trade 0rganization
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