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Rome, 18-19 April 2002

INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA13)

HIPC DEBT RELIEF TRUST FUND SUPPORT FOR REGIONAL AND SUB-
REGIONAL MULTILATERAL CREDITORS

1. As requested at the First Session of the Consultation on the Sixth Replenishment of IFAD’s
Resources, the Fund has obtained information from the World Bank on the structure, modus operandi
and resource situation of the Bank-administered HIPC Debt Initiative Trust Fund. This information is
contained in the attached document entitled HIPC Debt Relief Trust Fund Support for Regional and
Sub-regional Multilateral Creditors.

2. IFAD participated in the Debt Initiative for Heavily Indebted Poor Countries (HIPCs) from the
beginning, in view of the fact that the Debt Initiative was designed to offer a comprehensive exit
strategy – i.e. all eligible countries would see the totality of their debt vis-à-vis any creditor reduced to
a sustainable level. The initial estimates of the net present value (NPV) cost to IFAD in 1996 of the
Initiative amounted to less than USD 70 million.

3. In order to help multilateral creditors finance their participation, a trust fund for the Initiative
was established under the administration of the World Bank. “The HIPC Debt Initiative Trust Fund is
an instrument of the donors to the Trust Fund. The Trust Fund provides funding to eligible creditors,
based on the instructions of the donors.” The Netherlands had provided a significant direct
contribution to IFAD towards its estimated cost of participation in the original Initiative of under
USD 70 million.  Therefore, as stated in footnote 10 of the document, “… IFAD had been expected to
fund its HIPC costs from internal resources and direct contributions from donors”.

4. In 1999 the decision was taken to enhance the Debt Initiative in order to provide the eligible
countries with deeper, broader and faster debt relief.  IFAD’s costs of participation in the Initiative
rose sharply, several-fold to USD 440 million (nominal) or USD 257 million in NPV terms (as
estimated by the World Bank in footnote 10). In endorsing IFAD’s participation in the enhanced Debt
Initiative, the Governing Council reiterated the need for the Fund to minimize the impact on its
programme of work. To this effect, in addition to using internal resources, IFAD was asked to explore
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the possibility of mobilizing financing for the Initiative through direct external contributions and
securing access to the World Bank-administered Trust Fund.

5. Following this mandate from its Governing Bodies, IFAD has sought direct external
contributions for the Initiative, and has mobilized ‘IFAD-earmarked’ resources through the World
Bank-administered Trust Fund (Germany and Belgium; the European Commission and Switzerland
have also made commitments). In order to pursue this effort, IFAD organized a consultation on
7 February 2002. The conclusions of this meeting are summarized in EB 2002/75/R.14, to be
discussed by the Executive Board on 22 and 23 April 2002. One of the recommendations of the
meeting was that donors to the World Bank-administered Trust Fund explore IFAD’s access to the
core (not IFAD-earmarked) funding of the HIPC Debt Initiative Trust Fund.
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