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HE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: July 6, 1994

TO: Mr. Masood , Director, IEC

FROM: R.P. Brigish, Advi IEC

EXTENSION: 33868

SUBJECT: Paris Club Meeting: June 27-30, 1994

Introduction

1. Rescheduling negotiations were held with Ecuador, Jordan and the Congo, the

results of which are summarized below. Two items of note which arose either in the tour

d' horizon or during the heads of delegation dinner were: i) the United States delegation

indicated that Russia had signaled a desire to join the Paris Club as a creditor; and ii) Croatia

had accepted the Paris Club formula for the attribution of non-allocated debt of the former

Yugoslavia. These and other matters are summarized in country pages attached to this

memorandum. 1 It was announced that Mme. Obolensky had been appointed to a senior

position at the European Investment Bank, and was being replaced by Mr. Favour.

Ecuador

2. Creditors were supportive of the Government's adjustment program. Some

expressed the belief that the economy would respond to policy reforms with buoyancy. They

were thus firm in their resolve to design this rescheduling as an exit arrangement, and were

consequently unwilling to consider the Government's request for a consolidation of 1995

obligations. They counseled the Government to recognize that the benefits of an early exit

from the Paris Club would be greater than the financing that would be obtained from debt

relief covering an additional year.

3. Ecuador was accorded Houston terms, with very broad coverage (both arrears

and previously rescheduled debt being included in the rescheduling).

Jordan

4. Jordan was praised by many creditors for its payment efforts and for the

robustness of its adjustment program, although there was a hint by one delegation that Jordan

needed to do more to raise funds from Arab sources. The uncertainty underlying Jordan's

prospects was generally recognized, although there were items in the Government's request

which were not fully met. Houston terms were accorded -- softened quite considerably by

graduated payments -- but previously rescheduled debt and obligations due under Jordan's

1 Countries discussed during the tour d horizon were Brazil, Burkina Faso, Cambodia, Croatia, Egypt, Guatemala,
Honduras, Mauritania, Mozambique, Peru, Russia and Syria
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many lease arrangements were excluded from the deal. Jordan's request to raise the

percentage of obligations that could be subject to swaps to 20% was not accepted.

Congo

5. The rescheduling was preceded by much discussion on whether to accord

Enhanced Toronto terms to the Congo in light of the Bank's decision to grant the country

access to IDA resources. The Government said it felt the country would be penalized for

being an oil producer if enhanced concessions were not to be accorded. On the other hand,

Congo's economic management and payment record were considered to be far from

satisfactory by creditors. Since no consensus could be reached on the question of enhanced

concessions, and in order to avoid a repeat of the practice followed by several creditors under

the Cote d'Ivoire and Cameroon agreements of selecting the non-concessional option, it was

decided to accord Houston terms to Congo. Indeed, bowing to the inevitability of this result,
the Government modified its request to "at least Houston terms".

6. Houston terms were accorded on current dues, with less favorable terms being

granted for the arrears. The scope of the rescheduling was quite comprehensive, covering all

pre cut-off date obligations, with some deferral of post cut-off date dues. There were no

graduated payments. There is a tacit agreement among creditors to be more inclined to grant

enhanced concessions on Congo's expected return to the Paris Club in 1995 once it enters into

an ESAF with the Fund.

Summary

7. Reschedulings to date in 1994 are summarized below.

Paris Club Rescheduling Agreements 1994
US$ millions

Consolidation

Country Date Amount Cut-off-date period through Terms

Kenya 19-Jan-94 535 31-Dec-91 arrears end-'93(2) Standard (1)

Senegal 3-Mar-94 237 1-Jan-83 31-Dec-95 Enhanced Toronto

Niger 4-Mar-94 160 1-Jul-83 31-Mar-95 Enhanced Toronto

Cote d'Ivoire 22-Mar-94 1,849 1-Jul-83 31-Mar-97 Enhanced Toronto

Cameroon 24-Mar-94 1,259(*) 31-Dec-88 3 -Sept-95 Enhanced Toronto(3)
CAR 12 Apr 94 33 1-Jan-83 31-Mar-95 Enhanced Toronto

Bulgaria 13-Apr-94 200 1-Jan-91 30-Apr-95 Standard

Gabon 15-Apr-94 1,360 1-Jul-86 31 -Mar-95 Standard (modified)

Algeria 31-May-94 5,000 30-Sept-93 31-May-95 Standard (modified) (1)

Russia 4-June-94 7,100 1-Jan-91 31-Dec-94 Standard (modified) (1)
Ecuador 27-June-94 300 1-Jan-83 31-Dec-94 Houston (2)

Jordan 28-June-94 1,200 1-Jan-89 31-May-97 Houston (1)

Congo 30-June-94 1,000 (4) 1-Jan-86 31-May-95 Houston

(1) With graduated payments
(2) Exit agreement
(3) on current maturities only. Houston terms on arrears
(4) of which about 10% was deferred
(*) of which about 2/3 were arrears.
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Next Meeting

8. The final meeting prior to the summer recess is to be held during the week of July
18. Sierra Leone has been scheduled for negotiations. There is at this point no intention to
accede to the request of the Philippines' authorities for a rescheduling, on the grounds that

debt relief is no longer considered appropriate for that country.

Attachment

Distribution

Messrs/Mmes: Karaosmanoglu, Sandstrom, Stem, Bruno, Jaycox, Kaji, Koch-Weser, Thalwitz,
Wood, Linn, Burki, Kashiwaya, Baird, Edwards, I. Husain, Thomas, Nankarni,
Page, Selowsky, Gelb, Donovan, Nishimizu, Bhattacharya, Lav, Pfeffermann,
Shakow, Johannes, Jun, Reyes, Wyss, Handwerger, Institutional ISC.

Messrs/Mmes: Guerard, Katz, Rosenberg (African Countries)

Lafourcade, Derbez, AF1

Marshall, Sarbib, AF5

Denning, Patel, AF6

Madavo, Ikram, EAl

Dervis, Noel, EC2

Cheetham, Huang, EC3

Steckhan, Papageorgiou, LA1

Segura, Lacey, LA2

Loh, Dowsett-Coirolo, LA4

Chopra, Voyadzis, MN2

RBrigish/mct
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TELEX

DU TRESOIk6ON NUMERO P?2 A,(/'1/53 POUR M. FERNANDO HENRIQUE CARDOSO
MINISTRF.DES FINANCES DU BRESIL

MR MINISTER,

ON BEHALF OF THE PARIS CLUB CREDITOR COUNTRIES ALLOW ME TO
CONGRATULATE YOU ON YOUR APPOINTEMENT AS MINISTER. THE CREDITOR COUNTRIES
LOOK FORWARD TO A CONTINUING PRODUCTIVE RELATIONSHIP WITH THE BRAZILIAN
AUTHORITIES.

IN YOUR LETTER DATED MAY 15, 1993, YOU ASKED THE CREDITOR COUNTRIES
TO POSTPONE AGAIN THE DEADLINE OF DECEMBER 31, 1992 REFERRED TO IN ARTICLE
IV.4 OF THE AGREED MINUTE OF FEBRUARY 26, 1992, THAT THE CREDITOR COUNTRIES
HAD ACCEPTED TO POSTPONE TO MAY 31, 1993. THE CREDITOR COUNTRIES NOTE THAT
THE CONDITIONS FOR THE SECOND STAGE HAVE NOT BEEN MET.

CREDITOR COUNTRIES ARE VERY CONCERNED BY THE FACT THAT THE
REVIEW OF THE ARRANGEMENT WITH THE INTERNATIONAL MONETARY FUND HAS NOT
BEEN COMPLETED AND THAT AGREEMENT HAS NOT BEEN REACHED WITH THE
INTERNATIONAL MONETARY FUND BEFORE MAY 31, 1993. NEVERTHELESS, CREDITOR
COUNTRIES ACCEPT NOT TO TAKE ACTION AT THIS TIME. BUT ON BEHALF OF THEM I
URGE YOU TO DO YOUR UTMOST TO REACH AS SOON AS POSSIBLE AN ARRANGEMENT
WITH THE FUND. CREDITOR COUNTRIES RESERVE THE RIGHT TO IMPLEMENT THE
PROVISIONS OF ARTICLE IV.4 OF THE SAID AGREED MINUTE IF THEY DEEM IT
NECESSARY.

THE CREDITOR COUNTRIES ARE ALSO VERY CONCERNED BY THE FACT THAT
YOU HAVE NOT YET CONCLUDED ALL BILATERAL AGREEMENTS AND URGE YOU TO DO
SO WITHOUT DELAY.

PLEASE ACCEPT, MR MINISTER, THE ASSURANCES OF MY HIGHEST ESTEEM AND
OF MY BEST REGARDS.

SIGNE:
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-ON BEHALF OF THE PARIS CLQ6 CREDITOR CLtXTRIES PU&LW Mk T
PIiRATLLATE YVOU ON VOUR APPOINTEPENT AS MiNISTER. THE CREDZTTOR

CCwTRIES LOOK FORv4RD TO A CON TIMI N PRODUC TZWE REL ATi WSHa" P ul TH
STHE BRAZILIAN AUTHORITIES.

IN A LETTER DATED FEBRUARY 1 1993. YOUR PREDECESSuhR NR
PALAO ROBERTO HADD4Dr M4S ASAED THE CEDI TVR COLN TRiES TO POSTPONE
THE DEADLINE OF DECEMBER 31, 1992 REFERRED TO IN ARTICLE I V.Z OF THE
AGREED MINUTE OF FEBRUARY 26, 1992.

FIRST OF ALLP CREDITOR COUNTRIES ASAEJ HE TO CCNVEY THiEiR
CONCERN ABOUT ACCUNULATION OF ARREARS VIS-A-VIS THEM INCLDINi Otv
POST CUT OFF DATE AND SHORT TERM CLAIMS. THEREFORE THEY RazE YOU TO
DO YUR UTMOST TO CLEAR THESE ARREARS XNMEDIATELY ANj, CONF..TE 4
RECONCILIATIOV OF DEBTS REFERRED TO IN ARTICLE Zir1.

H(IoEVERP I Ah PLEASED TO INFORN; VUUi THAT TrHE LM1I R
COUNTRIES HAVE DECIDIED TO POSTPONE THE ABOVE MEN TI ONN1E1 DE&i E To-
hAv* .3u, 1993. IN TriE MEANTiNE, THE PROVIS10oNS OF THE A4riED0 N;iv&T 01
FESRUARY 26, 1992 kiLL 'ALSO APPLY TO AMOUNTS DUE FRVm FEBWtr6, r
199.J ON CREDITS, .LOAIVS ANiD CONSOLIDA TIONS, PENTimINED iZN Pn's--. .
OF THE AiREED MINULitE.

;&ET ME STRESS HUWEivER THAT BEFORE May 31, 19'.z, kou itt
HAVE EITi$R TO CONFLETE TNE REvIEW OF THE ARRANtEMENT APPROVD Br ir,
INTERNATIW&AL MONETARY FUND LAST YEAR OR TO REACH A NE APpUPo4~i,
ARR4ANGv.EMEMT JITH THE FUND. PAYMENTS REFERRED Tod IN ARTi.4k i'_ J :-
NiLL ALSO NAVE TO BE COMPL.ETED BE-)RE THIS DA TE. iF Trin T NEF ;v
CASE, CREDITOR COUNTRIES MAY TERNiANATE THE ARRANtiENENv : AN 7nP.: 7=

TPIE EXTENSION OF THE CONSOLi.iATIOW PERIOD NjLL CEASE AVLD A-L.
MATURITIES DUE FROM FEBRmRY 1. 1993 NZLL HAVE To BE PAii A.RD
TO ThE ORZIGINAL SCHEDULES.

PLEASE ACCEPT, MR MINISTER, THE ASSURANCES OF fir fnA -r-'
ESTEEM AND OF Mk BEST REGARDS.'

FIN DE CITATIW

AMICALEMET .
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F €N P0MEiE A LA LET~ OE - Q.A4. f ETO M4DD1APe MINIS TR.E
FZANS RE SI Lw GUE .E t'0US Al $T SE PAR -TELEX 4~

- 1-tlDB Ue FEVRJIER, VUSJ WOUDREZ B N. TROU/VER CIZ-A PRES JE TEX TE
N# PROJE T bTPSS E D' A T TENT E LUE P ROPOSE DJE LUL ADRESSER ,

USAF OBJECTIbN DE VOTRE PART AVANT 7tw QiRS.

EBUJT DE CJYATION --

MR MINISTER,

I REFER TO YOU/R LETTER DATED FEBRUARY 1, 1993 THAT I
TRtANSMI TTED TO THE CREDLTWR COUN TRIES.

T HE CREDI TOR CUUNT RIE b ASKE D MYE TO INFURM VOU TH A T ~rfe Y
MiLL BE IN A POI TI ON TU GIVE VOU THEiR ANSWER ABOUT YOUR/f REaaL'ST TO
POSTP*NE TO A LATER DATE THE DEADLINE OF DJECEMBER~ 31, 1992 REFERREDL
TO IN ARTICLE AVA4 OF THE AGiREED) MJNUTE OF FEBRUARY' 26, 1992 BY THE
END' OF PM4A'H.

IN 1* MEANI.rl, iHE PRJVISIONS OF THE AREED MANU1E 0l
FELUARY 2g, 1992E WJILL COJN1INUJE TO APPLY.

THE CRESL TOR COUNTRIES NLL AT TACH THE GREATES IMPR/ANCr
TU THE EFORT YUR COUNTRY WILL HAVE MADE EITHER TO COMPiETE INX
REVIENJ OF THE ARRANEMENT APPRoVED BY 1HE INTERNATIONAL MUNE TAHY FUND
LAST YEAR OR TU REACH A NEW ARRANIEMRANT WITH THE FUND.

PLNSITEASTTE ACET• MR CONSTRES.TEASRNESU YHtMh

ESTEN AN OF MY EST REARuE, .

TOINEJALC, MR. OFIN$t~~ THE AS~F0MNUEO FERAVlr 26t MYV B~3v l&

FANE DE0JV CJN[AS IL TTC TE RUNS

SIGNE ANNE LE LOREivr -'*-- L 7 INTERNATIONA -LATYA RTaRAHANWANNiHITkjr r4EFjD

PLAEACP9M tIITH H SAN/t:SU YH'3j~
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270969+.
AMSUI 270969F
168 2256 U
TRESOR 220962F

F1/AX940XX
MONSIEUR KAUSCH - A BONN (ALLEMAGNE
MONSIEUR FRENCH - NINISTERE DES AFFAIRES ECONOMIQUES ET
FINANCIERES - DELEGATION AUSTRALIENNE AUPRES DE L' 0. C. D. E. A
PARIS
MONSIEUR ROCHEL - - AMASSADE D' AUTRICHE A PARIS
1A6DAM WEISSBACHER - BUNDESMINISTERIUM FUR FINANZ A VIENNE
(AUTRICHE)

MONSIEUR LENAIRE - - ADMINSTRATION DE LA TRESORERIE A BRUXELLES (
BELGIQUE )
MONSIEUR DUPONT AFFAIRES ECONOMIQUES - AMASSADE DU CANADA A
PARIS
MONSIEUR SVANE - - AMASSADE DU DANEMARK A PARIS
MONSIEUR BODELSEN MINISTRY OF FOREIGN AFFAIRS - COPENHAGUE
(DANEMARK)

MADAME IRANZO - MINISTERIO DE ECONOMIA Y HACIENDA - MADRID
(ESPAGNE)

MONSIEUR SENPERE - AMBASSADE D'ESPAGNE A PARIS
MONSIEUR JOE YUN - AMBASSADE DES ETATS -UNIS D'AMERIQUE A
PARIS
MADAME KIEKKO DELEGATION DE LA FINLANDE AUPRES DE L'O. C.D.E. A
PARIS
MONSIEUR MAC HALE - DEPARTMENT OF INDUSTRY AND COMfERCE - DUBLIN
(IRELANDE)

MONSIEUR ZAMBONI - MINISTERIO AFFARI ESTERI - (ITALIE)
MONSIEUR ARICHI -AFFAIRES FINANCIERES - AMASSADE DU JAPON A PARIS
MONSIEUR BERNTZEN - MINISTERE DES AFFAIRES ETRANGERES A OSLO
(NORVEGE)

MADAME VAN EE - - MINISTERY OF FINANCE - LA HAYE (PAYS -BAS)
MONSIEUR NORTIMER - H.M. TREASURY AEF DIVISION - LONDRES (GRANDE -
BRETAGNE)
MADAME CARIN WALL - MINISTERE DES FINANCES - STOCIOLM (SUEDE)
MONSIEUR NINZAP- AFF. ECONOMIQUES ET FINANCIERES - AMBASSADE DE
SUISSE A PARIS

PARIS LE 17/06/94
DU TRESOR SON NUMERO 94/292/NC
POUR L'ENSEMBLE DES PAYS CREANCIERS (VOIR LISTE JOINTE)

VOUS VOUA.REZ BIEN TROUVER CI-JOINT LE TEXTE DE LA LTTRE
QUE NOUS ADRESSERONS LE 22 JUIN PROCHAIN A MONSIEUR RICUPERO,
MINISTRE DES FINANCES DU BRESIL, SAUF OBJECTION DE VOTRE PART D'CI
LA.

DEBUT DE CITATION

'MR MINISTER,

THE CREDITOR COUNTRIES ASKED ME TO INFORM" YOU THAT MOST OF
THEM HAVE REPORTED ARREARS WITH RESPECT TO PAYMENT OBLIGATIONS DUE
TO THEM BOTH ON PRE AND POST CUT OFF DATE DEBT, IN SPITE OF THE
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DECISION OF BRAZIL TO MAINTAIN ALL PAYMENTS DUE TO PARIS CLUB
CREDITORS ON A CURRENT BASIS, AS EXPRESSED IN THE LETTER OF IR
FERNANDO HENRIQUE CARDOSO DATED SEPTEABER 24, 1993.

THE CREDITOR COUNTRIES WOULD LIRE TO STRESS THE IMPORTANCE
THAT THEY ATTACH TO YOUR COMMITMENT. THEY ARE PREPARED TO DO ALL
EFFORTS NEEDED FROM THEIR PART TO INFORM YOU, ON DUE TIME, ON ALL
OUTSTANDING ARREARS. THEY ARE STRONGLY CONVINCED THAT THE
SETTLEMENT OF THESE ARREARS IS OF THE GREATEST IMPORTANCE FOR
BRAZIL INTERNA TIONAL CREDITWORTHINESS AND THEY URGE YOU TO DO YOUR
UTMOST TO CLEAR THEM AS SOON AS POSSIBLE.

PLEASE ACCEPT, AdR MINISTER, THE ASSURANCES OF MY HIGHEST
ESTEEM AND BEST REGARDS.'

FIN DE CITATION

AMICALEMENT,

SIGNE : BERTRAND DE MAZIERES
F1/AX94 0XX
PARIS LE 17/06/94

DU TRESOR SON NUERO : 94/293/MC

POUR L'MSEABLE DES PAYS CREANCIERS

VOUS VOUDREZ BIEN TROUVER CI- JOINT LE TEXTE DU MESSAGE QUE
NOUS ADRESSERONS LE 22 JUIN A U MINISTRE DES FINANCES DU COSTA -
RICA, SAUF OBJECTION DE VOTRE PART D'ICI LA.

DEBUT DE CITATION

'MR MINISTER,

I AM PLEASED TO INFORM YOU THAT GIVEN THE PAYMENTS MADE BY
YOUR COUNTRY, THE CREDITOR COUNTRIES HAVE DECIDED THAT THE JUWE
22, 1993, AGREEAENT IS NOW IN FORCE.

THE CREDITOR COUNTRIES ALSO ASKED ME TO INFORM YOU THAT
MOST OF THEM HAVE REPORTED ARREARS ON CURRENT PAYIENTS. THEY URGE
YOU TO DO YOUR UTMOST TO CLEAR ALL THESE ARREARS AS SOON AS
POSSIBLE.

PLEASE ACCEPT, AR MINISTER, THE ASSURANCES OF MY HIGHEST
ESTEEM.

FIN DE CI TATIONF

LMICALEAMENT

SIGNE BERTRAND DE MAZIERES

F1/AX94 0XX
PARIS LE 17/06/94

DU TRESOR SON NUMERO : 94/294/MC

POUR L'MSEMBLE DES PAYS CREANCIERS



ROVAIM7 DTI CAMBODGE

Naiu-ReU~iie -Roi

MINISTERE DE L'ECONOMIE E-T DES FINANCES Punom Ponh, le 13 Juit 1994
Rue 92
Sangkat Wat Itnom
Khan Daunv Penh Mmnsicuir Chrittian NOYLIA
Phnom.Pcnh President du Club de Pmis

Tol: (855 23) 27 799 Direlctur du TrAsor
Mobile: (018) 811 095 aux boans wins de 'Ambassdc de rance
Fax; (855 23) 27 798 au Canodge.

Monsieur le Pr6sident,

Au nom du Gkouvrnement Royal du Camrbodge. j'ai lhonneur do rolliciter votre cooperatinn. on votre qualit de
Irsident du Club do Paris, aafn do pennetre un redcbelonnenent dIn dOtte du C-A mbndge enverS les pays mcmhres
de IOCI)li
Cerlins de ces pays m'ont fait stavoir qu'I. pouvaicnt. selon leurs proedures interns asimuler La dette cambodgienne
dans un cadre bilateral Mais pour Is plupart deg autrem pays. le saeul itaiment possible de noire datte repose sur
un rd60bcloutomoti dans un cadre multilnaral rcprd60nt6 par I* Club do Paris.

Le Cambodge doit prendro en consldoration un Autre 616ment das It problemc de Ma Ouc: Afin de bdnaicier de
nouveaux credits i des conditions tras avantagcuses do la pan do cortains pays crdancicrs, l Cnmbodge.c pr6rre qlue
sM dCtic actucllc via-A-vas de cca pays swtt maintenuc et nc sollhctc donc pas 'annulauon. m6me paruclic, de cott
dette dans un cadre multilateral.
Comptc tcnu do cc qui prectdc, Ic Cambodge soUicite plut& du Club de Paris un rUecWonnmenut do sa dettc. A des
conditions moins avantageus~e quo celles ddtlnica par le "Truitement de L.ondrea". L'n I'occurenco, il sollivito un
r6chelonnement sur une pdriede de 20 a1ns seulement doni 10 ans de poriode de gtrce pout los dette
concessionnelles, et Sur une pariode de 15 an dont 8 ans dc p6riode de gricc pour lei detis non-concessionnolles
('raitement de Houston").

Dans les conditions d6finies ci-dessus, je vous serais lrls reconnaissant de hicn vouloir 6tudicr ics mosures
ntccasaircs pow permettre Vexamncn par le Club do Paris du dossier cambodgien dants los meilleiurs delais.

Par illeur, concernant Ics dcttcs du Cambodgc cenves les Etats-Unis, nous oxaminnis in posibilit de ndgwocer
direciemnt avec ce pays afin d trouver une solution bilateraie. c'est-&-dirc on dehorm des mnecantes du Club do
Paris.

Avcc mcs plus vhis renlorrcilncts, je vous prae de crire, Mg . .n, A I'aSUrance de ma linute
conszdCraeiIn,

Mun mict cLe 1-innces



THE CHAIRMAN OF THE PARIS CLUB
HL94192.AM

DRAFT

Paris,

Mr Governor,

Paris Club Creditor Countries have noted with a very deep concern that the first review of the
Extended Fund Facility approved by the Executive Board of the International Monetary Fund on September 20,
1993 has not yet been concluded.

Paris Club Creditor Countries are not in a position at this time to apply td finl dbt rctuf.-and c
renrgan andortage-Qf-the Paris Club Agreed Minute dated May 25, 1991.

Therefore, as from July 1, 1994, I would like to confirm to you that the payment obligations due by
Egypt vis-i-vis Paris Club Creditor Countries will have to be made according to tables C2A1, C2Bl, C2C1,
C2A2, C2B2, C2C2, C4, INCAl, INCBl, 2NCA1, 2NCB1, 3NCAI, 3NCBI, INC2A2, INC2B2, 2/3NC2B2
and 4NC, i.e. on the basis of the implementation of the second stage of the Paris Club Agreed Minute dated May
25, 1991.

Paris Club Creditor Countries are prepared to discuss again this question as soon as the Executive
Board of the International Monetary Fund has approved a review or a modification to the existing Extended Fund
arrangement or another appropriate arrangement.

Please accept, Mr Governor, the assurance of my highest esteem.

Christian NOYER

Mr Ismail HASSAN
Governor
of the Central Bank of Egypt

Rue Kasr El Nil
Le Caire



REPUBLIQUE FRANCAISE
MINISTERE DE L'ECONOMIE ET DES FINANCES

DIRECTION DU TRESOR

M. Christian NOYER
Directeur du Trdsor
139, rue de Bercy
75772 PARIS Cedex 12
Td1dphone: 33.1 44.87.70.00
T61dfax: 33.1 40.04.29.40
TELEDOC 230

AUX REPRESENTANTS DU CLUB DE PARIS
TO THE REPRESENTATIVES OF THE PARIS CLUB

NOMBRE DE PAGES (Y COMPRIS LA PAGE DE GARDE) 4

Paris, June 23, 1994

OBJET: EGYPT: implementation of the debt reduction agreement.

You will find hereafter:

- a note from the Secretariat concerning the issue of the implementation of our debt
agreement with Egypt in view of the discussions we will have next week ;

- an advanced draft letter which would be sent to Egypt after the next Tour d'Horizon.

Christian NOYER



VrAKibIS LL EU ETARIA[ June 22, 1994

EGYPT

Implementation of the third stage of the reorganization of the Egyptian debt

1/ Current Situation

The Paris Club Agreed Minute dated May 25, 1991 includes three stages of debt reduction and
reorganization :

(i) The first stage, representing 15% of the net present value, has been granted up front in 1991.

(ii) The second stage, also representing 15%, could be triggered provided that :

- «the Executive Board of the International Monetary Fund has by December 31, 1992
either approved an appropriate multiyear arrangement substituting for the current stand-
by arrangement with the Arab Republic of Egypt and completed the last review of the
arrangement scheduled to take place before that date, or completed the second review of
the current stand-by arrangement with the Arab Republic of Egypt and approved an
appropriate successor arrangement;

- and the Participating Creditor Countries determine that the Government of the Arab
Republic of Egypt has complied with the conditions set out in the present Agreed Minute.))

After having extended the deadline for the extension of the second stage, Creditor Countries have
decided to grant it on November 5, 1993 given the approval by the Executive Board of the International
Monetary Fund on September 20, 1993 of an Extended Fund Facility.

(iii)The third and last stage (Final Debt Reduction and Reorganization) representing 20% will
apply provided that :

- «the second stage of the Immediate Debt Reduction and Reorganization has been
implemented;

- either (a) the appropriate arrangement which provided the basis for the second stage
referred to in paragraph c/ above extends beyond June 30, 1994 and that the Executive
Board of the International Monetary Fund has completed by that date the last review of
the arrangement scheduled to take place before that date or (b) the Executive Board of the
International Monetary Fund has approved by that date a further appropriate
arrangement;

- and the Participating Creditor Countries determine that the Government of the Arab
Republic of Egypt has complied with the conditions set out in the present Agreed Minute.))

As you may have been informed by your Executive Director at the IMF, it is most likely that the
first review of the Extended Fund Facility scheduled to take place before february 1994 will not be concluded
by July 1, 1994 (a second review was envisaged for july 1994).



2/

2/ Proposed action

(i) The Paris Club Creditor Countries is not in a position to apply the third stage involving atotal reduction of 50% as of July 1, 1994.

(ii) As long as the third stage is not implemented, the debt reduction will remain at the level of30% of the net present value, and repayment of the remaining debt will be made as described in the tables
attached to the Agreed Minute dated May 25, 1991 and corresponding to the second stage (C2A 1, C2B 1, C2C 1,C2A2, C2B2, C2C2, INCAl, INCBI, 2NCAI, 2NCBI, 3NCAI, 3NCB1, INC2A2, INC2B2, 2/3NC2B2).Egypt will be informed of this situation before July 1, 1994.

(iii) When the Executive board of the IMF will have approved the review of the EFF, the ParisClub Creditor Countries will decide whether this review is sufficient or not to trigger the final debt reductionstage:

- If no, the debt reduction will remain at the level of 30% and the repayments will continue to bemade according to this reduction.

- If the Paris Club Creditor Countries agree to grant the last stage, it will then be decided thecourse of action. Several options are available. We may consider, at that time, that we will come back to asituation as if Egypt would have benefitted from the third stage as at July 1, 1994 (retroactivity of the thirdstage) or implement the third stage without any retroactivity i.e. implementing the additionnal 20% as of thedate of the decision.

Creditor Countries do not need to take a decision on this last point by July 1, 1994. In any case, itis preferable to be silent on these options vis a vis the Egyptian authorities.



THE CHATRMAN OF THE PARIS CLUB
HL94192.AM

DRAFT

Paris,

Mr Minister,

Paris Club Creditor Countries have noted with a very deep concern that the first review of theExtended Fund Facility approved by the Executive Board of the International Monetary Fund on September 20,1993 has not yet been concluded.

Creditor Countries are not in a position to apply the final debt reduction and reorganization stage ofthe Paris Club Agreed Minute dated May 25, 1991 by July 1, 1994.

Therefore, as from July 1, 1994, 1 can confirm to you that the payment obligations due by Egypt vis-
i-vis Paris Club Creditor Countries will have to be made according to tables C2A1I, C2BJI, C2C I, C2A2, C2B2,C2C2, INCAI, INCBI, 2NCA1, 2NCB1, 3NCAl, 3NCB, INC2A2, lNC2B2 and 2/3NC2B2, i.e. on the basisof the implementation of the second stage of the Paris Club Agreed Minute dated May 25, 1991.

Paris Club Creditor Countries are prepared to discuss again the question of the payment obligations
due to them as soon as the Executive Board of the International Monetary Fund will have completed the firstreview scheduled under the Extended Fund Facility.

Please accept, Mr Minister, the assurance of my highest esteem.

Christian NOYER
EGYPT
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To
Mr. Christian Noyer
Chairman
Paris Club

Dear Mr. Noyer,

Oni lne 15, 1994 the Iiiiteritioial MnJID etmy Fund approved an additional loan
under the enhanced structural mustment facility (1ySAlfor Mozambique to
support the Gopermei'sfinrhll annual econmic refonin program. The delays
In.fladlizing the programn were related it our ongoing effiris to ensure that

adequate measures were in place to prevent a resurgence of the monetary
control problems faced In the last parl of 1993. The GOvernment is now
cooqfldent that the ieasures set forth in the approved programt rC adequate to
achieYe Afouumbique 's inacroeconouic objectives.


