EB 2009/96/R.35: ESTIMATED PRINCIPAL AND NET SERVICE CHARGE PAYMENTS FORGONE AS A RESULT OF THE IMPLEMENTATION OF THE DEBT SUSTAINABILITY FRAMEWORK
I. Background
The implementation of a Debt Sustainability Framework (DSF) has substantially modified IFAD’s financial support to projects and programmes, as governed by the performance-based allocation system, in countries eligible for highly concessional loans. The Fund now extends financial support in the following manner: (i) for countries with low debt sustainability, 100% grant; (ii) for countries with medium debt sustainability, 50% grant and 50% loan; and (iii) for countries with high debt sustainability, 100% loan. DSF implementation has raised the proportion of grants in IFAD projects and programmes. As a result, the major cost to IFAD will be the principal repayment forgone on resources given as DSF grants rather than as loans. In this respect, the ninetieth session of the Executive Board approved the recommendation that, commencing in 2008, Management report annually to the Board at its April session on the estimated principal and net service and interest payment charges forgone in the previous financial year as a result of DSF implementation.
II. Projects and programmes approved under the DSF in 2008

Table 1 of the original document lists the 11 projects, programmes and country-specific grants approved in 2008 under the DSF. The total value in special drawing rights is approximately SDR 73.3 million, or some 18% of the overall 2008 programme of work. This level of DSF support is comparable to that of other international financial institutions implementing a DSF.

III. Principal and net service and interest payment charges forgone in 2008
Table 2 of the original document provides information on the estimated forgone principal and interest repayments for DSF grants approved in 2007 and 2008. Document EB 2007/90/R.2 anticipated that DSF implementation could entail the loss of principal repayments for a total of US$38.8 million over the Eleventh Replenishment period (2019-2021) as a result of the cumulative level of DSF grants approved from 2007 onwards. This forecast also took into consideration DSF grants to be approved after 2008, whereas table 2 estimates are based on actual data from grants approved in 2007 and 2008 only. Therefore, at present, there are no elements to conclude that the projections originally provided to the Executive Board at its ninetieth session should be changed or updated.

The Executive Board will be provided annually with the amount of principal and net service and interest charge payments forgone, including the effect of changes in disbursement profiles and any partial (or total) reduction or cancellation, when applicable.
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