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INTRODUCTION

This is the fourth quarter 2010/2011 DEBT MANAGEMENT REPORT. 1t provides
a comprehensive report on the progress the Government is making towards
rationalizing and reducing Liberia’s debt. It also provides information on the
composition and changes in the stock of debt during the quarter. Charts and
Reference tables containing statistics on debt management operations are provided
in this report.

The purpose of this publication is to ensure transparency and accountability in
Government’s debt management operations and practices. Thus, during the period
under review, the stock of debt outstanding was updated on the basis of loan-by-
loan debt data from the CS-DRMS database already reconciled with the creditors.
This process is repeated on a quarterly basis to ensure accuracy in the reports.

From the point of view of debt sustainability, new debt indicators show that the
relief provided under the Enhanced HIPC and the Multilateral Debt Relief Initiatives
as well as the country’s commercial debt buyback operations performed by the
World Bank and scheduled debt service payments made by government, have
reduced Liberia’s public and publicly guaranteed external debt to sustainable levels,
with the present value of external debt to export ratio of 129.5 percent and external
debt service to budget revenue ratio of 1.2 percent respectively.
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EXTERNAL AND DOMESTIC DEBT PROFILES

TREND OF OVERALL DEBT STOCK
(IN MILLION USD)
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Total public and publicly guaranteed debt stock, comprising both external and
Domestic debt, increased slightly from USD 505.3 million in March 2011 to USD
510.1 million as at JUNE 2011. This amount represents a net increase of USD 4.80

million or 0.95 percent over March 2011 debt stock, and is due primarily to the IMF
disbursement of March 13, 2011 captured in June 2011.

B Mar-11 mJun-11

External

Domestic

The composition of total public and publicly guaranteed debt in terms of domestic
and external debt stocks slightly changed during the period with the share of
domestic debt decreasing from 56% to 54.4% of total debt while external debt
increasing from 44.4% to 45.6% of total debt at the end of June 2011.
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TABLE 1: SUMMARY OF LIBERIA3 [/ 6 %2! , , SN 4 0/ 3)
CREDITOR AS ATJUNE3O0, 2011 (IN US$ MILLIONS)
CATEGORY Jun-07 Dec-08 Mar-09 Jun-09 Sept-09 Dec-09 Mar-10 Jun-10 Sep 10 Dec-10 Mar-11  June 11
EXTERNAL DEBT

MULTILATERAL 1,619.2 1,052.1 10245 1,070.7 1,0855 10724 1,062.2 1,006.7 138.8 98.9 102.3 1105
IMF 809.2 858.0 832.8 875.5 893.8 884.4 879.2 826.5 38.4 37.5 38.0 45.9
World Bank 442.6 70.2 70.2 70.2 69.8 66.9 65.2 63.8 - - - -
AfDB Group 271.3 28.4 27.6 28.6 27.5 27.4 25.2 27.3 7.7 7.7 7.7 7.7
BADEA 19.1 19.7 19.8 19.9 20.5 20.5 20.5 20.5 20.5 20.5 20.5 20.5
OFID 25.2 25.2 25.2 25.2 25.2 25.2 25.2 25.2 25.2 25.2 25.2 25.2
IFAD 25.1 26.2 25.4 26.6 25.1 24.8 24.7 23.2 24.7 3.1 5.8 5.9
ECOWAS 5.0 5.0 5.0 5.0 5.2 5.2 5.1 4.8 5.1 3.0 3.1 3.1
EIB/EU 21.7 19.4 18.5 19.7 18.5 18.1 17.2 15.5 17.2 2.0 2.1 2.2

BILATERAL 1,587.3 877.6 715.0 690.8 575.9 570.7 554.5 525.8 123.2 1234 | 1215 | 122.1
Paris Club 1,457.5 758.0 596.0 571.8 453.8 448.6 431.3 403.9 - - - -
Non-Paris

Club 129.8 119.5 118.9 119.1 122.1 122.1 123.2 121.9 123.2 1234 1215 | 122.1

COMMERCIAL 1,685.8 1,233.8 1,234.8 20.5 20.5 20.5 20.5 20.5 20.5 0.5 0.5 0.3
Financial

Institutions 1,340.8 1,148.0 1,149.0 20.5 20.5 20.5 20.5 20.5 20.5 - - -
Suppliers'

Credits 345.0 85.8 85.8 - - - - - - 0.5 0.5 0.3

TOTAL

EXTERNAL

DEBT 48923 3,1634 29743 17821 16819 16636 1,637.2 1553.0 2825 2228 | 224.3 | 232.9

DOMESTIC DEBT

Suppliers’

Credits 2.2 7.9 7.9 7.0 7.0 6.6 6.4 6.4 5.6 5.6 5.6 3.3

Salaries &

Allowances 3.8 3.8 3.8 3.8 3.8 3.8 3.8 3.8 39 39 3.9 3.7

Financial

Institutions 277.0 276.5 276.1 275.8 275.4 271.5 271.3 271.3 269.3  269.0 269.3 | 269.1
Central Bank

of Liberia 267.5 267.5 267.5 267.5 267.5 263.9 263.9 263.9 262.0 262.0 261.5 | 261.5
Ecobank 1.3 1.2 1.1 1.0 0.9 0.8 0.8 0.7 0.6 0.6 0.5 0.4
LBDI 8.2 7.9 7.5 7.2 7.0 6.8 6.7 6.7 6.8 6.5 7.3 7.2

Pre-NTGL Salary

Arrears 24.1 12.5 12.5 10.9 10.9 10.3 10.3 10.3 3.1 2.2 2.2 1.3

Others 0.8 0.6 0.6 0.6 0.5 0.3 0.3 0.3 0.3 0.2 - -

TOTAL

DOMESTIC

DEBT 307.9 301.4 301.0 298.1 297.6 292.6 292.2 292.2 2822 280.8 | 281.0 | 277.4

TOTAL DEBT 5,200.2 3,464.8 3,2753 2,080.1 19795 1,956.2 1,929.4 18452 564.7 503.7 | 505.3 | 510.3

Source: MU, MoF
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TOTAL DEBT SERVICE

Liberia’s overall debt service increased significantly by US$ 4.23 million
(approximately 190.5 percent) from US$ 2.22 million during the last quarter to US$

6.45 million during the quarter under review.

EXTERNAL DEBT BY CREDITOR
CATEGORY
0.2%

B Multilateral ™ Bilateral Commercial

EXTERNAL DEBT PROFILE
As at end June 30, 2011 total external debt stock stood at USD 232.9 million,

representing an increase of USD 8.6 million or approximately 3.8 percent compared

with the stock recorded at end March 2011. This increase is explained primarily by
the IMF March 2011 disbursement captured during the reporting period under

review.

Non Paris Club Bilateral debt accounts for the largest share of Liberia’s external debt
portfolio at approximately 52.4 percent of total external debt at the end of June
2011, a decrease from 54.2 percent recorded at the end of March 2011, surpassing
multilateral debt, which increased slightly from 45.6 percent to 47.4 percent of total
external debt during the reporting period. On the other hand, commercial credits
accounted for approximately 0.2 percent at the end of June 2011, representing no

significant change at the end of March 2011.
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The volume of existing Bilateral debt is explained by outstanding debt relief
agreements with non-Paris Club creditors including Saudi Arabia and Taiwan, both of
whose debt amount to US$106 million of total bilateral debt of US$122.1 million.

The stock of Public and Publicly Guaranteed external debt is expected to be further
reduced following negotiations with the remaining multilateral creditors and non-

Paris Club bilateral creditors.

EXTERNAL DEBT BY CURRENCY COMPOSITION

The currency composition of Liberia’s external debt weighs in favor of the USD, with

the share of USD increasing from 59.3 percent in March 2011 to 59.6 percent in
June 2011. The SDR constitutes the second largest currency, accounting for 22.2
percent in March 2011 to 19.6 percent in June 2011. Other currencies, including the
Euro, the Chinese Yuan, the Kuwaiti Dinar, and the Saudi Arabian Riyadh accounted
for a combined total of 18.5 percent in March 2011, and increased to 20.8 percent in

June 2011, as shown in the Table below:

TABLE 2: CURRENCY COMPOSITION OF EXTERNAL DEBT (%)

CURRENCY COMPOSITION
Currency Mar. 11 June. 11
usD 59.3 59.6
SDR 2.2 19.6
Others 18.5 20.8
Total 100.0 100.0

EXTERNAL DEBT SERVICE

Liberia’s total external debt service increased by US$ 0.12 million, about 10.4
percent, from US$ 1.15 million in March 2011 to US$ 1.27 million this quarter. When
expressed as a ratio of Government revenue of US $116.7 million this quarter, debt
service for the period under review accounted for approximately 1.09 percent, as

against 1.34 percent during the last quarter ending March 2011.
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Table 3: External Debt Service
March i JUNE 2011 (IN USD MILLIONS)

IN MILLION US$
CREDITOR GATEGORY MAR.11 | JUNE 11

MUTILATERAL 1.15 1.00
P[ARIS CLB BILATERAL

NON PARIOS CLUB BILATERAL
COMMERCIAL 0.27
TOTAL 1.15 1.27

EXTERNAL DEBT RELIEF INITIATIVE

In June 2010 Liberia reached completion point under the Heavily Indebted Poor
Countries’ Initiative (HIPC II). After reaching the HIPC completion point, Liberia has
benefitted from further nominal debt reduction from the World Bank (IDA) and the
African Development Bank under the Multilateral Debt Relief Initiative (MDRI) and
beyond-HIPC assistance from the IMF. The EU has also provided additional relief

under its Special Debt Relief Initiative.

BILATERAL DEBT RELIEF

On September 16, 2010, Liberia reached agreement with the Paris Club creditors for
a 100 percent cancellation of the remaining debt. As of the end of the reporting
period, bilateral agreement for a 100% cancellation of the remaining USA debt was
signed. Outright (or 100 percent) cancellation agreements with Denmark, Italy, and
Finland were signed prior to the HIPC point. Cancellation agreements with the
remaining nine Paris Club creditors have been signed during the quarter under
review, except for the Japanese which has been signed but with remaining

procedures to be followed.

The Government is continuing negotiations with non-Paris Club creditors. During the
period under review, agreement was reached between the Government of Liberia
and Government of Kuwait for a restructuring arrangement comparable with that

provided by the Paris Club. Similar negotiation is on-going with the Saudi Arabia.
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MULTILATERAL DEBT RELIEF

Negotiations are underway with smaller multilateral creditors, including BADEA,
OFID, and EBID for the signing of debt relief agreements with terms in compliance
with the September 16, 2010 Paris Club Agreed Minutes.

DOMESTIC DEBT PROFILE

Total domestic debt stock stood at US$ 277.4 million as at end June 2011,
representing a decrease of US$ 3.6 million or 1.28 percent, compared to US$ 281.0
million recorded at end March 2011. The fall in the stock of domestic debt during

the period was due to the net effect of domestic debt serviced.

TABLE 4: COMPOSITION OF DOMESTIC DEBT (USD MILLION)

IN MILLION US$
INSTRUMENT TYPE MAR 11 | JUNE 11
SUPPLIER CREDIT 5.60 3.30
SALARIES & ALLOWANCES 3.90 3.70
FINANCIAL INSTITUTIONS 269.30 269.10
PRE-NTGL SALARIES ARREARS 2.20 1.30
TOTAL 281.00 | 277.40

DOMESTIC DEBT SERVICE

Total domestic debt service of both principal and interest amounted to US$ 4.02
million during the reporting quarter, compared to US$ 1.06 million during the quarter
ending March 2011.

percent of the total debt service, while interest payments amounted to US$ 0.90

Principal repayment amounted to US$ 3.12 million or 77.6

million or 22.4 percent as at June 2011. Of the total debt service during this quarter,
payment to the CBL accounted for US$ 0.84 million, or 20.9 percent, while the
remaining 79.1 percent constitutes payment to LBDI, Ecobank and class 6 Of the

vendor/rental arrears of the KPMG valid claims.
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Table 5: Domestic Debt Service
March i JUNE 2011 (IN USD MILLIONS)

IN MILLION US$

INSTRUMENT TYPE MAR 11 | JUNE 11
SUPPLIER CREDIT 0 1.85
SALARIES & ALLOWANCES 0 0.16
FINANCIAL INSTITUTIONS 1.06 1.16
PRE-NTGL SALARIES 0 0.85
ARREARS

TOTAL 1.06 4.02

GUIDELINES FOR GOVERNMENT GUARANTEE FOR SOES

During the period under review the Guidelines for Government Guarantee on behalf
of State Owned Enterprises was finalized pending approval by the Debt Management
Committee (DMC).

In the draft Guidelines for issuing Government Guarantee, the government
recognizes that an important requirement of an effective guarantee policy is a
thorough assessment of projects and programs for which guarantees are requested
followed by the rejection of all those that are determined to be non-feasible. The
DMC will undertake this prior to issuance and at regular intervals thereafter. The
main purpose of such assessment is to evaluate the prospects of the SOE generating

adequate income to repay the loan.

SUMMARY

This report reviews the public debt situation in Liberia in the fourth quarter of the
Fiscal Year 2010-11 covering the period March-June 2011. A brief description of
changes in the public debt situation is given. Total debt increased by US$ 5.8 million.
This was due mainly to the IMF disbursement of SDR 4.44 million on March 13, 2011

captured during the reporting period under consideration.

Finally, with HIPC completion point achieved, new procedures for borrowing, and the
Guidelines for issuing of government guarantees to SOEs have been finalized

pending approval by the DMC.
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