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EXECUTIVE SUMMARY 

 
i. To initiate discussions on the IDA17 financing framework, this paper reviews IDA’s current 
financing model and options to enhance IDA’s resources and its long term financial sustainability.  
These options include the introduction of a limited amount of debt funding in IDA’s financing framework 
through concessional loans, a revision of IDA’s future lending terms to IDA-only countries, and 
participation by partners in financing existing IDA projects. 

ii. IDA is an important source of development finance for the world’s poorest countries.  It is 
funded predominantly by grant contributions from partners.  However, internal resources - particularly 
from reflows received on previously issued credits - are an increasingly important source of funding.  One 
off measures implemented in IDA16 to accelerate the receipt of these reflows (including voluntary and 
contractual prepayments by IDA graduates and front loading the use of reflows resulting from the 
differentiation of lending terms for blend and gap countries) resulted in a significant increase of total 
funding from IDA15 to IDA16.  Grant funding from partners and internal reflows are complemented by 
transfers from the International Bank for Reconstruction and Development (IBRD) and the International 
Finance Corporation (IFC). 

iii. In response to IDA countries’ evolving needs and changing circumstances, IDA has 
modified the terms of its financial assistance over time including through the provision of grants 
and debt relief.  IDA’s financial instruments have evolved taking into account recipient countries’ social 
conditions and economic prospects.  IDA financing continues to benefit the poorest and least creditworthy 
countries.  Since IDA14, IDA has provided grant financing to countries based on their risk of debt distress 
with grant financing accounting for about 17 percent of IDA allocations in IDA16.  IDA has also 
provided substantial debt relief to poor countries under the Heavily Indebted Poor Country (HIPC) 
Initiative and the Multilateral Debt Relief Initiative (MDRI).  At the same time, the provision of grants 
and debt relief has reduced the volume of future credit reflows and hence impacted IDA’s long term 
financial capacity. 

iv. IDA’s lending terms are highly concessional, with differentiation to reflect the economic 
capacity of IDA clients.  IDA’s financing terms are based on risk of debt distress, level of GNI, and 
creditworthiness for IBRD borrowing.  IDA currently provides financial assistance in the form of grants, 
regular IDA-only credits (40-year), and blend credits (25-year), as well as partial risk guarantees (PRGs) 
that allow developing countries to leverage their IDA allocations to mobilize additional financial 
resources.  The most concessional terms are provided to IDA-only countries (with GNI per-capita below 
the operational cut off) taking into account the risk of debt distress.  

 
v. Building on the measures taken in IDA16, Management proposes to include additional 
financing options in IDA17 to enhance IDA’s resources and long-term financial sustainability.  
During the IDA16 replenishment discussions, IDA Deputies, Borrower Representatives and Management 
recognized that a number of challenges and opportunities would lie ahead in preparing for IDA17 and 
beyond.  In this context, the working group on IDA’s long-term financial sustainability was created 
(along with three other working groups) to facilitate brainstorming and discussions on the evolving issues 
facing IDA and on potential options to enhance IDA’s long-term financial sustainability.  At the IDA16 
Mid-term Review, participants endorsed the further consideration of three options (out of six) for 
inclusion in IDA17, namely: (1) including a limited amount of debt funding in IDA’s financing 
framework through concessional loans; (2) revising IDA’s future lending terms to reflect the economic 
capacity of its clients; and (3) allowing partner participation in financing existing IDA projects.   
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vi. A unique combination of circumstances creates an opportunity to introduce a limited 
amount of debt funding into the IDA17 financing framework to leverage grant funding.  Increased 
price differentiation in IDA’s lending, an historically low interest rate environment, a large proportion of 
IDA funding allocated to countries receiving blend terms, and the possibility of transitional support on 
harder terms to graduating countries create an opportunity for using a limited amount of debt funding in 
IDA17.  Concessional loans from partners (relative to other debt funding modalities) would offer the 
greatest flexibility for structuring debt that matches IDA’s lending terms (such as low or no interest, long 
maturity, grace period, and amortizing principal).  Concessional loans could leverage IDA’s core grant 
funding and strengthen IDA17 financing framework, if they are provided as additional funding and not as 
a substitute for the core grant funding on which IDA’s concessional operations are dependent.  
Concessional loans would also provide a way for partners (middle income countries and others) to scale 
up their financial contributions to IDA and increase its commitment authority.  The paper discusses 
measures to adequately address financial and substitution risks that may arise from the introduction of 
debt funding into IDA’s financing framework, including by setting a prudential debt limit based on 
replenishment specific factors and principles to minimize the risk of substitution from grants to loans.  

vii. In light of evolving conditions, a revision of future lending terms for IDA-only countries 
would be timely and could contribute to strengthen IDA’s financial capacity.  In IDA16, the lending 
terms for IDA’s most economically advanced blend and gap clients were further differentiated from 
regular IDA-only terms.  For IDA17, a revision of the future IDA-only terms is being considered for two 
main reasons.  First, since the inception of the Debt Sustainability Framework (DSF), significant 
improvements have taken place in the risk of debt distress ratings.  Second, regular IDA-only credits 
remain among the most concessional forms of finance available from development organizations with a 
grant element of 62 percent.  Modestly revising the lending terms on credits to shorten the grace period 
from 10 to 5 years and change to straight line amortization would maintain a grant element of 51 percent 
and would accelerate the receipt of reflows received within the replenishment disbursement period, thus 
increasing IDA’s internal resources available for new commitments.  Countries assessed at a high or 
moderate risk of debt distress (“red light” and “yellow light” countries) would continue to receive some or 
all of their financial assistance in the form of grants.  Simulated external public and publicly guaranteed 
debt burden trajectories for IDA-only countries demonstrate that this revision of lending terms in IDA 
(also taking into account proposed changes by the African Development Fund (AfDF) and possible future 
changes by other Multilateral Development Banks (MDBs) is unlikely to have a material impact on the 
countries’ risk ratings. 
 
viii. The participation option would offer partners an opportunity to provide financing for 
existing IDA projects that meet their specific sectorial, thematic, or regional/country focus.  The 
program would provide a mechanism for partners to quickly support projects already showing 
development results, without undermining the un-earmarked nature of IDA’s operations because all 
participation proceeds would be reallocated through the PBA.  It would also provide an efficient vehicle 
to reduce aid fragmentation.  Partners could elect to participate on either grant or loan terms, both of 
which increase the size of IDA’s commitment authority.  Loan participation arrangements between IDA 
and partners could incorporate cooperation and knowledge sharing dimensions.  The paper proposes that 
an initial pilot participation program be used to refine the policy framework for the program.     

 
 
 

 



 

I. INTRODUCTION 
 
1. To initiate the discussions of IDA17’s financing framework, this paper reviews IDA’s 
current financing model and options to enhance IDA’s resources and long term financial 
sustainability.  As the concessional financing arm of the World Bank, IDA seeks to promote 
economic development, increase productivity and raise standards of living in the less-developed 
countries of the world included within IDA’s membership.  IDA pursues these goals through 
financial instruments (credit, grants, and guarantees) and related technical assistance to its 
developing member countries.  This paper reviews IDA’s current financing model and the terms 
on which IDA provides financial assistance.  It also includes, for discussions and further guidance, 
the following options to increase IDA resources and enhance IDA’s long-term financial 
sustainability: (1) including a limited amount of debt funding in IDA’s financing framework 
through concessional loans; (2) revising IDA’s future lending terms to reflect the economic 
capacity of its clients; and (3) allowing partner participation in the IDA financing of existing 
projects. 
 
2. Section II reviews IDA’s funding structure and section III summarizes the current 
financial instruments of IDA and their concessionality level.  Section IV reviews options to 
enhance IDA resources and long-term financial sustainability.  Section V summarizes the next 
steps in terms of agreeing on the financing framework for IDA17.  Finally, section VI summarizes 
issues for discussions. 
 
 

II. FINANCIAL RESOURCES OF IDA 
 

A. IDA’s Partnership as a Key Source of Development Finance 
 
3. Established in 1960, IDA is one of the most important sources of concessional finance 
for the world’s poorest countries.  IDA provides low and interest-free loans (known as ‘credits’), 
grants and guarantees for programs aimed at boosting economic growth and reducing poverty.  
IDA is one of the largest providers of official development assistance for the world’s 81 poorest 
countries, financing between 5-20 percent of IDA countries’ development programs.  Over the last 
decade, IDA’s cumulative net Country Programmable Aid (CPA) exceeded US$70 billion (at 2009 
prices), or about 18 percent of the total CPA (or over 40 percent of CPA from multilateral 
agencies) in IDA countries.1  IDA countries are home to 2.7 billion people, of which an estimated 
1 billion people survive on incomes of US$ 1.25 or less a day.  The resources available to IDA for 
development funding constitute its Commitment Authority.  IDA finances its credit, guarantee and 
grant commitments primarily from subscriptions and grant contributions from partner countries.  
Additional funds come from IDA’s internal resources, including reflows (repayments of principal 
on outstanding credits) and investment income, and IBRD and IFC transfers.  
 
B. Partner Grant Contributions 
 
4. IDA’s global coalition of development partners provides financial assistance to boost 
economic growth and reduce poverty in the world’s poorest countries.  IDA Deputies and 
Borrower Representatives come together typically every three years to define policy directions, 
decide on the amount of new funds to contribute to IDA, and review the allocation of IDA’s 
resources.  The level of individual partner funding depends on their capacity to contribute, the 

                                                 
1  “Finance for Development: Trends and Opportunities in a Changing Landscape”, November 2011, CFP 

Working Paper No. 8. 
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strength of the partner’s national currency vs. the special drawing rights (SDRs) basket of 
currencies, partner preferences for allocating contributions between multilateral and bilateral aid, 
and broader political considerations.  In order to bring a successful outcome to replenishments, 
IDA Deputies have agreed that flexibility is required, and that one rigid burden sharing framework 
cannot be followed as the basis for determining actual replenishment shares.  Annex 1 lists the 
historic partner contributions from the initial replenishment (IDA00) through IDA16, in both 
equivalent US dollar terms and burden share percentage. 
 
5. Partner ODA disbursements to IDA have grown in absolute terms over time, but 
have declined relative to bilateral ODA and other multilateral agencies.  ODA disbursements 
to IDA over the past decade have averaged around 5 percent of total ODA reported to the 
Development Assistance Committee (DAC), down from the previous decade (7 percent).  While 
IDA remains a significant channel for delivering development finance for IDA countries, there has 
been both an absolute and relative shift in ODA toward bilateral and other multilateral channels 
(see Chart 1). 
 
Chart 1: ODA Breakdown: Net Disbursements from DAC Members and Reporting Donors 

(constant 2010 prices, 1960-2011) 

  
 

6. Overall, partner grant contributions are IDA’s main funding source.  Partner grant 
contributions increased to SDR21.1 billion (including SDR3.5 billion for MDRI) in IDA16 from 
SDR20.7 billion (including SDR4.1 billion for MDRI) during IDA15.  The increase reflected 
efforts by several individual partners to maintain or increase their burden share, while facing 
significant depreciation of their national currencies.  However, the share of partner grant 
contributions in IDA’s total funding declined to 64 percent in IDA16 (from 76 percent in IDA15) 
due to a significant increase in internal resources resulting from the contractual and voluntary 
acceleration of credit repayments as well as front loading the use of reflows from the hardening of 
terms for blend and gap countries. 
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7. IDA’s global coalition of contributing partners has been expanding.  During IDA’s 
first replenishment, 18 partner countries contributed to IDA.  This number has increased to 51 
partner countries in IDA16, reflecting a growing engagement from middle income countries, 

including IDA graduates such as Chile, China, Egypt, Korea, Philippines and Turkey.  Overall 
grant contributions from these new partners increased by 66 percent to SDR0.8 billion in IDA16 
(compared to SDR0.5 billion in IDA15) and their contribution to commitment authority (including 
through contractual and voluntary acceleration of credit repayments and through the hardening of 
lending terms) added a further SDR3.1 billion in IDA16.  
 
8. IDA’s ability to deliver funding commitments made in IDA16 and past 
replenishments depends on timely receipt of all pledged contributions from partners, 
including partner compensation for the costs of providing debt relief under HIPC and the 
MDRI.  IDA closely monitors partners’ delivery of the pledged contributions to past 
replenishment and reports at least annually to IDA’s Board of Executive Directors on the status of 
IDA’s financing to meet disbursements on past and on-going commitments.  As of January 31, 
2013, 44 out of 51 partners had submitted their Instruments of Commitment (IoCs) to IDA16 for a 
total amount of SDR16 billion out of SDR17.4 billion pledged.  Forty-one partners submitted 
unqualified IoCs and three provided qualified IoCs.  Annex 2 shows the status of partner 
contributions to IDA16 in terms of IoCs submitted and installment payments made.  As 
summarized in Table 1, about US$932 million of contributions remain unpaid on IDA16 and 
earlier replenishments for more than three months as at January 31, 2013.  Qualified IoCs cover 
about US$928 million of this unpaid amount.   
 

Table 1: Timing of Unpaid Contributions (in US$ millions) 
 

 
 
9. All partner pledged contributions continue to be reflected in IDA’s commitment authority.  
Based on ongoing discussions, Management anticipates that some partners will be able to provide 
unqualified instruments of commitment in the near term for IDA16 (and past replenishments), which will 
significantly reduce the amount of IDA16 commitment authority that would potentially need to be cut or 
rolled forward into IDA17. 
 
C. Internal Resources 
 
10. Internal resources are another source of funding for IDA that allow a smooth transition 
between replenishments.  Principal repayments from borrowers (‘credit reflows’) are the most important 
component of internal resources.  Other internal resources include interest paid on credits to blend 
countries, investment income earned on IDA’s liquid assets, as well as drawing down on IDA’s core 
liquidity balance if warranted based on long-term liquidity projections.  Internal resources become 
available at the start of the replenishment period, upon approval by IDA’s Board of Executive Directors.  
This enables a smooth transition between replenishments by providing the necessary commitment 
authority to finance IDA’s operations prior to the availability of partner contributions and other resources.  
Internal resources also function as a stabilizing factor against changing volumes of partner contributions, 
helping to improve the predictability of IDA’s financial assistance over the long run. 

6months-1year 1-2 years >2 years Total

IDA12 73 73

IDA13 255 255

IDA14 10 10

IDA15 450 450

IDA16 86 2 88

MDRI 1 39 15 56

87 42 803 932
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11. The level of internal resources available for commitment authority in each replenishment is 
determined based on long-term financial projections and their impact on IDA’s liquidity, under a 
set of core assumptions.2  Since 1988, IDA has adopted an advance commitment scheme which allows 
IDA to make commitments against projected reflows that are expected to be received in future years.  The 
advance commitment scheme was established in recognition of the fact that credits disburse over several 
years and therefore do not have to be fully cash funded at the time of their approval by the Executive 
Directors.  This allows partner promissory notes to be encashed over several years and credit reflows to 
be committed in advance of their anticipated receipt.  Through this advance commitment scheme, IDA is 
able to maximize the volume of available funds for new credits and grants.  The long-term projections 
also allow an assessment of whether some draw down of IDA’s core liquidity may be warranted if long-
term projections indicate a build-up of core liquidity above the prudential minimum liquidity level (set at 
the average of one third of annual disbursements over a rolling three year period). 
 
12. The overall level of internal resources available for commitment authority in IDA17 is 
projected to be lower than in IDA16.  For IDA16, a number of one-off measures significantly increased 
the level of internal resources available for commitment authority.  These were: (1) voluntary credit 
repayments (which generated almost US$1 billion in commitment authority); (2) the front loading of 
credit reflows generated by applying the differentiated blend lending terms (which generated 
approximately US$2 billion in commitment authority); and (3) the implementation of the accelerated 
repayment clause for IDA graduates (which generated US$1.8 billion).  The level of internal resources for 
IDA17 will be determined in conjunction with the financing scenarios presented in June 2013.  However, 
the one-off measures used to increase IDA16 commitment authority will not be available at the same level 
in IDA17, and therefore internal resources available for commitment authority will be lower.  Section IV 
considers three options that could be considered to mobilize additional resources to help offset this 
expected decline in the level of internal resources compared to IDA16. 
 
Credit reflows and the impact of debt relief and grants 
 
13. IDA’s annual credit reflows, comprised of principal repayments and charge income, have 
been increasing due to the rising envelopes of past replenishments and terms differentiation for 
IDA borrowers.  Principal repayments are applied to support new financing commitments of IDA, while 
charge income is used to cover IDA’s allocated share of Bank administrative expenses.  In view of the 
long maturity and the back-loaded amortization schedules of IDA’s credits and due to the historical 
growth of IDA volumes over time, credit reflows started to become available in significant volumes from 
IDA11.  In addition, some hardening of IDA’s lending terms has increased the speed at which reflows are 
received back to IDA for new lending. 
 
14. Debt-relief and the provision of IDA grants to countries in or at risk of debt distress have 
reduced the credit reflows available for commitment authority.  In response to IDA countries’ needs 
and changing circumstances, IDA had provided debt relief and grant financing to countries under debt 
distress.  This has reduced IDA’s financial sustainability and made it more dependent on partner funding.  
The MDRI resulted in a US$35 billion cut in available reflows, in addition to the US$16 billion of 
reflows lost due to the HIPC Initiative.  In addition, since IDA13, the provision of up to 20 percent of 
financial assistance as grants has lowered future credit reflows further.  Chart 2 shows the volume of 
available principal reflows over the next 30 years, in nominal US$ equivalent terms.  In FY13, available 

                                                 
2  Key assumptions include: the level of future donor contributions beyond the current replenishment; projected 

interest and foreign exchange rates; the impact of lost reflows due to debt relief (under the HIPC Initiative and 
the MDRI) and grants, and delivery of donor commitments to compensate IDA for these lost reflows; the rate of 
disbursements; and expected future reflows used under the advance commitment scheme. 
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reflows from credit principal are about US$3 billion, while projected disbursements on past commitments 
for credits and grants are US$11–12 billion.  Principal reflows, after the impact of debt relief under HIPC 
and the MDRI, are projected to peak at US$5 billion in FY21 and decline thereafter, well below the 
current level of IDA’s annual financing requirements. 
 
15. The MDRI in particular has impacted IDA’s long term financing framework by cancelling 
future credit reflows (starting from FY07) that had already been committed under the advance 
commitment scheme in prior IDA replenishments, and by lowering credit reflows to support future IDA 
replenishments.  Without additional, compensatory resources, IDA countries receiving debt relief would, 
in effect, be ‘financing their own debt relief’.  At Gleneagles in 2005, partner governments pledged to 
avoid such an outcome.  They committed to replace the lost credit reflows of IDA on a dollar-for-dollar 
basis, over a total period of 40 years, providing firm commitments for a rolling decade that covers the 
replenishment disbursement period so that IDA’s advance commitment scheme would not be adversely 
impacted.  
  
 Chart 2: Principal Reflows of IDA Based on Prior Replenishments and IDA16 

(per year, nominal terms, US$ million equivalent) 
 

  
 

16. To finance IDA’s forgone credit reflows due to debt relief, partners established the separate 
MDRI replenishment spanning four decades (FY07-44) and pledged to compensate IDA on a 
‘dollar-for-dollar’ basis.  Unqualified financing commitments for MDRI debt relief to date represent 59 
percent (SDR5.6 billion) of the amounts required up to the end of the IDA16 disbursement period (FY07-
22).  An additional SDR3.9 billion of firm commitments is needed to achieve full compensation over this 
period.  This includes a financing gap of SDR0.7 billion (equivalent to US$1.1 billion).  A number of 
partners have scaled-up their MDRI contributions to reduce the financing gap to the current 8 percent 
level.  However, additional partner compensation will be required to fully eliminate this financing gap 
and prevent a corresponding cut in commitment authority. 
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Table 2: MDRI Partner Financing Status as of January 31, 2013 
(SDR billion equivalent) 

 
 
 
Investment income 
 
17. Investment income earned on IDA’s investment portfolio is also a financing source for IDA.  
Investment income is dependent on IDA’s investment policy as well as market conditions.  The primary 
investment objective is to provide a ready source of liquidity when needed by IDA to meet projected cash 
requirements for disbursements on credits and grants, and administrative expenses.  Another objective is 
to maximize investment returns, subject to risk limits, so as to generate investment income that would 
increase IDA’s internal resources available to finance IDA’s operations.  In addition, the investment 
portfolio, together with foreign exchange forward contracts, is used to manage IDA’s exposure to foreign 
exchange risks.  Annex 3 provides background information on IDA’s cash flows, the structure of the 
investment portfolio, and the evolution of accelerated encashment by partners.  As of end-December 
2012, IDA’s investment portfolio totaled about US$26 billion.  Of this amount, over 66 percent (about 
US$17 billion) represents accelerated contributions by partners who have provided cash payments to IDA 
ahead of time, before funds are required for disbursement on new credits and grants, in return for 
receiving payment discounts on their IDA contributions.  By the end of the IDA16 commitment period in 
June 2014, these funds will be fully committed for credits and grants.  IDA needs to invest these funds 
prudently, so as to earn sufficient income to achieve the full, required nominal flows from partners, based 
on the standard encashment profile for a given replenishment.  The return on IDA’s investment portfolio 
has averaged about 3 percent over a rolling one year period and 4 percent per year over the past five 
years. 
 
D. World Bank Group Transfers 
 
18. Since the inception of IDA in 1960, IBRD and, more recently, IFC have provided transfers 
to IDA (see Chart 3).  In IDA16, IBRD and IFC financing represents approximately 8 percent of total 
IDA funding.  Transfers from IBRD and IFC are not only an important funding source for IDA, but also a 
strong signal of the World Bank Group’s support to IDA’s mission and the complementarity among its 
different arms.  Together IBRD and IDA provide financial assistance to those lower middle income 
countries that are eligible to receive financing from IBRD and IDA (blend countries) thereby increasing 
the volume and overall concessionality of the World Bank’s lending to these countries.  Similarly, IDA 
and the IFC have mutually reinforcing roles in helping all IDA countries foster private sector-led growth 
and development. 
 
19.  Over the past 10 years, IDA has received IBRD transfers of more than US$5 billion and 
provided US$33 billion to blend countries while IBRD has provided US$30 billion.  IDA support for 
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blend countries helps strengthens IBRD’s balance sheet and supports its AAA credit rating, and facilitates 
greater IBRD lending to the remaining middle-income countries.  IDA has also supported IBRD over the 
years by providing supplementary grants and credits under the Fifth Dimension Program, grants to IBRD 
borrowers for their arrears clearance and HIPC Debt Relief on IBRD loans. 
 
20. During FY07-12, IFC provided US$2.2 billion in grants to IDA while IDA committed US$35 
billion for private sector development in IDA countries.  IDA has helped improve the investment 
climate in recipient countries, paving the way for IFC investments in these markets.  For instance, “in 
Africa, IFC has strongly increase its investments in private and public-private partnership (PPP) 
infrastructure projects, much of which has been the result of IDA support for sector policy reform to 
encourage private participation”.3  This complementarity is particularly important in fragile and conflict-
affected countries where IDA provides the bulk of the financing – on average US$1.7 billion per year 
(FY03-12) to help build basic infrastructure and key institutions that are critical to attract private 
investment (with private sector development related IDA commitments averaging US$680 million 
annually, compared to US$280 million by IFC).  From FY07 to FY12, IDA and IFC together provided a 
total of US$62 billion for private sector development in IDA countries (US$35 billion and US$27 billion, 
respectively).4 
 

Chart 3: IBRD/IFC Net Income Transfers to IDA since IDA Inception  
(US$ million equivalent) 

 
 
 

III. IDA’S FINANCIAL INSTRUMENTS  
 
A. Eligibility for Access to Financial Assistance from IDA 
 
21. IDA was established in 1960 with the purpose of providing financing to the poorest 
countries that did not have access to private capital.  IBRD could not lend to these countries without 
adversely affecting its own credit position in international markets, and the countries themselves could 

                                                 
3  “Use of IFC's FY12 Net Income: Retained Earnings and Designation of Retained Earnings”, IFC/R2012-0254, 

July 5, 2012. 
4  In addition to US$27 billion committed for IFC’s own account, it also mobilized US$6 billion from third party 

financiers to IFC’s clients. 
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not afford the debt servicing costs of loans on market terms to finance their development objectives.  
Since IDA’s inception, demand for IDA resources has outstripped supply, hence the need to set criteria 
that determine eligibility for access to IDA resources.  The challenge is to ensure that these criteria 
accurately reflect both the varying stages of recipient countries’ economic development and IDA’s 
overarching objective to meet the development needs of the world’s poorest countries. 
 
22. Since IDA’s inception, access to IDA resources has been determined by eligibility criteria 
constructed around the concept of relative poverty, as measured by GNI per capita and the absence 
of creditworthiness.  The ceiling for IDA eligibility is known as the operational cut-off and is 
determined on the basis of the GNI per capita calculations made by the World Bank, according to the 
Atlas methodology.  It is set at US$1,195 for FY13 and revised annually to account for inflation. 

 
23. Most countries eligible for IDA resources have per capita incomes below the operational 
cut-off.  However, there are some exceptions founded on the principle that no World Bank borrower 
should be left without access to either IDA or IBRD, provided that performance is adequate and it is not 
in arrears.  Exceptions include: (1) countries that have per capita incomes above the operational cut-off 
for more than two consecutive years, but are not yet creditworthy for IBRD lending – the so called “gap 
countries”;5 and (2) small island economies that share many of the challenges of countries with much 
lower GNI per capita and are not creditworthy or have limited access to other market-based financing.6  
Some countries are creditworthy for IBRD financing and may also be eligible for IDA assistance for a 
number of years till their graduation from IDA – these are known as blend countries.7 

 
B. Lending Terms and Instruments of IDA 

 
24. IDA’s financial instruments have evolved over time.  IDA was established in 1960 as a 
revolving credit fund, providing credits on highly concessional terms to the poorest countries.  Over time, 
a degree of differentiation and hardening of the terms of IDA credits has been introduced to take into 
account the increasing variation in the economic and social development of IDA recipients, and to smooth 
the transition to IBRD lending terms. 
 
25. IDA’s financial assistance is offered in the form of grants, highly concessional loans known 
as credits, and, since 1997, partial risk guarantees.8  Funding provided by IDA is used by recipient 
countries for development policy operations, investment projects and technical assistance, in a country or 
a region.  IDA-only countries that are at or have a high risk of debt distress (“red light” countries), as 
measured by the annual Debt Sustainability Analysis (DSA), receive their assistance from IDA in the 
form of grants, and those at a medium risk of debt distress (“yellow light” countries) receive 50 percent of 
their assistance in the form of grants and 50 percent in the form of regular 40-year credits.  IDA-only 

                                                 
5  At the start of FY13, nine countries have GNI per capita above the operational cut-off for more than two years, 

but are not creditworthy for IBRD (Angola, Bhutan, Congo Rep. of, Djibouti, Guyana, Honduras, Kosovo Rep. 
of, Moldova, and Timor-Leste). 

6  At the start of FY13, 13 small island economies with GNI per capita above the operational cut-off are eligible to 
borrow from IDA.  Of these, five are blends that are creditworthy for some IBRD borrowing (Cape Verde, 
Dominica, Grenada, St. Lucia, and St. Vincent and the Grenadines).  The remaining eight are not creditworthy 
for IBRD (Kiribati, Maldives, Marshall Islands, Micronesia, Samoa, Tonga, Tuvalu, and Vanuatu). 

7  At the start of FY13, 11 countries (excluding five small islands) are classified as blend (Armenia, Bolivia, 
Bosnia and Herzegovina, Georgia, India, Mongolia, Pakistan, Papua New Guinea, Sri Lanka, Uzbekistan, and 
Vietnam). 

8  IDA has also been authorized to intermediate on risk management products like weather derivatives under 
which six transactions have been completed. See “Additions to IDA Resources: Fifteenth Replenishment”, 
February 28, 2008. 
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countries at a low risk of debt distress (“green light” countries) receive all of their assistance in the form 
of regular 40-year credits.  IDA’s more economically advanced countries (blend and gap countries) 
receive their assistance on harder terms, with a 25-year maturity and a 1.25 percent interest charge, in 
addition to the standard service and commitment charge.  A small volume of additional lending over and 
above the performance based allocation (PBA) is available to blend countries on hard terms with the 
interest charge set 200 basis points below the fixed rate equivalent of IBRD lending.  Table 3 provides a 
summary of the terms of IDA’s current financial instruments. 
 

Table 3: Lending Terms of IDA 
(Terms Applicable for FY13) 

 
 
Notes: 
1/ Operational cut-off for FY13. 
2/ The commitment charge is reset annually within a range of 0 – 50 bps.  The grant element is calculated using the FY13 rate 

of 0 bps.  The guarantee stand-by fee is set at the same level as the commitment charge on credits.  
3/ The interest rate for hard term credits is determined annually based on the fixed rate equivalent of IBRD interest rates less 

200 basis points. 
4/ Calculation assumes the disbursement period for regular credits is over 8 years and for blend and hard-term credits over 6 

years. 
5/ The initiation fee is 15 bps or US$100,000 (whichever is higher) and a processing fee of up to 50 bps of the principal 

amount of the guarantee for all private sector borrowers.  The processing fee is assessed on a case by case basis and can 
either be waived or increased in exceptional cases. 

 
Grants 
 
26. Since IDA14, grant eligibility has been determined on the basis of recipients’ risk of debt 
distress as determined through the annual DSA.  When IDA first started providing financial assistance  
  

Instrument 

Type
Recipient Countries

Maturity

/Grace

Principal 

Repayment (yrs)
Current Charges

Interest 

Rate

Grant Element 

@6% DiscRate
4/

Grant

"red-light" IDA-only (100%) 

and “yellow-light” IDA-only 

(50%)

Grant None
none (but 20% volume discount 

on country allocation)
none 100%

Regular-Term 

Credit

“green-light" IDA-only 

(100%) and “yellow-light” 

IDA-only (50%)

40/10 yrs
2% pa yrs 11-20,

4% pa yrs 21-40

75bp service charge + 

0bp commit.charge
2/ none 62%

Blend-Term 

Credit

Blend countries &

countries with GNI pc above 

IDA cut-off 

(US$1,195)
1/ 

for 2 years

25/5 yrs
3.3% pa yrs 6-15,

6.7% pa yrs 16-25

75bp service charge + 

0bp commit.charge
2/ 1.25% 35%

Hard-Term 

Credit

Blend countries (excl. small 

island blends receiving 

regular IDA credits)

25/5 yrs
3.3% pa yrs 6-15,

6.7% pa yrs 16-25

75bp service charge + 

0bp commit.charge
2/ 1.50% 

3/ 32%

Partial Risk 

Guarantee
IDA-only countries

depends on 

project loan
not appl.

75bp guarantee fee +

0bp stand-by fee
2/

 +

Initiation & processing fee
5/ 

not appl. not appl.
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in the form of grants in IDA11, their use was limited to exceptional cases.9  In IDA13, the use of grants 
was expanded, and then in IDA14 the current system of allocating grants based on debt sustainability was 
adopted.  IDA countries receiving grants are subject to an upfront volume discount of 20 percent.  Of this, 
13 percent relates to an incentive-related portion while 7 percent relates to the charge related portion (the 

NPV of foregone service charges).
10

  The resources from the charge related portion are made available on 
hard-terms to blend term countries (see section below on hard-term credits).  Resources from the 
incentive related portion are reallocated to IDA countries on the basis of performance, using the PBA 
system.  Partners agreed that the foregone principal reflows would be financed through additional partner 
contributions on a pay-as-you-go basis.  The share of grants in IDA16 financing is projected to be about 
17 percent. 
 
Credits on Regular and Blend Terms 
 
27. The bulk of IDA’s resources are provided in the form of credits to member governments 
and regional development institutions.  Recipients’ IDA allocations are currently provided on either 
regular or blend terms as follows: 
 

• 40-year credits (‘Regular IDA-only credits’).  IDA-only recipients with the GNI per capita 
below the operational cut-off and low or moderate risk of debt distress receive all or 50 
percent of their assistance, respectively, in the form of regular IDA credits.  Regular IDA-
only credits have a 40-year maturity, 10-year grace period, 0.75 percent service charge, and a 
variable commitment charge set annual between 0 – 0.5 percent.11  The principal is repaid at 2 
percent from years 11-20 and 4 percent thereafter.  Regular IDA credits account for about 47 
percent of projected IDA16 commitment authority. 

• 25-year credits (‘Blend credits’).  Blend countries and gap countries with the GNI per capita 
above the operational cut-off have access to IDA credits on blend terms.  Blend credits have a 
25-year maturity, 5-year grace period, 1.25 percent interest in addition to the standard 0.75 
percent service charge, and a variable commitment charge set annual between 0 – 0.5 percent.  
The principal is repaid at 3.3 percent from years 6-15 and 6.7 percent from years 16-25.  
Blend-term credits provided to blend and gap countries account for about 36 percent of 
projected IDA16 commitment authority. 

 
28. Financing Agreements for credits approved after 1987 include a clause that allows IDA to 
accelerate credit repayments once a borrower meets specified GNI per capita and creditworthiness 
thresholds.  The accelerated repayment provision doubles the repayment amount due on each semi-
annual repayment date.  This is subject to the approval by IDA’s Board of Executive Directors after 
considering the borrower’s economic development.  As an alternative to shortening the credit's maturity 
('principal option'), the borrower has the choice to pay an interest rate that would result in the same net 
present value as the principal option ('interest option').  The GNI per capita threshold was originally set as 

                                                 
9  Exceptions in IDA11 included grants in the context of the joint Bank/Fund HIPC Debt Reduction Initiative. 

During IDA12, grants were provided to post-conflict countries prior to arrears clearance and for HIPC 
operations for interim relief for Honduras, Cameroon and Côte d’Ivoire to reimburse a portion of their IBRD 
debt service payments.  In IDA13, grant usage substantially expanded, within an agreed range of 18 to 21 
percent of overall IDA resources. These grants were allocated for specific categories, such as HIV/AIDS, 
natural disasters, as well as IDA-only counties that are very poor, vulnerable to increased debt, or attempting to 
recover following armed conflict.  

10  The charge related potion was originally set at 9 percent, and subsequently reduced to 7 percent when the 
commitment charge returned to zero.  See ‘IDA Commitment Charge for FY09,’ IDA/R2008-0206, June 6, 
2008. 

11  The commitment charge has been set a zero since FY09. 
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exceeding the historic cut-off (US$1,945 in FY13) for 5 consecutive years (the ‘old clause’), but in 1996 
it was lowered for new credits approved to exceed the operational cut-off (US$1,195 in FY13) for 3 
consecutive years (the ‘new clause’).  To date, the Executive Directors have approved exercising the 
accelerated repayment clause for eight countries that have met both the GNI and creditworthiness criteria, 
after reviewing their economic development.  These countries are Albania, Azerbaijan, China, Egypt, 
Equatorial Guinea, Indonesia, FYR of Macedonia, and St. Kitts and Nevis. 
 
Hard-term credits 

 
29. Starting in IDA14, IDA introduced “hard-term” credits which provide additional financing 
on hard terms to eligible blend countries.  The hard-term window is relatively small since it is funded 
from the charge-related portion (7 percent) of the overall volume-discount (20 percent) on IDA grants 
(total resources available for lending on hard terms in IDA16 is about SDR0.3 billion).12  Annual hard-
term country allocations are additional to the regular Performance Based Allocations (PBA) and are 
determined in proportion to a country’s PBA allocation.  All blend countries, except small islands that 
receive financial assistance on regular IDA-only terms, are eligible for additional allocations on hard 
terms.  Hard-term credits have a 25-year maturity, 5-year grace period, fixed interest charge (set at 200 
basis points below the fixed rate equivalent of an IBRD loan with the same weighted average maturity) in 
addition to the standard 0.75 percent service charge, and a variable commitment charge set annual 
between 0 – 0.5 percent.  The principal is repaid at 3.3 percent from years 6-15 and 6.7 percent from years 
16-25.  For FY13, the hard-term interest rate is set at 1.5 percent.  Hard-term credits account for about 0.9 
percent of projected IDA16 commitments. 

 
Guarantees  
 
30. Since IDA16, IDA has mainstreamed the Partial Risk Guarantees (PRG) program for loans 
to support projects undertaken by private entities in IDA countries.  The program was initially 
launched as a pilot in 1997.  Partial risk guarantees provide protection against debt service default 
resulting from the nonperformance of contractual obligations undertaken by governments or their 
agencies in private sector projects.  An IDA guarantee covers up to 100 percent of the principal and 
interest of a private debt tranche for default arising from specified sovereign risks, including government 
breach of contract, foreign currency convertibility risk, expropriation, and changes in law.13  Guarantees 
are available for IDA-only countries where an IBRD enclave guarantee is not available.  As of December 
31, 2012, IDA had US$448 million in outstanding guarantees, in addition to US$607 million in approved 
but not yet effective guarantees.  No IDA guarantee has been called to date and one guarantee, for Azito 
Power in Côte d’Ivoire, has now been fully discharged after almost 15 years of timely debt servicing.14 
 
31. IDA guarantees allow developing countries to leverage their IDA allocations to mobilize 
additional financial resources.  First, their IDA country allocation is reduced by only 25 percent of the 
value of an IDA guarantee, substantially reducing the opportunity cost of using IDA allocations for 
guarantees.  Second, IDA guarantees have contributed significantly to mobilizing project financing, 
enabling IDA countries to leverage their limited IDA resources.  In the 15 years since its introduction, 

                                                 
12  The charge related portion of the volume discount is the present value of IDA’s forgone service and 

commitment charges due to the provision of IDA grants. See “Additions to IDA Recourses: Fourteenth 
Replenishment,” IDA/R2005-29, paragraphs 77-82.  The remaining 13 percent of the total volume discount is 
reallocated through IDA’s performance-based allocation system. 

13  “Review of IDA Guarantee Pilot Program,” IDA/R2009-0137, May 20, 2009. 
14  For a detailed review of the PRG and related operational issues, including constraints on and actions to enhance 

its use, see “Modernizing the World Bank's Operational Policy on Guarantees: Approach Paper”, 
CODE/GS2011-0028, October 26, 2011. 
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IDA’s guarantee program has provided US$1.3 billion in commitments.15  Although the guarantee 
commitments account for a relatively small share of IDA’s overall financial commitments, they have 
mobilized a significant amount of project financing (eight times the actual IDA allocation used) and have 
been primarily used in large transformational projects. 

 
32. The Bank is considering an expansion of IDA’s guarantee program to include Partial Credit 
Guarantees (PCG) and Policy Based Guarantees (PBG).16  In light of market developments and new 
opportunities to mobilize development financing, and as part of the modernization of the World Bank’s 
Operational Policy on guarantees, a proposal is being developed to extend IDA’s guarantee products to 
include PCGs and PBGs.  Following a discussion of an approach paper on this proposal by the Board’s 
Committee on Development Effectiveness (CODE) in October 2011 and external consultations, a final 
paper will be put forward to CODE and the Board in 2013.  Based on the experience in IBRD, these 
instruments could further increase demand for IDA guarantees by helping improve IDA countries’ access 
to market funding, particularly for infrastructure where financing needs remain large.  In addition, as 
noted in the CODE Approach Paper,17 the Bank plans to further align the guarantee policies with lending 
policies, to facilitate the use of guarantees and encourage further leveraging of IDA's resources by 
mobilizing private and other resources.  Also, alignment of environmental and social safeguards for 
private sector projects among WBG institutions was approved by the Board on June 26, 2012 to facilitate 
WBG collaboration, including for guarantees.  The Bank continues to provide a series of training sessions 
on public-private partnership projects to increase awareness for the guarantee instruments internally and 
externally. 
 
C. Concessionality of IDA’s Financial Assistance 
 
33. IDA’s lending terms are highly concessional, with an average level of concessionality of 
credits and grants to IDA-only, blend and gap countries of 58 percent.  The lending terms are 
differentiated based on recipient countries’ economic capacity, with the most concessional terms targeted 
at the most vulnerable based on annual debt sustainability assessments.  For IDA16, an estimated 47 
percent of total commitments are expected to be provided on regular IDA-only terms, 17 percent on grant 
terms, and 36 percent on blend terms to blend and gap countries (see Table 4).18 

 
  

                                                 
15  IDA guarantee commitments result in a reduction in country allocation by only 25 percent of the total 

commitment. Therefore a total guarantee commitment amount of US$1.3 billion implies a reduction in country 
allocation of US$337 million.  

16  Partial credit guarantees cover debt service defaults on a specified portion of commercial debt, normally for a 
public sector project, regardless of the cause of default.  Policy-based guarantees (PBGs) are partial credit 
guarantees to help borrowers access external financing for general budgetary borrowing associated with policy 
and institutional reforms. 

17  “Modernizing the World Bank's Operational Policy on Guarantees: Approach Paper”, January 5, 2012 
18  These allocation percentages already incorporate Nigeria’s transition to blend status, which is projected in 

FY13/14. 
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Table 4: Weighted Average Grant Element by Replenishment Period (IDA9-16) 

 
Notes: 
1/ IDA countries are separated into 3 groups: IDA only, blend and gap, where gap countries have GNI per capita above the 

operational cut-off for more than 2 years, but are not creditworthy for IBRD lending.  Grant elements are calculated and the 
total average is weighted by lending volume. 

2/ Data cover actual commitments to countries up to FY12 and allocations to countries in FY13-14 in IDA16. 
3/ Hardened terms for gap countries were first introduced in FY02 (IDA13). 
 

 
D. Net Disbursements by IDA to Recipient Countries 
 
34. In addition to the concessionality of IDA lending terms, net disbursements to IDA countries 
have been highly positive.  Net disbursements are defined as annual gross disbursements to IDA 
countries on credits and grants, less annual borrower repayments of principal and charges.  Net 
disbursements by IDA to recipient countries have continued to be highly positive, averaging 67 percent of 
gross disbursements during FY01 to FY11 and representing about 54 percent of IDA’s gross 
disbursements in FY12.19  Net disbursements of IDA increased substantially over the last decade, 
especially to countries in the sub-Saharan Africa region and to the poorest IDA countries (see Chart 4), 
largely as a result of the positive impact for recipients of comprehensive debt relief extended to the 
poorest IDA borrowers and increased IDA resources. 
 
  

                                                 
19  Net disbursements in FY12 were relatively low mainly due to China’s voluntary prepayment of US$1 billion. 

IDA11 IDA12 IDA13 IDA14 IDA15 IDA16

Concessionality of financial assistance provided to:

IDA-only countries 62% 63% 71% 73% 72% 71%

Grants na 100% 100% 100% 100% 100%

IDA-only credits 62% 62% 61% 62% 62% 62%

Blend countries 59% 59% 58% 58% 59% 35%

Gap countries na na 41% 41% 42% 35%

IDA total 61% 61% 67% 68% 66% 58%

Break down of commitments by lending terms:

Share of grants 0% 1% 19% 22% 16% 17%

Share of IDA regular credits 69% 69% 58% 48% 49% 47%

Share of blends 31% 30% 19% 25% 30% 34%

Share of gaps na na 4% 5% 5% 2%



- 14 - 

 

Chart 4: Net Disbursements to Sub-Saharan Africa and Countries with 2011 GNI per Capita of 
US$600 or Below 

 
 
IV. INNOVATIVE FINANCING OPTIONS TO INCREASE IDA’S RESOURCES AND LONG-

TERM FINANCIAL SUSTAINABILITY 
 
35. In IDA16, three important measures were taken to enhance IDA’s resources and long-term 
financial sustainability.  First, the lending terms of IDA’s most economically advanced clients were 
differentiated by shortening the grace period to 5 years and maturity to 25 years (from 10 and 35 years 
respectively), and adding a 1.25 percent interest charge.  Financial assistance to blend and gap countries 
was provided on the new blend terms starting in FY12.  Second, the contractual accelerated repayment 
clause was invoked for eight graduate countries.  This accelerated the receipt of credit reflows from 
previously issued credits to these countries.  The contractual accelerated repayment clause will continue 
to be invoked for future IDA graduates.  Finally, IDA introduced a new policy framework to incentivize 
IDA graduates to voluntarily prepay their outstanding IDA credits beyond their contractual obligations.  
Under the new policy, IDA can provide graduates with a prepayment discount to the extent that IDA can 
earn investment income on the prepaid funds held prior to their disbursement for new IDA commitments 
that would be sufficient to cover the discount offered plus the loss of interest and charge income on 
prepaid credits.  In addition to these measures, IDA has implemented a number of other innovative tools 
to mobilize additional resources and/or assist clients to manage risks and meet their development 
financing needs.  These are summarized in Annex 6. 
 
36. Additional financing options are proposed for IDA17 financing to further enhance IDA’s 
resources and its long-term financial sustainability.  During the IDA16 replenishment discussions, 
IDA Deputies, Borrower Representatives and Management recognized that a number of challenges and 
opportunities would lie ahead in preparing for IDA17 and beyond.  In this context, a working group on 
IDA’s long-term financial sustainability was created (along with three other working groups) to facilitate 
brainstorming and discussions, outside of the replenishment negotiation process, on the evolving issues 
facing IDA and on potential options to enhance IDA’s long-term financial sustainability.  At the IDA16 
Mid-term Review, participants endorsed further consideration of three options (out of six options 
considered) as part of the IDA17 financing discussions: (1) including a limited amount of debt funding in 
IDA’s financing framework through concessional loans; (2) revising IDA’s future lending terms to reflect 
the economic capacity of its clients; and (3) allowing partner participation in financing existing IDA 
projects. 
 
37. Establishing guiding principles for evaluating any new option is important to ensure that it 
achieves the desired objectives.  The working group identified principles against which potential options 
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were evaluated,  which continue to be relevant for guiding the design of the options proposed for 
implementation in IDA17: 
 

• Protect IDA's core grant financing and avoid perverse incentives that result in lower grant 
contributions from partners; 

• Mobilize additional resources for IDA after considering the costs to implement and 
administer any new initiatives; 

• Enhance engagement with new development partners and contributions to IDA; 

• Increase flexibility to access funding on a countercyclical basis; and 

• Avoid undue complexity and fragmentation. 
 
A. Concessional Loans 
 
38. A unique combination of circumstances creates an opportunity to introduce a limited 
amount of debt funding into the IDA17 financing framework to leverage core grant funding.  The 
increased price differentiation in IDA’s lending terms introduced in IDA16 (in particular shortening the 
grace period and maturity and adding an interest charge) has created an opportunity to incorporate a 
limited amount of debt funding into IDA’s financing framework on a sustainable basis.  For IDA17, three 
additional factors further support consideration of using a limited amount of debt funding to finance 
IDA’s commitments.  First, the historically low level of interest rates would allow IDA to borrow on 
terms that could be structured to closely match the credits offered on blend and harder terms.  Second, 
IDA currently provides 36 percent of its financial assistance on blend terms, and for IDA17 
approximately 30 percent is projected to be provided on blend terms (based on expected graduations for 
IDA17).20  In addition, partners may decide to provide some transitional support to graduating countries 
on harder than blend terms.  Third, innovative funding mechanisms – such as concessional loans to IDA – 
could provide an additional mechanism for middle income partner countries to significantly scale up their 
financial contributions to IDA and increase its commitment authority. 
 
Financial risk management 
 
39. While financial risks are already inherent in IDA’s operations, the introduction of debt 
funding into IDA’s financing framework requires appropriate risk management measures.  Over 
the past one and a half years IDA staff has examined these risks and defined appropriate risk management 
frameworks to manage the liquidity, interest rate, and credit risks that could arise from the introduction of 
debt funding into IDA’s financing framework.  In many cases, IDA’s existing risk management 
frameworks can be adapted to cover incremental financial risks arising from the use of debt, including 
increasing the prudential minimum liquidity level.21  An additional important risk management measure 
would be the introduction of debt limits to: 
 

• Ensure the IDA would meet its debt servicing obligations without disrupting operations or 
needing to use grant contributions from partners (i.e., ensuring that debt would only be repaid 
through reflows from the additional lending made possible with that debt); and 

• Mitigate the reputational risk to the World Bank Group that would result from reporting a 
default on debt obligations by IDA. 

                                                 
20  See IDA17 accompanying paper “IDA’s Graduation Policy and Proposal for Transitional Support for 

Graduating Countries”, February 2013. 
21  Currently, IDA’s minimum liquidity is set at one third of annual gross disbursements on credits and grants over 

a rolling 3-year period.  If debt funding is introduced, this would be increased to include 50 percent of the 
average annual debt serving payments for a rolling 3-year period. 
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40. The prudential debt limit would need to be established based on replenishment-specific 
factors.  The debt limit would be set as a percentage of total grant funding mobilized for a replenishment 
based on: (1) the overall concessionality of IDA as a result of the projected mix of lending terms on 
which IDA provides financial assistance to its clients (in particular, the proportion of lending on blend 
terms or transitional support provided to graduating countries on harder than blend terms); and (2) the 
terms on which IDA would borrow.  The debt limits would take into account estimates for possible non-
accruals on the underlying loan portfolio of IDA, possible timing differences between receiving reflows 
from recipients and making payments on debt obligations, and the possibility of assumptions used in 
modeling the debt limits being different from the actual parameters (for example, the actual mix of 
lending terms based on commitments, or the speed of disbursements, etc.).  In addition, IDA would 
establish cumulative debt limits to ensure IDA’s aggregate debt levels would remain within prudential 
limits when assessed at a total balance sheet level taking into consideration the use of debt over 
successive replenishments.  Annex 4 provides a technical overview of concessional loans, which further 
discusses debts limits. 
 
Additionality and substitution risk 
 
41. Due to the highly concessional nature of IDA’s overall financing, the bulk of IDA’s funding 
will need to come in the form of grants.  The debt funding option should not create perverse incentives 
to reduce grant contributions from partners.  If debt funding is additional, it provides a leverage benefit 
where IDA can achieve a greater overall funding volume with a given level of grant funding. 
 
42. If IDA’s partners substitute their core grant contributions in favor of debt contributions 
this would have serious negative consequences for IDA’s finances.  First, it would erode incentives for 
any partners to provide contributions in the form of grants, without which IDA cannot operate.  Second, it 
would have a triple negative effect in terms of IDA’s overall funding envelope: 
 

(a) The direct reduction of grants.  Grant funding is the most important source of IDA’s 
funding accounting for 65-75 percent of total replenishment funding.  Substitution to debt 
funding would directly cut this critical source of finance. 

(b) The reduction of the maximum debt level.  IDA needs grant funding for most of its 
financing activities and the maximum volume of debt funding that IDA could sustainably 
use would be set as a percentage of grant funding (as summarized above and described in 
Annex 4).  Therefore, a cut in grant contributions would also result in a cut to the maximum 
debt funding that can be absorbed. 

(c) The reduction of internal resources available for commitment authority.  Grant funding 
results in a revolving resource to IDA as the reflows from credits generate internal resources 
that are available for future IDA lending.  Any option that would result in incentives for 
partners to reduce their grant funding to IDA would erode IDA’s long-term financial 
sustainability and weaken IDA’s ability to provide financial assistance to its clients in the 
future.  The size of the replenishment and specifically that portion of the replenishment 
financed by grant funding determine the level of credit reflows that IDA will receive in the 
future.  Smaller replenishments due to substitution would reduce IDA’s internal resources.  
Where debt funding is additional, there would be no long-term detriment to IDA because the 
replenishment including debt would be larger than excluding debt (i.e., the reflows used to 
repay the debt would be from commitments over and above what would have been possible 
with grant funding alone).  With substitution, however, IDA would lose grant funding that 
would have added to future internal resources. 
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Chart 5: Illustration of Impact of Substitution on Overall Funding Volume  

  
Notes: 
a  Direct reduction of grants. 
b Reduction of the maximum debt level. 
c Reduction of internal resources available for commitment authority. 

 
43. To avoid the risk of substitution, it is critical that partners abide by the principles identified 
by the working group on IDA’s long-term financial sustainability to protect IDA's core grant 
financing, avoid perverse incentives that result in lower grant contributions from partners, and 
mobilize additional resources.  Debt funding only increases IDA’s financial sustainability if it is 
implemented in a way that mobilizes additional resources for IDA.  Unambiguous endorsement of the 
principle of additionality should be a cornerstone of an agreement to include debt funding into the IDA17 
financing framework.  To achieve this principle, it is proposed that:  
 

(a) only the grant element of a concessional loan – the present value of the portion of a 
concessional loan that conveys an actual realizable financial benefit to IDA – be treated as a 
partner contribution for burden sharing and voting rights purposes (both directly in IDA and 
for the shareholding realignments in IBRD); 

 
(b) partners maintain a minimum baseline burden share by utilizing the concessional loan option 

to preserve or increase their IDA16 basic burden share on a grant equivalent basis (defined 
as including both core grant contributions plus the grant element of concessional loans), 
while retaining a minimum proportion of their IDA16 burden share in grants (see Annex 
4);22 and  

 
(c) setting prioritization rules to accept concessional loans to promote additionality and avoid 

substitution. 
 
  

                                                 
22  The proportion of IDA16 basic burden share resulting from core grants should reflect the overall share of 

funding that is required on grant terms.  For example, if the debt limit is 20 percent of total replenishment size, 
then an individual partner’s basic contribution should include at least 80 percent (100 – 20 percent) of its IDA16 
contribution in grants.  Annex 4 provides an example of how this could apply. 
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Fair treatment and transparency between partners 
 
44. Same criteria for recognition.  All partners would receive recognition for burden sharing and 
voting rights (both directly in IDA and for the shareholding realignments in IBRD) based on the grant 
element of the concessional loan.23 To ensure equity of treatment between partners, this grant element 
should represent an actual, realizable financial benefit to IDA so that the recognition provided for loan 
contributions is appropriate relative to the recognition provided for grant contributions.  The interest 
charged on blend credits (1.25 percent) would be an appropriate reference rate as this would calculate 
concessionality based on the actual realizable financial benefit conveyed to IDA through the positive 
spread between the interest income earned from blend credits over the borrowing costs.24  This rate would 
be used as the discount rate in the present value calculation to determine the concessionality of a loan.  
Annex 4 provides some illustrative scenarios for determining the grant element of concessional loans.  

 
45. Same terms for all partners.  To ensure transparency and fair treatment, all partners would 
provide loans to IDA on the same terms, potentially selecting from the options in Table 5.  Partners would 
not be able to negotiate individual terms.  Important features of the concessional loan would include: 
 

• Debt options would be denominated in SDRs.  Accepting loans that are not denominated in 
SDRs would present significant challenges for IDA because there are no market instruments 
available to hedge single currencies into SDRs over 25- to 40-year maturities.  However, 
entering into back-to-back hedging agreements with partners wanting to provide non-SDR 
loans (for example through their Central Banks) could be contemplated in order to ensure 
that the agreed SDR concessional lending terms are achieved. 

• A minimum size of debt contribution (such as US$100 million) would be applied in order to 
simplify the financial management of debt funding in IDA’s operational and risk 
management framework. 

• The loan would be drawn-down over 3 years to provide additional flexibility for IDA to 
manage liquidity.25 

• In order to ensure equity among all partners, interest payments on loans to partners that are 
in arrears on their grant contributions to IDA could be withheld.  This would also provide an 
additional incentive for partners to provide timely payments and encashments to IDA and, in 
the event of delays, would help to compensate IDA for the financial losses caused by 
overdue payments from partners. 

• In addition to the specific considerations described in this paragraph, early guidance is 
sought from Deputies about the terms on which IDA would borrow from partners, for 
example with two options provided for either a 25-year or a 40-year SDR loan (summarized 
in Table 5). 

 
  

                                                 
23 The grant element is calculated by comparing the present value of the amount disbursed for the concessional 

donor loan vs. the present value of the amount repaid. 
24  This rate differs from the 6 percent discount rate used to calculate the concessionality of IDA lending terms 

because it aims to benchmark against the financial gain conveyed to IDA through the concessional loan, rather 
than the estimated cost for recipients to borrow at market rates.  The objective is to ensure that the burden 
sharing and voting rights recognition given to partners that provide loans is based on the actual financial gain to 
IDA, so that this is more comparable with the recognition provided to partners that provide their contributions 
in the form of grants. 

25  In order to optimize IDA’s liquidity management, the first drawdown for one third of the loan amount would be 
in the first quarter of FY15 (between July 2014 to September 2014). 
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Table 5: SDR Borrowing Term Options for IDA 
 

 Maturity Grace  
Period 

Interest on 
outstanding 

balance 

Amortization 

Option 1 25 years 5 years Max 0.5% 5% per annum  
(yr 6 – 25) 

Option 2 40 years 10 years Max 0.5% 3.3% per annum  
(yr 11 – 40) 

Notes: 
Partners would have the option to offer a loan with a lower level of interest, but in other respects, the term structure would 
match one of the two options. 

  
46. Prioritization rules.  In line with the additionality principle discussed above, the concessional 
loan option is designed as a mechanism for partners seeking to significantly scale up their contributions.  
Accordingly, the loan option would be available to partners who meet the minimum baseline burden share 
requirements – i.e., IDA16 basic burden share on a grant equivalent basis (including the grant element of 
concessional loans) and including a minimum proportion of the IDA16 burden share in grants (see 
paragraph 43(b) and Annex 4).  In the event that loan offers exceed the debt limit, IDA would need 
transparent rules to determine which debt offers would be accepted first in a way that promotes 
additionality while also providing for fairness and equitable access.  To achieve both of these objectives, 
an approach such as outlined below (and illustrated in Annex 4) could be followed:  
 

(a) First stage: prioritization based on IDA17 core burden shares.  To ensure equitable 
access by all partners, loan offers would be prioritized based on IDA17 core burden shares 
(excluding any grant equivalent contribution from concessional loans) up to a portion of the 
available debt limit (for example up to 50 percent of the total debt limit).26   

 
(b) Second stage: prioritization based on additionality.  To incentivize additionality, the 

remaining debt would be available in order of priority to those partners with the highest 
percentage change in core burden share in IDA17 compared to IDA16.  The allocation 
would continue until either all loan offers that meet the minimum baseline burden share 
requirements had been accepted, or the debt limit has been reached. 
 

(c) Unutilized debt limit.  If an unutilized debt limit were to remain after the second stage, this 
would be allocated to partners that could not meet the baseline burden share requirements at 
the discretion of the Association, for instance, if concerned partners ability to provide grants 
is constrained by fiscal stress and there are concurrent cuts in grant funding to other MDBs 
and development agencies. 

 
B. Review of Lending Terms for IDA-only Countries 

 
47. The terms on which IDA provides financial assistance is a key driver for IDA’s financial 
sustainability and should be periodically reviewed in light of changes in the economic capacity of 
IDA’s clients and general developments in the global economic environment and capital markets.  

                                                 
26  The ‘core burden share’ would be an individual partner’s contribution in the form of grants as a percentage of 

the total funding to be provided by donors as agreed under the preferred financing scenario.  Typically, the 
preferred financing scenario is agreed at the third replenishment meeting (in October) and partners could 
calculate their core burden share based on their intended grant contribution relative to the preferred financing 
scenario. 
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In IDA16, the lending terms for IDA’s most economically advanced blend and gap clients were further 
differentiated from regular IDA-only terms.  For IDA17, a revision of the terms for IDA-only countries is 
being considered for two main reasons.  First, since the inception of the Debt Sustainability Framework 
(DSF), sizeable improvements have taken place in the risk of debt distress ratings, driven mainly by debt 
relief efforts, but also supported by improved macroeconomic management in low income countries 
(LICs) (see Chart 6 for a summary of these changes in the sub-Saharan Africa region).  Second, regular 
IDA-only credits remain among the most concessional forms of finance available from development 
organizations with a grant element of 62 percent (see Annex 5 for a comparison of lending terms of 
MDBs).  Modestly revising the lending terms on credits by shortening the grace period and changing to 
straight line amortization would increase the speed at which reflows to IDA can be recycled for new 
lending, thus increasing IDA’s internal resources available for new commitments, while maintaining a 
high degree of concessionality. 
 

Chart 6: Assessments of Sub-Saharan African Countries’ Risk of Debt Distress 

 
 
Source: "How clean is the slate? African public debt since debt relief", Merotto Dino, Thomas Mark and Stucka Tihomir, WB 
Working Paper Series, forthcoming. 

 
48. IDA’s lending terms are highly concessional, with differentiation to reflect the economic 
capacity of IDA’s clients.  As detailed above, currently there are three lending terms on which IDA 
provides financial assistance: grants, regular IDA-only credits (40-year), and blend credits (25-year).  
Grants have the maximum level of concessionality with 100 percent grant element.27  Regular IDA-only 
credits are among the most concessional forms of credit financing available from development 
organizations with a grant element of 62 percent.  Blend credits are still concessional with a grant element 
of 35 percent, but less concessional than the terms IDA offers to its poorest clients.  The lending terms on 
which IDA provides financial assistance to clients are based on their risk of debt distress, level of GNI per 
capita, and creditworthiness for IBRD borrowing.  The most concessional terms are provided to IDA-only 
countries (GNI per capita below the operational cut-off) with a high risk of debt distress (100 percent in 
the form of grants), then to IDA-only countries with a medium risk of debt distress (50 percent in the 
form of grants and 50 percent as regular IDA-only credits).  IDA-only countries with low risk of debt 

                                                 
28  This represents the maximum percentage of commitment authority allocated on revised lending terms that could 

be front loaded into commitment authority.  The ability to front load any of these reflows would depend on 
available bridge financing.  See below for further information. 
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distress receive financial assistance on regular IDA-only terms, while IDA’s more economically advanced 
blend and gap borrowers receive financial assistance on blend terms. 
 
49. In light of evolving circumstances, future lending terms for the IDA-only countries warrant 
a revision in IDA17.  The changes could be applied to all IDA-only credits issued to “green-“ and 
“yellow-light” IDA-only countries (with a low and moderate risk of debt distress respectively), or IDA 
could differentiate between countries based on their risk of debt distress and only revise the lending terms 
for IDA-only countries with a low risk of debt distress (“green-light” countries).  In either case, countries 
assessed at a high or moderate risk of debt distress (“red-light” and “yellow-light” countries) would 
continue to receive some or all of their financial assistance in the form of grants.  Simulated external 
public and publicly guaranteed debt burden trajectories demonstrate that revising IDA’s lending terms as 
proposed below, and possible equivalent changes by other MDBs, are unlikely to have a material impact 
on either green- or yellow-light, IDA-only countries’ debt sustainability risk ratings (see Annex 5).  
However, differentiating the lending terms between IDA-only countries based on their risk of debt 
distress would create a moral hazard and could result in undesirable distortions because better macro and 
debt management performance would in effect be penalized by harder lending terms.  Therefore, 
maintaining parity between credit terms provided to yellow- and green-light IDA-only countries would be 
preferable and it is therefore recommended that the revision be applied to all IDA-only countries.  The 
Debt Sustainability Analyses (DSAs) that are regularly conducted for IDA countries would provide a 
regular mechanism to recalibrate the lending terms for countries in the event of a deterioration of their 
debt sustainability.  An exception to the revision of lending terms could be considered for small island 
economies because of their particular vulnerabilities (such as export concentration, high infrastructure and 
transportation costs and fewer opportunities to pursue economies of scale), limited institutional capacity 
and severe human resource constraints, lack of natural resources, and high vulnerability to natural 
disasters.  Based on these risk factors combined with the relatively low share of IDA resources allocated 
to these countries individually and in aggregate (0.4 percent of all green- and yellow-light countries), no 
change in the lending terms for small island economies is recommended. 

 
50. Options for revising IDA-only countries’ future lending terms must take into consideration 
their continued need for concessional financial assistance as well as their needs for higher volumes 
of funding.  IDA-only countries are the world’s poorest and have a GNI per capita below the operational 
cut-off (US$1,195 in FY13).  They are not eligible for IBRD loans and have limited – if any – access to 
capital markets or alternative sources of funding.  They face funding constraints and are unable to 
mobilize the resources necessary to finance their development needs.  IDA’s lending terms to these 
countries must balance both their need for concessionality and increased lending volumes.  Furthermore, 
other development organizations may harmonize their lending terms with IDA, so the change in lending 
terms must be appropriate, even if applied concurrently by multiple development organizations.  
Therefore, options to restructure the future lending terms for IDA-only countries should increase the 
speed at which reflows to IDA can be recycled for new lending, while maintaining a high degree of 
concessionality with a grant element at around 50 percent or higher. 
 
51. Shortening the grace period and/or accelerating the amortization period increases the speed 
with which reflows can be recycled for new commitments; adding an interest charge would also 
generate additional income that would further increase IDA’s internal resources available for future 
commitments.  Three options for revising the future lending terms for all IDA-only countries are 
considered based on their potential to increase the rate at which IDA receives reflows that can be on-lent 
while maintaining a high degree of concessionality.  The terms, concessionality, and maximum potential 
to front load the benefit in IDA17 are summarized below.  In addition, Table A in Annex 5 compares 
these terms with IDA’s existing terms as well as the terms of other development agencies and shows that 
financial assistance provided on these terms would remain highly concessional.  The three options are as 
follows: 
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i. 35/5 year credit – the grace period would be reduced from 10 to 5 years, but the amortization 
schedule would remain unchanged, namely back-loaded with principal repaid at 2 percent per 
annum for the first 10 years (year 6 – 15), then 4 percent per annum for the remaining 20 
years (year 16 – 35).  The credits would continue to have zero interest, and would be subject 
to the standard service and commitment charges.  The resulting grant element is 54 percent.  
Under this option, 10 percent of the reflows of an IDA-only credit would be received within 
the 10-year disbursement period, representing the maximum amount that could be front 
loaded into commitment authority, provided bridge financing is available.28  Using IDA16 as 
a proxy, and given that green-light and yellow-light credits represent approximately 47 
percent of IDA16’s allocation, this option could potentially increase IDA17’s commitment 
authority by 3.4 to 3.8 percent (see Annex 5).  
 

ii. 37/5 year credit with straight line amortization – the grace period would be reduced from 
10 to 5 years, and the amortization schedule would be changed to a straight line basis of 
3.125 percent (year 6 – 37).  The credits would continue to have zero interest, and would be 
subject to the standard service and commitment charges.  The resulting grant element is 51 

percent.  Under this option, 15 percent of the reflows of an IDA-only credit would be 
received within the 10-year disbursement period, representing the maximum amount that 
could be front loaded into commitment authority, provided bridge financing is available.  
Using IDA16 as a proxy, this option could potentially increase IDA17’s commitment 
authority by 5.3 to 5.9 percent.   

 
iii. 37/5 year credit with straight line amortization plus 0.3 percent interest – the grace 

period would be reduced from 10 to 5 years, and the amortization schedule would be changed 
to a straight line basis of 3.125 percent (year 6 – 37).  The credits would carry interest at 0.3 
percent, in addition to the standard service and commitment charges.  The resulting grant 

element is 48 percent.  Under this option, 16 percent of the reflows would be received within 
the 10-year disbursement period, representing the maximum amount that could be front 
loaded into IDA17 commitment authority, provided bridge financing is available.  Using 
IDA16 as a proxy, this option could potentially increase IDA17’s commitment authority by 
5.7 to 6.4 percent. 
 

52. The ability to receive credit reflows more quickly due to revising the future lending terms 
for IDA-only countries would depend on the availability of bridge financing.  The suggested options 
for revising terms would result in credit reflows being received back to IDA more quickly because of 
shortening the grace period to 5 years, moving to straight line amortization of principal repayments, 
and/or adding an interest charge.  These options would result in some credit reflows being received within 
the second half of the 10-year disbursement period of any given replenishment.  In order to front load the 
use of these credit reflows in the same replenishment, bridge financing would be required to provide 
funding for disbursements made during the first half of the 10-year disbursement period (i.e., before the 
credit reflows would be received as a result of the revising of the lending terms).  The funds could be 
front-loaded into IDA17 commitment authority provided that bridge financing is available.  
Considerations on possible sources of bridge financing are: 
 

• Internal resources.  In IDA16, some of the reflows resulting from the shorter grace period 
and interest charge on new blend credits were front loaded into IDA16 commitment authority 

                                                 
28  This represents the maximum percentage of commitment authority allocated on revised lending terms that could 

be front loaded into commitment authority.  The ability to front load any of these reflows would depend on 
available bridge financing.  See below for further information. 
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using IDA’s core liquidity to fund disbursements until reflows are actually received.29  Based 
on current liquidity projections, IDA would not have sufficient liquidity to finance this front-
loading if lending terms are revised in IDA17. 

• Front loaded standard encashment schedule.  Partners could agree to somewhat front load 
the standard encashment schedule without receiving any additional discount/credit.30  This 
would provide IDA with additional liquidity that would not need to be invested in the partner 
acceleration tranche, which could provide bridge financing. 

• Accelerated draw down of a concessional loan.  The proposed concessional loan could be 
drawn down more quickly than the projected disbursement profile.31 

 
The actual decision regarding the preferred approach for bridge financing will be discussed by Deputies at 
the third meeting, when the encashment schedule is typically discussed. 

 
53. Many IDA countries would welcome higher lending volumes from IDA to help meet their 
development financing needs and even a modest decrease in concessionality could increase the 
reflows in IDA17.  For IDA17, as with IDA16, all stakeholders will need to make a significant effort to 
contribute to a successful replenishment, and it will be important that an increase in IDA lending volume 
due to a revision of terms is not offset by lower contributions from partners.  The second option – 37/5 
credit with straight line amortization – provides the best mix of concessionality for recipients (with the 
grant element remaining above 50 percent) and sustainability enhancement for IDA (with between 5.3 to 
5.9 percent of commitment authority being received back through reflows on these credits within the 
replenishment disbursement period).  Revising the future lending terms for all IDA-only credits, with the 
exception of financial assistance provided to small islands economies, is recommended as this is unlikely 
to have a material impact on countries’ debt risk ratings for either green- or yellow light countries, 
maximizes the benefit to IDA, and avoids introducing moral hazard by effectively penalizing countries 
for improved macro and debt management performance. 
 
C. Partner Participation in Financing IDA Projects 
 
54. This option would offer partners an opportunity to participate in financing existing IDA 
projects that meet their specific sectorial, thematic, or regional/country focus.  It would provide an 
efficient vehicle to support key projects and reduce aid fragmentation.  Since IDA would have initially 
provided the funding, supported project preparation, and assumed much of the initial project risk, 
participations would provide partners with an opportunity to quickly support projects already showing 
development results.  Partners could elect to participate on either grant or loan terms, both of which 
increase the size of IDA’s commitment authority.  The proceeds from the participation would be allocated 
to all IDA recipients through pro rata increased allocations under the PBA system.  IDA would maintain 
full and sole responsibility for implementation, supervision, and administration of the underlying projects, 
by always retaining at least some interest in the underlying projects.  Loan participation arrangements 

                                                 
29  For IDA16, this means that disbursements made during the first 5 years (FY12 – FY16) are funded out of 

liquidity until the reflows begin to be received starting in FY17. 
30  The amount needed for front loading would be estimated based on the financing scenario, and the proposed 

standard enashment schedule would be adjusted and provided to donors for approval at the third replenishment 
meeting.  Any encashment acceleration beyond the agreed adjusted schedule would entitle the donor to an 
acceleration discount or credit as usual. 

31  Drawing down a loan before the funding is required for disbursement would mean that IDA would pay interest 
on the loan before receiving interest income on the underlying credit (known as ‘the cost of carry’).  This could 
be covered by any investment income that IDA earned while holding the funds in liquidity.  If the investment 
return is higher than the interest cost, it results in a positive cost of carry (or gain to IDA), otherwise it results in 
a negative cost of carry (or a loss to IDA). 
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between IDA and partners could incorporate cooperation and knowledge sharing dimensions, promoting 
the goals in the agreement reached by the Busan Partnership for Effective Development Cooperation.32  
 
55. It is essential that a participation program not create any perverse incentives to reduce 
regular contributions to IDA’s core program.  To mitigate this substitution risk, participation 
agreements would be negotiated outside of the replenishment process as one option for partners to 
provide supplemental contributions to an on-going replenishment.  Furthermore, participations would not 
be considered for burden sharing or voting rights purposes.   
 
56. An initial pilot participation program would be useful to refine the policy framework and 
assess the fee level required to cover any incremental operating costs resulting from the program.  
The pilot program would allow IDA to: (i) refine the matrix/criteria used to evaluate project’s eligibility 
for the loan participation program and procedures for a due diligence review; (ii) understand the benefits 
of participations most valued by partners and develop communication strategies; (iii) identify the 
agreement terms that are most challenging for IDA or the participating partner and gain experience on 
how to address these challenges; (iv) gain experience in drafting the legal agreement and its subsequent 
application to actual transactions; (v) obtain transaction experience to identify recording system 
requirements; and (vi) build experience on the visibility reporting that is most appreciated by partners.  
With these learning outcomes from the pilot program, IDA would be able to evaluate the cost 
implications and assess the appropriate fee level for a participation program.   
 
 

V. IDA17 FINANCING FRAMEWORK 
 
57. The demand for IDA resources will be presented at the second replenishment meeting in 
June 2013.  This will be based on a ground up assessment of the financing needs for IDA recipients 
based on regional, sectoral and thematic assessments, and individual country assistance strategies.  A 
range of scenarios will be presented describing what could be achieved with each level of financing.  In 
parallel, the financing framework will be presented for each scenario.  The following summarizes the 
information related to the financing framework that will be presented to IDA Deputies during the 
remaining replenishment meetings. 
 
58. Second replenishment meeting.  The demand scenarios and associated financing frameworks 
will be presented at the second replenishment meeting in June 2013.  The financing scenarios will include 
total internal resources available for commitment authority and the total funding required from 
contributing partners to meet the targeted demand scenario: 
 

(a) Total Internal Resources 
 

• Internal resources.  The financing frameworks will include the level of internal resources 
available under each scenario, where internal resources are comprised of credit reflows, 
investment income, and a drawdown of excess liquidity, if available.  As described in 
section II, the level of internal resources available for commitment authority in each 
replenishment is based on long-term projections and their impact on IDA’s liquidity.  In 
IDA17, a number of additional variables will affect the level of internal resources that are 
available for commitment authority under specific scenarios including: the overall size of the 
replenishment, the potential inclusion of debt funding, and various options for bridge 
funding in order to front-load the use of credit reflows that result from restructuring of 

                                                 
32  “Busan Partnership for Effective Development Cooperation”, Fourth high level forum on aid effectiveness, 

Busan, Republic of Korea, December 1, 2011. 
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lending terms.  Therefore, range estimates will be provided in June for the internal resources 
available in each scenario, with the actual level of internal resources being determined based 
on the pledges received in December.33   

• One off measures to accelerate or front load the use of credit reflows.  IDA16 included a 
number of one off measures to increase credit reflows available for commitment authority, 
including voluntary and contractual prepayments and differentiating lending terms for blend 
and gap borrowers.  For the IDA17 financing framework, there could be additional one off 
measures and estimates will be provided of the funding that could become available from 
implementing the contractual accelerated repayment clause for graduating countries, and the 
potential to front load credit reflows from revising lending terms for IDA-only countries 
(subject to available bridge financing). 

• World Bank Group transfers.  An estimate of the IBRD and IFC transfers will be made.34  
However, the actual level of the IBRD transfer would be determined in line with IBRD’s 
financial capacity as determined by IBRD’s Board.  IFC’s Board approves the annual net 
income allocations, which would lead to any decision of its contribution to IDA17 in the 
latter half of 2013 at which time the financing framework will be updated. 

 
(b) Total Funding Required From Contributing Partners 

 

• Compensatory items.  Compensatory items include: (a) donor compensation for foregone 
reflows due to debt relief provided under HIPC for FY15-17; (b) donor financing for arrears 
clearance operations during IDA17; and (c) donor compensation for foregone principal in 
FY15-17 due to providing grants.  Preliminary estimates for these amounts will be included 
in the June paper, with subsequent revisions based on the updated debt relief cost estimates 
that will be available in October 2013. 

• MDRI compensation.  As noted in Section II, partners established a separate MDRI 
replenishment spanning four decades (FY07-44).  Partners are expected to provide firm, 
unqualified commitments over a rolling decade corresponding with the disbursement period 
of the current replenishment.  The expected firm donor commitments to provide 
compensation for forgone reflows for the three years added during IDA17 (FY23-25) will be 
included as part of the IDA17 financing framework.  This represents the donor contributions 
to MDRI that have not been used as part of the commitment authority of previous 
replenishments.  This amount will be estimated in June, and revised based on the 2012 debt 
relief cost update that will be available in October 2013. 

• Concessional loans.  The amount of financing that could be mobilized through concessional 
loans will not be estimable in June.  In June, the debt limit – representing the maximum 
amount of debt, not the expected amount of debt - will be provided as a memo item for each 
scenario based on the agreed borrowing terms (for example SDR loans with a 25-year 
maturity and 5-year grace period). 

• Basic grant contributions.  This represents new grant contributions required from donors 
over and above previous commitments made to provide compensation for debt relief (under 
HIPC and MDRI), arrears clearance, and for foregone principal due to provision of grants.  
In terms of the financing scenarios, this will be the ‘balancing figure’ that achieves the 
targeted replenishment size under the respective scenarios. 

                                                 
33  In past replenishments, a point estimate has been provided for internal resources available for commitment 

authority based on the preferred scenario and this has not been revised based on the actual replenishment 
pledges and funding.  In IDA17, however, unknown variables related to new options have material impacts on 
IDA’s short and medium term liquidity which impacts the internal resources available for IDA17 commitment 
authority.  Therefore, a range of internal resource estimates within each scenario is required. 

34  Development Committee Communiqué, Washington, D.C., April 25, 2010. 
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59. Third replenishment meeting.  The financing scenarios will be updated to reflect revised 
estimates for each of the funding sources and partner feedback with respect to the preferred scenario at 
the third replenishment meeting in October 2013.  Additional financing variables will also be presented to 
contributing partners including:  

• The MDRI costs to be used for the IDA17 replenishment. 

• The agreed replenishment reference exchanges rates, being the six-month average from 
March 1, 2013 to August 31, 2013. 

• The standard encashment schedule to be used for the replenishment, including the use of a 9-
year schedule and any agreed front-loading to provide bridge financing to allow IDA to front 
load the use of credit reflows resulting from revising lending terms. 

• The discount rate used to calculate acceleration discounts or credits offered to donors that 
accelerate the encashment of their contributions beyond the agreed standard encashment 
schedule. 

 
60. Bilateral consultations.  In addition to the financing framework papers presented at the second 
and third replenishment meetings, each donor will receive individual scenarios illustrating their share of 
the costs of financing the respective scenarios based on their IDA16 burden shares, as well as the portion 
of their MDRI commitments that should be unqualified during IDA17. 
 
61. Final replenishment meeting.  The final replenishment meeting is expected to take place in 
December 2013.  At this meeting contributing partners would announce their individual contributions to 
IDA17.  If concessional loans are included in the financing framework, these would also be announced 
during the pledging session. 
 

VI. ISSUES FOR DISCUSSION 
  

62. Guidance is sought from IDA Deputies with respect to the possible new financing options 
that could be considered in IDA17 as follows: 
 

A. Do Deputies support the use of a limited amount of debt funding as part of the IDA17 
financing framework and the following principles: 
 
a. unambiguous endorsement of the principle of additionality - to protect IDA's core grant 

financing, avoid perverse incentives that result in lower grant contributions from 
partners, and mobilize additional resources; 
 

b. only the grant element of a concessional loan – the present value of the portion of a 
concessional loan that conveys an actual realizable financial benefit to IDA - would be 
treated as a partner contribution for burden sharing and voting rights purposes (both 
directly in IDA and for the shareholding realignments in IBRD);  
 

c. partners would maintain a minimum baseline burden share requirement by utilizing the 
concessional loan option to preserve or increase their IDA16 basic burden share on a 
grant equivalent basis (defined as including both core grant contributions plus the grant 
element of concessional loans) while retaining a minimum proportion of their IDA16 
burden share in grants;   

 
d. setting prioritization rules to accept concessional loans to promote additionality and 

avoid substitution; and 
 



- 27 - 

 

e. any partner would have the option to provide debt in SDRs on the same terms with 
either a 25/5 year loan or 40/10 year loan with the maximum interest being 0.5 percent. 

 
 

B. Do Deputies support revising IDA’s future lending terms for IDA-only countries and the 
following principles:   
 
a. Revising the lending terms of credits provided to all IDA-only countries with an 

exception for small island economies.  Yellow- and red-light countries would continue 
to receive some or all, respectively, of their IDA allocations in the form of grants. 
 

b. Lending terms would be revised by shortening the grace period to 5 years, with straight 
line amortization and a resulting grant element of 51 percent. 

 
C. Do Deputies support allowing partners to participate in financing existing IDA projects 

and the following principles: 
 
a. An initial pilot program limited to participation agreements to receive supplemental 

contributions made during the 3-year IDA17 replenishment. 
 

b. Participation agreements would be negotiated outside of the replenishment process as 
one option for partners to provide supplemental contributions to an on-going 
replenishment, and would not be considered for burden sharing or voting rights 
purposes. 
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Annex 1: Partner Contributions to IDA, from Initial Replenishment through IDA16 
(shares of total partner contributions) 

 

Country ID00 ID03   b/ ID04 FY84 AFFA MDRI Total

Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) Share ( %)

Argentina - - - - - - 0.21% 0.42% - - - - - 0.10% 0.10% - - - - 0.20% - 0.05%

Austra l ia 2.54% 2.45% 2.01% 1.99% 2.02% 2.03% 1.91% 3.29% 1.98% - 1.86% 1.99% 1.48% 1.58% 1.80% 1.50% 1.46% 1.46% 1.79% 2.05% 1.61% 1.94%

Austria 0.63% 0.62% 0.68% 0.68% 0.69% 0.65% 0.68% 0.99% 0.68% 1.65% 0.65% 0.80% 0.90% 0.90% 1.00% 0.78% 0.78% 1.47% 1.52% 1.52% 0.78% 1.14%

Ba ha ma s, the - - - - - - - - - - - - - - - - - - - 0.01% - 0.00%

Ba rbados - - - - - - - - - - - - - - - 0.002% - 0.002% 0.002% 0.002% - 0.00%

Belgium 1.04% 1.02% 1.71% 1.69% 1.72% 1.62% 1.68% 2.01% 1.68% 1.49% 1.57% 1.63% 1.55% 1.55% 1.55% 1.55% 1.55% 1.55% 1.57% 1.56% 1.55% 1.75%

Bosnia and Herzegovina - - - 0.02% 0.01% 0.01% 0.02% 0.02% 0.02% - - - - - - - - - - - - 0.00%

Botswana - - - - - - - - - - - - - 0.01% 0.01% - - - - - - 0.00%

Bra zi l - - - - - - 0.42% 0.50% 0.25% - 0.23% 0.09% 0.08% 1.33% 0.16% 0.95% 0.61% 0.61% 0.62% 0.30% - 0.39%

Cana da 4.77% 5.15% 6.28% 6.23% 6.17% 5.82% 4.30% 8.13% 4.50% 7.78% 4.68% 4.75% 4.00% 3.75% 3.50% 3.75% 4.02% 3.78% 4.00% 4.05% 3.90% 4.68%

Chi le - - - - - - - - - - - - - - - - - - - 0.10% - 0.02%

China - - - - - - - - - - - - - - - - - - 0.10% 0.48% - 0.09%

Colombia - - - - - - 0.08% - 0.08% - 0.07% - - - - - - - - - - 0.01%

Croa tia - - - 0.05% 0.03% 0.03% 0.05% 0.04% 0.05% - - - - - - - - - - - - 0.01%

Cyprus - - - - - - - - - - - - - - - - - - 0.02% 0.02% 0.02% 0.01%

Czech Republ ic - - - - - - - - - - - 0.06% 0.05% 0.05% 0.05% 0.05% 0.05% 0.05% 0.06% 0.05% 0.05% 0.05%

Denma rk 1.10% 2.78% 1.10% 1.10% 1.21% 1.14% 1.20% 1.43% 1.20% 2.33% 1.22% 1.30% 1.39% 1.78% 1.30% 1.58% 1.58% 1.26% 1.09% 1.09% 1.74% 1.48%

Egypt - - - - - - - - - - - - - - - - - - 0.01% 0.01% - 0.00%

Estonia - - - - - - - - - - - - - - - - - - 0.01% 0.01% - 0.00%

Finla nd 0.48% 0.28% 0.34% 0.51% 0.57% 0.53% 0.60% 0.94% 0.70% 1.70% 0.75% 1.20% 0.50% 0.50% 0.50% 0.60% 0.60% 0.60% 0.91% 0.97% 0.61% 0.80%

France 6.67% 7.65% 8.13% 6.23% 5.70% 5.37% 5.38% 6.38% 6.60% 23.10% 6.83% 7.60% 7.30% 7.30% 7.30% 7.29% 6.00% 7.11% 6.50% 5.02% 6.16% 7.16%

Germany 6.67% 8.97% 9.79% 9.71% 11.56% 10.90% 12.50% 13.29% 11.50% - 11.16% 11.49% 11.00% 11.00% 11.00% 10.99% 10.30% 8.23% 7.14% 6.45% 9.87% 10.50%

Greece - - - - - - 0.05% 0.05% 0.05% - 0.05% 0.05% 0.05% 0.05% 0.05% 0.12% 0.12% 0.12% 0.23% - 0.13% 0.09%

Hunga ry - - - - - - - - 0.11% - 0.10% 0.09% 0.08% 0.06% 0.07% 0.06% 0.06% 0.06% 0.06% 0.06% 0.06% 0.07%

Icela nd - - - 0.02% 0.03% 0.03% 0.03% 0.02% 0.03% - 0.03% 0.03% 0.03% 0.03% 0.03% 0.04% 0.04% 0.05% 0.04% 0.03% 0.04% 0.04%

Iran, Is la mic Republ ic of - - - - - - - - - - - - - - - - - - - 0.05% - 0.01%

Irela nd - - - 0.17% 0.17% 0.13% 0.11% 0.14% 0.11% 0.21% 0.11% 0.12% 0.12% 0.19% 0.15% 0.24% 0.35% 0.41% 0.44% 0.34% 0.20% 0.27%

Israel - - - - 0.02% - - - - - - - - 0.01% - 0.11% 0.10% 0.07% 0.07% 0.07% - 0.04%

Italy 2.29% 3.71% 4.05% 4.01% 4.08% 3.85% 3.85% 4.49% 4.30% 20.97% 5.69% 5.50% 5.30% 4.35% 4.02% 3.80% 3.80% 3.80% 3.80% 2.36% 3.95% 4.46%

Japa n 4.23% 5.10% 5.56% 5.98% 11.12% 10.30% 14.65% 25.24% 18.70% - 21.15% 20.75% 20.00% 20.00% 20.00% 18.68% 16.00% 12.24% 10.00% 10.87% 13.17% 16.12%

Kaza khsta n - - - - - - - - - - - - - - - - - - - 0.01% - 0.00%

Korea - - - - - 0.01% 0.03% 0.03% 0.10% - 0.14% 0.25% 0.28% 1.21% 0.30% 0.91% 0.91% 0.91% 0.92% 1.00% 0.91% 0.72%

Kuwa it 0.42% 0.42% 0.45% 0.45% 0.61% 2.60% 1.67% 3.17% 0.70% - 0.20% 0.34% 0.14% 0.22% - 0.14% 0.14% 0.14% 0.17% 0.23% 0.15% 0.42%

La tvi a - - - - - - - - - - - - - - - - - - 0.01% 0.01% 0.01% 0.00%

Lithuania - - - - - - - - - - - - - - - - - - 0.01% 0.01% - 0.00%

Luxembourg 0.05% 0.05% 0.05% 0.05% 0.05% 0.05% 0.05% 0.06% 0.05% - 0.05% 0.05% 0.05% 0.12% 0.10% 0.10% 0.10% 0.17% 0.18% 0.19% 0.11% 0.12%

Macedoni a, FYR of - - - 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% - - - - - - - - - - - - 0.00%

Mexico - - - - - - 0.17% 0.07% 0.17% - 0.16% 0.17% 0.27% 0.10% 0.10% 0.05% 0.04% 0.05% 0.05% 0.29% - 0.13%

Netherlands 3.49% 2.04% 2.45% 2.80% 2.98% 2.93% 3.00% 4.31% 3.00% 16.11% 4.11% 3.30% 3.51% 3.30% 5.30% 2.60% 2.60% 2.78% 2.99% 2.99% 2.87% 3.47%

New Zea la nd - - 0.47% - 0.26% 0.10% 0.08% 0.12% 0.11% - 0.14% 0.15% 0.12% 0.18% 0.15% 0.15% 0.12% 0.12% 0.12% 0.12% 0.13% 0.14%

Norwa y 0.85% 0.82% 1.00% 1.00% 1.11% 1.11% 1.20% 2.25% 1.27% 3.78% 1.33% 1.42% 1.42% 1.45% 1.75% 1.42% 1.52% 2.22% 1.48% 1.34% 1.68% 1.66%

Oma n - - - - - - - - - - - - - 0.01% - - - - - - - 0.00%

Peru - - - - - - - - - - - - - - - - - - - 0.05% - 0.01%

Phi l i ppines - - - - - - - - - - - - - - - - - - - 0.03% - 0.01%

Pola nd - - - - - - - - - - 0.12% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03%

Portuga l - - - - - - - - - - - 0.03% 0.12% 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 0.09% 0.22% 0.14%

Russ ia - - - - - - - - - - - 0.86% 0.00% 0.34% 0.27% 0.03% 0.20% 0.28% 0.35% 0.51% 0.09% 0.25%

Saudi  Ara bia - - - - - 4.55% 3.50% 6.53% 3.50% 1.30% 3.04% 1.97% 0.83% 0.65% 0.55% 0.43% 0.39% 0.24% 0.24% 0.33% 0.39% 1.16%

Serbia - - - 0.06% 0.04% 0.04% 0.06% 0.05% 0.06% - - - - - - - - - - - - 0.01%

Singa pore - - - - - - - - - - - - - - - - 0.14% 0.09% 0.08% 0.15% 0.14% 0.07%

Slova k Republ i c - - - - - - - - - - - 0.03% 0.00% 0.04% 0.03% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01%

Slovenia - - - 0.03% 0.02% 0.02% 0.03% 0.02% 0.03% - - - - - - - - 0.03% 0.03% 0.03% 0.03% 0.02%

South Africa 1.27% 0.49% 0.25% 0.12% 0.20% 0.13% 0.08% 0.12% 0.12% - 0.07% 0.08% 0.08% 0.08% 0.08% 0.08% 0.08% 0.08% 0.10% 0.10% 0.09% 0.11%

Spa in - - - 0.10% 0.30% 0.27% 0.42% 0.49% 0.46% - 0.51% 0.73% 0.80% 1.00% 1.00% 1.79% 1.80% 2.17% 3.14% 3.03% 1.99% 1.89%

Sweden 1.27% 7.97% 2.48% 4.23% 4.04% 3.82% 3.00% 4.07% 2.50% 6.66% 2.45% 2.87% 2.68% 2.62% 2.62% 2.62% 2.62% 4.10% 3.29% 2.95% 2.89% 3.39%

Switzerland c/ 5.34% - - - 0.33% 0.08% 0.30% - 1.01% - 1.67% 1.54% 1.77% 2.43% 1.74% 2.43% 2.43% 2.28% 2.10% 2.10% 2.44% 2.03%

Turkey - - - - - - - - - - 0.09% 0.13% 0.19% 0.10% 0.07% 0.27% 0.09% 0.06% 0.05% 0.06% - 0.08%

United Ara b Emira tes - - - - - 0.07% - - - - - - - - - - - - - - - 0.00%

United Kingdom 16.52% 11.94% 13.01% 12.91% 11.22% 10.61% 10.10% 9.08% 6.70% - 6.39% 6.70% 6.15% 6.15% 6.15% 7.29% 10.87% 13.18% 15.07% 12.00% 13.83% 11.87%

United Sta tes 40.35% 38.56% 40.17% 39.85% 33.71% 31.20% 27.00% - 25.00% 12.92% 23.38% 21.61% 20.86% 20.86% - 20.84% 22.48% 13.78% 12.19% 12.08% 20.30% 21.07%

Total Donor contributions 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 98.41% 97.76% 97.33% 100.00% 100.00% 99.71% 93.12% 95.65% 73.04% 93.45% 94.20% 85.81% 82.80% 77.41% 92.15% 100.00%

Accelerati on 3.01% 6.45% 3.49% 1.17% 1.62% 1.05%

Fina ncing gap - - - - - - 1.59% 2.24% 2.67% - - 0.29% 3.87% 4.35% 26.96% 0.10% 2.31% 13.02% 15.58% 21.54% 7.85%

Agreed replenishment 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Notes :

SDR amounts are converted to USD based on the reference exchange rate of the each replenishment.

Total contributions include basic and supplemental contributions, contributions to debt relief and grant financing, and credit accelerations (if any).  

The agreed replenishment is the total replenishment size as reported in Table 1 of each replenishment resolution, except where actual contributions exceeded the resolution total in which case the latter is used.  

Donors who joined a replenishment by filling the gap are shown in that replenishment with the cumulative contribution through that replenishment.

Special contributions are recorded in the replenishment where they were committed

a/  Total burden share excludes acceleration

b/  Contribution valued at 1960 USD 1 to USD 1.20635.

c/  Switzerland became a member on 5/29/92.  Total subscriptions and contributions shown in this table include past grants and cofinancings.

ID16  a/ID15  a/ID10  a/ ID11 ITF ID12  a/ ID13  a/ ID14  a/ID09ID01   b/ ID02   b/ ID05 ID06 ID07 ID08
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Partner Contributions to IDA, from Initial Replenishment through IDA16 
(total partner contributions, in US$ millions) 

 

Country ID00  b/ ID03   b/ ID04 FY84 AFFA MDRI

Total 

resources

USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil USD mil

Argenti na - - - - - - 25 8 - - - - - 8 5 - - - - 69 - 114

Austral ia 24 24 29 58 90 156 229 65 179 - 229 293 266 121 82 183 185 302 556 700 573 4,344

Austria 6 6 10 20 31 50 82 20 61 17 81 118 168 69 46 97 102 307 472 519 277 2,556

Bahamas , the - - - - - - - - - - - - - - - - - - - 4 - 4

Barbados - - - - - - - - - - - - - - - 0.2 - 0.4 1 1 - 2

Belgi um 10 10 25 49 77 125 202 40 151 16 193 240 290 119 71 192 207 321 486 534 551 3,907

Bosnia  and Herzegovi na - - - 1 1 1 3 0 2 - - - - - - - - - - - - 7

Botswana - - - - - - - - - - - - - 1 1 - - - - - - 2

Brazi l - - - - - - 50 10 22 - 29 13 14 102 7 117 81 126 191 101 - 865

Canada 46 50 90 181 275 448 516 162 405 82 575 699 719 288 159 463 510 782 1,240 1,383 1,389 10,462

Chi le - - - - - - - - - - - - - - - - - - - 35 - 35

Chi na - - - - - - - - - - - - - - - - - - 31 163 - 194

Col ombia - - - - - - 10 - 8 - 9 - - - - - - - - - - 27

Croatia - - - 1 1 2 6 1 4 - - - - - - - - - - - - 16

Cyprus - - - - - - - - - - - - - - - - - - 6 7 7 20

Czech Republ ic - - - - - - - - - - - 8 10 4 2 7 7 10 17 19 18 102

Denmark 11 27 16 32 54 88 144 28 108 25 150 191 259 136 59 195 200 260 339 373 619 3,314

Egypt - - - - - - - - - - - - - - - - - - 2 2 - 4

Estonia - - - - - - - - - - - - - - - - - - 3 4 - 7

Finland 5 3 5 15 25 41 72 19 63 18 92 177 93 38 23 74 80 124 281 333 217 1,798

France 64 75 117 181 254 413 646 127 594 244 840 1,118 1,364 560 333 902 800 1,471 2,012 1,717 2,191 16,023

Germany 64 88 141 282 515 839 1,500 264 1,035 - 1,373 1,691 2,056 844 501 1,360 1,306 1,703 2,213 2,205 3,511 23,489

Greece - - - - - - 6 1 5 - 6 8 10 4 2 14 15 25 71 - 46 213

Hungary - - - - - - - - 10 - 13 14 14 5 3 7 8 13 19 21 21 148

Iceland - - - 1 1 2 4 0 3 - 3 5 6 2 1 5 5 9 12 10 14 84

Iran, Is lami c Republ ic of - - - - - - - - - - - - - - - - - - - 19 - 19

Ireland - - - 5 8 10 13 3 10 2 13 18 22 14 7 30 46 85 137 117 71 611

Israel - - - - 1 - - - - - - - - 1 - 13 13 15 23 25 - 92

Ita ly 22 36 58 117 181 296 462 89 387 222 700 809 953 334 183 470 482 786 1,179 806 1,406 9,977

Japan 41 50 80 174 495 792 1,758 502 1,683 2,601 3,054 3,738 1,534 911 2,311 2,134 2,721 3,101 3,719 4,684 36,082

Kazakhstan - - - - - - - - - - - - - - - - - - - 3 - 3

Korea - - - - - 1 3 1 9 - 17 37 53 93 14 112 121 193 285 342 324 1,605

Kuwait 4 4 7 13 27 200 200 63 63 - 25 50 26 17 - 17 19 29 53 79 53 949

Latvia - - - - - - - - - - - - - - - - - - 3 3 4 10

Lithuania - - - - - - - - - - - - - - - - - - 3 3 - 6

Luxembourg 0 0 1 1 2 4 7 1 5 - 6 7 10 9 5 12 13 35 57 64 39 278

Macedonia , FYR of - - - 0 0 0 1 0 1 - - - - - - - - 0 - - - 3

Mexi co - - - - - - 20 1 15 - 20 25 50 8 5 6 5 10 16 101 - 282

Netherlands 33 20 35 82 133 225 360 86 270 170 505 486 655 253 241 321 347 574 926 1,023 1,021 7,767

New Zeal and - - 7 - 12 8 10 2 10 - 17 21 22 14 7 18 16 26 38 41 46 316

Norway 8 8 14 29 50 86 144 45 114 40 163 209 265 111 80 176 193 459 460 457 598 3,709

Oman - - - - - - - - - - - - - 1 - - - - - - - 1

Peru - - - - - - - - - - - - - - - - - - - 16 - 16

Phi l ippines - - - - - - - - - - - - - - - - - - - 11 - 11

Pol and - - - - - - - - - - 15 5 6 2 1 4 4 6 9 10 11 74

Portuga l - - - - - - - - - - - 4 22 15 9 25 27 42 63 30 78 315

Russ ia - - - - - - - - - - - 126 0 26 12 4 27 59 109 176 32 570

Saudi  Arabi a - - - - - 350 420 130 315 14 374 290 156 50 25 53 53 50 75 112 139 2,605

Serbi a - - - 2 2 3 7 1 5 - - - - - - - - - - - - 20

Singapore - - - - - - - - - - - - - - - - 19 18 25 50 50 161

Slovak Republ ic - - - - - - - - - - - 4 0 3 2 2 2 3 3 3 4 25

Sloveni a - - - 1 1 1 3 0 2 - - - - - - - - 6 9 9 11 43

South Africa 12 5 4 4 9 10 10 2 11 - 9 11 14 6 4 10 11 17 32 35 32 248

Spa in - - - 3 13 21 50 10 41 - 62 107 150 77 46 218 250 474 972 1,036 708 4,237

Sweden 12 78 36 123 180 294 360 81 225 70 301 423 500 201 119 324 332 867 1,021 1,011 1,028 7,587

Switzerland c/ 51 - - - 15 6 36 - 91 - 205 227 331 186 79 299 308 472 651 718 866 4,542

Turkey - - - - - - - - - - 11 19 36 8 3 32 11 13 16 20 - 169

United Arab Emirates - - - - - 5 - - - - - - - - - - - - - - - 5

United Ki ngdom 158 117 188 375 500 816 1,212 181 603 - 786 986 1,105 472 280 902 1,445 2,726 4,681 4,106 4,918 26,555

United States 386 376 579 1,158 1,500 2,400 3,240 - 2,250 137 2,875 3,180 3,898 1,600 - 2,578 2,999 2,850 3,779 4,131 7,221 47,139

Total Donor contributions 958 976 1,442 2,906 4,450 7,692 11,809 1,945 8,760 1,057 12,295 14,673 17,283 7,337 3,328 11,556 12,383 17,989 25,679 26,475 32,778 223,769

Financi ng gap - - - - - - 191 45 240 - - 43 695 334 1,228 12 293 2,692 4,724 7,269 2,791

Agreed replenishment 958 976 1,442 2,906 4,450 7,692 12,000 1,989 9,000 1,057 12,295 14,716 17,978 7,670 4,556 11,568 12,676 20,681 30,403 33,744 35,568 223,769

Notes:

SDR amounts are converted to USD based on the reference exchange rate of the each replenishment.

Total contributions include basic and supplemental contributions, contributions to debt relief and grant financing, and credit accelerations (if any).  

The agreed replenishment is the total replenishment size as reported in Table 1 of each replenishment resolution, except where actual contributions exceeded the resolution total in which case the latter is used.  

Donors who joined a replenishment by filling the gap are shown in that replenishment with the cumulative contribution through that replenishment.

Special contributions are recorded in the replenishment where they were committed

a/  Tota l  burden s hare excludes  accelerati on

b/  Contri buti on val ued at 1960 USD 1 to USD 1.20635.

c/  Switzerland became a member on 5/29/92.  Tota l  s ubs cri ptions  and contributi ons  shown i n thi s  tabl e i nclude past grants  and cofi nancings.

ID16  a/ID09ID01   b/ ID02   b/ ID05 ID06 ID07 ID08 ID15  a/ID10  a/ ID11 ITF ID12  a/ ID13  a/ ID14  a/
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Annex 2: Status of IDA16 Contributions 

As of January 31, 2013 
 

  

Received 

Instruments of 

Commitment

Donor SDR

Argentina × na na 45,000,000             67,600,000                USD

Australia d/ � � � 459,870,000           773,650,000              AUD

Austria � � � c/ 348,440,000           395,508,091              EUR

Bahamas, The � � b/ 2,580,000               3,880,000                  USD

Barbados � � b/ 450,000                  1,350,000                  BBD

Belgium � � � c/ 351,100,000           411,490,000              EUR

Brazil � � � 66,510,000             177,090,000              BRL

Canada � � � 908,900,000           1,411,000,000           CAD
Chile � � b/ 22,960,000             34,500,000                USD

China a/ � � � 107,020,000           160,780,000              USD
Cyprus � b/ b/ 4,490,000               5,260,000                  EUR

Czech Republic � � b/ 12,150,000             338,030,000              CZK

Denmark d/ � � g/ 244,980,000           2,137,810,000           DKK

Egypt � � � 1,560,000               2,200,000                  USD

Estonia � � � 2,850,000               3,350,000                  EUR

Finland d/ � � � 218,430,000           256,000,000              EUR

France � � f/ 1,128,420,000        1,695,256,741           USD

Germany � � � 1,448,034,000        1,424,693,000           SDR

Hungary � � � 13,480,000             4,400,730,000           HUF

Iceland d/ � � b/ 6,740,000               1,257,170,000           ISK
Iran × na na 12,250,000             18,400,000                USD

Ireland d/ � � b/ 76,790,000             90,000,000                EUR
Israel × na na 16,460,000             93,710,000                ILS

Italy × na na 529,020,000           620,000,000              EUR

Japan � � � 2,442,020,000        326,425,000,000       JPY

Kazakhstan � � e/ 2,130,000               3,000,000                  USD

Korea, Republic of � � � 224,610,000           396,128,930,000       KRW

Kuwait a/ � � � 51,780,000             22,480,000                KWD

Latvia d/ � � h/ 2,230,000               2,630,000                  EUR

Lithuania � � g/ 2,050,000               2,400,000                  EUR

Luxembourg � � � 41,760,000             48,950,000                EUR
Mexico × na na 66,140,000             1,260,000,000           MXN

Netherlands � � � 671,430,000           786,910,000              EUR

New Zealand � � b/ 27,140,000             57,490,000                NZD

Norway � � � 300,490,000           2,625,880,000           NOK

Peru � � � 10,320,000             15,500,000                USD

Philippines � � � 7,520,000               11,300,000                USD

Poland � � � 6,740,000               6,740,000                  SDR
Portugal × na na 19,620,000             23,000,000                EUR

Russian Federation � � � 115,500,000           115,500,000              SDR

Saudi Arabia � � � 73,580,000             110,540,000              USD

Singapore � � � 32,620,000             49,000,000                USD

Slovak Republic � � � 2,250,000               2,630,000                  EUR

Slovenia � � � 5,970,000               7,000,000                  EUR

South Africa � � � 23,140,000             242,720,000              ZAR
Spain d/ × na na g/ 680,940,000           767,850,000              EUR

Sweden � � � 663,560,000           7,396,480,000           SEK

Switzerland d/ � � � 471,680,000           708,620,000              USD

Turkey � � b/ 13,070,000             30,000,000                TRY

United Kingdom � � b/ 2,696,080,000        2,664,000,000           GBP

United States � � c/ b/ 2,712,790,000        4,075,500,000           USD

TOTAL 17,395,644,000      

a/  IDA16 Contribution paid in full

b/  Installment past due

c/  Installment partially paid

d/  Installment schedule over more than three years

e/  Due February 2013

f/   Due March 2013

g/  Due April 2013

h/  Due January 2014

i/  Amounts include additional contributions received after the IDA16 replenishment negotiations

Second

Instrument of Commitment Amounts i/

National Currency

Received 

Installment Payments

First
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Annex 3: Background on IDA’s Investment Portfolio 
 

A. IDA’s Financial Dynamics  
 

1. IDA commitments under a given replenishment are limited to funds from partners and 
contributions from Bank Group income, complemented by credit reflows and other internal resources of 
IDA.  Within these constraints, IDA’s ability to disburse committed funds on schedule is essential for 
countries relying on financial assistance from IDA.  IDA’s liquidity needs to be managed to ensure that 
future disbursements on credits and grants will be backed by sufficient liquid funds.  To achieve this, 
partner funds are encashed to match the disbursement profile of credits and grants, and future credit 
reflows are committed in advance so that resulting disbursements will match the time profile of reflows.  
Comprehensive liquidity projections are used to validate the availability of resources in the future. 
 
B. IDA’s Cash Flows 

 
2. Cash Flow Components.  IDA’s cash inflows consist of four primary components (see Chart A): 
(i) encashment of contributions provided by IDA’s partner countries; (ii) credit reflows, including 
principal repayments and charge income; (iii) World Bank Group transfers; and (iv) investment income 
on IDA’s liquid assets.  IDA’s cash outflows have two primary components: (i) disbursements on 
approved IDA credits and grants; and (ii) payments to IBRD for IDA’s allocated annual share of Bank 
administrative expenses.  

 
Chart A: IDA’s Primary Cash Inflows and Outflows 

 
 
 
 
 
 

3. Mismatches in Cash Flows.  In a dynamic equilibrium, cash inflows and outflows would match 
in any given year, leaving the balance of IDA’s investment portfolio unchanged.  In practice, however, 
IDA faces timing mismatches between cash receipts from partners and borrowers, and disbursements on 
new credits and grants leading to changes in the volume of IDA’s investment portfolio.  To manage such 
mismatches and ensure an optimal use of development resources, IDA employs a number of financial 
practices: 
 

• Encashment of partner funds: Partner funds are generally encashed over time to match the 
average disbursement profile of credits and grants;35 

• Advance commitment of credit reflows:  Future repayments on existing IDA credits are 
committed in advance for new credits and grants so that resulting disbursements match the 
time profile of credit reflows; 

• Advance commitment of expected investment income: Projected future investment income is 
committed at the beginning of each replenishment period; and 

                                                 
35 Donor contributions are encashed on a pro rata basis among donors, in accordance with the encashment 

schedule agreed during the replenishment discussions or as agreed between a donor and IDA.   

Encashment of partner contributions 

= 
Disbursements on IDA credits and 

grants 

Principal repayments on IDA credits 

Bank Group net income transfers 

Investment income 

      

Charge income on IDA credits 

= 
IDA's allocated administrative 

expenses 
(including partner compensation on forgone 
charges due to debt relief and IDA grants) 
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• Annual adjustments of IDA’s commitment charge: Through annual adjustments of the level of 
the commitment charge on IDA credits, total charge income – including partner 
compensation for forgone charge income due to debt relief – is projected to equal IDA’s 
administrative expenses in a given year. 
 

4. Minimum Liquidity. Beyond these practices, IDA needs to be able to address any unexpected 
demands on its liquidity.36  This is achieved primarily through establishing a minimum prudential 
liquidity level for IDA, which has historically been set at approximately one third of annual gross 
disbursements on credits and grants over a rolling 3-year period.  This is an important consideration for 
IDA’s financial planning, including when determining the volume of internal resources that can be made 
available in IDA17 and subsequent replenishments. 
 
C. Historical Investment Portfolio Levels of IDA 

 
5. IDA’s investment portfolio has grown from US$5.7 billion at end-FY95 to US$26 billion as of 
end-FY12.  The increase in IDA’s investment portfolio is due not only to the overall growth of IDA’s 
financing activities, but also the substantial increase in the number of partners accelerating their IDA 
encashments.  
 
6. Overall growth of IDA’s financing activities.  Three measures can be considered to assess 
IDA’s investment portfolio relative to its lending operations:   

 
a. IDA’s annual disbursements.  In relative terms, IDA’s investment portfolio has remained 

stable from FY00 through FY12, at about twice the volume of annual disbursements of IDA.  
IDA’s investment portfolio size vs. annual disbursements is comparable to or below that of 
the African Development Fund (AfDF) and the Asian Development Fund (ADF) respectively 
(see Chart B). 
 

b. Undisbursed credits and grants.  IDA’s investment portfolio has fluctuated at approximately 
60 percent of undisbursed balances since FY00, reflecting primarily successful efforts over 
the past years to further raise disbursement ratios on approved credits and grants. 
 

c. Total reported assets.  Compared against total assets, IDA’s investment portfolio accounted 
for about 16 percent of total assets.  The ratio increased significantly in FY06 and FY07 due 
to a decline in assets from US$130.4 billion at end-FY05 to US$102.9 billion at end-FY06 
reflecting loss provisions recorded for debt relief under the MDRI.  

  

                                                 
36 While IDA’s Articles allow it to borrow, to date, IDA has not used debt funding to manage its liquidity risk. 
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Chart B: Relative Investment Portfolio Levels of Soft-Loan Windows (IDA, AfDF and AsDF) 

 
 

7. Acceleration of Partner Encashments.  The substantial increase in the number of partners 
accelerating their IDA encashments is the primary driver of the increase in IDA’s total investment 
portfolio.  Partners accelerate their IDA encashments either to receive payment discounts, to align their 
contributions with their budget cycles, or as a way of providing additional resources to IDA.  IDA invests 
the funds received in advance in order to generate sufficient investment income to cover the acceleration 
discounts and credits provided to partners.  The funds are drawn down for disbursements of credit and 
grant commitments over the respective replenishment disbursement periods.37 
 
8. Over the past ten years, accelerated encashment by partners has increased, doubling IDA’s total 
investment portfolio in the process.  The incremental investment balance held by IDA due to accelerated 
partner encashments has increased from approximately US$2.3 billion in FY03 to an estimated US$17 
billion in FY13 (see Chart C), while IDA’s core liquidity has remained relatively stable.  For IDA15 and 
IDA16, all partners agreed to accelerate their contributions to a 9-year encashment schedule from the 11-
year disbursement profile in order to help reduce the structural financing gap.   
 

Chart C: Accelerated Donor Contributions as a Percentage of Investment Portfolio Size 
 

 
 

                                                 
37 The discount rate varies with market conditions.  The rate reflects IDA’s expected future return on the 

investment portfolio over the 9-year encashment period of donor contributions.  For IDA16, the agreed discount 
rate is 2.5 percent per year. 
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9. As of December 31, 2013, total investments arising from accelerated encashment was US$17 
billion, representing 66 percent of IDA’s total investment portfolio of US$26 billion.  These accelerated 
encashments are funds that have already been committed and will be drawn down as the committed 
credits and grants are disbursed. 
 
D. Using Market-based Instruments for Hedging Currency Risk of IDA 

 
10. IDA is exposed to foreign exchange risk due to currency mismatches between receivables from 
IDA’s partners which are generally pledged in national currencies,38 and SDR-based disbursements under 
IDA’s credit and grant commitments.  IDA manages this risk by using a net present value currency risk 
management framework, which takes a portfolio-based view of IDA’s finances.  The framework 
maintains the combination of IDA’s net assets – comprised of the investment portfolio plus the present 
value of future cash receivables and payables of IDA – in an SDR composition, thereby matching the 
currency of IDA’s disbursements.  IDA also enters into foreign exchange forwards to convert partners’ 
encashments provided in national currency into the four currencies of the SDR basket (i.e., U.S. dollar, 
Euro, Pound Sterling and Japanese Yen).39  Currently, in order to access the derivative market, IBRD 
intermediates IDA’s access to the foreign exchange market.  IBRD enters into currency swaps with 
market counterparties and enters into back-to-back transactions with IDA.  
 
11. In response to recipient feedback regarding the difficulty in managing currency risk and the likely 
demand for single-currency credits, in 2012 IDA introduced a pilot program to offer single currency 
credits.  The Single Currency Lending Pilot Program is a 2 year, SDR3 billion equivalent lending pilot 
program that allows IDA recipients to denominate new credits in any one of the four constituent 
currencies of the Special Drawing Right (SDR), specifically US Dollar, Euro, British Pound Sterling and 
Japanese Yen.  These new currency options are available for recipients in addition to the traditional SDR-
denominated option.  The pilot program has been established and uses the existing currency risk 
management framework, which utilizes the investment portfolio to manage the currency risk.  
 
E. Investment Policy and Portfolio Tranching 

 
12. Investment Policy Objectives.  The primary objective in the management of IDA’s investment 
portfolio is to provide a ready source of liquidity when needed by IDA to meet projected net cash 
requirements.  Consistent with the primary objective, IDA also seeks to maximize returns subject to loss 
constraints to generate investment income that can be added to IDA’s resources.40  In line with the above, 
IDA’s assets are invested so that their duration closely matches the duration of net liabilities, defined as 
projected net cash outflows. 
 
13. Portfolio Tranching.  Prior to FY09, IDA’s investment portfolio was divided into two tranches, 
which consisted of an immunization portfolio, constructed to ensure that IDA is able to cover its projected 
net cash requirements over the replenishment horizon, and a return maximization portfolio, representing 
the residual.  In FY09, as part of the triennial comprehensive review, IDA’s investment portfolio was 
structured into three tranches and in IDA16, the new investment strategy followed a similar investment 
allocation: 
 

                                                 
38  For IDA16, there are 51 donors providing contributions in 22 different currencies.   
39  Exposure from donors’ encashments are combined with exposure resulting from other non-SDR cash flows of 

IDA, including inflows from IBRD and IFC (in U.S. dollars); inflows from credit repayments on U.S. dollar-
denominated IDA credits; and outflows for IDA’s annual administrative expenses (in U.S. dollars).  

40 “IDA Liquid Assets Investment Guidelines”, November 6, 2003. 



- 35 - 
 

 

• Tranche 1 (‘the Partner Asset and Liability Management Tranche’) immunizes IDA from interest 
risks relating to accelerated encashments from partners for IDA14-16 and MDRI and voluntary 
credit prepayments.   

 

• Tranche 2 (‘the Medium-term Investment Tranche’) includes the minimum liquidity portion of 
IDA which is expected to be available over at least a 3-year investment horizon.  The investment 
objective of Tranche 2 is to maximize investment returns, subject to risk constraints in the form 
of a maximum probability of negative return over a 3-year time horizon.   

 

• Tranche 3 (‘the Short-term Investment Tranche’) includes liquidity needed for IDA’s ongoing 
financial operations.  The paramount investment objective of Tranche 3 is to ensure liquidity and 
timely availability of the investment balances when needed, with investment returns being a 
secondary consideration, subject to a maximum acceptable probability of negative return over a 
1-year time horizon.   

 
14. Performance of the Investment Portfolio.  Chart D shows the historical returns on IDA’s 
investment portfolio.  IDA’s investment portfolio features a relatively long duration (i.e., interest 
sensitivity).  This leads to lower (higher) portfolio returns in years when market interest rates are rising 
(declining), in view of the inverse relationship between fixed income asset prices and market interest 
rates.  IDA’s investment returns for FY12 was 4 percent reflecting primarily unrealized mark-to-market 
gains on IDA’s long duration bond portfolio due to downward shifts in the US$, EUR and GBP market 
yield curves.  Management closely monitors the investment portfolio of IDA, so as to maintain 
compliance with applicable risk parameters and investment guidelines.41 
 

Chart D: Investment Portfolio Return of IDA (since FY98) 

 
  

                                                 
41  “Review of IDA’s Investment Strategy,” AC2011-0030, June 2, 2011.  
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Annex 4: Technical Note on Concessional Loans 
 
1. This annex provides additional detail on how IDA would determine the grant element of 
concessional loans for burden sharing and voting rights purposes, and the approach for setting the 
prudential debt limits. 
 
Determining the Grant Element of a Concessional Loan 
 
2. The grant element of a concessional loan – the present value of the portion of a concessional 
loan that conveys a financial benefit to IDA – would be treated as a partner contribution for burden 
sharing and voting rights purposes.  To calculate the grant element, IDA would need to establish an 
appropriate benchmark against which to evaluate concessional loans, where this benchmark would be the 
discount rate used to calculate the present value benefit to IDA.  Establishing an appropriate benchmark is 
critical to achieving the right incentives for partners to support IDA with concessional loans.  If the 
benchmark is too high, this would mean that a large percentage of a loan would be recognized for burden 
sharing and voting rights purposes.  This would result in unfair preferential treatment to those partners 
that provide contributions in the form of loans compared to those that provide grants, and would create a 
perverse incentive for partners to substitute from grant to loan funding.  If the benchmark is too low, 
partners would not receive sufficient recognition for concessional loans and they may not be incentivized 
to provide additional funding to IDA on this basis. 
 
3. To ensure equity of treatment between partners, the grant element treated as a contribution 
for voting rights and burden sharing purposes should represent an actual financial benefit to IDA.  
This benefit could be determined as the positive spread of interest income earned over the cost of 
borrowing, or alternatively as the cost saved by borrowing on concessional terms, as follows:   

 
a) Net income earned.  The interest earned on IDA’s blend credits (1.25 percent) would be 

used to cover the interest on debt (i.e., the borrowing cost).  To the extent that the borrowing 
cost is below the blend interest rate, IDA would earn a positive spread that generates income 
that could be used to finance future lending.  The positive spread of interest earned versus 
interest paid represents an actual, realizable gain to IDA that generates additional resources 
over time. 

b) Net cost savings.  An alternative considered is to establish a proxy for the market cost of 
borrowing of IDA based on the SDR SWAP rate for the weighted average maturity of the 
loan.  The difference between the rate on a concessional loan and the benchmark cost of 
borrowing represents the savings to IDA of borrowing from a partner rather than borrowing 
in the market.  Given that IDA does not borrow in the market, this cost savings is theoretical 
and does not represent an actual, realizable financial benefit to IDA.  Using the theoretical 
cost of borrowing as the discount rate would result in providing voting shares to partners 
without an actual increase in IDA’s financial resources.  Some members – particularly those 
that record their contributions to IDA as investments - have expressed concerns about the 
fairness of this approach which would dilute the value of their investment in IDA.42 
 

4. IDA’s blend interest rate represents the appropriate benchmark to use when determining 
the portion of a loan that should be treated as a grant for burden sharing and voting rights 
purposes.  This approach would ensure that voting rights would be awarded based on the actual financial 
benefit conveyed to IDA by the concessional loan and would ensure fair treatment with partners that 
provide their contributions in the form of grants.  Under this approach, the grant element would depend 

                                                 
42  Where voting shares are added without an increase in net asset value, this results in a dilution of the net asset 

value per voting share. 
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on the interest rate paid to partners versus this benchmark rate.  Table A illustrates the grant element as a 
percentage of the total concessional loan for various concessional loans terms (i.e., the portion of the loan 
that would be considered a grant for burden sharing and voting right purposes, both directly in IDA and 
for the shareholding realignments in IBRD purposes).43  Table B presents two scenarios to demonstrate 
the grant element calculation of concessional loans.  The scenarios illustrate the portion of the 
concessional loan that would be treated as a grant for burden sharing and voting rights purposes. 

 
Table A: Illustrative Grant Element of Concessional Loans Denominated in SDR with Various 

Borrowing Terms (Adjusting Only Maturity and Interest Rates) 
As a percentage of total concessional loan 

  

 

Notes: 

1/ Assumes a 5-year or 10-year grace period respectively, and that debt is drawn down over 3 years, and no commitment fee is 

charged on the undisbursed portion. 

2/ Weighted average maturity assuming grace period and straight-line amortization of principal thereafter. 

3/ Discount rate based on the interest rate charged on IDA blend credits. 

 
Table B: Illustrative Scenarios of Concessional Loans and the Corresponding Grant Element 

Calculations 
  

 
 

                                                 
43  The grant element is calculated by comparing the present value of the amount disbursed for the concessional 

donor loan vs. the present value of the amount repaid.     

Maturity
1/

WAM
2/

Discount 

rate 
3/

0.00% 0.10% 0.25% 0.40% 0.50%

5-25 16 1.25% 15.2% 14.0% 12.2% 10.3% 9.1%

10-40 26 1.25% 24.9% 22.9% 19.9% 16.9% 14.9%

Interest rate on concessional loan

Maturity

Grace period

Amortization

Weighted average maturity (WAM)

Draw-down schedule

Interest rate

Discount rate
1/

Grant element (see table A)

Loan amount (SDR million) 1,000 3,000 5,000

(equivalent US$ million) 
2/ $1,502 $4,507 $7,512

Grant element treated as a donor contribution 

(SDR million)

(equivalent US$ million) 
2/ $229 $686 $1,144

Additional votes
3/ 13,750 41,250 68,750

Scenario 1 - 25-year loan with no interest

25 years

5 years

5% per annum starting in year 6

0%

1.25%

15.2%

16 years

Equally over 3 years

152 457 761
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Notes: 
1/ Discount rate based on the interest rate charged on IDA blend credits. 
2/ The equivalent US$ amounts are based on the IDA16 reference exchange rate of US$ 1.50233 / SDR. 
3/ The additional votes in IDA would be determined at the time of IDA17 based on IDA’s voting rights formula.  The amounts 

illustrated are based on the IDA16 cost per vote ($16,637).  This will be different in IDA17; therefore, the amounts 
presented are illustrative only.  The impact on IBRD shareholding realignments would be determined as part of the 2015 
shareholding review. 

 

 
Determining Debt Limits 
 
5. The introduction of debt limits into IDA’s risk management framework would be essential.  
This would ensure that IDA would meet its debt servicing obligations without disrupting operations or 
needing to use grant contributions from partners (i.e., ensuring that debt would only be repaid through 
reflows from the additional lending made possible with that debt), and mitigate the reputational risk to the 
World Bank Group that would result from reporting default on debt obligations by IDA.  At a macro 
level, IDA would require a cumulative debt limit taking into account debt obligation incurred over 
successive replenishments to ensure that IDA could cover all debt servicing obligations considering the 
specific risks of IDA’s operations, in particular credit and funding risks.  IDA’s ability to manage the 
currency exposure resulting from any non-SDR borrowing accepted would also be an important factor in 
setting prudential debt limits for IDA.  At a replenishment level, this would require managing liquidity 
risk by matching cash flows to ensure that IDA’s expected reflows would be sufficient to cover its debt 
servicing obligations including a buffer to manage potential short term (less than 12 months) timing 
differences, non-accruals in the underlying portfolio, and the possibility of assumptions used in modeling 
the debt limits being different from the actual parameters (for example, the actual mix of lending terms 
based on commitments, or the speed of disbursements, etc.).  This cash flow analysis would depend on: 
(a) the expected borrowing terms, and (b) the projected mix of IDA’s lending terms.  Chart A illustrates 
the maximum debt levels for a single replenishment for the two borrowing options considered both with 
and without transitional support. 
 

(a) Expected borrowing terms: the terms of concessional loans would impact the total volume 
of debt that could be financed by IDA’s current lending terms.  The more closely the 
borrowing terms of the concessional loan mirror IDA’s lending terms to its client countries, 
the higher the proportion of debt funding that could be supported by IDA’s current lending 
operations.  The maturity, grace period and principal amortization would be the primary 
binding constraints when determining the maximum level of debt funding that IDA’s cash 
flows could support.  The interest rate is the secondary binding constraint. 

Maturity

Grace period

Amortization

Weighted average maturity (WAM)

Draw-down schedule

Interest rate

Discount rate
1/

Grant element (see table A)

Loan amount (SDR million) 1,000 3,000 5,000

(equivalent US$ million) 
2/ $1,502 $4,507 $7,512

Grant element treated as a donor contribution 

(SDR million)

(equivalent US$ million) 
2/ $223 $670 $1,117

Additional votes
3/ 13,429 40,287 67,145

0.50%

1.25%

14.9%

149 446 744

Equally over 3 years

Scenario 2 - 40-year loan with interest at 0.5%

40 years

10 years

3.3% per annum starting in year 11

26 years
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(b) Projected mix of IDA’s lending terms: the overall concessionality of IDA as a result of the 
projected mix of lending terms on which IDA provides financial assistance to its clients 
would also impact the debt limit.  In particular, higher proportions of lending on blend terms 
or transitional support provided to graduating countries on harder terms would result in 
higher debt limits. 

 
Chart A: Illustrative Debt Limits for Funding Operations Based on Liquidity Constraints  

As a share of total commitment authority for a single replenishment 

 
 
Additionality and substitution risk 
 
6. To avoid the risk of substitution, it is critical that partners abide by the principles identified 
by the working group on IDA’s long-term financial sustainability to protect IDA's core financing, 
avoid perverse incentives that result in lower core grant contributions from partners, and mobilize 
additional resources for IDA.  Debt funding only increases IDA’s financial sustainability if it is 
implemented in a way that mobilizes additional resources for IDA.  Unambiguous endorsement of the 
additionality principle should be a cornerstone of an agreement to include debt funding into the IDA17 
financing framework.  To achieve this principle, it is proposed that: (a) only the grant element of a 
concessional loan be treated as a partner contribution for burden sharing and voting rights purposes; (b) 
partners reach a minimum baseline burden share and utilize the concessional loan option to maintain or 
increase their basic burden share on a grant equivalent basis (defined as including both core grant 
contributions plus the grant element of concessional loans) and include a minimum proportion of their 
IDA16 burden share in grants; and (c) setting prioritization rules to accept concessional loans to promote 
additionality and avoid substitution. 
 
7. Expecting donors to reach a minimum baseline burden share that at least maintains their 
burden share (on a grant equivalent basis) subject to a minimum grant share is considered an 
important mechanism to manage substitution risk.  There is a precedent for using the burden share 
from a prior replenishment to establish a baseline.  For example for MDRI and HIPC, IDA13 burden 
shares were used to establish a baseline for additionality.  Some partners note that their burden share 
could decline in the future as a result of fiscal and economic constraints and the concessional loan option 
provides a mechanism to provide additional funding to IDA to offset a certain decline.  They would argue 
that a decline in burden share based on fundamentals is not substitution and would prefer not to 
benchmark against their IDA16 burden shares.  At the same time, the ability to provide a contribution in 
the form of a loan may weaken the budgetary arguments that would be made to defend the IDA grant 
contributions in the face of competing budgetary demands.  This would have the negative result that grant 
contributions that would otherwise have come to IDA could be diverted for other purposes.  In other 
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words, IDA would, in effect, be penalized for being first to provide a concessional loan option.  In the 
face of a real risk of substitution, and in the absence of an agreed benchmark that predicts the dynamism 
of burden shares over time, IDA16 burden shares are considered as the only viable benchmark available. 
 
8. The requirement to maintain a minimum baseline burden share would have two 
components.  

 
a) At least maintain the burden share of IDA16 on a grant equivalent basis.  This means 

that a partner’s basic burden share should be maintained including both the grant contribution 
and the grant element of a concessional loan.  In the illustrative example presented in Table 
C, it is assumed that a partner’s contribution in IDA16 was SDR100 representing a 1 percent 
basic burden share.  Thus, it would be expected that a basic burden share of 1 percent be 
achieved in IDA17 through a combination of the grant contribution and the grant element of a 
concessional loan.  
 

b) Provide a minimum share of the contribution in the form of grants.  The proportion of a 
partner’s equivalent IDA16 basic burden share resulting from core grants should reflect the 
overall share of funding that is required on grant terms as determined from the debt limit.  For 
example, if the debt limit is 20 percent of the total replenishment size, then an individual 
partner’s basic contribution should include at least 80 percent (100 – 20 percent) of its IDA16 
contribution in grants.44  In the illustrative example below, it is assumed that a partner’s 
contribution in IDA16 was SDR100 representing a 1 percent basic burden share.  Therefore, 
it would be expected that at least 0.8 percent (or 1 percent x 80 percent) of its IDA17 basic 
burden share would come from grant contributions.  However, provided that at least 0.8 
percent would be in the form of grants, the partner could use the full amount of the grant 
element from the loan to increase its basic burden share beyond the IDA16 level of 1 percent. 

 
Table C – Illustration of Baseline Burden Share Requirements 

IDA16 contribution: 
Basic contribution 100 1.0% 

 
Concessional loan offer for IDA17: 

Amount 1,000 
Term: 5-25 
Interest: 0% 
Grant element (see Table B, example 1 above) 152 

 
IDA17 contribution (assuming donor contributions at the same level as IDA16) 

Basic contribution: 
Minimum grant contribution 80 0.8% 
Grant element of concessional loan 20 
Minimum total basic contribution 100 1.0% 

Supplemental – remaining grant element from loan 132 (*) 
Total contribution 232 
 

(*) Partner has option to treat some or all of this portion of the grant element from the concessional loan as part of its basic 
contribution to increase its burden share compared to IDA16. 

 

 

                                                 
44  For illustrative purposes, the debt limit is based on a 5-25 year concessional loan with 0.5 percent interest.  This 

results in a debt limit set at 20 percent of total commitment authority. 
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Prioritization rules 
 
9. In line with the additionality principle discussed above, the concessional loan option is designed 
as a mechanism for partners seeking to significantly scale up their contributions.  Accordingly, the loan 
option would be available to partners who meet the minimum baseline burden share requirements – i.e., 
IDA16 basic burden share on a grant equivalent basis (including the grant element of concessional loans) 
and including a minimum proportion of the IDA16 burden share in grants.  In the event that loan offers 
exceed the debt limit, IDA would need transparent rules to determine which debt offers would be 
accepted first in a way that promotes additionality while also providing for fairness and equitable access.  
To achieve both of these objectives, an approach such as outlined below could be followed:  
 

(a) First stage: prioritization based on IDA17 core burden shares.  To ensure equitable 
access by all partners, loan offers would be prioritized based on IDA17 core burden shares 
(excluding any grant equivalent contribution from concessional loans)45 up to a portion of the 
available debt limit (for example up to 50 percent of the total debt limit).  This is illustrated in 
Table D.   

 
Table D:  Illustration of First Stage Prioritization Based on IDA17 Core Burden Shares 

   
Notes: 
1/ The minimum baseline burden share requirements described above are: (1) IDA17 burden share including the potential grant 

element of the loan offer at least equals the IDA16 burden share; and (2) IDA17 core burden share is at least 80 percent 
(assuming the overall debt limit is 20 percent) of the IDA16 burden share. 

 
Assuming a total debt limit set at 20 percent of total commitment authority, for example 
US$10,000 (assuming a replenishment size of US$50,000), up to 50 percent (US$5,000) 
could be prioritized based on IDA17 core burden shares.  In the example, during the final 
pledging session, Country A offers a loan of US$2,000 (with a grant equivalent that would 
generate a burden share of 0.6 percent if the full amount of the loan offer would be 
accepted).46  In addition, Country A pledges a grant contribution with a burden share of 14.6 

                                                 
45  The ‘core burden share’ would be an individual partner’s contribution in the form of grants as a percentage of 

the total funding to be provided by donors as agreed under the preferred financing scenario.  Typically, the 
preferred financing scenario is agreed at the third replenishment meeting (in October) and partners could 
calculate their core burden share based on their intended grant contribution relative to the preferred financing 
scenario. 

46  This would be calculated based on the terms of the loan offer.  For example, table A shows that the grant 
element of a loan with a 25-year maturity, 5-year grace period, and 0.5 percent interest charge is 9.1 percent.  
Therefore, the grant element of a US$2,000 loan, would be US$182 (US$2,000 x 9.1 percent).  Assuming that 

 

Maximum debt limit

Portion prioritized in stage 1: (50% of total) 5,000

Countries: A B C D E

Loan offer 2,000 2,500 2,000 6,000 1,000

IDA16 basic burden share 15.0% 15.0% 15.0% 15.0% 15.0%

IDA17 core burden share from grant contributions 14.6% 7.5% 15.0% 16.5% 22.5%

Potential burden share from grant element of loan offer 0.6% 0.7% 0.6% 1.8% 0.3%

IDA17 burden share incl. grant element of loan offer 15.1% 8.2% 15.6% 18.3% 22.8%

Meets minimum baseline burden share requirements? 
1/

Yes No Yes Yes Yes

Stage 1 prioritization based on IDA17 core burden share (i.e., 

Minimum loan offer that would be accepted from partner). 728 0 750 825 1,000

10,000
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percent.  Therefore, the total grant equivalent burden share of country A is 15.1 percent.  
Country A would meet both components of the minimum baseline burden share requirements.  
First, it at least maintained its IDA16 burden share of 15 percent on a grant equivalent burden 
basis including the loan offer (15.1 percent).  Second, at least 80 percent (100 minus the total 
debt limit percentage, or 100 – 20 percent in this example) of its IDA16 burden share is in the 
form of a grant contribution.  In this example, to meet the second component its core burden 
share (contribution in the form of a grant) should be at least 12 percent (80 percent x 15 
percent), compared to its pledged grant contribution of 14.6 percent.  Since Country A meets 
the minimum baseline burden share requirements, at least US$728 of its loan offer would be 
accepted in stage 1 (being the lower of its loan offer ($2,000) or its IDA17 core burden share 
multiplied by the portion of the debt limit prioritized by burden share (US$5,000 x 14.6 
percent).   
 
Country B does not meet the baseline burden share requirements, so no portion of its loan 
offer would be accepted under stage 1.   
 
Country C and D both meet the baseline burden share requirements, so US$750 (US$5,000 x 
15 percent) and US$825 (US$5,000 x 16.5 percent) of their loan offers would be accepted in 
stage 1.   
 
Country E meets the baseline burden share requirements, and the full amount of its loan offer 
(US$1,000) would be accepted under stage 1 (being lower than its IDA17 core burden share 
multiplied by the debt limit prioritized based on burden share (US$5,000 x 22.5 percent equal 
to US$1,125). 

 
(b) Second stage: prioritization based on additionality.  To incentivize additionality, the 

remaining debt limit would be available in order of priority to those partners with the highest 
percentage change in core burden share in IDA17 compared to IDA16.  The allocation 
would continue until either all loan offers that meet the minimum baseline burden share 
requirements had been accepted, or the debt limit has been reached.  This is illustrated in 
Table E. 
 
Following on from the example in Table D, the remaining debt limit (US$6,698) would be 
prioritized based on additionality.  This would include 50 percent of the total debt limit 
(US$5,000) plus the portion not used under stage 1 of US$1,698 (US$5,000 – US$(728 + 
750 + 825 +1000)).  The countries meeting the minimum baseline burden share 
requirements with remaining unused loan offers would be ranked based on the percentage 
change of their IDA17 core burden share compared to IDA16.   
 
Since Country B does not meet the minimum baseline requirements it would not be ranked.   
 
Since the full amount of Country E’s loan offer was accepted under stage 1, it too would not 
be ranked.   
 
Of the remaining 3 countries, Country D has the highest percentage change in burden share 
from grants of 10 percent (16.5/15 - 1).  Its remaining unused loan offer of US$5,175 would 

                                                                                                                                                             
partners were asked to provided US$30,900 to the replenishment (approximately the amount of basic 
contributions asked from partners in IDA16, including the financing gap), the grant element of the loan offer 
would translate into a burden share of 0.6 percent (US$182 / US$30,900). 
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be accepted first.  This would leave a remaining unutilized debt limit of US$1,523 
(US$6,698 – US$5,175).   
 
Country C has the second highest percentage change in burden share from grants of 0 
percent (15/15 – 1).  Its remaining unused loan offer of US$1,250 would be accepted 
second.  This would leave a remaining unutilized debt limit of US$273 (US$1,523 – 
US$1,250). 
 
Country A has the third highest percentage change in burden share from grants of -3 percent 
(14.6/15 – 1).  Its remaining unused loan offer of US$1,273 would be accepted up to the 
remaining debt limit of US$273.  Therefore, US$1,000 of its loan offer would not be 
accepted.  

 
Table E:  Illustration of Second Stage Prioritization Based on Additionality  

 
Notes: 
1/ In practice, partners could be ranked in ranges of percentage increase (rather than being ranked by individual increase as 

illustrated in this simplified example) and all partners within a range would receive a pro rata allocation.  This would avoid 
different decision rules for partners with percentage changes that are substantially the same. 

 
(c) Unutilized debt limit.  If an unutilized debt limit were to remain after the second stage, this 

would be allocated to partners that could not meet the baseline burden share requirements at 
the discretion of the Association, for instance, if concerned partners ability to provide grants 
is constrained by fiscal stress and there are concurrent cuts in grant funding to other MDBs 
and development agencies.  In the example illustrated in Table D and E, Country B could be 
considered for discretionary prioritization.  However, since the debt limit was fully utilized 
under stage 1 and 2 in the example, there would be no remaining capacity to consider 
Country B’s loan offer and the full amount of US$2,500 would not be accepted. 
 

  

Maximum debt limit 10,000

Portion prioritized in stage 2: (50% of total) 5,000

Unutilized under stage 1: 1,698

Total debt limit prioritized under stage 2: 6,698

Countries: A B C D E

IDA16 basic burden share 15.0% 15.0% 15.0% 15.0% 15.0%

IDA17 core burden share from grant contributions 14.6% 7.5% 15.0% 16.5% 22.5%

Percentage change in IDA17 core vs. IDA16 burden share -3.0% -50.0% 0.0% 10.0% 50.0%

Meets minimum baseline burden share requirements? Yes No Yes Yes Yes

Loan offer 2,000 2,500 2,000 6,000 1,000

Less: loan offer accepted in stage 1 -728 0 -750 -825 -1,000

Unused loan offer 1,273 2,500 1,250 5,175 0

Rank based on percentage change in core burden share 
1/

3 na 2 1 na

Stage 2 prioritization (Offers of partners meeting the min. baseline 

requirements accepted up to maximum debt limit) 273 0 1,250 5,175 0

Portion of loan offer not accepted 1,000 2,500 0 0 0
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Annex 5: Review of IDA Lending Terms 
 
A. Comparison of Lending Terms of MDBs 
 
1. Table A summarizes IDA’s existing lending terms and concessionality.  In addition, it includes 
the three options for further differentiation of the lending terms for IDA-only countries.  Finally, it 
summarizes the lending terms of other IFIs (including the impact of proposed revisions in lending terms), 
and estimates of their concessionality level, for comparative purposes. 
 

Table A: Comparison of Lending Terms of MDBs 
 

 
 
  

Creditor Loan Type

Grace 

Period 

(yrs)

Maturity 

(yrs)
Interest Rate Fees

Service 

Charge

Commitment 

Charge

Estimated 

Concessionality 

(6% discount 

rate)

Repayment assumption

Grant a/ na na na na na na 100% na

Regular IDA credit b/ 10 40 0% 0% 0.75% 0-0.5% 62% 2% yr 11-20, 4% yr 21-40

Blend credit c/ 5 25 1.25% 0% 0.75% 0-0.5% 35% 3.3% yr 6-15, 6.7% yr 16-25

Hard term credit d/ 5 25 1.50% 0% 0.75% 0-0.5% 32% 3.3% yr 6-15, 6.7% yr 16-25

Option 1: 35/5 f/ 5 35 0% 0% 0.75% 0-0.5% 54% 2% yr 6-15, 4% yr 16-35

Option 2: 37/5/0% SLA (Proposed) f/ 5 37 0% 0% 0.75% 0-0.5% 51% annually equal

Option 3: 37/5/0.3% SLA f/ 5 37 0.30% 0% 0.75% 0-0.5% 48% annually equal

Regular loan 10 50 0% 0% 0.75% 0.50% 66% 1% yr 11-20, 3% yr 21-50

Gap, Blend and Graduating 8 30 1.00% 0% 0.75% 0.50% 41% 3% yr 9-19, 6.1% yr 20-30

Regular ADF-only loan 10 40 0% 0% 0.75% 0.50% 61% 2% yr 11-20, 4% yr 21-40

Advanced ADF-only loan 5 40 0% 0% 0.75% 0.50% 51% annually equal

Gap, Blend and Graduating 5 30 1.00% 0% 0.75% 0.50% 35% annually equal

Project loans 8 32 1% & 1.5% 0% 0% 0% 47% annually equal

Program loans to support sector 

development 
8 24 1% & 1.5% 0% 0% 0% 41% annually equal

Emergency Assistance Loans 10 40 1% 0% 0% 0% 59% 2% first 10 yr, 4% after

Hard term lending facility for project 

loans
8 32 Fixed rate 

g/ 0% 0% 0%

Hard term lending facility for 

program loans
8 24 Fixed rate 

g/ 0% 0% 0%

Projects loans 5 25 2% 0% 0% 0% 31% annually equal

Program loans to support sector 

development
5 25 2% 0% 0% 0% 31% annually equal

Hard-term lending facility 5 25 Fixed rate 
g/ 0% 0% 0% annually equal

Concessional Loan 4-10 18-30 1-4% 0% 0% 0% 19% - 34% annually equal

Weighted average 9.59 29.6 1.08% 0% 0% 0%

Group 1 (Bahamas, Barbados, 

Cayman, Trinidad & Tobago)
≤5 ≤10 5% 0% 0% 0% ≤3.2% annually equal

Group 2 (Anguilla, Antigua & 

Barbuda, British Virgin Is.)
≤5 ≤25 4% 0% 0% 0% ≤14.8% annually equal

Group 3 (Belize, Dominica, Grenada, 

Jamaica, St Kitts, St Lucia, St V&G, 

Turks and Caicos)

≤10 ≤30 2.50% 0% 0% 0% ≤34% annually equal

Group 4 (Guyana, Haiti) ≤10 ≤30 2% 0% 0% 0% ≤39% annually equal

Loan to regional project ≤7 ≤25 2.50% 0% 0% 0% ≤31% annually equal

European Investment Bank 

(EIB)
10 30 3%-4% 0% 0-1.0% 0% 15%-29% annually equal

IMF Extended Credit Facility 5.5 10 0% 0% 0% 0% 27% annually equal

General loan 5.5 30
Cost base + spread (62 

bp in 2012)
0% 0% 0.25% 47% annually equal

FSO Loan 39 40 0.25% 0% 0% 0% 84% annually equal

Highly concessional loans 10 40 0% 0% 0.75% 0% 59% annually equal

Loans on ordinary terms 3 15-18
100% of variable 

reference interest rate
0% 0% 0% annually equal

Loans on intermediate terms 5 20
50% of variable 

reference interest rate
0% 0% 0%

Loans on hardened terms 10 20 0% 0% 0.75% 0% 42% annually equal

Blend-term loans (from April 2013) 5 25 1.25% 0% 0.75% 0% 31% annually equal

Regular concessional loan 3-7 15-25 0% 0% max. 2.5% 0% 20% - 52% annually equal

Least Developed Member Countries 

loan
10 30 0% 0%

max. 

0.75%
0% 52% annually equal

Technical Assistance loan 2-4 16 0% 0% max. 1.5% 0% 27% annually equal

Loan with government guarantee 

(up to 2009)
10 40 0% 0% 0.75% 0.50% 57% annually equal

Grant (from 2009) na na na na na na 100%

OPEC
The OPEC Fund for International 

Development
5 20 2-3% 0% 0% 0% 21% -28% annually equal

Asian Dev Fund (ADF)

ADF XI Proposed Changes for 

blend countries starting

 Jan 1, 2013

AfDF13 Proposed Changes 

starting in FY14  

IDA

Inter-American Development 

Bank (IADB)

African Dev Fund (AfDF)

IDA17 restructuring options for 

regular IDA credits

Caribbean Dev Bank

Nordic Dev Fund

Islamic Dev Bank

International Fund for 

Agricultural Development 

(IFAD)

Arab Bank for Econ Dev in Afr 

(BADEA)
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Notes: 
a/ Grant eligibility is determined on the basis of a country's risk of debt distress. 
b/ Regular IDA-only credits to IDA borrowers with per capita GNI below the operational cut-off (FY13: $1,195), with some 

exceptions (countries that are not IBRD credit worthy and are undertaking major adjustment efforts and small island 
economies). 

c/ Effective from July 1, 2011, the formerly blend and hardened terms have been consolidated into one blend credit instrument.  
The new blend terms apply to blend countries that are eligible to borrow from both IDA and IBRD, and to IDA countries 
with GNI per capita above the operational cut-off for more than two consecutive years (“gap countries”). 

d/ Countries eligible for hard-term IDA credits are blend countries eligible for both IDA and IBRD financing, excluding small 
islands that receive their IDA allocation on regular IDA-only terms.  These resources are additional to a country’s regular 
performance based allocation.  Access to hard-term credits is expanded in proportion to the countries’ performance-based 
allocation.  The interest rate is set annually and applies to new credits approved in that year, then fixed for the duration of 
that credit.  For credits approved on or after July 1, 2012, the interest rate is 1.5 percent.  

f/ Options considered for restructuring regular IDA lending terms. 
g/ 150 basis points below the weighted average of the 10-year fixed SDR swap rates plus the 'ordinary capital resources' 

lending spread, or the applicable ADF interest rates whichever is higher.  Reset every January and applied for the whole 
tenor of the hard-term loans approved during that year.  

 
2. IDA’s lending terms remain highly concessional, with differentiation to reflect the economic 
capacity of IDA-only vs. blend and gap country recipients respectively.  Regular IDA-only credits are 
among the most concessional forms of financing available from development organizations with a grant 
element of 62 percent.  The lending terms for IDA’s more economically advanced blend and gap 
borrowers is still concessional with a grant element of 35 percent, but less concessional than the terms 
IDA offers to its poorest clients.  Some other MDBs, including the African Development Fund, the Asian 
Development Fund and the International Fund for Agricultural Development (IFAD) are changing or 
proposing to change their lending terms to harmonize with IDA. 
 
B. Review of IDA’s Lending Terms 

 
3. IDA’s financial assistance must be provided to recipients on terms that are appropriate 
given the countries’ risk of debt distress.  Debt Sustainability Analyses are conducted regularly to 
analyze countries’ debt vulnerabilities and guide the design of policies to help prevent debt distress.  The 
framework also serves as the basis for IDA financing decisions regarding the grant-credit mix, which is 
linked directly to the country’s risk of debt distress rating under the Debt Sustainability Framework 
assessment.  These DSAs therefore provide a tool to assess the impact of restructuring lending terms 
based on the most recent DSAs of IDA recipients.  In addition, the regular update of the DSAs provides a 
mechanism for future adjustments in countries’ lending terms as their economic capacity changes over 
time. 
 
4. Shortening the grace period to 5 years and moving to a straight line amortization of 
principal (‘37/5/0 percent straight line amortization (SLA)) is the recommended option for any 
restructuring of regular IDA credits.  Three options for restructuring regular IDA credits are 
considered based on their potential to increase the rate at which IDA receives reflows that can be on-lent, 
while maintaining a high degree of concessionality.  These options are described in Section IV of the 
paper and involve various combinations of (a) shortening the grace period to 5 years from 10 years, (b) 
changing to straight line amortization of principal rather than the current back-loaded schedules, and/or 
(c) adding a small interest charge in addition to the standard service charge (0.75 percent) and variable 
commitment charge (currently zero).  The options are summarized in Table A.  Chart A illustrates the 
reflows that would be received during the replenishment disbursement period as a percentage of total 
commitment authority.  This represents the maximum amount that could be front-loaded into commitment 
authority provided that bridge funding is available (for example from drawing down a concessional loan  
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over 3 years rather than the standard encashment schedule, or somewhat front-loading the standard 
encashment schedule for partners grant contributions).  The 37/5/0 percent SLA option is recommended 
as this provides the best mix of concessionality for the recipient (with the grant element remaining above 
50 percent) and sustainability enhancement for IDA (with between 5.3 to 5.9 percent of commitment 
authority being received back through reflows on these credits within the replenishment disbursement 
period). 
 

Table A: Summary of Options Considered to Revise Regular IDA Lending Terms 
 

Maturity 
Grace 
 Period 

Amortization 

Interest 
(in addition to 

standard service and 
commitment charge) 

Grant element 

35/5 35 years 5 years 2% yr 6-15 
4% yr 16-35 

0 54% 

37/5/0% SLA 37 years 5 years 3.125% yr 6-37 0 51% 

37/5/0.3% SLA 37 years 5 years 3.125% yr 6-37 0.3% 48% 

 
Chart A: Summary of Indicative Percentage of Reflows Received  

During the Replenishment Disbursement Period 

 
 
Notes: 
- The base line scenario is based on IDA16 allocations for IDA-only recipients. 
- The stress scenario assumes that the debt sustainability rating of all the more vulnerable countries would be down-graded by 

one level at the start of IDA17. 

 
5. Simulated debt burden trajectories for IDA-only countries demonstrate that the proposed 
restructuring of lending terms in IDA (also taking into account proposed changes by AfDF and 
possible future changes by other MDBs), is unlikely to have a material impact on the countries’ 
debt sustainability risk ratings.  To test the impact of restructuring regular IDA-only lending terms, 
simulations were undertaken on all countries that are currently rated at either low or moderate risk of debt  
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distress, and which could potentially shift into a more adverse risk rating.47  The external public and 
publicly guaranteed debt burden trajectories were simulated for each country first assuming that IDA and, 
if available, AfDF, lending terms would be revised as proposed, and second assuming that in addition to 
IDA and AfDF, other MDBs could also decrease the grace period to 5 years and reduce maturity 
correspondingly.48 
 

• Restructuring IDA and AfDF financing terms alone does not result in worsening risk ratings 
among the IDA-only countries that receive regular IDA-only credits.  Simulated external 
public and publicly guaranteed debt burden trajectories demonstrate that a restructuring in 
both IDA and AfDF financing terms is unlikely to have a material impact on the countries’ 
risk ratings as defined by the joint World Bank-International Monetary Fund (WB-IMF) Debt 
Sustainability Framework.  Therefore, no reversals in gains achieved over the past eight years 
would be expected as a result of the changes in IDA’s financing terms. 
 

• Even if other multilateral institutions follow with a restructuring of terms, risk ratings are 
unlikely to deteriorate significantly.  With IDA lending accounting for an average share of 40 
percent in these countries’ multilateral debt portfolios (see Chart C), external risk ratings are 
likely to remain preserved even if other multilaterals revise their financing terms.  

 
  

                                                 
47  Analysis was performed used DSAs available as of end of January 2013. 
48  Conservative scenarios of hardened terms were simulated for 27 IDA-only countries, utilizing individually 

tailored WB-IMF joint DSAs. In the first round of simulations, the conservative scenario included hardening 
terms on all IDA and AfDF loans as opposed to new loans only starting in FY14.  In the second round of 
simulations, it was assumed that all multilateral creditors harden terms resulting in a 5-year grace period with a 
corresponding shortening of the loan maturity.  Specifically, the simulations modeled earlier principal payments 
due to a shorter grace period, and shorter loan maturities.  Both resulted in earlier and larger rollover and, thus, 
in upward shifts of the baseline and shock trajectories of the respective five debt burden indicators present in the 
external DSA template.  However, these shifts were marginal with respect to the corresponding thresholds.  
This is not surprising as the hardening terms had a modest impact on the concessionality of loans and therefore 
on the present value of different external debt burden indicators over the projection horizon. 
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Chart C: Summary of IDA Outstanding Debt as a Share of  
Multilateral Lending and Total Lending 

 
Notes: 
Estimated IDA shares based on latest DSAs available produced by WB and IMF country teams as of end of January 
2013. Yellow diamonds represent countries with moderate risk of debt distress; and green diamonds represent countries 
with low risk of debt distress. 

 
6. Restructuring the future lending terms for all IDA-only credits is recommended as this is 
unlikely to have a material impact on countries’ debt risk ratings for either green- or yellow light 
countries, mobilizes resources for IDA, and avoids introducing moral hazard by effectively 
penalizing countries for improved macro and debt management performance.  Two options are 
considered whereby IDA could either revise the lending terms for all regular IDA-only credits, or it could 
differentiate between IDA only countries based on their risk of debt distress and only revise the lending 
terms for green light countries.  In either case, countries assessed at a high or moderate risk of debt 
distress (“red light” and “yellow light” countries) should continue to receive some or all of their financial 
assistance in the form of grants.  Table C summarizes some key economic performance data for IDA-only 
recipients.49  Factors to consider in deciding whether to revise the lending terms for all IDA-only 
countries that receive credits, or only green-light countries include:  
 

• Debt sustainability.  In general, the debt sustainability of green-light countries has shown 
important improvements over the years, including sharp improvements in their debt service 
ratios, improved creditworthiness, as evidenced by their credit ratings upgrades, and also their 
rising stock of foreign exchange reserves.  Simulated external public and publicly guaranteed 

                                                 
49  In aggregate, the 24 green light countries shown accounted for 37.5 percent of FY12 allocations (of which 0.4 

percent to 7 small island economies), the 18 yellow light countries 11.0 percent (of which 0.1 percent to one 
small island economy), and the 17 red light countries 7.4 percent (of which 0.1 percent to 5 small island 
economies). 
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debt burden trajectories demonstrate that the proposed restructuring of lending terms by IDA 
and other MDBs is unlikely to have a material impact on either green- or yellow-light IDA-
only countries’ risk ratings as defined by the joint WB-IMF DSF.  Therefore, based on the 
potential impact of restructuring lending terms on countries’ debt sustainability, the proposed 
changes could be applied to all IDA-only credits.50 
 

• Impact for IDA and Recipients.  Credit reflows of about 5.9 percent of commitment 
authority would be received during the IDA17 replenishment period if the lending terms for 
all regular IDA credits would be revised, compared to 5.3 percent if the change is only 
applied to green-light countries.  This represents the maximum that could be front-loaded for 
commitment authority provided there is available bridge financing.  Restructuring all regular 
IDA-only credits would increase the potential benefit to IDA and recipients. 

 

• Moral hazard.  Differentiating the lending terms between IDA-only countries based on their 
risk of debt distress may result in undesirable distortions because better macro and debt 
management performance would in effect be penalized by harder lending terms.  Therefore, 
maintaining parity between lending terms provided to yellow- and green-light IDA-only 
countries would be preferable.51 

 
7. An exception to any restructuring of lending terms for IDA recipients is proposed for small 
island economies.  Small island economies in general show higher ratios for external debt to GNI (most 
above 50 percent) and lower ratios for reserves to external debt (most below 50 percent).  While most 
have relatively high Country Policy and Institutional Assessment (CPIA) scores and policy performance 
ratings, their relatively higher debt stocks support receiving financial assistance on more concessional 
terms.  The eight small island economies classified as green- or yellow-light countries accounted for 
about 0.4 percent of FY12 allocations. 
 
 

                                                 
50  The restructuring of lending terms would only apply to financial assistance provided in the form of regular 

IDA-only credits.  Yellow- and red-light countries would continue to receive some or all of their financial 
assistance in the form of grants.   

51  Under existing policies yellow light countries receive 50 percent of their allocation in the form of regular credits 
and 50 percent in the form of grants.  However, the volume discount on grants is applied to reduce the risk of 
moral hazard. 
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Table C: Summary of Economic Performance Indicators for IDA-only Countries 

 

Country name Region

DSA risk 

rating 

(FY12)

DSA risk 

rating (FY13) 
1/

GDP per 

capita 

 2011 
2/

Above LIC 
3/

Average 

Sovereign 

Credit Rating 
4/

NCBP Capacity/Debt 

Vulnerability 

classification 
 5/

Country Policy and 

Institutional 

Assessment Ratings - 

2011 
6/

Economic 

Management 

Average 
7/

Policy 

Performance 

Rating for 2012-13 

DSA 

2010 External Debt 

Stocks/GNI ratio
 8/

2010 Reserves/

external debt 

stocks ratio 
9/

FY12 

allocation

Small 

Island?

Green-light countries

Bangladesh SAR green green 770 No BB- N/R 3.3 3.5 Medium 23 45 11.0%

Benin AFR yellow green 780 No B- Lower/Lower 3.5 3.5 Medium 18 98 0.6%

Cambodia EAP yellow green 830 No B N/R 3.4 3.8 Medium 43 82 0.6%

Cameroon AFR green green 1,210 Yes B Lower/Lower 3.2 3.7 Weak 13 123 0.7%

Cape Verde AFR green green 3,540 Yes B+ N/R 4 3.8 Strong 54 45 0.1% Yes

Dominica LAC green green 7,090 Yes N/R N/R 3.8 3.8 Strong 73 29 0.0% Yes

Ethiopia AFR green green 400 No N/R Lower/Lower 3.5 3.7 Medium 24 35 6.8%

Ghana AFR yellow yellow 1,410 Yes B+ Lower/Lower 3.9 3.8 Strong 27 NA 2.0%

Grenada LAC green green 7,220 Yes CCC+ N/R 3.7 3.3 Medium 99 21 0.0% Yes

Kenya AFR green green 820 No B+ N/R 3.8 4.2 Medium 27 51 3.9%

Liberia AFR green green 240 No N/R Lower/Lower 3 3.5 Weak 28 22 0.4%

Madagascar AFR green green 430 No CCC+ Lower/Lower 3.2 3.5 Medium 27 51 0.9%

Micronesia, Federal States of EAP green green 2,900 Yes N/R N/R 2.7 2.5 NA NA NA 0.0% Yes

Mozambique AFR green green 470 No B+ Higher/Lower 3.7 4.5 Medium 44 55 2.3%

Myanmar EAP NA green NA NA N/R N/R NA NA NA NA NA 0.0%

Senegal AFR green green 1,070 Yes B+ Lower/Lower 3.8 4 Medium 29 56 1.0%

Somalia AFR NA green NA NA N/R N/R NA NA NA NA NA 0.0%

St. Lucia LAC green green 6,680 Yes N/R N/R 3.8 3.5 Strong 54 44 0.0% Yes

St. Vincent and the Grenadines LAC green green 6,100 Yes B N/R 3.8 3.7 Strong 48 43 0.0% Yes

Sudan AFR NA green NA NA N/R N/R 2.4 2.3 Weak 39 5 0.0%

Tanzania AFR green green 540 No N/R Lower/Lower 3.7 4.2 Strong 38 45 3.8%

Uganda AFR green green 510 No B+ Lower/Lower 3.8 4.2 Strong 18 95 2.6%

Vanuatu EAP green green 2,870 Yes N/R N/R 3.4 4 Medium 21 109 0.0% Yes

Zambia AFR green green 1,160 Yes B+ Lower/Lower 3.5 3.7 Medium 26 57 0.6%

Yellow-light countries

Burkina Faso AFR red yellow 570 No B Lower/Lower 3.8 4.2 Strong 23 52 1.8%

Central African Republic AFR yellow yellow 470 No N/R Lower/Lower 2.8 3.3 Weak 19 47 0.1%

Chad AFR yellow yellow 690 No N/R Lower/Lower 2.4 2.5 Weak 26 36 0.2%

Cote d'Ivoire AFR red yellow 1,100 Yes N/R Lower/Lower 2.9 2.8 Weak 53 32 0.9%

Guinea-Bissau AFR yellow yellow 600 No N/R Lower/Lower 2.8 3 Weak 125 14 0.0%

Kyrgyz Republic ECA yellow yellow 920 No N/R Lower/Lower 3.6 4.2 Medium 89 43 0.4%

Lesotho AFR yellow yellow 1,220 Yes BB- Lower/Lower 3.4 3.7 Medium 28 NA 0.2%

Malawi AFR yellow yellow 340 No B- Lower/Lower 3.3 3.2 Medium 19 16 1.2%

Mali AFR yellow yellow 610 No CCC+ Lower/Lower 3.6 4.2 Medium 26 58 1.3%

Mauritania AFR yellow yellow 1,000 No N/R Lower/Lower 3.2 3.3 Weak 67 12 0.1%

Nepal SAR yellow yellow 540 No N/R Lower/Lower 3.3 3.2 Medium 23 NA 1.3%

Nicaragua LAC yellow yellow 1,170 Yes B- Lower/Lower 3.7 4.2 Medium 77 38 0.3%

Niger AFR green yellow 360 No N/R Lower/Lower 3.4 3.8 Medium 21 67 1.2%

Rwanda AFR yellow yellow 570 No B Higher/Lower 3.8 3.8 Strong 14 102 1.3%

Samoa EAP green yellow 3,190 Yes N/R Lower/Lower 4.1 4.5 Strong 57 68 0.1% Yes

Sierra Leone AFR yellow yellow 340 No N/R Lower/Lower 3.3 3.7 Weak 41 53 0.3%

Solomon Islands EAP yellow yellow 1,110 Yes N/R Lower/Lower 2.9 3.3 Weak 39 123 0.0%

Togo AFR yellow yellow 560 No N/R Lower/Lower 3 3.2 Weak 61 41 0.2%

Red-light countries

Afghanistan SAR red red NA NA N/R Lower/Higher 2.7 3 Weak NA NA 1.1%

Burundi AFR red red 250 No N/R Lower/Higher 3.1 3.2 Weak 34 62 0.5%

Comoros AFR red red 770 No N/R Lower/Higher 2.7 2.5 Weak 90 30 0.0%

Congo, Democratic Republic of AFR red red 190 No N/R Lower/Higher 2.7 3.2 Weak 47 32 2.5%

Eritrea AFR red red 430 No N/R N/R 2.2 1.8 Weak 48 11 0.1%

Gambia, The AFR red red 610 No N/R Lower/Higher 3.5 3.5 Medium 63 43 0.1%

Guinea AFR red red 440 No N/R Lower/Higher 2.9 2.8 Weak 69 NA 0.3%

Haiti LAC red red 700 No N/R Lower/Higher 2.9 3.3 Weak 7 272 1.1%

Kiribati EAP red red 2,110 Yes N/R Lower/Higher 3 3 Weak NA NA 0.0% Yes

Lao People's Democratic Republic EAP red red 1,130 Yes N/R Lower/Higher 3.4 3.7 Medium 79 20 0.4%

Maldives SAR red red 6,530 Yes N/R Lower/Higher 3.3 2.3 Medium 87 30 0.0% Yes

Marshall Islands EAP red red 3,910 Yes N/R Lower/Higher 2.7 2.3 NA NA NA 0.0% Yes

Sao Tome and Principe AFR red red 1,360 Yes N/R Lower/Higher 3.1 2.8 Weak 85 NA 0.0%

Tajikistan ECA red red 870 No N/R Lower/Higher 3.4 3.8 Weak 53 NA 0.3%

Tonga EAP red red 3,580 Yes N/R Lower/Higher 3.4 3.2 Medium 40 73 0.0% Yes

Tuvalu EAP NA red 5,010 Yes N/R Lower/Higher NA NA NA NA NA 0.0% Yes

Yemen, Republic of MENA red red 1,070 Yes N/R Lower/Higher 3 2.8 Weak 26 94 0.9%
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Notes 
1/ The following countries were reclassified during IDA16: Benin and Cambodia from "yellow" in FY12 to "green" in FY13; Burkina Faso and Cote d'Ivoire from "red" in FY12 to 

"yellow" in FY13; Niger and Samoa from "green" in FY12 to "yellow" in FY13; Ghana was classified as "yellow" in FY12 and 13, but expected to become Gap in FY14; Nigeria 
was classified as "green" in FY12/13, but blend in FY13/14; Djibouti was "red" in FY12, in FY13 it is Gap/blend. 

2/ World Bank Atlas methodology; 2011 per capita GNI (Gross National Income, formerly GNP). Figures are in US dollars.  
3/ The low income country (LIC) threshold is GNI per capita US$ 1,025. 
4/ Credit ratings, from Fitch, S&P, and Moodie's rating agencies are used to arrive to the average rating.  
5/ Limited to active IDA-only countries that are subject to the IDA NCBP.  Excludes countries in nonaccrual status as of June 30, 2012 (Eritrea, Myanmar, Somalia, and Sudan), and 

countries that are not current grant or MDRI assistance recipients.  For details see note "IDA Non-Concessional Borrowing Policy: Capacity Assessment for FY13," 
IDA/SecM2012-0572, November 30, 2012.  The classifications show countries’ capacity to manage debt first, followed by their debt vulnerability.  For example, the strongest 
classification is Higher/Lower indicating that the country has a high capacity to manage debt and a low debt vulnerability.  Conversely the weakest classification is Lower/Higher 
where the country is assessed as having a low capacity to manage debt and a high risk of debt distress.  Countries with no active classifications are shown with N/R. 

6/ The World Bank’s Country Policy and Institutional Assessment (CPIA) rating is an annual exercise that covers the IDA eligible countries.  78 IDA eligible countries are included 
in CPIA 2011 (Myanmar, Somalia, and Tuvalu excluded as not rated).  Four CPIA clusters are included in the calculation of the overall CPIA score – (1) economic management; 
(2) structural policies; (3) policies for social inclusion/equity; (4) public sector management and institutions.  All criteria are equally weighted within a cluster; overall CPIA is 
calculated as the mean of the score of four clusters.  Scale: 1 = Lowest, 6 = Highest.  As a reference point, countries with an overall CPIA of 3.2 or lower are considered fragile. 

7/ Economic Management Average is cluster A of CPIA index.  The components of cluster A comprise (1) monetary and exchange rate policies, (2) fiscal policy, and (3) debt policy 
and management. 

8/ Data from "2012 the Little Data Book on External Debt."  Ratio for Yemen is for 2009. 
9/ Data from "2012 the Little Data Book on External Debt."  Ratio for Ethiopia, Liberia, Sudan, and Malawi is for 2009. 
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Annex 6: Other Innovative Financing Instruments 
 
In addition to the three new options discussed, a number of innovative financing mechanisms have been 
introduced in IDA or are currently under preparation to mobilize additional resources and/or assist clients 
to manage risks and meet their development needs. 
 

• Weather Risk Intermediation - Helping countries manage risk through innovative tools like 
weather derivatives and risk pooling mechanisms.  As part of IDA overall framework for disaster 
risk management, IDA has expanded its suite of complementary options available to recipients to 
include innovative, market based risk intermediation based alternatives.  In one of these options, 
IDA is involved in direct weather risk transfer via intermediation of index-based weather 
derivatives transactions for clients, commonly known as weather hedges.  Weather hedges are 
insurance transactions that help governments hedge their risk exposure against financial disruption in 
the aftermath of infrequent, high-impact weather events.  Unlike traditional insurance schemes, 
index-based weather derivatives allow for rapid disbursements since no assessment of the actual loss 
incurred is required.  In these transactions, IDA typically enters into a weather hedge transaction 
with the recipient while simultaneously entering into an offsetting transaction with a counterparty in 
the capital markets, mitigating risks to IDA's balance sheet.  In an extension of this risk 
intermediation activity, IDA is also involved in the establishment of risk pooling mechanisms.  These 
mechanisms help reduce the costs of weather hedges by having countries facing similar risks (i.e., 
Pacific or Caribbean Island Countries) group together to benefit from the economies of scale 
realizable when certain risks are pooled together and then insured.  These economies of scale are 
particularly important for countries with limited IDA resources but high vulnerability to weather 
risk, such as small island states.  IDA has helped countries in these risk pooling mechanisms by 
acting as capital markets intermediary and, where feasible, capitalizing pooled risk facilities to 
facilitate long term insurance market development for vulnerable countries.52 

 
• IDA regional program – Providing an opportunity and incentive for countries to tackle 

development challenges at the regional level and leveraging additional funding.  This was 
introduced in IDA13 and has grown from SDR304 million (US$435 million) to SDR1.5 billion 
(US$2.25 billion) in IDA16.53  Partnerships with the private sector and other donors are playing an 
increasingly important role and regional IDA investments have leveraged over US$3.1 billion in co-
financing and parallel financing. 

 

• Crisis Response Window (CRW) - Deploying financial assistance for crises.  The primary 
objective of a CRW is to provide IDA countries with additional resources that will help countries to 
respond to severe economic crises and major natural disasters and return to their long-term 
development paths.  In case of natural disasters, the CRW would target events that are exceptionally 

                                                 
52  In October 2012, the Executive Directors approved a proposal to widen the extent to which the World Bank 

could offer weather derivative solution to client countries. Specifically, the proposal did this in two ways: (1) it 
widened the scope of the weather risks considered to cover geological events (meaning earthquake and tsunami 
risk can now be covered by weather derivatives) and (2) it expanded the list of entities with which the World 
Bank could enter into weather derivative transactions, to include sub-nationals and regional organizations, 
where previously the Bank could only transact with sovereigns.  

53  For regional projects, the general rule is that one third of the project financing is allocated from the national 
envelope, and two thirds financing is allocated from the regional envelope - this ensures country ownership but 
also provides an opportunity and incentive for countries to tackle development challenges at the regional level. 
For countries with small IDA allocations, contributions from their national IDA envelope to any one project is 
capped at 20 percent of the country's annual IDA allocation. This enables IDA countries with small allocations 
to participate in larger regional programs. 
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severe.  The additional CRW financing would complement UN and other partner efforts to provide 
emergency relief by supporting safety nets for affected population and restoring basic physical assets 
that were destroyed by the disaster.  In case of economic crises, in close coordination with other 
development partners, the CRW would target severe crises caused by exogenous shocks that affected 
a significant number of countries. 
 

• Immediate Response Mechanism (IRM) - Helping countries respond to crises with immediate 
financing.  The IRM is a mechanism to accelerate the disbursement of funds to help IDA countries 
address immediate post-crisis financing needs.  Specifically, the IRM allows IDA countries to 
rapidly access up to 5 percent of their undisbursed IDA investment project balances following an 
emergency or crisis.  It complements longer-term emergency response tools available to IDA 
countries (including the CRW), offering them financial support within weeks rather than months of 
an emergency.  

 

• Voluntary Prepayment Framework - Incentivizing graduates to voluntarily prepay their 
outstanding IDA credits.  IDA has a policy allowing it to provide graduates with a prepayment 
discount to the extent that IDA can earn investment income on the prepaid funds held prior to their 
disbursement for new IDA commitments that would be sufficient to cover the discount offered plus 
the loss of interest and charge income on prepaid credits.54 The objective of the policy is to 
encourage IDA graduates to accelerate the repayment of their IDA credits beyond their contractual 
obligations, so that IDA resources can be redistributed to countries most in need of concessional 
funding. 

 

• Buy-down Program - Collaborating with private donors and foundations through the buy-
down program.  The IDA buy-down mechanism has been piloted for a polio eradication initiative in 
Pakistan and Nigeria working with the Gates Foundation and the United Nations Foundation.  Under 
this program, a country’s IDA credit is “bought down” by the foundations upon the country’s 
successful completion of a vaccine distribution program to eliminate polio.  This incentive-based 
program allows IDA countries to mobilize what ultimately becomes grant funding to eradicate polio, 
and gives foundations a way to leverage the support of governments through IDA.55  The buy-down 
program increases the focus on achieving development results, reduces aid fragmentation, and 
allows some front loading of reflows that would have been received gradually over time.   

 

• Private Donations - Acting as a vehicle for private donors to contribute to development 
finance.  IDA has an operational framework in place allowing it to accept unsolicited private 
donations that are consistent with its mission to reduce poverty in low-income countries.56 

 

• Single Currency Lending – Helping countries manage currency risk.  In response to recipient 
feedback regarding the difficulty in managing currency risk and the likely demand for single-
currency credits, in 2012 IDA introduced a pilot program to offer single currency credits.  The 
Single Currency Lending Pilot Program is a 2 year, SDR3 billion equivalent lending pilot program 

                                                 
54  To date, two graduates have prepaid their outstanding credits and received a discount under this policy (China 

and Thailand).  In addition, Korea voluntarily prepaid its outstanding credits prior to the introduction of this 
policy. 

55  To date, the program, initiated in 2003, has covered twelve credits with a total size of SDR355 million.  Seven 
of the projects have already been bought down, the remaining five projects have commitments of SDR192 
million.  Ongoing discussions with the Gates Foundations are centered around the possibility of scaling up this 
pilot. 

56  Since 2007 IDA has received corporate donations totaling equiv. US$5.6 million from two Japanese banks, 
Nikko Asset Management and Chiba Bank.   
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that allows IDA recipients to denominate new credits in any one of the four constituent currencies of 
the Special Drawing Right (SDR), specifically US Dollar, Euro, British Pound Sterling and Japanese 
Yen.  These new currency options are available for recipients in addition to the traditional SDR-
denominated option. 

 

• Guarantees - Using guarantees to mobilize additional financial resources.  As described in 
Section II, there is increasing demand from recipients for IDA’s guarantees through the existing 
Partial Risk Guarantee (PRG) program, which allows recipients to leverage their IDA allocations to 
mobilize additional resources.  In addition, there is a proposal to expand the program to include 
Partial Credit Guarantees (PCG) and Policy Based Guarantees (PBG) expected to be discussed by 
CODE in 2013, and based on the experience in IBRD, this could further increase demand for IDA 
guarantees to help catalyze IDA countries’ access to market funding. 


