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I. INTRODUCTION

To chart the history of debt relief mechanisms
available to middle and low income indebted
countries one needs to go back at least three
decades to a time in economic history when
prevailing conditions enabled developing
countries to accumulate sizeable debt balances.
During the early years of the 1970s oil exporting
countries experienced the first boom in oil
prices which resulted in windfall gains.
However growth in the developed world was
sluggish at this time and industrial countries
could not absorb the excess liquidity that flooded
the financial system.  Developing countries
proved a captive market for these surplus funds
since the recession and slow economic recovery
of industrialised nations negatively impacted
their exports and weakened the already
precarious balance of payments of the non-oil
developing countries.

Furthermore middle-income developing
countries experienced cutbacks in bilateral
assistance from industrialised countries.  As a
result, private commercial banks turned their
attentions to middle income developing
countries whose demand for finance capital
could not be satisfied domestically.  Loans were
easily available and affordable, in most cases
contracted at low or even negative real rates of
interest.  These conditions encouraged many
developing nations to seize the opportunity to
advance their economies.  The outcome was a
shift in the size, creditor composition and
maturity structure of the middle income
external debt profile as more commercial debt
than bilateral debt was contracted resulting in
a shortening of maturities and grace periods.
Low income countries still posed a substantial
risk and were denied access to external private
capital flows.  Instead they received an increase
in official flow financing that is, directly from
other governments or from external countries’
export credit agencies.
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At the start of the 1980s, immediately
succeeding the second oil price shock of 1979,
the supply of finance generated by the oil
windfalls was rapidly depleting.  Industrialised
countries entered into a period of recession, and
financial markets adjusted by increasing
interest rates which substantially raised the cost
of borrowing.  This severely affected developing
countries which had accumulated large external
debt balances by this time and faced mounting
current account imbalances as commodity
prices plummeted.

Debt, previously contracted on concessional
terms, was required to be repaid at considerably
higher rates of interest.  This gave rise to
repayment problems and the debt crisis of the
1980s triggered by Mexico’s inability to meet its
external debt service obligations.  The
international community perceived this to be a
reflection of unsustainable debt positions
endemic to developing countries and responded
by halting all further capital flows to them.
Industrialised nations, international
organisations and the international financial
community recognised the damage that heavily
indebted low and middle income countries could
have on banks and the international financial
system.  They responded through an
international debt relief effort that was required
to bring about any chance of loan recovery.

Commercial bank lenders to whom most of the
middle income countries’ external debt was owed,
formed themselves into a committee known as
the London Club to provide debt rescheduling to
their debtors and to ensure that no debtor
received better or worse treatment than the next.
Many debtors required successive rescheduling
contracts and commercial bank creditors
realised that they would have to write off a portion
of the debt outstanding.  This was implemented
under the Brady Plan of 1989 for fifteen (15)
middle income countries.  Accordingly,
outstanding amounts were forgiven and the
remaining principal and some portion of the
interest was guaranteed with U.S. Treasury
bonds.

For low income developing countries, the
majority of external debt was owed to bilateral
and multilateral creditors.  Initially believing the
debt problem to be one of liquidity and hence
temporary, official creditors responded by
providing rescheduling agreements generally on

non-concessional terms which deferred debt
service payments.  This was provided under the
Paris Club, a committee of bilateral creditors,
to ensure equality of treatment and proportional
burden sharing for all creditors.
Simultaneously, multilateral agencies and
some sovereigns (the Soviet Union) continued
to provide new sources of funding to heavily
indebted low income countries (LICs).

The build up of the debt stock however remained
unsustainable and successive debt initiatives
for low income countries followed.  At the
meeting of industrialised countries at the G7
summit in Toronto in 1988 options were
developed known as the “Toronto terms” for debt
reschedulings for LICs.  These terms
encompassed options to lower the rate of
interest on rescheduled debt, to reduce
payments falling due by one third and reschedule
the remainder at market rates of interest, and
the option to reschedule the debt with longer
grace periods with no reduction in the rate of
interest.

Further amendments were needed to bring debt
levels of LICs to sustainable levels.  In 1990, in
Trinidad, proposals were made to Paris Club
creditors to reduce the net present value of the
debt by 67 per cent (“Trinidad terms”).  However
concessions could not be reached on these
terms.  Instead it was agreed at the G7 summit
in 1991 that the degree of concessionality would
be increased to 50 per cent (“London terms”).
Eventually in 1994, bilateral creditors agreed to
cancel two-thirds of the stock of official debt
(stock of debt operations) in what became known
as the “Naples terms”.

These initiatives proved to be insufficient to
bring the external debt positions of a number of
low income countries to sustainable countries.
Consequently, an all encompassing
international debt relief programme known as
the HIPC Initiative was launched by the World
bank and the International Monetary Fund (IMF)
in 1996.  For the first time such a debt relief
programme would require the full participation
of multilateral creditors (including the World
Bank and the IMF), regional development banks,
bilateral creditors and multilateral creditors.
Historically, multilateral institutions enjoyed
preferred creditor status which exempted them
from engaging in previous debt rescheduling
programmes.
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Plight of Small Middle-Income Countries

One of the basic tenets of the HIPC Initiative
is the principle of fully proportional and
equitable burden sharing on which it was
founded.  These are the operational principles
and practices of the Paris Club which had
proven useful in reconciling the mutual
interests of debtors and creditors alike.  The
burden sharing principle which is
intrinsically linked to the principle of
comparability of treatment ensures that all
creditors provide debt relief commensurate
with their financing exposure to the debtor
country.  In return, debtor countries are
obliged to guarantee that creditor countries
who had not given a commitment to the
Initiative would not enjoy terms more
favourable than those of participating
creditors.  Consequently the HIPC Initiative
makes no distinction between creditors, and
relief on an equitable and proportional basis
is required from countries that are
themselves low middle income countries and
face moderate or heavy debt burdens.

These well established principles need to be
interpreted in a more flexible manner than
is the current practice in the Paris Club and
should take into account the different
circumstances of creditors.  In particular
consideration needs to be given to those small
creditor countries such as Trinidad and
Tobago which are middle income, are
themselves moderately indebted and face the
challenges of a developing economy.  While
Trinidad and Tobago has emerged onto a
sustainable non-inflationary growth path, the
economy is highly open with a narrow
resource base, is inadequately diversified to
shield against external influences and
continues to be vulnerable to the vagaries of
oil price movements.  Both from a debtor and
a creditor perspective, small moderately
indebted countries have extremely limited
capabilities in dealing with the international
financial community.  As a debtor these
countries in most cases can only access
relatively small amounts of funding and are
not eligible for extensive long term
development financing from multilateral
agencies.  As a creditor, the power of influence
on decisions for providing debt assistance is
too small to be significant.

This paper begins with a brief explanation of
the Heavily Indebted Poor Countries (HIPC)

Initiative, a debt initiative which immediately
succeeded the traditional mechanisms of debt
relief.  In this section there is special emphasis
on Guyana’s eligibility to debt relief under the
HIPC framework.  In the next two sections, the
paper traces the evolution of Guyana’s
indebtedness to Trinidad and Tobago both as its
bilateral creditor and multilateral creditor under
the CARICOM Multilateral Clearing Facility.  The
paper concludes with an assessment of the
impact debt relief provisions under traditional
mechanisms and the HIPC Initiative have had
on creditors in general and Trinidad and Tobago
in particular.

II. THE HIPC INITIATIVE

The Heavily Indebted Poor Countries (HIPC)
Initiative is a programme of actions proposed by
the World Bank and the International Monetary
Fund (IMF) to bring about a resolution to the debt
problems faced by forty (40) of the poorest
countries in the world.  This initiative received
the endorsement of governments around the
world in September 1996, and represented a
commitment of countries and creditors alike to
collaboratively strive to ensure that the heavy
burden of eligible countries for debt relief would
be reduced to sustainable levels.

The HIPC Initiative involves a two-stage process,
with each part lasting up to a period of three
years.  In the first stage, as a necessary
criterion to qualify under the Initiative, the
country must adopt programmes of reform and
adjustment under the supervision of the World
Bank and the IMF.  At the end of this stage the
country must be able to show a three-year track
record of satisfactory policy performance of
economic and social reforms.

At this point, the decision point, the debtor
country together with the World Bank and the
IMF conduct a Debt Sustainability Analysis to
determine whether it is eligible for debt relief
under the HIPC Initiative.  This entails
determining whether the country’s debt is still
at an unsustainable level even after accessing
debt relief mechanisms prior to reaching this
point or whether further debt relief is required.
This appraisal process involves a comparison of
the ratio of a country’s debt in net present value
(NPV)1 terms to the value of its exports with a
target ratio that was set for the country.

1

If a significant part of a country’s external debt is contracted on more favourable terms than could be obtained commercially, then the face value of
the external debt stock is not a good measure of its debt burden,  the net present value (NPV) is a measure which takes into account the extent of
concessionality of the external debt.  it is defined as the sum of all future principal and interest payments on existing disbursed and outstanding debt,
discounted by the market rate of interest.
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(i)  Debt Sustainability Targets

Under the HIPC Initiative the target ratio is
generally set between 200-250 per cent and
between 20-25 per cent for the debt service-to-
exports ratio.  However since a large export base
could send an erroneous signal of the debt
servicing capability of a country, country specific
targets would be determined on a case by case
basis.  These would be set after particular
consideration was given to the factors to which
the country was particularly vulnerable, such
as the nature of its export earnings and the level
of government revenues required for debt
service.  Hence the criteria was broadened to
include countries which have a NPV of debt-to-
exports ratio below 200 per cent but which have
an exports-to-GDP ratio of at least 40 per cent
and a minimum fiscal revenue-to-GDP ratio of
20 per cent.

If at the decision point, the Boards of the World
Bank and the IMF conclude that the debt levels
are unsustainable, the country would then enter
the second phase of the HIPC Initiative.  During
this second stage, which lasts up to three years,
the prospective HIPC continues with its reform
programme and receives additional debt relief
from bilateral and commercial creditors through
flow reschedulings on enhanced terms (up to a
total of an 80 per cent reduction).  Multilateral
creditors would also provide relief as part of their
total commitment under the HIPC Initiative.
The international community in general, would
be required to (1) continue to provide exceptional
support while the country continued with its
reform efforts, and would (2) make a
commitment to provide the additional debt relief
promised at the decision point at the end of this
phase known as the completion point.

The international community recognised that
the Initiative would not achieve its objective of
debt sustainability for highly indebted LICs.  Only
seven countries had qualified for assistance in
the first three years of the programme.  As a
result the Development and Interim
Committees of the World Bank and the IMF gave
their consent to modify the framework of the
Initiative in September 1999.  This Enhanced
HIPC framework is intended to accelerate the
debt relief delivery process.  It is expected that
the prospects of eligible countries for achieving
prolonged debt sustainability would be improved,
thereby freeing resources to enable an increase
in the capacity for a reduction of poverty levels.

ii   Removal of the three-year period that a
country was given to move from the
decision point to the completion point
and replaced by a “floating” completion
point.  The completion point would be
achieved once the country implemented
predetermined reform measures.

iii.Introduction of interim debt relief
between the decision and completion
points.

iv.Introduction of a new qualifying
criterion, i.e. countries must prepare a
policy action plan to reduce poverty
levels through formalised Poverty
Reduction Strategy Papers (PRSP)2 .  This
provides the foundation for concessional
lending from the IMF under a new
facility, the Poverty Reduction and
Growth Facility (PRGF) which replaced
the Enhanced Structural Adjustment
Facility (ESAP) in September 1999.

Under the Enhanced Initiative, the debt
sustainability of countries (including Guyana)
which had already been considered under the
original HIPC Debt Initiative is to be reassessed.
Furthermore the determination of assistance
was shifted from the completion point to the
decision point.

(ii)  Creditor’s Burden Sharing

Under the HIPC Initiative the burden of debt
relief is shared through a “proportional
approach”.  In this way all creditors share the
costs of this relief through a process of broad and
equitable burden sharing and each creditor
provides relief in proportion to their share of the

This Enhanced Initiative would accomplish its
objective through the following adjustments.

i.  A reduction in the targets and thresholds
by which countries are assessed to
determine the required levels of debt
relief.  The debt sustainability target of
200-250 per cent NPV of debt-to-exports
was lowered to 150 per cent, and for very
open economies through what is known
as the “fiscal window” the NPV of debt-
to-revenues was reduced from 280 per
cent to 250 per cent.
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§ Country adopts IMF and World Bank backed
programmes of reform and adjustment as outlined in
country-specific Poverty Reduction Strategy Papers.

§ Country receives traditional forms of debt relief
(Naples terms).

§ At the end of three years, known as the Decision
Point, a debt sustainability analysis is performed to
determine whether the country qualifies for assistance
under the HIPC initiative.

§ The Boards of the IMF and World Bank formally decide
on the country’s eligibility.

Debt Sustainability Targets 
 

 
Original 
Target 
Ratios 

(%) 

Enhanced 
Target Ratios 

for Highly 
Open 

Economies 
(%) 

Target Ratios 
for Guyana 

(%) 

Guyana at 
End-1996 

(%) 

Targets 
 

    

NPV Debt to Exports 200-250 150 107 185 
NPV Debt to Gov’t Revenue “fiscal 
window” 
 

280 250 280 486 

Qualifying Thresholds     
Exports to GDP 40 30 - 103 
Gov’t Revenue to GDP 20 15 - 33 
NPV Debt Service to Exports 20-25 - - - 
NPV Debt Service to Gov’t Revenue 
 - - - 43 

 

2
A Poverty Reduction Strategy Paper (PRSP) is a national poverty reduction strategy which is linked to debt relief under the HIPC initiative.  it describes a country’s macroeconomic, structural
and social policies and programs to promote growth and reduce poverty, as well as associated external financing needs.  PRSP’s are developed by governments through the broad participation of
civil society, key donors and development partners, including the World Bank and the IMF.

§ Once the country is eligible, creditors commit
to deliver exceptional assistance, if needed, for
the country to achieve debt sustainability over
the next three years or until it reaches the
Completion Point or ‘Floating’ Completion
Point.

§ Country establishes a second track record by
implementing the policies outlined at the
decision point.

§ Creditors provide interim assistance.

§ At the completion point, countries deliver the
assistance as promised to bring the actual NPV
debt-to-exports ratio and NPV debt-service-to-
exports ratio to the agreed sustainability target.

Box 1
The HIPC Initiative

Main Characteristics
§ Launched by the IMF and the World Bank in September 1996.
§ Designed to reduce the external debt burden of heavily indebted poor countries to sustainable levels.
§ Combines debt reduction with policy reforms and new inflows of aid.
§ Requires the full participation of multilateral, bilateral and commercial creditors.
§ Enhanced in September 1999 to provide faster, deeper and broader debt relief and to strengthen the link between debt

relief and poverty reduction.

Guiding Principles
§ Creditors agree to share the cost of HIPC assistance on the basis of broad and equitable burden sharing and to provide

relief on a basis that is proportional to the share of the debt after the full application of traditional forms of debt relief.
This is known as the principle of proportional and equitable burden sharing.

Qualifying Criteria
§ Country faces an unsustainable debt burden even after traditional debt relief.
§ Country’s per capita income is low enough to qualify for concessional lending from the IMF and the World Bank, that

is it must have IDA-only debtor status.
§ Country must demonstrate a sound record of adjustment and reform under the supervision of the World Bank and the

IMF.

Stages of Initiative
First Stage Second Stage
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debt remaining in NPV terms.  Through this
approach, multilateral creditors agreed to
provide debt relief through measures which
would allow them to maintain their preferred
creditor status.  Such provisions involve either
debt buy backs, paying a country’s debt as it
becomes due, rescheduling debt or refinancing
on grant terms.  To accomplish this the World
Bank set up a HIPC Trust Fund which comprised
contributions from participating multilateral
creditors and bilateral donors and which
multilateral creditors could access.  This
ensured that all multilateral creditors would
meet their share of the cost and provided the
avenue through which they could deliver debt
relief when otherwise they would be constrained
by their institutions’ specific policies which
prohibit debt restructuring or forgiveness.

(iii)  Guyana’s Eligibility under the HIPC
Initiative

Guyana, being a severely indebted low-income
country was among the first countries in the
Western Hemisphere (Bolivia is the other
country) to be considered under the HIPC
Initiative.  Even after the significant gains made
in the recent past by way of macro economic
adjustment and structural reforms, Guyana still
remained one of the poorest countries in the
Western Hemisphere.  Government
programmes to develop the economic
infrastructure of the country and the social
services sector were constrained by the
deleterious impact of Guyana’s debt service
obligations on its national budget.

Guyana satisfied the eligibility criteria at its
decision point of November 1997.  According to
the Initiative, the debt position as at end-1996
would be used to determine the level of
assistance to Guyana.  The ratio of the NPV of
external public and publicly guaranteed debt-to-
exports stood at 185 per cent at the end of 1996.
Furthermore, Guyana’s exports-to-GDP ratio
averaged 103 per cent per annum over the period
1994-1996 and its government revenue-to-GDP
ratio was 33 per cent.

Despite the favourable exports-to-GDP ratio
which was five times larger than the average
for the HIPCs, the fiscal burden of the external
debt remained high with a NPV of debt-to-
government revenues of 486 per cent and debt
service-to-government revenues of 43 per cent
in 1996.  It was expected that Guyana would
attain debt sustainability when the NPV of debt-
to-exports ratio was reduced to 107 per cent,
consistent with a projected NPV of debt-to-

revenue ratio of 280 per cent at the completion
point.  Based on Guyana’s favourable track
record it was envisaged that the completion point
would be reached in December 1998.

At the end of 1996, Guyana’s external debt
amounted to US$1,595 million in nominal terms
and US$1,187 million in net present value (NPV)
terms.  Guyana’s bilateral creditors accounted
for US$592 million in nominal terms or US$523
million in NPV terms.  Trinidad and Tobago was
Guyana’s largest bilateral creditor accounting
for US$176.9 million of Guyana’s debt
outstanding or US$127.3 million in NPV terms.
The remaining external debt was owed to
multilateral institutions and amounted to
US$1,003 million in nominal terms or US$664
million on a net present value basis at the end
of 1996.

In May of 1999 the Fund and IDA staff of the World
Bank were satisfied that Guyana had met the
conditions for reaching the completion point.
Guyana’s NPV of debt-to-exports ratio was within
the target of 97 to 117 per cent agreed at the
decision point therefore requiring no adjustment
of the amount of assistance for Guyana.
However, the ratio of Guyana’s NPV of debt-to-
revenues remained high, approximately 350 per
cent compared with the 280 per cent projected
at the decision point.

To bring about compliance, further relief would
be required under the Enhanced HIPC Initiative
framework.  As a retroactive case3 under the
Enhanced framework a debt sustainability
analysis was prepared for Guyana on the basis
of loan-by-loan data for debt outstanding at end-
19984.  Guyana’s external debt position at end-
1998 and the cost to creditors under the Original
and Enhanced Initiatives are presented in
Appendix Table 1.  In November 2000 the
Executive Boards of the IMF and the World Bank
agreed to support a comprehensive debt
reduction package for Guyana under the
Enhanced HIPC Initiative framework.  As a
consequence Guyana was expected to complete
a full PRSP and reach its completion point under
the Enhanced Initiative by end-2001 by which
time creditors would have provided additional
assistance to Guyana.  However Guyana was
unable to achieve its targets by this date and
instead it is estimated that it may achieve its
completion point triggers by the end of 2003.

Under the Enhanced Initiative, a country is termed “rettroactive” if it had previously qualified under the Original HIPC.
4
Rather than using data at the historical decision points, the DSA for all retroactive cases under the Enchanced Initiative are based at end-1998.  this was latest available data at the time of the endorsement
of the Enhanced framework.

3
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III. GUYANA’S BILATERAL DEBT TO
TRINIDAD AND TOBAGO

Guyana’s indebtedness to Trinidad and Tobago
arose under bilateral loan agreements between
the period 1974-1985 contracted with the
Government of Trinidad and Tobago and the
Central Bank of Trinidad and Tobago and under
a multilateral arrangement with the CARICOM
Multilateral Clearing Facility.

(i)  Origin

Guyana’s bilateral debt to Trinidad and Tobago
was contracted during the period 1974-1985 (see
Appendix 2).  It comprised three main facilities
- the CARICOM Oil Facility contracted with the
Government of Trinidad and Tobago (GOTT), and
the Balance of Payments Support Facility and
Bilateral Settlements loan, which are debts to
the Central Bank of Trinidad and Tobago.  In
addition to these facilities, GOTT also extended
credit to Guyana from General Revenue.

During the period 1974 to 1975 the central Bank
of Trinidad and Tobago provided US$20 million
under the Balance of Payments Support Facility
(BOP Facility) to assist Guyana with problems it
was experiencing on its external accounts.
Between 1981 and 1982 the Government of
Trinidad and Tobago provided US$73 million to
Guyana under the CARICOM Oil Facility which
was set up to assist CARICOM member states
that imported petroleum products from Trinidad
and Tobago and were faced with higher costs
following the increase in world oil prices in 1979.

(ii)  Debt Servicing To 1988

Guyana had been unable to meet its debt
obligations to Trinidad and Tobago under these
facilities.  As a result Guyana’s total bilateral
debt outstanding to Trinidad and Tobago had
grown to US$401.8 million at the end of 1988.
This included arrears of principal and interest
and represented an increase of US$103.4 million
over the original loan amounts.

Upon termination of Trinidad and Tobago’s
bilateral account with Guyana in September
1985 Guyana had built up an accumulated debt
of US$205 million.  However by the end of 1988
this debt (the Bilateral Settlements Loan) had grown
to US$222.7 million due to the settlement of a
few transactions via this account.  Finally the
Government of Trinidad and Tobago extended a
loan to Guyana of US$0.2 million drawn from
General Revenue (the General Revenue Loan).

 (iii)  Provision of Traditional Mechanisms of
Debt Relief 5

Rescheduling Agreement (1989)
In 1988, Trinidad and Tobago initiated steps to
recover the outstanding bilateral debt owed by
Guyana.  Consequently, Trinidad and Tobago
negotiated an agreement with Guyana on
January 12 1989 to reschedule the consolidated
debt excluding interest arrears as at December
31 1988 incurred under the three facilities
aforementioned.  The loan from General
Revenue was not among those considered for
rescheduling.

Table 1 
Guyana’s Outstanding Debt to Trinidad and Tobago as at December 31 1988  

US$ Million 
 

 
Facilities 

 
Original Loan 

Amount 

New Loan 
Amount Including 
Arrears as at Dec 

31, 19881 

 
Change in 

Indebtedness 

 

Balance of Payments Support 

 

20.0 

 

40.4 

 

20.4 

CARICOM Oil Facility 73.3 90.0 16.7 

Bilateral Settlements Account 205.0 271.3 66.3 

General Revenue 0.2 0.2 n.a. 

Total 298.4 401.8 103.4 
1. These figures do not include arrears on the loan from General Revenue. 
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The Rescheduling Agreement of 1989 was made
up of two separate repayment schedules, the first
being the combined Bilateral Settlements Loan
and BOP Facility amounting to US$357.2 million
and the other the Oil Facility of US$95 million.
Columns 2 to 6 of Appendix Table 2 show the
resulting repayment flows of the rescheduled
debt agreement.  The debt relief concessions
under this agreement by way of interest rate
reductions, non-inclusion of interest arrears and
the two-year interest moratorium amounted to
approximately US$53 million (see Appendix 3).

On May 23 1989 Guyana concluded its first
agreement with the Paris Club.  This was
followed closely by a second Paris Club agreement
on September 12 1990. On account of the
comparability of treatment clause of these Paris
Club agreements, Guyana did not meet its
obligations under the 1989 rescheduling
contract with Trinidad and Tobago.  Between 31st
January 1992 and 31st July 1993, a total of
US$33.4 million in interest was due to be repaid
to the CBTT under the Bilateral and Balance of
Payments loans.  Only an amount of US$4.5
million was settled; the last payment of US$2
million was received on February 25, 1993.
Furthermore, the rescheduled CARICOM Oil
Facility made provision for the GOTT to meet
its expenses for various official visits to Guyana
by netting off the costs against this debt.  On
account of this, the outstanding debt under the
oil facility was reduced by small amounts.

Rescheduling of Interest due between 1/8/90 and
31/7/93
Guyana entered into its third agreement with
the Paris Club on May 6 1993.  This agreement
required a 50 per cent write-down of payments
due in the consolidated period August 1 1993 to
December 31 1994.  However Trinidad and
Tobago did not participate in this agreement.  At
July 31 1993, interest arrears under the
Bilateral and Balance of Payments loans and
under the oil facility amounted to US$28.9
million and US$5.7 million, respectively.  To
address this, the Government of the Republic of
Trinidad and Tobago and the Cooperative
Republic of Guyana agreed by Minute dated
August 16, 1993 to reschedule the debt payments
due to Trinidad and Tobago over the period
August 1, 1990 to July 31, 1993 under the broad
parameters of the 1990 Paris Club Agreement.
These arrangements were subsequently
incorporated into a draft bilateral agreement
covering the period August 1993 to December
1994 (see Appendix 3).

5

Traditional debt relief are all measures of debt relief other than those provided under the HIPC Initiative.  They include relief provided by Paris Club members (concessional flow rescheduling, stock
of debt operations and bilateral forgiveness), non Paris Club creditors (bilateral forgiveness and reschedulings) and debt relief and buy back operations provided by commercial creditors

The Agreement made provision for Guyana to
meet its 1994 obligations by non-cash payments
under certain specified conditions, with the
proviso that an amount no less than US$5
million of the debt owed should be paid in cash
by December 31, 1994.  The resulting repayment
flows are shown in Columns 7 to 12 of Appendix
Table 2.  The Minister of Finance of Guyana was
expected to execute the bilateral agreement to
these terms by the end of February 1994.
Despite assurances, no payments were received
and the draft bilateral agreement expired on
December 31 1994 unsigned.

Paris Club Agreed Minute (May 23 1996) Naples
Terms
Trinidad and Tobago participated in the Meeting
of the Paris Club held in Paris France on May 23
1996.  This was to arrive at a consensus on the
treatment of the indebtedness of Guyana to a
number of its creditors including Trinidad and
Tobago, Guyana’s largest creditor.  At this
meeting the Paris Club country creditors agreed
to apply the new menu of concessions called the
Naples terms to the overall stock of debt of
Guyana.  These terms provided for the net
present value of the debt to be reduced by 67 per
cent and the remainder to be rescheduled at
market rates of interest over twenty-three (23)
years, under a graduated amortisation schedule
with a six (6) year moratorium on principal
repayments.  The status of Guyana’s outstanding
liabilities to Trinidad and Tobago as at May 23
1996 is represented in Table 2 below.  The
General Revenue loan excluding interest
arrears was also included in the consolidated
debt for rescheduling.

In accordance with the guidelines laid down in
the Paris Club Minute of May 23 1996, Trinidad
and Tobago concluded a bilateral agreement
with Guyana first in Port of Spain on March 25
1997 and then in Georgetown on March 27 1997.
By this agreement 67 per cent or US$359.2
million of Trinidad and Tobago’s bilateral claims
on Guyana (US$536.2 million) was written-off.
The agreement provided for an interest rate of
6.6% and given the delay in concluding the
agreement three (3) interest payments were
made in 1997, the first one of US$5.6 million on
March 27 1997 and the other two of US$5.8
million and US$5.9 million on the due dates of
May 23 1997 and November 23 1997
respectively.  The corresponding amortisation
agreement is represented in Appendix Table 3.
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Table 2 
Guyana’s Outstanding Debt as at May 23 1996 

US$ Million 
 

 Facility Principal Outstanding Interest arrears less 
payments 

Total Debt 

     
1 Bilateral and Balance of 

Payments Facility 
 

357.2 
 

70.6 
 

427.8 
2 Oil Facility 95.3 12.9 108.2 
3 General Revenue 0.2 - 0.2 
 Total 452.7 83.4 536.2 

 

By and large these payments were generally
met by Guyana except for the payment of May
23 1999 which was made on June 2 1999.

(iv)  Provision of Debt Relief under the HIPC
Initiative

Paris Club Agreed Minute (June 25 1999) Lyons
terms
At the same time that Trinidad and Tobago
entered into the agreement to write-off 67 per
cent of the debt, creditor members of the Paris
Club were already giving consideration to a
request to provide additional debt relief to
Guyana in accordance with the HIPC Initiative.
This entailed a modification of the guidelines of
the HIPC framework to take account of very open
economies and made it possible for Guyana, upon
reaching its decision point, to qualify for
additional debt relief under the Initiative.
Therefore at a meeting of the Paris Club on June
24-25 1999 participating creditor countries
agreed to increase the debt reduction factor from
67 per cent to approximately 80 per cent (Lyons
terms) topping up of the net present value (NPV)
of the debt stock.

Trinidad and Tobago advanced the view that the
country accepted in principle to provide its debt
reduction concessions under the Lyons terms.
Subsequently, Trinidad and Tobago agreed to
deliver assistance of 77.3 per cent topping-up of
the stock of debt equivalent to an additional
reduction of US$57.75 million in NPV terms.
This would be effected through a reduction in
the interest rate from 6.6 per cent to 3.24 per
cent, but with the debt stock and repayment
schedule remaining the one from the March
1997 bilateral agreement.  Accordingly, since
three (3) years of the bilateral agreement had
elapsed, it was providing its debt relief over a
period of twenty (20) years with a three (3) year
moratorium.  Guyana was allowed to defer debt
payments due on November 23 1999 until
January 7 2000.  This late payment would attract

no late interest fees.  Thus Guyana would be
allowed to make three (3) payments in the year
2000 with no more in 1999.  Subsequently, in
the year 2001 Guyana would make two (2)
payments on the due dates of May 23 and
November 23.

An agreement was executed on October 14 1999
between Trinidad and Tobago and Guyana
pursuant to the Paris Club Agreed Minute of June
25 1999.  The repayment flows of the loan to
maturity are illustrated in Appendix Table 3.
Interest payments were reduced to US$ 5.7
million in the initial years as against US$11.7
million in the March 1997 agreement (Naples
Terms).  Over the life of the loan, total interest
payments would amount to US$88.6 million
compared with US$215.2 million under the
previous debt rescheduling contract.  The debt
stock of US$176.9 million and the repayment
schedule would remain unchanged.

Proposed Cologne Terms (90% Topping-Up Of Debt
Relief)
At the G7 Summit Meeting in Cologne Germany,
an enhancement to the HIPC initiative was
considered to reduce the stock of debt under
eligible loans and credits up to a maximum of
90 per cent.  The first step in determining the
additional debt relief required from Trinidad and
Tobago is to estimate the net present value (NPV)
of the original debt service before Naples terms
and Lyons terms were applied.  This is calculated
to be $560.7 million.  For Trinidad and Tobago to
deliver a debt reduction factor of 90% the NPV of
the original debt service should be reduced by
$504.6 million (90%) leaving a remaining debt
service of $56.1 million (10%).  The IMF has
estimated that the increase in the debt
reduction factor to 90 per cent increases the
assistance from Trinidad and Tobago under the
Enhanced Initiative by US$50.8 million.

Topping up to 90% implies a negative interest
rate if the principal stock of debt is to remain
unchanged.  Therefore, a 90% topping up in
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debt relief to Guyana will require a reduction
in the principal stock of debt.  The smallest
reduction that can be made to principal is 25%
to enable Cologne terms with positive interest
rates.  Alternatively, if the rate of interest is to
remain unchanged at 3.24% then the principal
stock of debt will have to fall by 60%.

Table 3 below traces the evolution of debt relief
to Guyana from Trinidad and Tobago under the
HIPC Initiative.

IV. GUYANA’S MULTILATERAL DEBT TO

TRINIDAD AND TOBAGO

(i)  Origin of CMCF Debt
On March 4 1977 member Central Banks of the
Caribbean Community (the monetary
authorities in Barbados, Belize, the Eastern
Caribbean, Guyana, Jamaica and Trinidad and
Tobago) entered into an agreement with effect
from June 16 1977 to facilitate the settlement
on a multilateral basis of payments of eligible

 
Table 3 

Trinidad and Tobago’s Bilateral Loans to Guyana 
Changes in the Debt Service Schedule 1997-2003 

US$ Million 
 

 Stage 1 Stage 2 Stage 3 
Proposed 

 After 
Naples Terms  

(67%) 
6.6% 

After 
Lyons Terms (77.3%) 

3.24% 

After Proposed 
Cologne Terms (90%) 

3.24% 

 Nominal 
terms 

NPV  
Terms 

Nominal 
terms 

NPV  
Terms 

Nominal 
terms 

NPV  
Terms 

 
Debt service  
    - principal 
    - interest  
 

 
$357.36 
$176.94 
$180.42 

 
$185.03 
$  71.54 
$113.49 

 
$265.51 
$176.94 
$88.57 

 

 
$127.25 
$71.54 
$55.71 

 
$116.99 
$77.96 
$39.03 

 
$56.07 
$31.52 
$24.55 

 

transactions.  This was originally a scheme for
settling short-term trade payments among these
countries.  This agreement established the
CARICOM Multilateral Clearing Facility (CMCF),
a creditor facility, whose board appointed
Trinidad and Tobago as the agent to manage and
attend to the operations of the facility.

On March 31 1983 however, the facility was
suspended by the mutual agreement of its
participants and replaced by a system of bilateral
settlements.  Upon suspension of the
multilateral arrangement Guyana had
accumulated liabilities to the CMCF.  In 1989
the board of the CMCF agreed to consolidate and
reschedule the debt of Guyana to the creditor
facility and creditor participants which
amounted to US$151.3 million.  With effect from
September 30 1989, the consolidated debt was
rescheduled at a rate of interest of 5 per cent
over a twenty (20) year period with a 10 year
moratorium on principal repayments.

Subsequent to this rescheduling in 1989,
Guyana entered into agreements in 1993 with

two of the CMCF’s creditor participants namely
the Central Bank of Barbados and the Eastern
Caribbean Central Bank, to recover parts of the
debt owed to them.  These agreements enabled
Guyana to meet its debt payments to these
creditors by netting off sums owed to Guyana
from its surplus on bilateral trade.  As a result,
Guyana’s multilateral debt under the CMCF was
reduced to US$108.5 million as at November 4
1998 from US$151.3 million as at September 30
1989 (see Table 4).  Guyana’s debt obligation to
the monetary authorities in Trinidad and
Tobago and Belize and the CMCF common share
remained unchanged at US$32.85 million,
US$0.7 million and US$28.6 million,
respectively.

Of Guyana’s debt to multilateral creditors
(US$1,003 million, US$664 million in NPV terms)
at the end of 1996, Guyana was indebted to
CARICOM member countries through the
CARICOM Multilateral Clearing Facility (CMCF)
to the nominal value of US$131 million or
US$113 million in NPV terms.
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(ii)  CMCF Debt Rescheduling under the HIPC
Initiative

Since the CMCF is a multilateral financial
institution and has preferred creditor status,
Guyana has been up to date on its payments to
the Facility.  The CMCF had never been included
within the scope of any of the previous
agreements for debt relief between Trinidad and
Tobago and Guyana, whether negotiated

bilaterally or within the framework of the Paris
Club.

In November 1997, the Board of Directors of the
CMCF agreed to participate in the HIPC Initiative
package designed for Guyana.  While end-1996
data is used for determining debt relief under
the Initiative, the bilateral clearing mechanisms
of some CMCF creditors resulted in certain
individual country’s positions changing from the
end-1996 position.  As a result it was agreed that

Table 4 
CMCF - Netting off of Amounts Owed 

$US Million 
Creditor Debt Stock Remarks 

 Sep 30 1989 Dec 31 1996 Dec 31 1997 Nov 4 1998  

CBTT 32.85  32.85  32.85  32.85  unchanged 

CBB 77.37  59.16  48.96  43.96  netting off 

ECCB 11.86  8.53  6.51  2.42  netting off 

Belize 0.65  0.65  0.65  0.65  unchanged 

CMCF 28.59  28.59  28.59  28.59  unchanged 

Total 151.33  129.78  117.57  108.48   

 
November 5 1998 would be the date by which
debt relief would be determined.  The debt relief
required from the CMCF was determined to be
US$29.1 million or 25.9 per cent of the CMCF’s
NPV debt outstanding as of the decision point.
To deliver this assistance, participants of the
multilateral institution resolved to write down
the common share of the CMCF.  At the end of
1998, the CMCF in common held US$28.6
million, accounting for 26.4 per cent of the
outstanding claims on Guyana.  Since a write
down of this amount would deliver HIPC debt
relief of US$26.678 million in NPV terms, the
HIPC Trust Fund would cover the financing gap
of US$2.447 million.  In this way, CMCF
participants were not required to write down a
proportionate share of the debt which would have
impaired the balance sheets of the creditor
central banks.

An agreement to reschedule the consolidated
debt under the CARICOM Multilateral Clearing
Facility was executed on May 14 1999.  This was
an agreement among Guyana, the Bank of
Guyana, the CMCF and the Central Bank of
Trinidad and Tobago as Agent.  On October 1 1999
a HIPC Trust Fund Grant Agreement was
executed among the CMCF and International
Development Association.  Under this

agreement the HIPC Debt Initiative Trust Fund
provided US$2.447 million to the CMCF to fund
the cost of the shortfall in debt relief from the
CMCF.

Under the Enhanced HIPC framework, based on
the new targets and the change in the point of
determination to the decision point, it is
inevitable that the reassessment process will
result in increased financing required of the
CMCF.  To facilitate a decision as to the
participation and financing needs of the CMCF
in this Enhanced Initiative, the staff of the World
Bank prepared estimates of the costs of the
Enhanced Initiative for the CMCF.  The costs
are based on end-1998 data for Guyana, the
latest available at the time of endorsement of
the enhanced framework, rather than on data
existing at the historical decision point (end-
1996).  In light of this, the total required debt
relief from the CMCF at 1999 NPV terms is
estimated to be US$58.2 million.  Since the
CMCF, through a write-down of the common
share and use of the HIPC Trust Fund, has
already delivered US$29.3 million (1999 NPV
terms) this leaves a financing gap of US$28.9
million.  It is inevitable that any further debt
relief to Guyana under the CMCF will have to be
accommodated by a reduction of the debts owed
to the individual creditor participants.
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In May 2001, the Board of the CMCF endorsed a
modality of debt relief which would provide debt
relief of US$25.9 million in NPV terms, leaving
a financing gap of US$3 million to be provided by
the HIPC Trust Fund.  This modality of relief
comprised a debt stock reduction of US$23.1
million in nominal terms, a reduction in the
interest rate from 5 per cent to 2.5 per cent and
a maturity period of 8.5 years.

The debt stock write-off of US$23.1 million was
to be divided among the CMCF creditors as follows:
the Central Bank of Barbados US$12.7 million
(55.025 per cent), the Central Bank of Trinidad
and Tobago US$9.5 million (41.127 per cent), the
Eastern Caribbean Central Bank US$0.7 million
(3.033 per cent) and the Central Bank of Belize
US$0.2 million (0.815 per cent).

V. IMPACT OF THE HIPC INITIATIVE ON
CREDITORS IN GENERAL AND TRINIDAD
AND TOBAGO IN PARTICULAR

The successful implementation of the HIPC
Initiative and the reduction of the debt to
sustainable levels require the broad and
equitable participation of all creditors.
Assistance under the HIPC Initiative, including
original and enhanced HIPC assistance, is
expected to result in relief of debt service
payments of over $30 billion for potentially 38
HIPC countries.  Two other countries which were
originally identified for debt relief, namely
Vietnam and Yemen, are not expected to qualify
for assistance under the Initiative.  Together
with traditional mechanisms of debt relief,
including Naples terms, the total cost of debt
relief provided to these HIPCs will amount to
approximately US$50 billion.

(i) Cost Composition of the HIPC Initiative

In the September 2002 costing exercise for 346

of the 38 countries which was prepared by the
staffs of the World Bank and the IMF, the total
cost of the debt relief was estimated to be
US$37.2 billion in 2001 NPV terms.  In the more
recent costing exercise of March 2003 the total
cost increased to US$39.2 billion valued at 2002
NPV terms7.  These costs are in the main, equally
divided between bilateral and multilateral
creditors.  On the basis of the proportional burden
sharing principle, assistance from bilateral

creditors to be provided under the HIPC
Initiative is estimated to be US$18.7 billion in
2002 NPV terms, about 47.7 per cent of the total.
This is divided between Paris Club creditors
(US$15.3 billion) and non-Paris Club official
creditors (US$3.4 billion).  The debt relief costs
for the multilateral creditors are estimated at
about US$18.8 billion or 47.8 per cent of the total
cost.  This includes US$8.7 billion for the World
Bank Group (IDA and IBRD), US$3.2 billion for
the AfDB Group (the African Development Bank
and the African Development Fund), US$2.9
billion for the IMF, US$1.3 billion for the Inter-
American Development Bank and US$2.8 billion
for other multilateral creditors.  The debt relief
costs to commercial creditors is estimated to
be US$1.8 billion.

The HIPC Initiative has not received the full
endorsement of all creditors.  In particular the
agreement of all non-Paris Club official bilateral
and commercial creditors to participate remains
an outstanding issue especially since they face
considerable financial constraints and are not
legally bound to comply with the decision of the
IMF and World Bank regarding the HIPC
Initiative.

Of the 49 non-Paris Club official bilateral
creditors, only 12 have so far agreed to deliver
full debt relief which amounts to US$402 million
or 12 per cent of the total required from non-
Paris Club creditors.  A partial commitment has
been received from 14 other non-Paris Club
countries representing relief of US$1.9 billion
or 55 per cent of the total non-Paris Club
assistance.  Very limited data on commercial
creditors is available for any statement to be
made as to their participation in the HIPC
Initiative.

(ii) Impact on Multilateral Creditors

Multilateral institutions have been faced with
substantial financing challenges to cover their
costs under the HIPC Initiative.  While
multilateral institutions have been unanimous
in their support of the objectives of the Initiative,
difficulties have arisen in terms of providing the
required support and simultaneously protecting
the financial integrity of the institutions.  The
participation of the IMF, the World Bank and
Multilateral Development Banks (MDBs)
account for one half of the total debt relief costs
in the HIPC initiative.  Impairment of their

6

7

The September 2002 costing exercise excludes Vietnam and Yemen which are potentially sustainable countries and Liberia, Lao P.D.R., Somalia which are excluded because of relatively poor data
and a lack of certainty with respect to the treatment of large arrears.  In costing exercise of March 2003 Angola and Kenya were also excluded since they were deemed as potentially sustainable cases.

HIPC assistance is costed in NPV terms at the time of the decision point, however for each year after the decision point the cost increases by a discount factor, the average interest rate applicable
for relief to be committed.  The discount factor for 2000 and 2001 was estimated to be 6.00 per cent and was adjusted to 5.45 per cent thereafter which increased the cost of debt relief at end-2002.
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balance sheet positions could threaten their
ability to provide financing to middle income
countries at relatively low rates of interest.  To
mitigate this risk, some MDBs will require donor
support since they lack adequate capital
resources.  Without access to external sources
of funding, the provision of debt relief by
multilateral institutions could erode their
creditworthiness, raise the cost at which they
borrow in the market and hinder the flow of
resources to all developing countries, not just
HIPCs.  The enhancement of the HIPC Initiative
framework gave rise to further complications in
expanding the scope of contributions from the
multilaterals.  Some MDBs faced legal or
technical hurdles while others encountered
constraints that involved achieving shareholder
consensus for financing the enhanced Initiative.
Apart from the use of internal resources,
significant additional support from donors would
be required to assist multilateral creditors in
providing their share of the debt relief.

The HIPC Debt Initiative Trust Fund (the “Trust
Fund”), administered by IDA, is the mechanism
through which donor funds are channelled to
assist multilaterals in meeting their share of
the debt relief under the Initiative.  The Trust
Fund’s purpose is to respond to individual MDB
needs, however, its ability to do so is dependent
on the size and pattern of donor funding.  The
Trust Fund operates to match MDBs’ funding
commitments with inflows of donor funds.  The
Trust Fund has helped MDBs’ to supplement
their own resources in providing debt relief,
however, it still remains that the main
responsibility to provide debt relief lies with the
individual multilateral institutions.

For the IMF, the HIPC Initiative has led to a
revaluation of the gold reserves and some
manipulation of the balance sheet.  To partially
finance its participation in the Initiative the IMF
decided to sell 14 million ounces of gold (IMF Gold
Reserves) which are member’s subscriptions
originally contributed in gold, and to then invest
the proceeds and use the interest to provide debt
relief.  This has raised concerns about its impact
on the price of gold internationally.  Being a
main export for many developing countries, the
lowering of the price of gold could endanger the
adjustment efforts of about 30 of the HIPC
countries that produce gold.

The World Bank in general has used three
different methods to deliver its share of

assistance.  The majority of assistance from the
World Bank will be provided on IDA credit to
HIPCs.  Under the original HIPC, the World Bank
used it share of the Trust Fund to meet its
commitment to four countries that had reached
their completion points.  Through the HIPC Trust
Fund, the World Bank executed two methods of
debt relief on IDA debt, i.e. cancellation and pay
as you go modalities and debt service forgiveness
techniques.  Through IDA credit cancellation, a
portion of the debt stock is cancelled whilst debt
service forgiveness, cancels a portion of debt
service on IDA credits as it becomes due.  The
third form of assistance is through IDA grant
funding, whereby the stock of debt is reduced
but a reduction in debt service occurs only after
a 10 year grace period and for 30 years according
to the amortization.  This provides lesser debt
relief upfront when compared with the
forgiveness of IDA debt service.

The total cost of HIPC assistance for the IaDB
has been estimated at US$1.3 billion.  Of this
total, US$400 million will be provided from the
internal funds of the IaDB, leaving a financing
gap of US$900 million.  Debt relief from the IaDB
is based on a framework under which 50 per cent
or more of the debt service on loans to eligible
HIPCs provided through the Fund for Special
Operations (FSO)8 would be relieved over the
2000-2008 period.  This will be financed
internally from shareholder funds and through
fast-tracking the FSO-8 encashments.  However
this may affect the availability of FSO lending
over the 2009-2012 period because of the
provision of debt forgiveness.  The continuity of
appropriate levels of resources to eligible
countries from 2009 onward could only be
ensured if the FSO and the Intermediate
Financing Facility9 were replenished.  To close
the financing gap, resources will be provided by
the United States (US$200 million), Canada
(US$25 million), non regional countries (US$200
million) and borrowing member countries of the
IaDB (US$150 million).

(iii) Impact on Trinidad and Tobago Debt
Relief Provided under Stringent Economic
Conditions

Undoubtedly, Trinidad and Tobago has borne the
heaviest burden of any single bilateral creditor
in relation to the size of the economy.  Trinidad
and Tobago’s position as a creditor is unique both
in terms of the generous concessions given to
Guyana even before other major creditors and
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also in light of the economic difficulties under
which it provided debt relief to Guyana.

As early as 1988 Trinidad and Tobago as one of
Guyana’s largest creditors was mindful of the
serious economic and financial difficulties
which that country experienced and initiated
steps to reorganise the terms and conditions of
the debt.  Consequently, Trinidad and Tobago
negotiated a debt relief agreement with Guyana
that provided rescheduling terms for
accumulated debt of US$452.5 million.  Under
this agreement, debt relief concessions
amounted to immediate relief of US$53 million.
The terms of this agreement were better than
those Guyana obtained from its Paris Club
creditors in 1989 under the Toronto terms.

It is worth noting that Trinidad and Tobago
granted this debt relief during a period of severe
economic hardship while the country was faced
with gross imbalances and problems on its
external account and had entered into an
adjustment programme supported by an IMF
Standby Arrangement.  Despite these efforts,
Guyana did not meet its obligations under the
rescheduling agreement.

A general clause of the Paris Club agreements
which Guyana entered into in 1989 and 1990,
required that comparable treatment be meted
out to all external creditors thus preventing
Guyana from extending more favourable terms
to creditor countries who did not participate in
the agreement (Trinidad and Tobago) than those
to Paris Club participating creditor countries.
Only a minor interest payment of US$4.5 million
was received out of a total of US$33.4 million
due to be repaid up to July 1993.  By this time
Guyana had entered into its third agreement
with the Paris Club, but Trinidad and Tobago
decided not to participate since it felt that
recognition needed to be given to the debt relief
which had already been provided under the 1989
rescheduling agreement.  Furhtermore, the
Paris Club did not take inot account the fact that
Trinidad and Tobago, unlike other creditors, was
not receiving interest payments.

After many unsuccessful attempts to elicit
payment, Trinidad and Tobago entered into a
bilateral agreement with Guyana in 1994 but
this was never implemented.  Trinidad and
Tobago realised that it would be futile to
renegotiate a new bilateral agreement with
Guyana.  It would have to seek recourse to the
Paris Club at the next meeting scheduled to take

place in early 1996 to restructure Guyana’s debt.
Participation in this meeting would ensure that
debt inflows from Guyana would be guaranteed
through the sanctions of the Paris Club.  Any
defaulting of debt payments by Guyana would
be considered a default on the Paris Club and
on multilateral financial institutions since the
Government of Guyana was under an IMF
supported Enhanced Structural Adjustment
Facility.

Trinidad and Tobago attended the meeting of
the Paris Club for Guyana on May 23 1996 and
subscribed with other participating creditor
countries to the consensus on the reduction and
reorganisation of the debt of the Co-operative
Republic of Guyana.  Participating creditors were
of the view that the application of Naples terms
to the overall stock of debt would be the definitive
treatment required to bring Guyana out of the
rescheduling process in light of Guyana’s
sustained economic and financial endeavours
under successive IMF-supported programmes.
By this time Guyana’s outstanding debt
liabilities to Trinidad and Tobago amounted to
US$536.2 million.  (The Central bank of
Trinidad and Tobago accounted for 76.7 per cent
of the consolidated debt and 23.3 per cent was
owed to the Government of Trinidad and Tobago.)
In accordance with the Paris Club consensus,
Trinidad and Tobago provided additional debt
forgiveness of US$359.2 million, by reducing
the debt stock outstanding to $176.9 million at
an interest rate of 6.6 per cent.  This debt stock
write off was equivalent to 6.2 per cent of the
GDP of Trinidad and Tobago in 1997.

Under Lyons terms, Trinidad and Tobago agreed
to deliver assistance of 77.3 per cent topping-
up of the stock of debt equivalent to an additional
reduction of US$57.75 million in NPV terms by
reducing the rate of interest but leaving the
repayment schedule unchanged.  This position
departed from the interest rate debt reduction
option available under the Lyons terms which
stipulated a forty (40) year maturity period with
a grace period of eight (8) years.  The Paris Club
enabled such preferential treatment on the
basis of previous efforts made by Trinidad and
Tobago to provide substantial debt relief to
Guyana and on the condition that the country
allow the deferral of debt payments due by
Guyana on November 23 1999 until January 7
2000.  No late interest charges were to be applied
to the payments.

8
The financial resources of the IaDB consist of the ordinary capital (US101 billion), funds raised in capital markets through bond issues, the Fund for Special Operations, and trust funds.  The Fund for
Special Operations, which totals $10 billion, includes paid-in contributions from all the Bank’s member countries.  The funds are used to finance loans on concessional terms to economically less
developed countries including Bolivia, Guyana, Haiti, Honduras and Nicaragua.
9

The IaDB uses a mechanism called the Intermediate Financing Facility to reduce interest rates on certain loans from the ordinary capital to group of low-income countries, namely the Dominican
Republic, Ecuador, El Salvador, Guatemala, Jamaica, Paraguay and Suriname
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The Cost of IADB Debt Rescheduling to
Trinidad and Tobago

Trinidad and Tobago’s burden of debt relief is also
increased through its membership in the Inter-
American Development Bank (IADB).  The IADB
has estimated that the total cost of its full
participation in the HIPC initiative, both the
original and enhanced frameworks, in present
value terms is US$1.1 billion.  This comprises
US$230 million under the original HIPC
Initiative to Bolivia and Guyana and US$890
million to be delivered under the enhanced
initiative to Bolivia, Guyana, Honduras and
Nicaragua, the four Latin American HIPCs.

Having member status in the IADB, Trinidad and
Tobago must share in the burden of assistance
to HIPCs from the multilateral lending agency.
It has been determined that borrowing member
countries of the IADB would contribute a total of
US$150 million of which Trinidad and Tobago’s
share amounts to US$1.45 million.  While
Trinidad and Tobago’s subscriptions to the Fund
for Special Operations (FSO) are inadequate to
meet the HIPC commitment, there is an amount
of approximately US$2.7 million on which
promissory notes can be drawn.

Financial Constraints Faced by Members of
the CMCF

In implementing the chosen modality of debt
relief to Guyana under the Enhanced HIPC
Initiative, the CMCF has been faced with a
problem that has proven to be intractable to date.
This relates to financial constraints of the
individual creditor members of the CMCF.

The proposed modality of assistance entails a
debt stock write off of US$23.1 million in NPV
terms.  The share distribution of Guyana’s debt
to the central banks of Barbados, Trinidad and
Tobago, the Eastern Caribbean and Belize is
approximately 55.1 per cent, 41.1 per cent, 3 per
cent and 0.8 per cent, respectively.  As a
consequence the burden of the debt relief falls
on two major creditor participants of the CMCF
on account of the uneven distribution of the debt.
96 per cent of the debt stock write-off will be
borne by the Central Bank of Barbados (US$12.7
million) and the Central Bank of Trinidad and
Tobago (US$9.5 million).

This effectively translates into a write down of
Guyana’s CMCF debt on the balance sheets of
the individual central banks which is
problematic.  The Central Bank of Barbados in
particular has indicated that it would face severe
difficulty in delivering its allotted debt stock write

off under the CMCF arrangement since it is
unduly burdensome and has serious
consequences for the Bank’s balance sheet.
The Central Bank of Barbados has argued that
this modality of relief would impair the balance
sheet and income potential of the Bank and have
proposed instead an option to bilateralise the
CMCF debt.  There are several consequences
which follow from changing the creditor status
of the CMCF from that of a multilateral to a
bilateral creditor.

Under the HIPC Initiative bilateral creditors are
required to provide relatively more debt relief
than multilateral creditors and must do so under
the Cologne terms.  Under Cologne terms,
bilateral creditors must provide HIPC eligible
countries with debt cancellation up to a
maximum of 90 per cent whereas debt
cancellation required of Guyana’s multilateral
creditors is 65.6 per cent.

Prior to the introduction of the HIPC Initiative,
bilateral creditors gave debt relief under Naples
terms amounting to 67 per cent.  With the
implementation of the Initiative, Lyons terms
required a topping up of debt relief to 80 per cent.
In this regard therefore these multilateral terms
compare favourably, from a creditor’s
perspective, to the terms under which bilateral
creditors were required to deliver debt assistance
in the pre-HIPC as well as post-HIPC period.

Preliminary calculations show that if the debt
were bilateralised, individual members of the
CMCF would collectively have to forgive US$46.7
million in NPV terms under Cologne terms at
the completion point compared with US$28.9
million under the multilateral arrangement.

As a consequence of the above, the shares of
debt relief between multilateral and bilateral
creditors would have to be redistributed.  This
would be to ensure that the net present value of
the total debt relief from all creditors is
maintained at the level originally agreed to allow
Guyana to achieve its debt sustainability
targets.

A third consequence is the lack of financing
assistance to bilateral creditors by way of the
HIPC Trust Fund.  The Trust Fund administered
by the International Development Association
of the World Bank provides assistance solely to
multilateral creditors and from which the CMCF
secured US$2.447 million in 1999.  Instead
there will be an additional burden for each CMCF
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creditor by the proportionate share of US$3
million, which the Trust Fund has indicated
would be available to the CMCF at Guyana’s
completion point.

Even if the CMCF could have delivered this
debt relief through measures not entailing a
debt stock write off the integrity of the balance
sheets would still be affected in the context of
International Accounting Standards (IAS 39).
This treats with the recognition and
measurement of financial assets and requires
that all financial transactions be reflected on
the balance sheet statement at the mark-to-
market value.  Hence, regardless of the
modality of relief chosen, the change in the ‘fair
value’ of the asset would be reflected on the
balance sheet.

The stalemate on CMCF debt relief to Guyana
places Trinidad and Tobago in a precarious
position since it has pledged its commitment
under the HIPC both at the bilateral and
multilateral bases.  At the meeting of the Paris
Club on October 22 1997, Trinidad and Tobago
reiterated its commitment to the international
consensus on the HIPC Initiative.  Trinidad and
Tobago also supported the decisions of the
Boards of the International Monetary Fund and
the World Bank to modify the guidelines on
implementing the HIPC Initiative for very open

economies where exclusive reliance on
external indicators did not adequately address
the fiscal burden of external debt.

VI. CONCLUSION

A major criticism levelled against the
custodians of the HIPC Initiative is that there
has been insufficient regard for the small sub
regional MDBs as well as a few middle income
country creditors with significant exposure in
one or more HIPCs.  This has been the case
for the CMCF, a relatively small multilateral
regional institution and for Trinidad and Tobago
with substantial debt claims on Guyana both
on the bilateral side and multilateral side, as
a creditor in the CMCF.  These creditors have
faced particularly difficult issues in providing
their share of HIPC debt relief.  On account of
size, the voting power of most developing
countries is only marginal and as a result they
are effectively excluded from the decision
making process.  Agreements have been made
at the multilateral level (The IMF and The
World Bank) without care to the plight of many
countries who themselves may be moderately
or heavily indebted, who are themselves HIPC
countries and who may have developing or
underdeveloped status.  By this token some
creditors bear a disproportionate share of the
overall provision of concessional resources.




