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Development Policy Loan

Debt Reduction Loan
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RIL
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TTL
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Structural Adjustment Loan

Single Currency Pool Loan
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Sector Adjustment Loan

Specific Investment Loan

Sector Investment and Maintenance Loan
Subnational Adjustment Loan
Special Structural Adjustment Loan
Technical Assistance Loan

Task team leader

United States Dollar

Variable Lending Rate
VariableSpread Loan
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Introduction

This handbook is a resource for borrowers and World Bank staff who wish to understand the
Bankds policies and procedures regarding deb
include loans, developnt credits, guarantees, grants, and hedging products.

The Loan Client & Financial Services Division is responsible for administering all the loan
accounts of¥World Bankborrowers. It plays the essential role of managing the accounting and
repayment funions for IBRD and IDA. The Loan Client & Financial Services Diatson
manages all disbursements frdebt servicerust fund account&nd providestechnical
assistand®e clients on matters related to their loan/credit portfolios with the IBRD &nd ID

In this handbook, the terWiorld Bankefers collectively to the International Bank for
Reconstruction and Development (IBRD) and the International Development Association
(IDA). Where the discussion pertains to only one of these entities, thist exitgitly named.

LoanClient & Financigbervice®ivision
Co nt r VYide Presidénsy
The World Bank
1818 H Street, N.W.
Washington, D.C. 20433
Telephone: 262588330
Facsimile: 202223428
E-mail: loanclientservices@worldbank.org
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World Bank Lending Instruments

The World Bank has two broad categoriésnaling operatiohsnvestment operations and
development policy operations. Investment operations provide funding (in the form of IBRD
loans and IDA credits and grants) to governments to cover specific expeelditede®r
economic and social development projects in a broad range of sectors. Development policy
operations provide untied, direct budget support to governments for policy and institutional
reforms aimed at achieving a set of specific development results

A. Investment Loans

Investment loans have a ldéegn focus (5 to 10 years); they finance goods, works, and services
in support of economic and social development projects in a broad range of sectors. Funds are
disbursed againgpecific foreigocaéxpendituretated to the investment project, including pre
identified civil works, equipment, materials, technical and consulting services, and incremental
recurring costs. Investment loans are available to IBRD and IDA borrowers who are not in
arrearsvith the World Bank. Over the past two decades, investment lending has accounted, on
average, for 780 percent of total Bank lendi@girrently seven types investment lending
instruments are available:

1. Adaptable Programmatic Loans (APLsprovide phasd support for longerm
development programs. They involve a series of loans that build on lessons learned from the
previous loan(s). APLs entail agreement between the borrower and the World Bank on the
(a) phased, lortgrm development program suppottgdhe loan, (b) sector policies
relevant to the supported phase, and (c) priorities for sector investmesusragrut
expenditurBsogress in each phase of the program is evaluated, and additional analysis
undertaken, as necessary, before the sehtphase is initiated.

2. Emergency Recovery Loans (ERLs3upport the restoration of assets and production
levelsimmediately after an extraordinary évesoich as war, civil disturbance, or natural
disastdit hat critically di s ralgabssre alsohsedtos(@wer 06 s
strengthen the management and implementation of reconstruction efforts and (b) develop
disasteresilient technology and early warning systems to prevent or mitigate the impact of
future emergencies.

3. Financial Intermediary Loans (FILs) provide longerm resources to local financial
institutions to finance real sector investment needs. FILs support financial sector reforms
such as interest rate policies, subsidies, measures to enhance financial system
competitiveness, and ingional development of financial intermediaries. These reforms
have a direct and substantial bearing on the operational efficiency of financial intermediaries.

4. Learning and Innovation Loans (LILs) support small, pildype investment and capacity
building projects. If successful, these prommikilead to larger projects that mainstream
the learning and results of the LIL. Typically, LILs do not exceed USD 5 million and are
generally implemented over 2 to 3 years. All LILs include an effective mgaaniiri
evaluation system to capture lessons learned.

1 Additional information oithe World Bank Lending Instrisveati$able atww.worldbank.org
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5. Specific Investment Loans (SILsysupport the creation, rehabilitation, and maintenance of
economic, social, and institutional infrastructure. In addition, SILs may finance consultant
services and managnt and training programs.

6. Sector Investment and Maintenance Loans (SIMddcus on public expenditure
programs in particular secto®Ms aim to bring sector expenditures, policies, and
performance in | ine with aloangaccomplishthisaind evel
by helping to create an appropriate balance among new capital investments, rehabilitation,
reconstruction, and maintenance.

7. Technical Assistance Loans (TALsprovide technical assistance to the borrower to build
institutional gaacity, with a focus on organizational arrangements, staffing methods, and
technical, physical, or financial resources in key agencies.

B. Development Policy Loans

Development policy loans (DPLs) have a gbort focus (1 to 3 years). They provide guick
disbursing external financing to support policy and institutional reforms. DPLs ensure expedited
assistance to countries with external financing needs to support structural reforms. They support
the policy and institutional changes needed to create anraawuirconducive to sustained and
equitable growth. Over the past two decades, development policy lending has accounted, on
average, for 206% of total Bank lending.

On August 9, 2004, the Bankos Dewlepmentfioice Di r e
Lendindafter extensive consultations with both internal and external Bank stakeholders. The

new policy uniformly applies to all development policy lending, thus eliminating the distinctions
among structural adjustment loans (SALS), sector adjussmerSECALs3$ubnational

adjustment loans (SNALSs), rehabilitation loans (RILs), and programmatic structural adjustment
loans (PSALS).

These changedow the Bank to respond more effectively to the financing and development
needs of clientcountridh e ter m odevel opment policy | endi
Development policy lending is also the sole instrument forlpedieg lending.

Some key principles of the previous policy remain intact:

T The Bankds assess meappropriate mactoecononucmpalityu de t h a
framework is iplace

1 Conditionality is expected to continue to be streamlined, with a limited set of conditions
or triggers (expected prior actions) focusing on those actions most crucial to the success
of the program.

T The di sbursement procedures and the Bankads

2 SeeSector Codinfpr additional information on sectors.
3 SeeDP/BP 8.60 Development Policy Lextdimgy.worldbank.org
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Project Preparation Facility

The Bank may make a Project/Program Preparation Advance (PPA) from the Project
Preparation Facility (PPF) to a borrowing countipaode:

(a) project preparation, design, and some initial implementation activities;
(b) the preparation of programs to be supported by a development policy operation; and
(c) stadup emergency response activities in cases of crises and emergencies.

The PPA complements other Bank methods of assisting project or program preparation such as
trust fund grants for project/program preparation and retroactive financing.

A PPA is made only when there is a strong probability that a Bank loan will be thade fo
operation under preparation. However, granting the PPA does not commit the Bank to finance
any portion of the operation. The PPA is designed to be refiframeéide proceeds of the

loan for whose preparation the PPA is gratftéte loan does nohaterializehe PPA ido be
refinanced or repa(dee the section ¢tefinancing/Repaymgnihe PPA is made in US

dollars and carries interest on IBRD fixed spread, tarotsarges on IDA credit or IDA grant

terms, dependinghdhe borrowing status of the country.

The Bank determines the PPF's total commitment authority and the ceiling on individual
advance®#t any stage before the Bank approves the loamranore PPAs may be made for
the operation up to an aggregate maxiramount of (a) US$5 million for operations made
underthe Rapid Response to Crises and Emergeoci®s cka&ganyllion for all other
operations.

Refinancing/Repayment

The PPF was set up as a revolving fund. Repayment and refinancing éezstablished to

maintain the integrity of this revolving funterest is accruedontaed vance at t he B:
interest rate. However, the payment of the interest on the advance would be deferred until the
advancesrefinanced or other terms of repayttsEtermined.

The PPA agreement between the country and the Bank spells out the purposes, terms, and
conditions of the PPALt alsospecifies a date by which the advance is to be refinanced or the
repayment process initiated. The refinancing dateeiptieted date of effectiveness of the

loan agreement to be made for the operation under preparation. After this date, no withdrawals
of the advance are made, andusgedamount is canceled. If the loan agreemant

effective within two yedir®om the date of PPA approval, the country and the Baglkagree

on a later refinancing date. If the loan for which the PPA was made is unlikely to materialize by
the refinancing date, the PPA may be refinanced out of the proceeds of any other loan to or
guararged by the country whose loan agreement becomes effective by the refinancing date.

To refinance the PPAp amount is allocated in a separate disbursement category in the loan
agreement. Thamountis sufficient to cover the principal amount of the adbvafus estimated
accrued interest or service charges, where appAfigbleefinancing the PRany excess in
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thisdisbursemertategory may be reallocated to other disbursement categbees
disbursement scheduletle loan agreement.

Further dsbursements for continuing PPA activitiesitiia¢ beemcluded as eligible for
financing under the loan are made against the appropriate disbursement categories in the loan
agreement.

If no loan agreement providing for the refinancing of the PPAdwmadeffective by the
refinancing date (including any extensionsgdbeditionsapply:

(a) If the country was an IBRIduntry or an IDAcountryeligible to receive IDA credds the

PPA approval date, it is required to repay the PPA (togetherevatcthed interest or service
charges, as applicable) upon notice by the Bank in 10 approximately equal semiannual
installments over a fiyear period after the refinancing date. However, if the disbursed amount
of the PPA is US$50,000 or lesscthently is required to repay it within a period of 60 days

at er the Bankods notice to repay.

(b) If the country was an IDéountry eligible only to receive IDA grants on the PPA approval
date, the advance becomes a grant and is not repaid by the country.

The Bank may suspend disbursemenithe PPA upon occurrence of any of the events of
suspension specified or referred thénPPA agreemeiithe Bank may also request a refund
of any amount of the advance that has not been used in accordance with tres mfotvisi
PPA agreement.

The procedure fdrilling a PPA requiresordination among several parties, including the

Country Department, the Loan Department, and the Loan Servicegl&S@)upThe assigned

task team leader (TTL) notifiésGand the Loa Department that the PPA will not be

refinanced. Upon request from the TTL, LSG provides details of the advance disbursed and
outstanding, and the accrued charges. The TTL prepares an official notification, to be signed by
the country director, informirige borrower that the PPA will not be refinanced and that billing

will follow shortly. Upon receipt of a copy of the official notification,jhis&es the billing

process.

PPAwithdrawalsinder IBRD accrue interest at the variablementh US dollar IBOR rate

plus a spreadintil billing starts, the Interest Period begins either on January 1 oNdily 1
respect to any Interest Period, the LIBOR reset date is two London Banking Days prior to
January 1 or July 1, whichever dagedes the said Imést PeriodOnce billing is initiated, the
Bankdetermines theayment Date armbmmunicatethe amortization schedule to the
borrower. Thereafter, the LIBOR reset date is two London Banking Days priof‘tar th&' 1

of the month, whichever day preeethe Payment Date.

For PPAs made by IBRD after August 31, 1999, the lending rate is the same as that applicable to
loans with fixed spread terms.

PPAs made by IDA carry the same repayment terms as those made by IBRD, except that instead
of accruing ir@rest, PPA withdrawals under IDA carry a flat service charge of 75 basis points.
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IBRD Loan Products

Thelnternational Bank for Reconstruction and Develop(tgRD) offers eligible member

countries access to a flexible anddast set ofdols for borrowing, hedgirand credit

enhancement. These tools can help member countries meet their financing targets and
implement their risk management strategies ina €oste ct i ve Mmankinger . | BRD®O
product$includelendingandrisk managemerin addition, countries may choose several

guarantee products, including partial risk guaranteescpatiigjuarantees, and pebeged
guarantees. This chapter pr esennlendingprbdactst er ms

A. IBRD Flexible Loan (IFL)

For most public sector borrowers, IBRD loans in major currencies are more competitive and
flexible than other financing options in international financial markets. The IBRD Flexible Loan
(IFL) combines thbest features of the two loan products previously offieeciixed Spread

Loan (FSL) and the Variable Spread Loan (VSL).

ThelFL allows borrowers to customize repayment téhasi¢the grace period, repayment

period, and amortization structure) &etrtheir debt management or project needs. As long as

the weighted average maturity does not exceed 18 years, the final maturity can be up to 30 years
including the grace period. Repayment terms should be considered during project preparation
The termsre fixed at loan negotiatiaith the exception of the fixed spread which is

determined at the time of loan signkFay example, if the objective is to reduce the overall
refinancing risk of their debt portfolio, borrowers may choose a combinatioyrotreépa

terms that isnore appropriate to smooth abeir debt service profildlso, the flexibility of
repayment terms could beusedthaandi ng operations to match t
flow.

The IFL includes options to manage the currency aimdévest rate over the life of the loan.

These options are embedded in the | oan agree
request. To mitigate currency risk, the IFL offers a currency conversion option to change the
currency of undisbursed and/aslilrsed balances. Subject to the existence of a liquid swap

market, borrowers can also choose to repay IBRgrawing numbeof local currencies.

The | FL transl ates | B Ravings foraltshorrowers.dniatlditionat i n g
this ban offers pricing predictability and transparency by using standard market benchmarks.
The | oands interest rate i n maj emonttcliBOR enci es
plus a variable or a fixed spréxekr the life of the loan, clientssadhe flexibility to:

change the loan currency on disbursed and undisbursed amounts;
fix the interest rate on disbursed amounts;

unfix or refix the interest rate on disbursed amousntst

cap or collar the interest rate on disbursed amounts.

=A =4 -4 -4

4 SeeDP 3.1QFinancial Terms and Conditions of IBRD Loans, IBRD Hedging Products,atnd IDA Credits,
www.woldbank.org
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A onetime Frontend Fee (FEF) of 0.2&rcenbf the loan amount is charged at the beginning
of the project. The FEF can be financed out of the loan proceeds.

Spreads for IBRD Flexible Loans (IFLs)

The IFL lending rate is basmathe sixnonth LIBOR in each cumey for value on the
relevant ratsetting date plus either a fixed or variable spread.

Variable Spread

The IFL variable spread compiseh e Bankds average margin rela
standard lending spreddble 1 containg¢ variable spad on IFL loans for rasetting dates
from January 1, 2009 through June 30, 2009

Table 1:Variable Spreads for the IFL
* As of January 1, 2009

Loan Variable Spread

uUsD USD six-month LIBOR -0.05%
EUR EUR six-month LIBOR -0.05%
JPY JPY six-month LIBOR -0.05%

Fixed Spread

The IFL fixed spread consists of the lending spread approveadmctitevedirectors, the

projected funding cqstnd the relevant risk premium. The Bank may adjust the fixed spread for
new fixeaspread IFLs if market movements for basis swaps and/or changes in the projected
USD funding spread warrant such adjustraéfective March 28, 2009, IBRD is offering the

IFL with a fixed spread at different pricing tiers according to average repaymantthaturi
lendingratedfor loans with fixed spreaffective June 14, 208@ shown in Table 2

Table 2: Fixed Spread for the IFL

For IFL fixed spread loans signed
on or after June 14, 2009

10 years and Greater than 10 Greater than 14
less* and up to 14 years* ears*

Contractual

+0.30% +0.30% +0.30%
Spread

Market Risk +0.10% +0.10% +0.15%
Premium

Projected o o o
P Cost +0.30% +0.55% +0.75%
i"ne[‘JdS'Bg Rate | | |BOR+0.70% = LIBOR +0.95% LIBOR + 1.20%
EUR* LIBOR +0.70% | LIBOR +0.95% LIBOR + 1.20%
IPY* LIBOR +0.60% | LIBOR +0.85% LIBOR + 1.10%

* As measured by average repayment maturity of the loan at commitment
** A basis swap adjustment of -0.10% is applicable to the JPY fixed spread.

For current pricing informatiorefer tothe Treasry web site dtttp://treasury.worldbank.org



http://treasury.worldbank.org/

World Bank Debt Servicing Handbook

Terms and Conditions

The IFL and its conversion provisions are available to IBRD borrowers for all standard IBRD
lending operations.

Table 3: Terms and Conditionsof the IFL

Currency of Commitment: Loans may be denominated in one or more currencies,
including USD, EUR, and JPY. Other currencies may also be available, on a case-
by-case basis, where IBRD can fund itself efficiently in the market.

Currency of Disbursement: Disbursements may be made in various currencies, as
requested by the client. Currencies are acquired by IBRD and passed on to the
client. The loan obligation, however, remains in the currency(ies) in which the loan
is denominated.

Loan currencies

Currency of Repayment: The loan principal, interest, and any other fees are
payable in the currency(ies) of commitment. However, currency conversions are
available, as indicated in the Embedded options row in this table.

The lending rate consists of a variable base rate plus a spread. The lending rate is
reset semiannually on each interest payment date, and it applies to interest
periods beginning on those dates.

Lending rate

The base rate is the six-month LIBOR for value at the start of an interest period
for most currencies or a recognized commercial bank floating rate reference for
other currencies.

Borrowers have the choice of spread:

Variable Semiannually: IBRD's weighted average cost margin relative to the six-
month LIBOR for funding (recalculated twice a year, on January 1 and July 1) plus
IBRD's contractual lending spread (0.30 percent as of March 31, 2009).

Lending rate
spread

Fixed for the life of the loan: IBRD's projected funding cost margin relative to USD
LIBOR, IBRD's contractual lending spread, a risk premium, and a basis swap
adjustment for non-USD loans.

Interest rate conversions

Embedded

options Interest rate caps and collars

Currency conversions

The front-end fee is 0.25 percent of the loan amount. At the option of the
borrower, the front-end fee may be financed out of the loan proceeds upon loan
Front-end fee effectiveness. When the borrower does not finance the front-end fee, the borrower
must pay the fee no later than 60 days after the effectiveness date but before the
first withdrawal from the loan.

Borrowers have the flexibility to tailor repayment terms to meet their project, asset,

o and liability management needs.
Amortization Yy 9

patterns and o ) )
repayment Amortization patterns may be level, annuity, bullet, or customized.

schedules
Repayment schedules may be fixed at commitment or linked to disbursements.
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Maximum final maturity is 30 years.

Maturity

Maximum weighted average maturity is 18 years.

Debt service payment dates are on the 1% or the 15" day of the month, usually on
Payment dates a semiannual basis. The payment date is decided by the borrower during the loan
negotiation.

Borrowers have the choice to prepay the outstanding loan balance at any time
either fully or partially. Prepayment charges (premium) applybase d on (i )
Prepayment’ redeployment cost of the prepaid loan amount, (ii) the cost of unwinding any
outstanding interest or currency conversions, and (iii) any transaction fees
applicable to amounts that were previously converted.

Y For additional informatiomoprepayments, refer to Chapter Xll of this handbook.

Repayment Terms

Policy Limitshe maximum final maturity is 30 years including the grace period (during which
only interest is paid), while the maximum weighted average maturity is 18 yearst Repaymen
terms are fixed at loan negotiation. Once the loan is signed, the repayment schedule cannot be
changed for the life of the loan. In addition, borrowers have a choice of two types of repayment
schedules:

1 Commitmdmked Repayment Schdédulean repanent schedule is fixed at the outset
when the loan is signed. Principal repayments are calculated as a share of the total loan
amount disbursed and outstanding.

1 Disburseménked Repayment Schliddulean repayment is linked to actual
disbursementgor repayment schedules linked to disbursements;ytbarlnit is the
sum of the average repayment maturity and the expected average disbursement period.
For this type of loan, the average repayment maturity is calculated as the weighted
average pembobetween the date of disbursement and the scheduled repayment.

This limitapplies to the repayment schedule for each disbursement amount. The

expected average disbursement period is defined as the weighted average period between
loan approval and expette di sbur sement s. Each semesterd
similar to a tranche or a doln with its own repayment teriti&( is grace period,

final maturity, and repayment pattern), which must be the same for all tranches within

the loan.

Interest Rate Conversion

The variable lending rate on the disbursed balance may be converted to a fixed rate. Later, it may
even reverto a variable rate. This option may be exercised by the borrower at any time during

the life of the loan for all or part of the dided and outstanding balance. Alternativedypia

collaon the variable base interest rate may be established for the entire disbursedeamount

part of it
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Currency Conversion

To mitigate currency risk, th& offers a currency conversionioptto change the currency of
undisbursed and/or disbursed balarf8ebject to the existence of a liquid swap market,
borrowers can also choose to repay IBRynmowing numbeof local currenciessqe Tabl&

> Loan currencies Eurrency of Commitment

Undisbursed Amouditt®r part of the undisbursed balance may be converted into another
currency which IBRD can efficiently intermediate.

Disbursed Amoualisor part of the disbursed balance may be converted inteactrency,
including the borrowerds | ocal currency, sub
currency.

Conversion Fees

Transaction fee(s) for currency and/or interest rate conversions will apply, except for the first
interest rate fixing OF the latest conversion fees, visit the World Bank Treasury website
http://treasury.worldbank.org o avail ofthe conversions, loans with variable spreads will first
have to be converted into the prevailinggfispreadn these casesspread fixing fee of 0.03
percenper annum will apply.

For more information on interest rate and currency conversions, refeés tiddaedsor
Conversion of Loan Terms

B. IBRD Contingent Loans

The Deferred Drawdown Option (DDO) is a contingent loan product that provides immediate

liquidity in the case of adverse events such as a natural catastrophe, a downturn in economic
growth, or adverse ahges in commodity prices or terms of trade. The DDO allows a borrower

to postpone drawing down a Development Policy Loan (DPL) for a defined drawdown period

after the Loan Agreement has been declared effl@Ri{zeoffers two versions tifie DDO

product.

Development Policy Loan Deferred Drawdown Option (DPL DDO) TheDPL DDO

providesa source of liquidity for member countries, granting accessteriongRD

resources to maintain ongoing structural programs if a financing need materializes. It also

provides a formal basis for continued pddaged engagement with the Bank when the
borrower has no need for i mmediate funding b
immediate liquidityvhenever deemed necessary.

Catastrophic Risk Deferred Drawdown Optin (CAT DDO): TheCAT DDO was

developed by the Bank to responiiiddle Income Countriés r equest s for | oan
address their i mmediate funding needs in the
main purpose is to (i) develop/ enhance#mpacity of borrowers to manage natural disaster risk

and (ii) provide a source of immediate liquidity that could serve as bridge financing while other
sourcesf¢r examplegoncessional funding, bilateral aid, or reconstruction loans) are being
mobilizedaftera natural disaster. The presence of a hazard risk management program is a
prerequisite. The CAT DDO complements other instruments in the country in line with the
Bankds comprehensive framework for disaster
prevention, as opposed to only disaster response.
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Terms and Conditions

The DPL DDO and the CAT DDO carry the same pricing and embedded mesdfemment

options as the IF[Table4 shows the key terms and conditions of the DPL DDO and the CAT

DDO.

Table 4: Key Terms and Conditions of Deferred Drawdown Option

Purpose

Eligibility

Pre-approval
criteria

Currency

Drawdown

Drawdown
Requirements

Repayment
Terms

Lending Rate

Lending Rate
Spread

Front-end Fee

To provide immediate liquidity when
the borrower needs it.

To develop/enhance the capacity of
borrowers to manage hazard risk.

To provide immediate liquidity to fill the
budget gap after a natural disaster.

To safeguard ongoing development
programs.

All IBRD-eligible borrowers (upon meeting pre-approval criteria)

Appropriate macroeconomic policy
framework

Appropriate macroeconomic policy
framework

Satisfactory implementation of the
overall program

The preparation or existence of a disaster
risk management program

Same as regular IBRD loans

An amount up to the full loan
amount is available for
disbursement at any time within
three years from signing the loan.
The drawdown period may be
renewed for an additional three
years.

An amount up to the full loan amount is
available for disbursement at any time within
three years from signing the loan. The
drawdown period may be renewed up to a
maximum of four extensions (for a total of
15 years).

Funds will be disbursed immediately
upon request unless the borrower
has received prior notification from
the Bank that one or more
drawdown conditions are not met.

Funds will be disbursed immediately upon
occurrence of a natural disaster resulting in
declaration of a state of emergency unless
the borrower has received prior notification
from the Bank that one or more drawdown
conditions are not met.

May be determined either upon commitment or upon drawdown within prevailing
maturity policy limits. The repayment schedule will start from the date of drawdown.

The base rate is the six-month LIBOR for value at the start of an interest period for
most currencies or a recognized commercial bank floating rate reference for other
currencies.

The prevailing spread for regular IBRD loans at the time of each drawdown.
Same as regular IBRD loans: 0.25 percent of the loan amount will be applied upon

effectiveness. No front-end fee would be charged for renewal of the drawdown
period.
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Currency Same as regular IBRD loans
Conversions,

Interest Rate

Conversions,

Caps, Collars,

Payment Dates,

Conversion

Fees,

Prepayments

Other Features Country limit: Maximum size of 0.25 percent
of GDP or the equivalent of USD 500
million, whichever is smaller®.

Revolving Features: Amounts repaid by the
borrower will be available for drawdown,
provided the closing date has not expired.

1Volume limits for small states will be considered on-bycease basis.

C. New Loan Features Introduced

These areome of thenostrecent loan featuredroduced by the World Bank

2009

June 14, 2009Decreaseé Fixed Spread of IBRD Flexible Lo&iffectiveJune 142009,
IBRD reduced théixed spreatbr thedifferent pricing tierd’he new fixed spreads will apply to
loans signed on or aftkine 142009 local time at the place of signing

March 30, 20091ncrease in Fixed Spread of IBRD Flexible Loan; Introductiontwfityla

based PricingeffectiveMarch 28, 2009, IBRD is offering the IBRD Flexible Loan (IFL) with a
fixed spread at different pricing tiers according to average repayment iiatunigyv fixed
spreads will apply to loans signed on or after Mar2(@®,local time at the place of signing.

2008

March 4, 2008IBRD Contingent Loan€Enhancements titve Deferred Drawdown Option
(DDQ). Contingent loans provide bawers with flexibility in funding their financing
requirements (DPL DDO) and enable rapid response to natural disasters (CAT DDO).

February 12, 2008BRD Loan Sirplification and Maturity Extensiofhe Board approved an
extension in maximum maturity limits up to 30 years (average maturity of up to 18 years) for all
new IBRD loans and guarantees, and further simplification of IBRD loans to a single product
line. The new maturity limit is available for all new loans and guarantees approved by the Board
on or after February 12, 2008.

2007


http://treasury.worldbank.org/Services/Financial%2bProducts/Latest+News/index.html
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September 27, 200/BRD Loan Pricing RefornTheexecutivedirectors of the World Bank

approved a significant simplification and reduction in IBRD loan and guarantee pricing. The key
changes include a lowaniform pricing and the introduction of 50 basis points penalty interest

on principal that isverdue beyond 30 days. As a result of the elimination of the commitment

fee, the pricing of DPLs and investment loans is now the same. Compared to the old pricing, on
an average, the cost savings for DPLs is about 17 basis points and approximeatglgiB bas

for investment loans. The new pricing is available for all new loans signed on or after September
27, 2007. Howevdagr loans signed between May 16, 200 September 27, 20B@rrowers

may also avail tmewpricing terms by signing an amaedt agreemenprovided such

amendments are exercised by March 31, 2009.

The new structure reduced the complexity of loan pricing and removed the annual uncertainty
over net loan charge levels, by eliminating the system of a higher contractuatlo@ongprea

end fee, and commitment fee that were reduced by annually approved waivers and replacing it
with a lower, single contractual interest spread and-arftbfete (eliminating waivers and
commitment fee charges). However, penalty interest intratuaeerdue principal replaces

the previous waiver incentive to pay on tkit@mbedded options to manage currancy

interest rateiskswerepreserved.
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Discontinued Loan Products

This chapter presents the terms and conditions of IBRRDploducts that have been
withdrawn from the IBRD menu of new loan commitments but which still govern some
outstanding loans.

A. Fixed-Spread Loan (FSL)5

On February 12, 2008, IBRD discontinued the fSpedad Loan (FSL) to offer the IBRD
Flexible Loan AL). TheFSL, introduced in 1999, offers borrowers a variable lending rate
consisting of the sixonth LIBOR and a fixed spread along with embedded options to convert
the currency and interest rate of the loan. The fixed spread remains constantfeaéitiiee i
loan.

Under the FSL, the borrower selectctimamitment currethagh becomes part of the Loan
Agreement. Borrowers may choose to denominate their FSL in one or more currencies,
including thesuro, Japanesen, US dollar, Swisfranc, Brishpoundsterling, and other
currencies that IBRD can efficiently intermeéliate.

At the borrowerds request, the commitment <cu
many times as desired during the life of the loannBmbursed amaigs accomplished

through a redenomination of the loan. diebursed and outstanding, anmwenty conversions

wi || reflect the market rate at which | BRDOs

Repayment Terms

Repayment terms on IBRD loans are basexduntry criteria, particularly per capita income
and other country creditworthiness indicdt®RD reviews the country classification annually.
If a country is reclassified, the new repayment terms apply only to new loan commitments.
Existing loanare not affected.

There are two repayment schedule choices available for an FSL:

1 Fixed at loan commitmermbMmmitment linked
T Linked to actual disbursemefdisbursement linked

5 For additional information, please refertie Fixe8pread Loéhpril 2003) an#lajor Terms and Conditions of
IBRD Loan@~ebruary 2001). Both brochures are available from the Banking and Debt Management Group or at
http://treasury.worldbank.org

6 In the unlikely event that IBRD is unable to fund itself in a particular currency, it may provide the borrower with a
substitute currency.

7 For more information, s&P 3.10, Annex Pavailable atww.worldbank.orglick Projects & Operations >
Project Database > Policies & Procedures >ddpeaal Manual).
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Repayment Schedule for Commitment-linked FSL

Under a commitmetlinked FSL, the borrower fixes the length of the grace period and the

timing of principal repayments at the time of loan commitment. The borrower may specify the
repayment schedule as either (a) a level repayment of principal (the same amount of principal is
due each period) or (b) an anntype schedule (the sum of principal and interest due is

relatively stable, varying only with adjustments in interest rate or changes in loan amounts
disbursed and outstanding).

Borrowers may also choose other repaymeedsies such as bullet loans or loans with

customized repayments of principhe average repayment maturity for commitfimeead

FSLs is defined as the time between expected loan approval and scheduled repayments, weighted
by the repayment amount (sedI&5).

Table 5: Limits for IBRD Fixed -Spread Loans with Repayment Maturities Fixed at Loan
Commitment (years)

Policy Limits iStandardo Country

Country Category* Average Final Maturity = Grace Period = Final Maturity Repayment
Repayment Pattern
Maturity

111 14.25 25 5 20 Annuity

or8 20 LRP
1 11.25 25 4 17 Annuity

or5 17 LRP
V-V 10.25 25 3 15 Annuity

or5 15 LRP

* For country categories, €@ 3.10 Annexes C and D, @tvw.worldbank.org
Repayment Schedule for Disbursement-linked FSLs

Under a disbursemelimked FSL, cumulatieissbursemeni¢he disbursed ammade during

each sbmonth period are repayable on a schedule that commences at the beginning of the
interest period following each disbursementréfsyment schedade perimadfinal maturity

are specified ithe Loan Agreement and areformfor all disbursed amounts under that loan.
Limits for a disbursemelimked repayment schedule are set based on the maximum sum of the
expected aveliagarsemamd theaverage repaymesmtitfor each disbursednaunt (see Table

6).

The expected average disbursement period is the weighted average period between loan approval
and expected disbursement. The average repayment maturity for this type of loan is defined as
the weighted average period between thefdditborsement and the scheduled repayments for

a disbursed amount, weighted by the repayment amount.
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Table 6: Limits for IBRD Fixed -Spread Loans with Repayment Schedules
Linked to Actual Disbursements (years)

Country Category* Sum of Expected Average Disbursement Period Final Maturity
and Average Repayment Maturity

I-11 14.25 25
1l 11.25 25
V-V 10.25 25

* For country categories, 2@ 3.10 Annexes C and D, atvw.worldbank.org

Lending Rates

The lending rate for an FSL consists of a variable base rate and a fixed spread. The lending rate
is resetamiannually on each interest paymentatadé applies to the interest period
beginning on that date.

1 The variable base rate is themsixth LIBOR as of the beginning of each payment
period.
1 The spread reflects the sum of:
- | BRDOds pr o] etanarginreldtivenod5DLABOR, @lus or minus a
basis swap adjustment for Ad8D FSLS;
- Il BRDds contracandal l ending spread;
- the market risk premium

The market risk premium compensates IBRD for refinancing risk, given that the lending spread
abovel BOR is fixed and the maturity of | BRDOSs
borrowers.

B. Variable Spread Loans (VSLS)

TheVariableéspread Loan (VSL) was discontinued by IBRD on February 12, 2008. The
characteristics of both t&Lsand the=S_swere consolidated into a single lending plaiform

the IBRDFlexible loan (IFL) discussed in Chapter Ill. TRS&L (formerly the variablate

single currency loan) is denominated in the currency selected by the borrower. It has a variable
lending rate Is&d on the simnonth LIBOR and a spread that varies every six months,
depending on I BRDd6ds cost of funding during t
borrower may choose to denominate the VSL in one or more currencies.

Lending Rates

The VSL lendingate is based on a direct cost-ffasaigh formula, consisting of the prevailing
LIBOR rate plus or minus | BRDds average cost
lending spread. The margin applied to VSLs is the weighted average semestar cost margi

relative to LIBOR, averaged across all currencies. The IBRD cost margin is recalculated twice a
year, and the new rate is effective every January 15 and July 15.
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Repayment Terms

VSLs are normally made for 15 to 20 years, including a grace peodsiy#a8s. VSL

principal repayments are based on a principal repayment schedule and expressed in the currency
in which the loan is denominated. Payments are a function of the committed loan amount,
irrespective of the timing of disbursements.

Borrowersmay specify the schedule either as level repayment of principal (in whieh case
same amounts of principal are due each period) or as antgpawthedule. In such
schedules, the sum of principal and interest due is relatively stable, varythgadplgtments
in interest rates or changes in loan amounts disbursed and outstanding. Annwtyhapplies
countries in categories | and II.

Table 7: Standard Country Terms for Variable Spread Loans (years)

Country Category Grace Period Final Maturity Amortization
Pattern
I-11 5 20

Annuity
1 4 17 Annuity
5 17 LRP*
\VAY; 3 15 Annuity
5 15 LRP

* Level repayment of principal

C. Fixed-Rate Single Currency Loans (FSCLS)

In 1995, along with the expansion of the Single CurrencytheBoard appved the

introduction of the FixeRate Single Currency LIB@RBsed loan. The FSCL was available for

new commitments until December 1999 when it was replaced by the FSL which provides greater
flexibility of terms and conditions at no additional cost.$8€xie offered in all currencies in

which the Bank could efficiently fund itself.

Lending Rates

The FSCL lending rate consists of a base rate reflecting market rates for loans of similar maturity
in the specific currency, plus a fixed spread. Thesfipede ad consi sts of (a)
funding cost margin relative to the base rate for thesgllpanssk premium to compensate

IBRD for the market risk it bears in charging projected rather than actual costandr@@hns

| BRD3 s c o nngespaeadt Thaléndirg eate s set on specified semiannual rate fixing
dates for amounts disbursed during the precedimgpstk period The ratgemains fixed for

each disbursed amount until that amount is repaid. This means an FSCL is likefixegries of

rate sub loans, comprising as many-fiedsub loans as semesters in which disbursements

occur.

Repayment Terms
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Eachdisburse@mounthasa threeyear grace period starting from its rate fixing date. After the
grace period, the disbursed @pal is amortized in level semiannual amounts until the

applicable final maturity. The applicable final maturity, inclusive of the grace period, is based on
the expected disbursement period as shovabie8.

Table 8 Limits for Fixed Rate Single Curency Loans (years)

Expected Grace Period for Each Final Maturity for Each Final Loan Maturity
Disbursement Period Disbursement Disbursement from Date of
Approval
01 3 3 12 127 15
371 6 3 9 127 15
More than 6 3 6 127 20*

* For Category lll borrowg countries, overall loan maturities are limited to 17ayehferthosecountriesn Categories IV
and \ theloan maturitieare limited to 15 years

D. Currency Pool Loans (CPLSs)

Currency Pool Loarf€PLs)with a variable interest rate were offered from 1982 to 2001. These

loans are muitiurrency obligations. While they are committed in the U.S. dollar equivalent, they
arenotUS.a@ll | ar obligations. The b o currenepenpositlon c U r r ¢
of the World Bank's currency pool and is the
obligation is based on the semester average cost of outstanding |BR@&xaesut & fund

these loans.

The currency composition of each currency pool loan is a share of the World Bank's currency
pool, and the composition of the currency pool changes on a daily basis. The World Bank targets
the currency composition of thereuncy pool such that at least 90 percent & .telollar

equivalent value of the currency pool is maintained in the fixed currency ratio of USD 1: JPY
125: EURO 1.

The currency amount disbursed is converted to the U.S. dollar equivalent usiincatiie app
exchange rate (AER) on the day of disbursement. The U.S. dollar equivalent is then divided by
the value of one currency pool uséePool Unit Valugpon the day of disbursement to

determine the number of pool units drsied. This number of pool units is then added to the
outstanding number of pool urtissdetermine theamount the borrower must repay.

Pool Unit Value

The value of a currency pool unit is derived by dividing the U.S. dollar equivalent of the
currencief the pool by the total number of outstanding pool units. The pool unit value
changes daily in accordance with (a) movements of the exatearigghe currencies in the

pool and (b) the currency composition of the pool. The pool unit value tmayghé¢ ofas an
exchange rate used to convert an IBRD currency pool unit into its equivalent U.S. dollar value.

Movements in the exchange rates of the major currencies in the pool relative to the U.S. dollar
affect the pool unit value, and consequeh#yJ.S. dollar equivalent of each currency pool
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loan. For example, if the U.S. dollar appreciates relative to other currencies in the pool, the U.S.
dollar value of the currency pool unit decreases.

The borrower's obligation is calculated by multiplyimgithber of outstanding pool units by
the pool unit valuerhereforechanges in the pool unit value resulting from exchange rate
movements affect the U.S. dollar equivalent of the amount to be repaid.

Projection of Principal Repayments

A repayment scheldus presented in the Loan Agreement. In accordance with the schedule,

once the grace period has elapsed, IBRD computes the pool units to be recalled on the due date.
This is done by dividing the scheduled maturity hydtogical value of the outstaitiddrawals
andmultiplyingit by the total outstanding pool units on the loan and the current pool unit value.
The U.S. dollar equivalent of the pool units recalled on each due date will change due to the daily
fluctuation of the pool unit value.

For fully disbursed loans, borrowers can project the pool units to be recalled on each due date by
dividing the scheduled maturity for a particular due date by the historical value of the
outstanding withdrawal amount and multiplying it by the total outgtpodirunits.

To illustrate, consider this scenario: the scheduled maturity due under a loan is USD 7.5 million
semiannually for the next 10 years; the historical U.S. dollar value of the outstanding withdrawal
is USD 140 million; and the total numbesuistanding pool units is 6,900. In this case, the

number of pool units to be recalled on each due date would be a constant 369.649see Table

Table 9: Computation of Pool Units to be Repaid

Pool Units to be Repaid Historical Value of Pool Units Remaining
Date Principal Remaining

(7.5m/140m)x6900=369.64 140m-7.5m=132.5m 6900-369.64=6530.36
2 (7.5m/132.5m)x6530.36=369.64 132.5m-7.5m=125m 6530.36-369.64=6160.72
3 (7.5m/125m)x6160.72=369.64 125m-7.5m=117.5m 6160.72-369.64=5791.08

Lending Rate

CostBasisand Lending.Sprdatt e i nt erest rate on currency p
of outstanding funding allocated for these loans plus a lending spread to borrowers. The rate is
based on the semester average cost of outstanding IBRE3uiedh since 1982 (VLR82),
excluding debt allocated to fund | BRDds |
1989 (VLR89). This cost basis for | BRDOs b
recalculated every six months forsémmesters ending June 30 and December 31. The eurrency
specific average costs are then weighted by the U.S. dollar equivalent share of each currency in
the currency pool.

qu
or
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E. Single Currency Pool (SCP) Loans

Between September 1, 1996, and June 1]BB#Boffered borrowers the option to amend the
terms of their existing currency pool loan agreements to change their currency obligation.

Borrowers could request:
(a) conversion of undisbursed loan amounts to single currency loan terms (VSLar FSCL);

(b) conversion of disbursed loan balances and undisbursed loan amounts (not converted to
single currency loan terms) to one of ngleCurrencyPools (SCPs); or

(c) a combination of (a) and (b).
Conversion of Undisbursed Loan Amounts to Single Grency Loan (SCL) Terms

Borrowers could convert undisbursed balances into any currency or currencies of sufficient
borrower demand that IBRD could efficiently intermediate. They could also choose between
VSL or FSCL terms.

LIBORbased SCL Terms (pydsemiin as VSL terifisg lending rate for lo@mounts
converted to VSL terms is determiimethe same manner as new 8&s any applicable
waivers (see OP 3.10, parag6)5

Undisbursed loan amounts converted to VSL terms retained the samegrematinity as the

original currency pool loan had before its terms were amended. The amortization schedule was
adjusted using a pro rata share of the amortization schedule of the original loan. The share was
the ratio of converted amounts to the sum o¥edad and unconverted balances.

FixedRate SCL (FSCL)ermslhe lending rate for loan amounts converted to FSCL terms is
determined in the same manner as existing FSCLs less any applicable waivers. Loans converted
to FSCL terms have maturities, gradegs and amortization schedules set in the same

manner as newly contracted FSCLs. In no case do they exceed the final maturity of the original
currency pool loan.

Conversion of Disbursed and Undisbursed Loan Amounts to Single Currency Pool (SCP)
Terms

Currenciésans that were converted to SCP terms were to be multicurrency obligations initially
and would continue to be expressed in U.S. dollar equivalents. SCPs were offered in four
designated currencies: Deutsche mark, Japanese yen, Swissr&haalaal. Deutsche mark
SCPs were 1@enominated to euro on December 31, 2001.

Since January 1, 1999, IBRD has established a currency composition for each SCP that is 100
percenintheb or r ower 6 s designated currency.
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IBRD Risk Management and Conversion Products

IBRD offershedging productsvhi ch can transform the risk c¢h:
IBRD obligations even thougfie negotiated terms of a particular loan agreement are fixed.

These productsrovide borrowers with improvedk management capability in the context of

projects, lending programs, and sovereignliaksiity management.

IBRD hedging products inclehterest rate swaps, interest rate caps and collars, currency
swaps, and, oncaseby-casebasis, commodity swaps. To luséging product®€orrowers

must enter into a Master Derivative Agreement (MDA) with IBRD. The agreement provides the
contractualrhmework between the borrower and IBRD. THidows the hedging products
available to IBRD loans.

Table 1Q Applicability of IBRD Hedging Products to IBRD Loans*
(available on disbursed and outstanding loan amounts)

Interest

e | g | oo | ooy
Swaps

IBRD Flexible Loans (IFLs) v v v

Fixed-Spread Loans (FSLs) v v

Variable-Spread Loans (VSLs) v v

Fixed-Rate SCLs (FSCLs) v

Currency Pool Loans (CPLs)

NIEENEENREN

Single Currency Pool Loans (SCPs)

* Hedges against CPLs, SCPs, and VSLs will be only approximate hedges.
** Offered on acaseby-casebasis.

A. Interest Rate Hedges

IBRD borrowers may choose to manage interest rate risk from their FSCLs, VSLs, and FSLs by
entering into interest rate sway interest rate caps and collars.

Interest rate swaapendividually negotiated transactions that may be used to transform the
interest rate basis of a borrowerds underl yi
versa. The swap spedfiee terms of two future cash flow streams, one to be paid by the

borrower (the swap pay leg), and the other to be received by the borrower (the swap receipt leg),
with IBRD as the counterparty. Both streams are denominated in the same currency. The cash
flows paid by one of the counterparties reflect a fixed rate of interest, while those of the other
counterparty reflect a floating rate of interest. No exchanges of principal are involved.

8 For additional information, refer to the brochlB&D Hedging Products: An Introfvati®?001 yavailable from
theWorldBnk 6s Banking and Debt hitgédtreasgyeworkdpank.od/e par t ment , or
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Interest rate caps andprobiacs users of floatingte loarproducts against rising interest rates.
Interest rate caps are individually negotiated transactions which set an upper limit on the interest
a borrower will pay on a floating rate loan, against payment df@mt ppemium. Interest rate

collars are indidually negotiated transactions which set both upper and lower limits (a collar) on
the interest a borrower will pay on a floating rate loan, against paymerificdrdarprgmium.

B. Currency Hedges

Currency swagsndividually negotiated transagsithat may be used to transform the currency
denomination of a borrowerds net | oan obliga
and the borrower agree to exchange two sets of cash flows denominated in different currencies

at certain dates in thaure.The cash flows reflect payments of interest on these currencies,

which may be fixed or floatiramdexchanges of principal amounts.

Local Currency Financial Prodadfgorld Bank offers its borrowers financial products

denominated in theiothestic currencies, subject to the availability of liquid swap markets that
permit the Bank efficient intermediation of these transactions. With these products, borrowers
have the option to convert or swap disbursed loan amounts into their respectii® domes
currencies, depending on the loan product. The local currency financial products are confined to
the | ocal expenditure component of the World
on acaseby-caseasis.

C. Commodity Hedges

Commodity psaeindividually negotiated transactions to exchange two sets of cash flows at
specified dates in the future. One set of cash flows is linked to the market price of a commodity
or index, and the other is ajagreed fixed cash flow or a cash flow b@sedloating or fixed

rate of interest. IBRD offers this product aaseby-casebasis.

D. Transaction Fees for Hedging Products

Feedor interest rateaps/collars and commodity swaps are billed at the time the transaction is
executed and are payahtihnin 60 days. Faurrency swaps amterestrateswaps, the

transaction fee is added as a spread to the interest rate applicable for that loanIBREanche.
may revise the fee schedule from time to time. In such cases, the revised fees walyd apply o
to hedge requests submitted after the new schedule is i effect.

Table 11 shows the transaction fees on IBRD hedging pratiistee i€xpressed as a
percentage per annum on the principal amount being hauges ,otherwise indicated

9 Currency swaps on CPLs and SCPs reflect exchanges only of principal.
10Current and revised fee schedules are availate/4dteasury.worldbank.org
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Table 11 Transaction Fee Schedule for IBRD Hedging Products

Currency Swaps 0.020%"
Interest Rate Swaps 0.010%
Interest Rate Caps/Collars 0.125%"°
Commaodity Swaps 0.375%"
Major Currencies Local Currencies®
Currency Swaps 0.100% 0.020%
Interest Rate Swaps 0.030% 0.010%

1 An additional fee for convertibility risk may apply for local currency swaps. The athisuieeowill be
determined on a courdiby-country basis.
2Expressed as a percentage of the principal amount involved, and payable as a lump sum.

E. Pool Loan Interest Rate Conversions

A proposal to change the interest rate basis dafnfecypool anddollarpool loans to a more
transparenmarketbased rate was approved in May 2006. Based on current forward market
rates, this converted rate was expected to be lower than the rising rates projected in these loan
programs and thpsasexpected toeduce the cost of these loans to borrowers.

Under the terms of this proposal, borrowers auittencypool anddollarpool loansare
provided the option of converting the interest rate. @dmy can opt faa variable sisnonth
LIBOR plus one percentageint or the fixed rate equivalent of the relesaap ratelus one
percentage pointhe swap ratrrespongto the period closest to the remaining wehte
average maturity of the loan.

In the case a€PLstheLIBOR (swap rate) is defined as theighted average of the LIBOR

rates gwap rates) in the three major currencies qiaiblein the ratio 1 USD: 1 Euro: 125 Yen.
The proposal alsentailsa prepayment provision based on the redeployment cost for the loans
that areconvertedConverted CPLdo not qualify for the partial interest waiver.

Borrowersan exercighe option to request a conversion of the interest rate basis for any of
their outstandingRLsand/or dollarpool loans by June 30, 2009. The date on which the first
conversion becanedfective was January 1, 2007.

As a supplement to the above offer, IBRD came out with an accelerditddgai#fer.Based

onthisoffer, the rates on CPL and SC&iedetermined on the rate fixing date immediately

foll owing the eptanoé ohet Ban€dsvearcsi on Requ
next interest payment date. As in the existing procedure, this new fixed rate would become
effective on the interest period. beginning o
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Borrowers interesdan converting the interest rate basis of their existing currency pool loans

must submit the Conversion Requestieast 30 dapeforethe next interest payment date

the specified format. Once tteguest has been submitted and accepted by thehBarlient

cannot cancel or amend the requést. magnitude of the risk from adverse interest rate

movements is subject to the time elapsed between the date the client sends the request to fix the
interest rate and the date IBRD actually conductsitige Tike IBRD rate fixing daie

approximatelywo business days before tiegtinterest payment date for each lbathe case

of 0O0accel er #e |BRDIratecfiving datetise busimess dapsforethe immediate

next rate fixingdate. Thus t he ti me el apsed between the cli
interest rate can range from 30 days to 7 months.

11To obtain the Conversion Request form, contact Mr. Miguel Nddartia, Sr. Financial Officer, Debt Capital
Markets & CBP, fnail:mnavarromartin@worldbank.org
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IDA Development Credits

A. Regular IDA Credits

The International Development Association (IDAs) t he Wor |l d Bankds conc
window. IDA extends funds to the poorest developing countries in the form of credits, at zero
interestate. All development credits are made to or guaranteed by member governments, or to

the member government of a territory of a member. This applies to all credits except for
development credits which have been made to regional development institth® be hefit

of members or territories of IDA members.

Eligibility for | DA development credits is b
financial ability to borrow from IBRD. In fiscal year 2009, the upper limit on per capita income

for IDA countries was set at a maximum of USD 935 pert&mntae countries, such as India

and Pakistan, are eligible for IDA development credits due to their low per capita incomes. They
are also creditworthy for IBRD borrowing. These countries are knb\endssrrowers.

IDA eligibility is a transitional arrangement, allowing the poorest countries access to substantial
resources. As their economies grow, the countries graduate from eligibility. Some IDA countries
are eligible for grants only and othexsehigible foagrant/credit mix. Grant eligibility is solely
driven by a count r vy 6 saboui?28 Bercentof totad doinmitchéentst r e s s .
were grants.

Grants in IDA15 are available solely for {@#y countries. The amount of grantslake for

each country i s a f un c-based DA aldcationraed itcetigibifity r v 6 s
for grants based on the risk of debt distress. Countrieslovithisk of debt distress will

receive 100 percent of their IDA allocation as sré&biuntries witamedium risk of debt

distress will receive 50 percent of their IDA allocation as credits and the other 50 percent as
grants. Countries witthigh risk of debt distress will receive 100 percent of their allocation in

the form of grants.

IDA development credits are denominated in Special Drawing Rights (SDRs). The amounts
disbursed, service and commitment charges, and repayments are also calculated in SDRs.
Principal payments and charges are made in the currency (U.S. dollars,hognds esteos)
specified in the Credit Agreement in an amount equivalent to the SDRs required under the
Credit Agreement.

Lending Terms

No interestscharged on IDA development creditewevera service charge of 75 basis points

per annum is leviaxh the principal amounts withdrawn and outstandlingmmitment fee is
applied on the undisbursed credit balance. I
year, betweendD basis points. The commitment charge begins to accrue 60 dags after th

12SegDP 3.10, Annex DBRD/IDA Countries:; Per Capita Incomes, Lending Eligibility, and iRepaiyment Ter
www.worldbank.orglick Projects & Operations > Project Database > Policies & Procedures > Operational
Manual).
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Credit Agreementissignédlemranage ment revi ews | DAG6s financ
basis and proposaspecific rate for thatyéao r t h e B o Atthd ldeginniagpopeaah v a |
fiscal yeaborrowers are notified of the rate applicable &intbarkor fiscal year 2009, the

Bankd6s Board approved a commitment charge r a
new IDA credits.

Amortization and Grace Periods

IDA credits approved by the Board through June 30, 1987, have a finaloh&tugigars.
IDA credits approved after that date have three different final maturities and repayment
scheduledor the countries' current maturities and repayment schedules, see OP 3.10, Annex D:

(a) For IDAonNly countries or countries classifiedast eveloped by the United Nations

(LLDCs), credits are repayable over 40 years, with principal repayment at the rate of 2 percent of
the credit amount per year from th& tblthe 26 yearand 4 percent per year thereafter. (See

Annex D for IDA-only and LLDC classifications.)

(b) For other IDAeligible countries, credits are repayable over 35 years, with repayments of 2.5
percent of the credit amount per year from tHedlthe 26 yearand 5 percent per year
thereafter.

(c) For credits approvadter June 30, 2002, for IBeNgible countries with a GNI per capita
that has been above the operation@lff for IDA eligibility for more than two consecutive
years, credits are repayable over 2Q weharprincipal repayment at the rate of 10 pepssn
year from the fto the 28 year.

The first amortization payment on a credit is due on the semiannual payment date immediately
following the 10 anniversary of the date the credit was approved by IDA. For credits approved
through June 30, 198fe last amortization payment is due on the semiannual payment date
immediately preceding thé'BdniversanFor credits approved after that date, the last
amortization payment is due on the semiannual payment date immediately precdtling the 20
35", or 40" anniversary, as the case may be.

Accelerated Repayment Provisions

For Development Credit Agreements approved after June 30, 1987, the terms of outstanding
credits extended to a particular borrower are modified if bsditdneitions are met:

(a)The annual per capita GNI of the borrower has remained above the histori¢daseiling
five consecutive years

(b) The borrower has achieved creditworthiness for IBRD borrowing

For Development Credit Agreemefds which invitations to negotiatere issued on or after
August 1, 1996, subject to the Board's review and approval, the terms of outstanding credits
extended to a particular borrower are modified if bosledbeditions are met:

(a)The annual per capita GNI of the borrower has rethalm&ve the operational per capita
incomecutoff' for three consecutive years

13 See the front notes fmnex D of OP 3.16or the current equivalent of the historical per capita income ceiling
figure.
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(b) The borrower has achieved creditworthiness for IBRD bortowing

When theeconditions for adjusting terms have been met, IDA may, subject to the Board's
review and approvakquire the borrower to repay twice the amount of each principal
installment not yet due, until the credit is fully repaid.

Alternatively, the borrower may request that IDA substitute an interest charge for some or all of
the higher principal repaymergrovided the new terms have a grant element equivalent to that
resulting from doubling the principal payments alone. If a borrower's economic condition
deteriorates significantly after terms have been adjusted, IDA may, if the borrower requests,
revertto the original repayment schedule

B. Hard-Term IDA Credits

Countries eligible févardterm IDA creditsare defined under IDA14 as blend countries with
both: (a) a perapita income below the operational cutoff for IDA eligibility, and (b) an active
IBRD lending program. The maturity of hten credits is 35 years with 2.5 percent of
principal repayable per annum for yea@)ldnd 5 percent per annum for yeai3521

Standard IDA service andmmitment chargepply plus a fixed interest chargeHerlife of

each credit. The interest is set annually and will apply for-tdrimaidA credits approved

during a fiscal year. For credits approved in FY09, the interest rate is 3.2 percent. The applicable
interest rate for the fiscal year will beighéd inOP 3.10, Annex D: IBRD/IDA Countries:

Per Capita Incomes, Lending Eligibility, and Repayment Terms

The interest rate casts of:

1. abase rate and a spread.

1 The base rate is the-yi€ar interest rate swap quoted by Gdriiarcapital
(Reuters).

9T The current spread is calculated to mim
loans. The net spread will consist of a aontal spread and risk premium.

2. areduction of 200 basis points from the base rate plus the net spread calculated in point 1.
As with standard IDA credits, the currency of denomination will B®&érincipal

payments, interest, service, and commitoh@nges are due in the currency (USD, EUR, or

GBP) specified in the Development Credit Agreement in an amount equivalent to the SDRs
required under the Agreement.

Table 12 shows the lending terms on IDA products.

14 See the front notes and footnote 2tmex D of OP 3.16or the current equivalent of the operational cutoff
figure and exceptions to the cutoff.
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Table 12 Snapshot of IDA Terms
(as of July 1, 2008)

IDA Maturity | Grace | Principal With FY09 Commitment | Service Interest
Product ol Period | Repayments Acceleration | Fee Charge for | Rate
Clause b/ Credits ¥

Year Year Credits Grants

11-20 20-40
IDA-only 40 10 2.0% 4.0% Yes 0.00% 0.00% 0.75% NA
Blend 35 10 2.5% 5% Yes 0.00% 0.00% 0.75% NA
Hardened 20 10 10.0% @ NA No 0.00% 0.00% 0.75% NA
Term *
Hard Term 35 10 2.5% 5% ¢ Yes 0.00% 0.00% 0.75% 3.20%
Lending
Guarantee NA NA NA NA NA 0.00% 0.00% 0.75% ¢ NA

a/ The maturity of all IDA credits approved by the Board through June 30, 1987, is 50 years. The maturity
of IDA credits approved by the Board after June 30, 1987, is 35 or 40 years.

b/ IDA credits include an acceleration clagusiding for doubling of principal payments from
creditworthy borrowers, where per capita income remains above eligibility thresholds.

¢ IDA's commitment charge is a variable charge set within a raitg® péfent of the undisbursed
balance of IDA credits and grants. The executive directors set the level of the commitment charge
annually.

d The service charge is 0.75 percent of disbursed and outstanding credit balance. The service charge is
only applied to credits.

e/ Year 2€85

' The hardead terms are approved for the IDA13 period and have been effective from July 1, 2002. All
IDA countries with GNI per capita above the operational dotaffiore than two consecutive yewiis

be subject to IDA lending on hardened terms. Lending on éditéems supersedes the accelerated
repayment provision.

¢/ This fee is applied on disbursed and outstanding amounts of a guaranteed financing in the same way
that service charges on IDA credits are applied. The guarantee fee is currently fixeslpettif7s basi
(bps) per annum, equal to the fixed level of service charges on IDA credits.
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C. European Economic Commission (EEC) Credits

Since 1978DA has administered a fund on behalf of the European Economic Community
(EEC). The fund (USD 385iliion at inception) was established to fulfill the pledge made by the
industrial countries at the 1977 Conference on International Economic Cooperation to meet the
immediate needs of lamcome countries. The EEC funds were lent to eligible borrowers on

IDA terms. Principal repayments, which begin after 10 years, are repayable through IDA, to the
European Union (EU) members who had contributed to the fund.

IDA acts as aadministrator of the Special Action Account established with funds contributed
by thememberdates of th&EC. The member states are Belgium, Denmark, Germany, France,
Ireland, Italy, Luxemburg, Netherlgraadwithe United Kingdom.

Borrowers from IDA member countries were provided funding frosp#amibccount for
financing specifigrojects.

For its role asdministrator of this accoyhiDA receives an amount of O f&rcenper annum
of the outstanding credit balance in each of the EEC credits.

The EEC members had proposedvrite off the EEC credits for countries that have reéch
HIPC completion point. The writdf for individual countries sibject taheapproval of all
EEC members and is processed ocasaby-casebasis.
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World Bank Guarantees®

The World Bank offers three basic typegiafanteepartial risk guarantees (IBRD and IDA);

partial credit guarantees (IBRD); and pbbsgd guarantees (IBRGavernments,
governmenbwnedentities, and privatized or private sector entities are all eligible to receive
credit enhancement under the World Bankos gu
Bank limits the availability of IBRD loans, these limits also apply to guarantees.

A. IBRD Guarantees

IBRD guarantees are available only to HBRiible countries, with the exception of certain
foreign exchange earnings projects for which an IBRD guarantee is provided in an IDA country.

Instrument Type and Project Eligibility

Partialisk guaranteeser private lenders against the risk of a public entity failing to perform its
obligations with respect to a private project. The guarantees ensure payment in the case of a
default resulting from the nonperformance of contractual oligyatidertaken by

governments or their agencies in private sector profezss. sovereign contractual obligations
vary depending on project, sector, and country circumsildrecebligations are determined as
part of the negotiations for the guarantee.

Partial credit guararwees private lenders against all risks during a specific period of the

financing term of debt for a public investm8ath guarantees allow public sector projects to
extend maturities and lower spreBdstial credit guarantemwer all events of nonpayment for

a designated part of a financing arrangefteege guarantees are used to encourage extension

of maturity by covering the | atter years of

Polichased guaramteesd the World Bank's partial drgdarantee instrument beyond
investment projects to sovereign borrowings from private foreign credgopgport of agreed
structural, institutional, and social policies and refeatisybased guarantees are intended to
play a catalytic role in halpWorld Bank borrowers with strong economic and social programs
to improve their access to private foreign finantigguarantee can either besaliding or

part of a larger package of IBRD financial support.

Enclave guaraistagartialisk giarantee structured for exporientedforeignexchange

generating commercial projects in {@#y countries. IBRD considers providing a non
accelerableguarantee for such projects, provided adequate arrangements are in place to ensure
that the host garnment will be able to meet its obligations with respect to the guarantee. The
enclave guarantee usually covers direct sovereign risks such as expropriation, changes in law, war

15For additional information, see thearantees websaewww.worldbank.org

16 Such guarantees usually cover a portion of debt service on a borrowing (loans or bonds) by emisigible m
country from private foreign creditors, in support of agreed structural, institutional, and social policies and
reforms. The guarantee can bestaliding or part of a larger package of IBRD financial support.
7l BRDG6s payment abderisighagudramtaes are limitet te thalamnua principal and interest
obligations originally scheduled under the guaranteed loan. Under an accelerable guarantee, the unpaid balance of
guaranteed exposure would be payable by the Bank upon call oatiiegguar
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and civil strifeThe World Bank generally will not guarantee any payrhgatiobs (such as
those of an output purchaser), nor will it guarantee transfar albkases, the scope of risk
coverage under the guarantee is the minimum required to mobilize financing for a given project

B. IDA Guarantees

In many IDAonly countees, macroeconomic reforms have led to an improved business
environment suitable for increased private sector participation, especially in sectors undergoing
significant reforms.

Instrument Type and Project Eligibility

Partiatisk guaranteetDA courtries are intended to ease the transition of countries that are
clearly on the path of reform. The guarantee is offered to private lenders against country risks
that are beyond the control of investors, and where official agencies and the privateemarket of
insufficient insurance coverage. The guarantee can cover up to 100 percent of the principal and
interest of a private debt tranche for defaults arising from specified sovereign risks, including
government breach of contract, foreign currency conlitgrtisk, expropriation, and changes

in law. This guarantee is available in selected casesomy@Auntries where #RD
enclaveguarantee is not applicable.

C. Fees and Pricing on Guarantees

The Bank chargestandby {#eA only), aguarantegfind dronend feée provide a guarantee.
In addition, the Bank may also chargaitiation feedaprocessinddea private sector
project. Charges are based on the concept of loan equivalency and may differ from one
guarantee structure teetotherTable B shows the different types of fees chaig&y 09for
new guarantees, footh IBRD and IDA

Table 13 Fee Charges (in Basis Points) on World Bank Guarantees for FY09

Type of

Guarantee

Initiation Fee'? Pr?:(:zslséng Frogé—;end Guarantee Fee® Stia:r;céby
IBRD Partial Risk 15 bp of the Up to 50 bp of 25 bp 30 bp per annum N/A
Guarantee guaranteed amount the guaranteed (on the maximum
or USD 100,000 amount aggregate
(whichever is higher) disbursed &
outstanding
guaranteed debt)
IBRD Partial Credit | 0 0 25 bp 30 bp per annum N/A
and Policy-based (on the present
Guarantee value of the

guarantee exposure
or according to the
basis defined by the
agreement)
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Up-Front Fees Recurring Fees
Type of

I
Guarantee

Initiation Fee®? Pr?:%zsféng Frolr:teend Guarantee Fee® Stia:r;céby
IBRD Policy-based | 0 0 100 bp 400 bp per annum N/A
Guarantee related (on the present
to SDPL value of the
guarantee exposure
or according to the
basis defined by the
agreement)
IBRD Enclave 15 bp of the Up to 50 bp of 25 bp 200 bp per annum N/A
Partial Risk guaranteed amount the guaranteed (on the maximum
Guarantee or USD 100,000 amount aggregate
(whichever is higher) disbursed and
outstanding
guaranteed debt)
IDA Partial Risk 15 bp of the Up to 50 bp of N/A 75 bp per annum 0
Guarantee guaranteed amount the guaranteed (on the maximum
or USD 100,000 amount aggregate
(whichever is higher) disbursed and
outstanding
guaranteed debt)

1For all private sector borrowetst is,only applicable tpartialrisk guarantees.
2Determined on a cabg-case basis. Exceptional projects can be charged overf Betguaranteed amount
3Charged on the present value of the guarantee exposure
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IDA Grants

Pursuant to Article V, Section 2(a)(ii) of the IDA Articles of Agreement, only funds that are
provided with specific grant authorization mayséd to finance IDA grantStarting in

IDA11, the Board of Governors authorized IDA to provide grants in the context of the HIPC

Debt Initiative In IDA12, this authority was expanded to include grants under exceptional
circumstances to pesbnflict counties under a framework approved byettexutive directars

In IDA13, the Board of Governors approved a substantially expanded use of IDA grants in the
range of 18 to 21 percent of overall IDA resoulcé®bruary 2005, discussions concluded fo
IDAl4wit h | DA donors agreeing to provide the | a
decaded he estimated share of IDA14 resoutcd&® provided on grant terms is
approximately®Bpercent as compared to the21§ercent in IDA3®

Negotiations for I\ & s™ repl&nishment (IDA15) concluded in Decer@béi7. At US$41.7
billion for the next three y€hadosorcontribditiens i s | D
are complemented by US$6.3 billion from prior donor pledges to the Multilater&liBebt R

Initiative (MDRI) and a further US$1Bition from reflows and internal financing from the

World Bank GroupgDA15 will provide resources to lmcome countries for the July 2008

June 2011 period and will play an important role in supportiagéipdent countries in their

efforts to achieve the Millennium Development Goals by 2015

| DAB s P e-Bdsan Allnatior (BBA) system will continue to be thddrabis

distribution of IDA resources during the IDA15 perindDALS5, there is a spediprovision

for selected regional integration projetish began as a pilot program in IDAI8IDA15

period envisages upS®R400 million per year in topptag resourcef®r such projects.

Theseaesources would be used to financethivds ofaount r yds shohar e of t he
regional project with the remaining-timed contribution fromthe ount r y6s | DA al | «
Beginning IDA15, a 20 percent ceiling wiplaeed on country contributions to regional

projects.

Countries emerging from sexeonflict’ can, under certain conditions, be provided with
additional resourcés support their recovery atalrecogreea period of exceptional need.
Postconflict allocations are based on country performance, which is measured using the Post
ConflictPerformance Indicators.

For countries rengaging with IDA aftermolonged period ahactivity exceptional
allocations can be providedtbabasis of a strong transitional plan with concerted donor
support Eligibility is not automatiand continui@on of exceptional support would depend on
thecountny gerformancekligible countries can qualify for exceptional allocations to help
financethe cost associated with the clearance of arrears to IBRD and/or IDA.

18 For additional information dDA grants refer to the IDA website http://www.worldbank.org/ida

19The intensity of conflict is judged on the basis of the degree to which exceptional assistance will be needed for
reconstruction efforts. The three key dimensions of conflict intensity arex@nbhef human casualties directly

or indirectly caused by the conflict; (ii) the proportion of the population that is either internally displaced or in exile;
and (i) the extent of physical destruction, for example, isolated, local, or regexécted that eligible

countries would be those that have experienced highly intensive conflicts as measured across one or more of these
three dimensions. (Refer to IDA A Delivery in ConflieAffected IDA Countries: the Role of the World Bank
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These grants are allocated for speciéigzjjories such as HIV/AIDS, natural disasters, and
IDA-only countries that are very poor, vulnerable to increased debt, or attempting to recover
after amrarmed conflict. Funds received from IBRD as net income transfers include explicit
authority that surcfunding can be used for grants, beginning with the transfer out of IBRD's
FY97 net income.

Allocation of Funds

The amount of grants available for each IDA country is a function of the country's perHormance
based IDA allocation, its eligibility for graatsl IDA's overall available grant envelope. IDA

and its borrowing members agyaevhich projects are to be financed fully by grants and which
projectswill be a blend of crediind grarg. Their agreementdased on a country's

circumstances, prioesi and preferences, the size and nature of projedts stmate of grants

in the IDA allocation for that country.

Under the IDAS guidelines, the performarzssed allocation system will operate in

conjunction with a new IDA grant allocation systlith sets the termgh@t iscredit or grant)

on which IDA resources will be provided. The risk of debt distress is the primary grant eligibility
criterion in the new system, and the share of grants in total IDA financing will emerge from a
countryby-country analysis of the risk of debt distress.

Grant Eligibility

Grant eligibility under IDA15 will tienited tolDA -only countries and will based orthe

rati ngs o fofdeltdstréss. Dabtdi8tress risk ill initially be estimated from
currentdata on key external debt ratios. Existing Debt Sustainability Analyses (DSAs) may be
used to supplement this rating mechanism. Over time, debt distress risk estimates will be based
only on DSAs.
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Debt Relief Initiatives

A. Debt Servicing Trust Funds

Debt Service Trust Funds (DSTFs) are established for the settlement of debt service amounts
that are due to the Bank (IBRD and/or IDA). These funds are administered by the Bank in
accordance with the letter of agreement and the trust fund (BR)exgrbetween tigank

and the beneficiary. As the proceeds of the TF are used to settle debt servicthanavants
due,LSGparticipates from the outset of the TF arrangement with the beneficiary and related
departments in thgank. The use of the fuiglgoverned by the terms in the letter of agreement
between the Bank, tdenor, and the beneficiary.

LSGprocesses all disbursements from DSTFs and applies the funds to debt service payments
due to IBRD/IDA. DSTFs are also used in customizdtagayrant mechanisms agresd

between the donor and the beneficiary. Such instances igblugdaavrd arrangement

between a donor and a beneficiarg.dmy-down, the donor makes funds availablerimsa

fund which is to be used fextinguishingpecifiadebts of a recipiergubject to the recipient

fulfilling certain prspecified conditions. Once the conditions are fulfilleBatileuses the

funds available in thwnorfunded tustfu nd t o 0 p 4Hidenpfiadydébts bfthe pr e
beneficiary.

Additional information on otherust fundsand programs can be obtained at tbed\Bank
websitehttp://www.worldbank.org

B. Highly Indebted Poor Countries (HIPC)

The HIPC Initiative was established in 1996 after almost two decades of repeated debt
rescheduling provided to lmcome countridsy members of the international community.

Unlike traditional debt reduction mechanisms, the HIPC initiative involved, for the first time,
debt relief from multilateral financi al i nst
debt burdens tthe thresholds established undeirttimtive, subject to satisfactory policy
performance. The countries targeted under the initiative were the poorest, most heavily indebted
members of IDA anthe IMF that pursued or adopted programs of adjustmemtéorch

supported by the two institutions. These countries could benefit friomidatieeby showinga

track recoraf puttingresources freed by debt reieefjood uselo date, the HIPC initiative

remains the only internationally agreed framewaqpkofading comprehensive debt relief to
low-income countries, although creditor participation continues to be voluntary.

The HIPC initiative was enhanced in September 1999 to provide broadegrubé&ster

debt reliefThe enhancement was the resudt@mprehensive review of the initiative by IDA

and the IMEand of public consultations which emphasized the need to deepen and accelerate
the i mplementation of the initiative. I n thi
adjusted downavd, enabling a larger group of countries to qualify for more debt relief. A

number of creditors, including multilateral institutions, also started to provide early assistance in
the form of interim relief to qualifying countries. Moreofleatingcomm@ t i on poi nt s6
introduced, which were contingent on an outdmsed assessment of country performance


http://web.worldbank.org/WBSITE/EXTERNAL/EXTABOUTUS/ORGANIZATION/CFPEXT/0,,contentMDK:20135627~menuPK:64060203~pagePK:64060249~piPK:64060294~theSitePK:299948,00.html
http://www.worldbank.org/
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rather than a fixed track record. Theseeaimed to provide incentives to implement reforms
quickly, speed up the delivery of debt relief, antbdeantry ownership of reforms.

At the same timéhe links between debt relief and powertiyiction efforts were strengthened

The international community agreed that debt relief needed to be part of a comprehensive
poverty reduction strategy focusadtrengthened institutional capacity, higher growth, and
better targeted social programs. Debt relief was henceforth linked to progress in preparing and
implementing Poverty Reduction Strategies (PRSs), which were designed to-8evesuntry

and develped with the broad participation of civil society.

C. Multilateral Debt Relief Initiative (MDRI)

The MDRI was launched in 2005 to furtieelucehe debts of HIPCs and provide additional
resources to help them meet the Millennium Development Bagdesd by the G8 countries,
the MDRI is separate from the HIPC Initiative but linked to it operationally. Under the MDRI,
three multilateral institutigndDA, theMF, andAfrican Development FuffDF)i provide

100 percent debt relief on eligible debts totdearaving completed the HIPC initiative
process. While the MDRI is an initiative common to three institutions, the implementation
modalities vary.

Debt relief under the MDRI is to be provided by the three institutions once a country reaches
the HIPC ompletion point. A key aspect of the MDRI is its compensatory financing for IDA.
Moreover, annual allocations from IDA to countries receiving MDRI debt relief will be reduced
by the amount of MDRI debt service relief in that year. Unlike the HIPC enitiei DRI is

not comprehensive in its creditor coverdgmes not involve participation by official bilateral

or commercial creditors, or of multilateral institutions other thémwéleenentionedn Table

14.

Table 14 Main Characteristics of theHIPC Initiative and the MDRI

| wecmane o

Country coverage IDA-only, PRFG-eligible HIPC countries having reached
countries with debt indicators completion point
above the HIPC Initiative
thresholds, which have been
engaged in qualifying IMF and
IDA-supported programs

Participating creditors | All multilateral, official bilateral International Development Association
and commercial creditors of (IDA), the International Monetary Fund
external public and publicly (IMF), African Development Fund
guaranteed debt to HIPCs (AfDF), and Inter-American

Development Bank (IADB)
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| e o

Debt relief provided External public and publicly Debt disbursed before end-December
guaranteed debt is reduced to 2004 (IMF, AfDF, and IADB) and end-
the HIPC Initiative thresholds as December 2003 (IDA), and still
calculated at the time of the outstanding at the time of qualification
decision point (after HIPC Initiative debt relief) is

cancelled

Modality of delivery Different modalities - most Stock-of-debt operation at or shortly
multilateral and Paris Club after the completion point

creditors also provide interim
debt relief
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Overdue and Sanctions Policy

When a borrower fails to service its loans, credits, or Project Preparation Advances (PPAS) on
the due dates, the itbBank has the option of immediately suspending disbursements on all
loans and credits to the borrower. The World Bank's current practice is to follow a graduated
approach, using reminders, incentives, and sanctions. Reminders are sent to defavdting borro
onthe %, 18", 30", and 38 days after the due date. On the next business day aftérdhg,45

a warning of suspension notice is sent to the member country and all borrowers therein,
informing them that the suspension of disbursements widftakt on the 0day.

Progressive sanctions are imposed by withholding Board presentations of new loans and
guarantees, delaying signature of previously approved loans and guarantee agreements, and
suspending disbursements. When a second consetuitgemyment is missed on any loan to

or guaranteed by a member, all loans to or guaranteed by the member are plaa=miualnon
status.

A. Reminders and Sanctions
When payment is:
5 or 15 days overdue:

LSG notifies the borrower that if the amosrttill overdue more than 30 days after the
due date, these actions apply: (i) the borrower may lose eligibility for any applicable
interest waiver, (ii) no new loans will be presented to the Board for approval, and (iii) no
agreements related to previpaglproved loans will be signed.

30 days overdue:

The Country Department notifies the defaulting borrower that no new loans will be
presented to the Board for approval and no agreements related to previously approved
loans will be signed.

The Country Dpartment informs the country, if it is the guarantor and not the borrower

in default, that if the payment becomes 45 days overdue, no new loans to or guaranteed
by the country will be presented to the Board for approval. In addition, no agreements
relatedo previously approved loans to or guaranteed by the country will be signed. The
guarantor country and all other borrowers guaranteed by the guarantor country will also
become ineligible for any applicable interest charge waiver. Both the country and the
borrower are also notified that a warning may be issued that disbursements may be
suspended on the"®0ay overdue on all loans or credits to both the borrower and the
country. This warning is issued on tHeddly after the due date.
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35 days overdue:

LSG informs the borrower that it has lost its eligibility for any partial waiver of interest in
eligible IBRD loans. Loans which are signed on or after September 2ihd2dQGhe

new pricing termsre subject to an additional 50 basis points late etfagg payment

of principal is received 30 days after the due date.

45 days overdue:

The Country Department informs the borrower and country that no new loans to or
guaranteed by the country will be presented to the Board for approval. It also informs
the borrower that agreements related to previously approved loans to or guaranteed by
the country will not be signed. The guarantor country and all other borrowers guaranteed
by the guarantor country are also informed that they are ineligible for arfeapplica
interest charge waiver. Both the country and the borrower are notified that
disbursements will be suspended on all loans to or guaranteed by the countr) on the 60
day after the due date unless all outstanding payments are made, includingghose fallin
due by that daté.

50 days overdue:

LSG informs the guarantor that it has lost eligibility for any partial waiver of IBRD
interest on all loans guaranteed by it.

53 days overdue:

The Country Department informs the projeeticanciers and the rednt regional
development banks of the pending suspension.

60 days overdue:

The Country Department informs the borrowers and country by fax or telex (usually by
fax) that a suspension of disbursements is in effect and notifies the Board. At the
discretio of the World Bank, the notice may specify items that are exempted from the
suspension.

Six months overdue:

When service payments on a loan or development credit become six months overdue
(more specifically, on the dttatthe second consecutive sex\payment is missed),

the regionalicepresident sends a notice to the member. A formal notice is also sent to
the Board within two days of that date (known dsigjger dgt@nd a news release is
distributed. Information on borrowevgh loans fowhich payments aneore than six

mont hs overdue is included in the Worl d

20This notice may be delayed in certain situations, as desciiBetBid)available atww.worldbank.org
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B. Late Payment Charges

I n accordance with | BRD&ds new pricing terms,
not qualify for waivers of charg€e preserve the incentive for timely debt servicing of IBRD

loans, a 50 basis points Late Payment Charge applies to principal payments received 30 days aftel
the due date. If an overdue amount remains unpaid for a period of 30 days, then the borrower

shdl pay a higher interest rate (referred to as the Default Interest Rate) on the overdue principal
amount until the overdue amount is fully paid. This higher interest rate is in lieu of the interest

rate specified in the Loan Agreement. Interest accthedatfault Interest Rate from the 31st

day following the date on which the amount becomes overdue. Interest is payable semiannually

in arrears on each payment date.

In respect of any amount of the withdrawn loan balance to which the Default Interest Rate
applies and for which interest was payable at a variable rate before the application of the Default
Interest Rate, the Late Payment Charge is the variable rate for the relevant Interest Period
(Example: LIBOR + fixed spread) plus one half of one pe@cBmidrcent). For cases where

interest was payable at a fixed rate before the application of the Default Interest Rate, the Late
Payment Charge is the variable rate for the relevant Interest Period (for example, LIBOR) plus
the fixed spread at the times@ning the loan plus one half of one percent (0.5 percent).
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Chapter Xl

Partial Waiver of Loan Charges Policy

On September 27, 2007, the Board approved the elimination of the waiver system and the
replacement of the commitment fee with a smallémuhfeé: This decision was to simplify

and i mprove the transparency of | BRDOs | oan
IBRD pricing level apply to standard loans signed on or after September 27, 2007. Because of
the new pricing policy, a borroweay have a mix of old (with waiver) loans and new (no

waiver) loans in the outstanding portfolio. Tabtefliects the applicable charges and waivers

on IBRD loans:

Table 15 Loan Charges and Waivers

IBRD loans
signed on or
after
September 27,
2007*

IBRD loans
signed on or
after
March 29, 2009

IBRD Loans Whose Invitation to Negotiate Is:

On or After July 31,
1998, and signed before
September 27, 2007

Before July 31, 1998

Front-end Fee None 1.00% of loan amount 0.25% of loan 0.25% of loan
amount amount
Contractual 0.50% 0.75% 0.30% 0.30%
Spread
Fixed Spread N/A 0.05% 0.05% (0.20% for 0.10% (0.15% for
Risk Premium signings after loans with ARM
December 16, greater than 14
2008) years)
Commitment 0.75% on 0.75% on undisbursed N/A N/A
Fee undisbursed amounts
amounts
FYO09 Interest 0.05% for 0.25% for borrowers N/A N/A
Waiver borrowers paying = paying on time
on time
FY09 0.50% waived 0.50% waived N/A N/A
Commitment unconditionally unconditionally on a
Fee Waiver on a yearly basis yearly basis to all
to all borrowers borrowers
FYO09 Front-end N/A 1.00% waived N/A- N/A-

Fee Waiver

unconditionally on a
yearly basis to all
borrowers

* These charges are for standard Bank loans. Special Development Policy Loans (SDPLs) have different financial
tems, including higher loan charges. SDPLs have a minimum lending spread of 400 basis points, @aver LIBOR
front-end fee of 100 basis poirasd are not eligible for waivers.

22Sed Recommendations for SimplDfNeéewglL a®20/PL8Gpciovg n@ t he
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Loans Signed on or After September 27, 2007

In accordanceithl BRD 0 s ingeemns,poans signed on or after September 2708007
not qualify fomnywaivers of charges. These loansrditéed to a reducezbntractual loan
spread, fronénd fee, and no commitment charfpeaddition, to preserve the incentive for
timely dét servicing of IBRD loans, a late chafdg) basis pointgppliedo principal
payments received thirty days dfterdue date. If an overdue amount remains unpaid for a
period of thirty days, thmrrower shall pay the Default Interest Ratdneaverdue amount in
lieu of the interest rate specified in the Loan Agreemertheatierdue amount is fully paid.
Interest at the Default Interest Rate shall accrue from*tHay3fbllowing the date on which
theamount becomes overdue and shall be pas@biannually in arrears on gagimentate

Loans Signed Before September 27, 2007

Loans signed before September 27, 2007 are subject to the old pricing terms. For such loans, the
World Bank may waive a portion of the loan charges applicableahyaéislowever,dans

signed between May 16, 2007 and September 2thadb@ve been amended® new

pricing termsare not eligible for such waivers.

Wai vers are subject to the approval of the B
net income. A waiver of charges applies to all such IBRD loans except Special Development
Policy Loans (SDPLs). There are three main types of waivers: (a) commitmevdichp(ge

interest charge waiver, and (c) fieord fee waiver. Borrowers aréfieal of the applicable

waiver rate at the beginning of each fiscal year. Partial waivers apply to all payment periods that
commence within the fiscal year for which the waivers are approved.

If a waiver is not approved for a given fiscal year, thiicspleaige for that fiscal year will

revert to the contractual rate in the Loan Agreement. The waivers for commitment charges are
expressed and accrued on an actual 365-dag@6énventionwhile waivesfor interest charges
follow the same conventionths interestThe amount aived is reflected in the billing

statement of the loan.

Commitment Charge Waiver

The Bankodos Boar d appyea waver of&hbasispansofdhet i on a l 0
contractual commitment charges for all payment periods commgnia fiscal year 2009 for all
borrowersAll loans (except for SDPLs) signed before September 27220 the old

pricing termsare eligible for the commitment charge waiver, regardless of payment

performance.

Interest Waiver

For fiscalyear200, t he Bankds elfiblebordoaersp/er ofdasis pointbfo r
interest charges on loans for whinginvitation to negotiate was issbetbreJuly 31, 1998
The Board also approved a waivésdbasis points on loans for whibkinvitation to
negotiate was issued on or after July 31,thé@8yh September 26, 2007.

Eligibility for the partial waiver of interest is limited to borrowers who have made full payments
of the principal and charges on all their loans within 30 calaysiai the due dates during the
preceding six monthall IBRD loans signed before September 27, Q@& the old pricing
termsare eligible for the partial waiver of interest excepbDieL.s CPL-VLR82 loansand
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CPL or SCPD loans that have beemal®e toLIBOR-based variable or fixeate loans. The
partialwaiver of interest policy does not apply to charges owi#iRkawals

If a payment under any loan to a borrower is not received by IBRD within 30 calendar days of

the due date, all loans thaalified for partial interest waiver to that borrower will be ineligible

for the waiver of interest charges. This waver ineligibility will be in effect until a new qualifying
period of six months of full and timely (within 30 days of the due date)tpagarehis

established. If a loan made to or guaranteed by a member country becomes more than 45 days
overdueall loans guaranteed by the guarantor will be ineligible for the partial waiver of interest
charges. The waiver ineligibility is irrespectivenoé i ndi vi dual |l oansd el
in effect until all amounts overdue and outstanding under all loans have been paid.

Figure 1 illustrates how the waiver eligibility is affected when a debt service payment is not
received within 30 emldar days of the due date.

Borrower Classification

For purposes of the waiver policy, loans to a country signed before September 27, 2007, are
classified by borrower (either country or entity within a country, such as a utility or specific
ministry). Tie loans are identified as either:

1 IBRD loarisloans made directly to the member country; in such cases, a government
agency represents the borrower; or

1 IBRD Guaranteed lddnans granted to entities that are guaranteed by a member
country; in such caséise entity is the borrower.

At the end of each fiscal year, the borrower is provided with a list ofwalifiexd loans for
which it is responsible. The borrower also receives a report showing loan charge waiver amounts
earned and/or lost during thiscal year for each loan.
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Prepayments

On a date acceptable to the World Bank, borrowers have the right to prepay in advance of
maturity (a) the entire outstanding principal of the loan or (b) the entire principal amount of any
one ormore maturities of the loan. The prepayment premium charged will depend on the
specific type of lo&h.

The borrower should notify the World Bahkeast 45 daysadvance of its intention to repay
any amount in advance of matufilihe advance notice mecessary so that the World Bank
can provide the borrower with a detailed estimate of the prepayment amount.

A. IBRD Loans

Prepayment Policy for FSLs and IFLs with a Fixed Spread

Partial prepayments of FSLs and fsq@e@ad IFLs will be applied in thanner specified by the
borrower. In the absence of any specification by the borrower, the prepayments can be applied
in this manner:

(a) if the Loan Agreement provides for separate amortization of specified disbursed amounts of
the principal, such prgpaent shall be applied in the inverse order of the said disbursed
amounts, based on the withdrawal date (theithsirawn disbursed amount is repaid first) and
then on the maturity date (within each tranche, the amount to be prepaid is applied in inverse
order of maturity, starting with the latest maturity date) as is the case for disHurkechent

FSLs; and

(b) in all other cases (that is, for commitrieked FSLs), such prepayment shall be applied in
the inverse order of maturity of the loan, Whiéhlatest maturity repaid first.

The premiwovers the cost of redeploying the amount to be repaid, from the date of prepayment
to the maturity date of the amount. The prepayment premium charged also includes the Net
Present Value of the difference leetwthe fixed spread payable on the prepaid loan and the

fixed spread in effect at the date of prepayment.

If a currency conversion has been effemtdtie loan being prepaid and the conversion period

has nobeenterminated at the time of prepaymérd,tiorrower or the World Baskall pay an

ounwi ndi n(anyawitiorespett @ the early termination of the conversion. Any such

cost results in an additional amount payable by the borrower to the Bank, and any such gain is
subtracted from the amaiuto be prepaid or paid by the borrower. The payment of an
ounwinding amount 6 f oroverandabevhdpeethiunpor ti ons of
determinedbased on the spread difference as oudingag beginning of this section.

22SeeDP 3.10, Annex,BPrepaynier IBRD Loanstwww.worldbank.org
23See Attachment A, Application Form for Prepayment of IBRD loans.
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Prepayment Policy for VSLs and IFLs with a Variable Spread

IBRD charges a prepayment premium based on the cost of redeploying the amount to be
prepaid from the date of prepayment to the maturity date. The amount of the prepayment
premium is based on the difference between tiv@ctual lending spread of the prepaid loan

and the contractual lending spread in effect for VSLs in the currency of the prepaid loan on the
date of prepaymenthe present value of the contractual spread diffevdrichk is computed

based on current nika&t rates, constitutes the premium charged on the loan pPegaadd

amounts are applied to the latest amortization payments due under the loan.

Prepayment Policy for FSCLs

IBRD charges a prepayment premium based on the cost of redeployingnbertibithe

loan to be prepaid from the date of prepayment to the original maturity date. Under an FSCL,
IBRD enters into ratBxing swap transactions to provide the borrower with a fixed rate. At the
end of each disbursement period, through dixatg swap transaction, IBRD fixes the rate for
the amount of the loan disbursed during that period. Thus, an FSCL consists of multiple
tranches, each with its own fixed rate. Upon a prepayment, IBRD unwinddiiieg stgap
transaction(s) entered intaccomnection with the amount of the loan to be prepaid. The degree
of off-marketness of each such-fateg swap is used to determine the redeployment cost of
the full amount of the loan to be prepaid.

If IBRD enters into more than one riteng swapransaction in connection with the loan

amount to be prepaid, IBRD nets out any gains and losses resulting from the unwinding of each
swap transaction. The borrower pays IBRD the calculated net amount as the prepayment
premium. However, this is paid witk grovision that if such netting results in a negative

amount (that is, an amount due to the borrower), the amount is deemed to be zero.

Prepaid amounts are applied in the inverse order of the disbursed amounts under the loan, with
the disbursed amounttidrawn last being prepaid first, and the latest matusitglet

disbursed amount being prepaid first. Within each tranche, the amount to be prepaid is applied
in inverse order of maturity.

Prepayment Policy for Currency Pool Loans (CPLs)

The premiuntharged to borrowers for prepaying a CPL ieWervalue of (a) the computed
contractual premium (the ratio of the premium that would be charged, according to the Loan
Agreement, over tloirrent vahfethe loan) or (b) the premium over theryin@lwg* based on

the carrying values and estimated valwues in
June 3@ach year.

The premium rate is calculated by multiplying the current interest rate on the loan by the
appropriate factor specified lre tPremiums on Prepayment schedule of the Loan Agreement.
The calculated premium rate is then applied to the appropriate maturity to arrive at the
prepayment premium for that maturity. Premiums computed for all maturities being prepaid on
the loan are adddogether to derive the prepayment prenfiiurtihe loan. The prepayment
premium on a loan is waived in its entirety if the estimated value of all loans in a particular
category (fixed or variable) is less than or equal to the carrying value.

24Thecarrying value of a loan represents its book value and is expressed in U.S. dollar equivalent.
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In the casef CPLs and USD Single Currency Pool Loans (SCPRIs¢re the interest rate has
been converted to a variable rate (based on the weighted averaperobtiie LIBOR rates

in the case of CPLSs) or a fixedle equivalent, the prepayment premium wdktszmined

using a different methodology based on the redeployment cost for the loans so converted.

Upon receipt of the borrowerds request for
estimated prepayment amounts, including the computatiorpdghgment premium. The
estimate, based on the intended date @rédpayment, includes a margin of 2 to 3 percent to
cover any exchange rate fluctuations. Any resulting differences between the estimate and the
final amounts are settled after the prepatydat¢e. The actual value of the pool unit on the
prepayment date is considered for application of the funds.

To maintain the pool currency composition (USD 1: JPY 125: EUR 1), the prepa@fient of

is currently being made in each of the three maitteensturrencies of the pool (USIBY,
andEUR). The amount to be paid in each currency will be communicated by the Bank to the
borrower The proportion on each currency is subject to the prevailing AER of the JPY and
EUR onthe effective date of the peyyment.

B. IDA Development Credits

According to the General Conditions applicable to IDA development credits, Section 3.04 (b),
the borrower has the right to repay in advance of maturity, all or any part of the principal
amount of one or more maturit@fshe credit specified by the borrower. Currently, there are no
prepayment premium charges on prepayment of IDA credits.

C. EEC Credits

According to the General Conditions applicable to EEC credits, the borrower has the right to
repay in advance of matyyrall or any part of the principal amount of one or more maturities of

the EEC credit specified by the borrower. Currently, there are no prepayment premium charges

on prepayment of EEC credits.

P
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Billing Procedures

Most IBRD loans and dDA credits are billed semiannually on the dates specified in the Loan

or Credit Agreement. In the majority of cases, the billing statements are prepared two months
before the semiannual payment due date, and they reflect four months of actual agesied cha

and two months of estimated charges. Billing statements are sent to respective borrowers about
six weeks before the payment due date. These
Connection website.

Billing IBRD Loans

In cases where thdlinig statements are prepared two months before the payment due date,
charges amrestimatedor the twemonth period based on the balances and exchange rate values
avail able at the billing cutoff datedue The bo
date. The difference between the billed amount and the amount the borrower is legally obligated
to pay, as calculated on the due date, is carried forward to the next billing daténberaeshon

bearing basis as a deferred balance.

Differences maarise because of transactions posted between the date the billing is prepared

(two months in advance) and the payment due date (see Figure 2). For currency pool loans, the
main reasons for these variances are exchange rate fluctuations and changesnicytheal
compositionl f t he o6deferredd amounts are not sett]l
deferred principal component will be subject to additional charges.

If the due date obligation is less than the amount billed, the resulting exxess isrward as
a credit for application on the next bill and payment due date. No interest is charged or paid on
odeferredo6é or ocarry forward creditd amounts

Billing IDA Development Credits

At the time of negotiations, the borrower selects thencyrin which the debt service will be
billed. Currently, all IDA development credits are billddsidollars poundsserling, oreuros

The borrower may change the currency of repayment by giving appropriate advance notice to
IDA. However, any shoda ofremittance because of exchange rate conversion is treated as an
overdueamount.

Upon receipt, the borrower's payment is translated at the exchange rate on the value date of
receipt into the currency of commitment (either USD or SDR). Shortfatislases, which

may arise because of exchange rate changes or transactions on individual credits between the
billing date and due date, are carried forward on the borrower's account for settlement or
application on the next payment due date. Overdugaliagiounts continue to accrue a

service charge of 0.75 percent until settled.
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Payment Due Date and Banking Days

Debt service payments are requested ori thedthe 150f the month, except if the payment
due date falls on a bank holiday. The payor settlement is then requested for the next
banking day.

Cancellation of Undisbursed Amounts

The borrower has the right to cancel any amount of the loan not yet withdrawn, except for
amounts for which the World Bank has entered into a speciatroemmirhe World Bank

may cancel an amount of the loan for reasons related to continuing suspension of disbursements,
savings in project costs, misprocurement, expiration of closing date, or cancellation of the
guarantee by the guarantor. In any of tteeses, the World Bank may partially or totally cancel

the undisbursed balance of the loan by notifying the borrothier adtion.

Once an amount of the loan has been canceled by either the borrower or the World Bank, the
withdrawal and amortization sghkes are revised to reflect the cancellation. The canceled
amount is applied to the amortization schedulgomratabasis. Cancellations processed after
the billing cutoff date will be reflected in the subsequent billing period.

Capitalization of Charges

Some Loan Agreements provide for the capitalization of loan charges (including commitment
charge) which allows the Bank to withdraw the funds required to settle the loan charges on each
of the semiannual payment dates from the Interest & Comnitmaege category of the loan

proceeds. The amounts withdrawn are limited to the agreed U.S. dollar value and to the expiry
date of this category.

Billing Sections
The information in the IBRD and IDA billing statements is classified in different sections:

1 Payment Instructid@sntains details dii¢ payment instructioimsthe cover letter,
including the depository bank account, currency ampaodnpayable date.

1 Payment Activditifresents details of amounts billed from previous period and the
applicéion of any payments

1 Feed Presents details of commitment fee billed. Gross fees and waivers are shown
separately

T Interest Accruals/Service Glirregents details of interest/service charge amounts.
Computations of interest and waivers (if aey3l@wn separately for IBRD loans.

T Princip&d Amounts dueccording toéhe amortization schedule for the loan/credit.
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1 Carryrorward Receivali®essents amounts carrfedvard fromthe prior billing cycle
(if applicable)

1 Current Dud$resents thtal amount due for the current perithch{ is the sum of
fees, interest/service charges, principal andfcamyrd receivables, lesg/ applicable
debt relief and carfgrwardcredits)

1 Determination of Definitive amounts due for PréRoeseBilitige total amowatually
due for thepreviougeriod Details are presented by categbcharges and/or credits.

1 Loan Receivable Applidddigplays the billed and due amounts andgpkcation of
funds received fromme borrowerand/or other sources for the previous billing cycle, by
loan category. Details include any overdue and deferred amounts.

T Principal Activity PadiBdesentshe calculation of principal recall on reference date

In response to comments and suggestionseddedm our clients, the World Bank redesigned

the billing statements in March 2008opy of thebrochuredNew Billing Statement, Designs
lllustraté&@arch 13, 200&8xplaining the new billing formetsmb e o bt ai ned fr om t
Client Connection website

Payment Applications

IBRD debt seriee receipts are applied in the following order: (1) overdue amounts, (2) deferred
amounts, and (3) current receivables. Within these categories, the funds received are applied in
this order(1) interest on overdue swap receivable (if any), (2) comnigesefit any), (3)

interest on overdue principal, (4) interest, (5) transaction fees, and (6) principal.

IDA debt service receipts are applied in the following order: (1) overdue amounts, (2) deferred
amounts, and (3) current receivables. Within thiegpdes, the funds received are applied in

this order(1)principal, (2) commitment fees (if any), (3) service charges on overdue principal,
(4) interest on overdue principal (for IDA credits with Hard Terms), (5) service charge, and (6)
interest (for DA credits with Hard Terms).

Currency Purchase Agreement (no longer available)

IBRD borrowers who entered into a currency purchase agreement (CPA) with the World Bank
can settle their debt service obligations in a single-agoeeclirrency rather thanthe

designated currencies that are due. For loans under a CPA, the billing notices specify the amount
of agreedipon currency to be paid, including a small margin (2 to 5 percent) to cover possible
exchange rate fluctuations. Upon receiving paymebt, #B8fhg as an agent for the borrower,
purchases the currencies required to settle the debt obligation. Irrespective of the date of the
conversion (but not before the due date), the borrower's account is credited on the date the

World Bank receives theypgent from the borrower. Excess payments are handled in
accordance with the borr owerwabddo the nexttpayment i on s .
date.

25For information on how to obtain access to the Client Connection website, semdiktoE
clientconnection@worldbank.org.
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Day Count Convention

Table 6 shows the day count convention applied in the calculaticargésland waivers per
loan product. For additional information, refer to the Loan Agreement.

Table 16 Day Count Convention for Loan Products

Variable IFL, VSL, Variable Interest Actual/360
FSL (except loans in GBP),

and FSCL

Fixed Rate IFL and FSL for Interest Actual /360
COP

Variable FSL in GBP Interest Actual /365
Pool Loans Interest Actual/Actual
BTF, IDA, EEC Credits, Fixed Service Charge/Interest 30/360

Rate IFL and FSL (for USD,
EUR, and JPY), and FSCL

All IBRD loan products Commitment Fee/Commitment Fee Actual/Actual

Waiver (if applicable)
All IBRD loan products Partial Interest Waiver (if applicable) Same as loan interest rate
IDA Commitment Fee/Commitment Fee 30/360

Waiver
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Frequently Asked Questions

A. Project Preparation Facility

What happens if aloan is not made for a project after the borrower has used a PPF
advance for that project?

I f the original p r o j ceutdtbe rdfinamcech hroughreadiffexenti al i z e,
project. Howeverf the PPF is not refinanced, LSG will bill the borrower. If the amount of the

PPF is USD 50,000 or less, the borrower is required to make a lump sum payment within 60

days for the amounts dueridg the project preparation period. If the amount of the PPF

exceeds USD 50,000, the borrower is required to repay the guvarazerued interest or

service charges) in ten semiannual installments over the next five years.

B. Local Currency Financial Products

Why must the FSL be denominated in a major currency and then converted into local
currency? Why not denominate the FSL in local currency from the start?

The World Bank will not commit an FSL in a borrower's currency. This is becauserttay Bank

not always be able to access the local currency markets when borrowers wish to have
disbursements or have them at talrasare acceptable to the borrowersfuPrding loan
commitments in local currency and holding the liquidity until disbursenmemasia might be a

way to address such funding risk. However, holding liquidity in local currency is likely to result in
a negative carrying cost for the World Bank, given the volatility and illiquidity of emerging
financial markets and the limited nundfénstruments with acceptable credit rating in which

the World Bank can invest. Pricing the funding and liquidity risks into the loan charges for an
FSL in local currency would make these products uncompetitive. Therefore, the World Bank has
opted to proide local currency financing through currency swaps from a major currency into a
borrower's local currency.

However, many local bond markets are now broader and deepes\twarslywith expanded

yield curves and maturity choiddthoughinsurance aapanies, pension funds and other
institutional investors in many markets are actively seeking to diversify fixed income portfolios in
their local currenctheyhave a limited choice of highly creditwoitbyers. Given this

convergence of conditions, IBRow sees more opportunities to issue letigted maturities

at attractive funding levels in some markets.

Can undisbursed amounts of an FSL be converted into local currency?

The conversion of an FSL into local currency is limited to disburseddoaassad that the

World Bank can intermediate the currency swap transactions on the basis of known projected
cash flows. Converting undisbursed amounts of an FSL into local currency is the equivalent of
having FSL commitments in local currency. This mdkely to expose the World Bank to
financing and liquidity risks.
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What local currencies are available?

As of January 2009, an indicative list of emerging market currencies in which the World Bank
might be able to undertake currency swap transactiodesn®y geographical region:

(i) Latin America: Brazilian real, Mexms0, Chileapeso, Colombian peso, and Perusdhn
(i) Eastern Europe: Polish zloty, Czech koruna, Hungarian forint, and Slovak koruna
(i) Africa: South African rand

(iv) East Asia: Indian rupee, Indonesian rupee, Malaysian ringgit, Philippine peso, South Korean
won, and Thai baht

However, the availability of these currencies and the terms and conditions that the World Bank
can obtain at a given point in time, deperglv@p market conditions at the time of execution

of the proposed transactioBepending upon the swap market conditioe World Bank will
determine, upon a borrower's request, whether conditions would allow financing in a specific
currency.

How can a borrower request a conversion or hedge into local currency?

For FSL conversions, the borrower submits a Conversion Request to LSG using the form
provided in the FSL conversion guidelines. The guidelines also include procedural details for the
conversiori® The World Bank then investigates the availability of swaps in the requested local
currency and informs the borrower.

In the case of a freganding hedge, the borrower must first enter with IBRD into a Master
Derivatives Agreement and provide the sigsadfi@ficers authorized to request IBRD hedge
transactions. After the derivatives agreement is in place, the borrower may submit to LSG a
request for a hedge into local curréhcy.

C. Fixed-Spread Loan Terms

What is the difference between the fixed spread and variable spread options over
LIBOR for IBRD Flexible Loan (IFL)?

The lending rate for the IFL has two major compordeaffoating rate which isndonth

LIBOR and a spreaBorrowers are given the option to choose fronspwead alternatives

fixed or variable. The fixed spreation locks in a fixed spread over LIBOR for the lifaef

loan, whereas the variable spread over LIBOR resets every six months, based on the cost of the
pool of IBRDfunding that supports these loans.

The advantage ftine borrower of the fixed spread is thedbes not vary. This is because the

Bank takes the risk fafinding the loan over its lotenureat the agreed fixepread. To

26 The Guidelines for Conversion of Loaarms for Fixecbpread Loaareavailable from the Banking and Debt
Management Group (BDM) orldtp://treasury.worldbank.org/

27Model hedge request forms are available from the Banking and Debt Managem¢BOGpor at

http://treasury.worldbank.org/
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compensate for this risk, the fixed spneelddes a risk premium. Other componehtie
fixedspread are the projected cost of IBRD funding atneaithity range and a Board
approved contractual sprgadrrently unchanged at 0.30%). Another advanttdgefofed
spread alternative is that loan convergtions for exampleto fix the interest rate or later
change theurrency of loan repayments) are embedded in theglemment, making them easy
for borrowers to accessileavoiding the need for derivatives accountingparting.

The variable spread adjusts every JanaadyJuly based on the cost of the underlying
funding for thesans. For example, the current variable spread infU$BOR -0.05%
reflects the cost of funding that has emmmulated to fund this pool of loans. As new
variablespread loans are cotitbed, requiring new fundingthre pool to replace maturing
funding, the average costloé pool will begin to reflect these more recestsover a period
of time Currently the variable spread alternative doe§f@rothe conversion options (to fix
the interest rate @hange the currency of repaymemtsaccesthese conversion optiomas,a
later datethe borrower can change from a variable spread to fixed spread, famchdethe
prevailing fixed spread based orréin@aining average repayinmaturity of the loan.
Borrowers can hedge the LIBOR portion of the lendiegseparately through a Master
Derivatives Agreement.

Why did the Bank change the spread for the fixed spread option over LIBOR for the
IFL during 20097

The Bank regularlgviews its projected funding costs and adjusts the IFL's fixed spread over
LIBOR to reflect the funding conditions it faces in the markets. This is a dynamic process and
changes, both higher and lower, are necessary as market conditions evolveh&é&ideal in

year as client demand for financing went up, the Bank increased the fixed spread over LIBOR to
reflect the increased cost associated with borrowing larger amounts from capitalatearkets.

when funding conditions for higjnade issuers impexV, the Bank reduced its projected

funding costs and passed it on to borrowers by decreasing the fixed spread over LIBOR.

Why is the Bank differentiating the pricing of IFLs with fixed spreads based on
average repayment maturity?

Borrowing at longer mattiescarries significant premiums, even for Afgranatioal
borrowers like IBRD. Maturityasedricing allows IBRD tbettermatch the projectezbst of
funding fixed spread IFLs and manafj@ancing risk. Differentiatitige price according to
matuity also gives the cliamhodoes not need a longeaturity loan the option to borrow at a
slightly loweprice.

Given the flight to quality in the markets, shouldn@ IBRD be able to raise money at
even better terms than before?

Widespread banking ®ra guarantee programswadjor governments have radically altered the
nature othe market segment in which supranationals like ¢pREteUntil midOctober

2008, the flight to quality causedh®ymarket crisis benefited IBRD and other supranational
issuers. However, after major governnaotmd the world announced government guarantee
packages for commercial banks and financial instituteomatit@mpt to reopen market access
and unfreeze thaterbank credit market, financial markets saw resetebf new issues by
banks with AAA sovereign guarant&hs. substantial increase in issuances at spreads
significanthabove LIBOR caused a general widening in spread$BO& for the entire AAA
sector, including supranationals.
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If the borrower selects automatic rate fixing, is a fee charged at every rate fixing?

No. If the Loan Agreement calls for automatic rate fixing, rates are fixed at no charge at the end
of each interest period. Automatic rate fixing can be requested at any time during the
disbursement period.

If the borrower has three tranches and decides to fix all three at one time, is a fee
charged for each tranche?

No. There is no transaction fee for the full amount of the loan for the entire maturity if this is
the first rate fixingSubsequent rate fixings, however, will bear a transaction fee. For additional
details on transaction fees, refer to Chapter V of this handbook, or visit
http://treasury.worldbank.org/Transaction fees may tesised from time to time by the Bank.

Can repayment terms be amended?
No. The World Bank does not amend repayment terms once a Loan Agreement has been signed.
What is the fixed spread applicable to a new IFL with fixed-spread terms?

| BRDO® s &dwiherebpest to theitial loan curremitibe that in effect at 12:01 a.m.
Washington, D.C. time, one calendar day before the signing date of the Loan Agreement. The
spread remains in effect during the life of the loan.

Where can | find IFL lending rates and spreads?

At http://treasury.worldbank.ongnder the Banking: Financing and Risk Management section.

D. Currency Pool Loans
Where can | find historical lending rates for CPLs?

At http://treasury.worldbank.ongnder the Banking: Financing and Risk Management section.

How is the prepayment premium calculated for a CPL?

This question can best be answered by an illustration. Let us assume that a busdaver wa
fully prepay the outstanding balance of USD 10 million under a-vateaptol loan that has
installments of USDrillion per semester. Further, let us assumefdnation in these
tablesat the time the prepayment request was receivedWyrideBank:

Basic Loan Information

Current value of the loan USD 11 million (USD 10 million plus
USD 1 million due)

Interest rate on the loan 6.5%
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Calculation of the Contractual Premium

Premium factor for maturities < 3 years ’ 0.18
Premium rate for maturities < 3 years ‘ 1.17% (6.5% x .18)
Premium amount for maturities < 3 years ‘ USD 70,200 (6 million x 1.17%)
Premium factor for maturities between 3-6 yrs 0.35
Premium rate for maturities between 3-6 years ‘ 2.275% (6.5% x .35)
Premium amount for maturities between 3-6 yrs ‘ USD 91,000 (USD 4 million x 2.275%)
Total premium per loan agreement ‘ USD 161,200 (USD 70,200 + USD 91,000)
Estimated Value/Carrying Value
Computed contractual premium ratio 1.47% (USD 161,200 / USD 11 million)
Estimated value of all variable-rate pool loans USD 34,628 million
Carrying value of all variable-rate pool loans USD 33,200 million
Premium over carrying value 4.30% (USD 34,628 million -
USD 33,200 million / USD 33,200 million)

In this example, the borrower will be charged the computed contractual premium of 1.47
percent as it is less than the premium over the carrying value of 4.30 percent.

Note: The carrying value of an IBRD loan is synonymousheitiook value of the loan and is
expressed in USD equivalent terms. IBRD loans do not have a secondary market; thus, the
estimated values of IBRD loans published in the World Bank's financial statements are used as a
proxy for their theoretical matdcmarket values

What is the difference between withdrawal outstanding and principal outstanding?
Withdrawal outstanding represents the U.S. dollar equivalent of total disbursements outstanding,

calculated at the historical exchange rate. Principaldintstarthe current U.S. dollar
equivalent, including exchange adjustments of the outstanding debt due to IBRD.

E. Guarantees

Where can | find information on different types of guarantees offered by the World
Bank?

Mor e i nfor mat i o npartahriski pargal cvédit; andlpehiggech guaiasntees
can be found atww.worldbank.org
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F. Graduation
What is a graduating country?

A graduating country is one in which lending is being phased auinei¢her in anticipation

of an agreed graduation program. Countries normally graduate from World Bank lending when
they have developed access to financing from other sources in sufficient volume and on
reasonable terms. The per capita income of a cisumésd as the basis for graduation.

G. Billing

When is the billing statement produced and sent to the borrower?

For loans that are billed semiannually, the billing statement is produced two months before the
semiannual due daeecified in the Loakgreement. The statement is sent to the borrower
approximately seven weeks before the due date. For other cases, the time gap between

preparation of the billing statement and the due date varies based on requirements indicated in
the Loan Agreement.

What happens if a due date falls on a weekend or a non-banking day?

The borrower will be requested to make the payment to the specified depository bank on the
next business day.

Can | obtain the billing statements electronically?

Yes, the billing statemeate posted on the Bank's Cli€onnnection website. Plegsad an
E-mailto clientconnection@worldbank.aogsign udor an electronic billing statement

H. Fees
When does the commitment fee start to accrue?

In accordance with a loan pricing reform, loans signed on or after September 27, 2007, are not
subject to any commitment charges or waivers. For loans signed before that date and not
converted to the new loan pricing, commitment fees begimue 60alays after the Loan

Agreement is signed. Once the loan becomes effective, the commitment fee is billed on the
undisbursed amount, on the interest payment date following the date of effectiveness. If the loan
does not become effective, the World Bafilnot bill the borrower for accrued commitment

fees.

The contractual commitment charge for IBRD loans is 0.75 percent per annum (excluding any
commitment charge waivers).
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How is the front-end fee calculated?

The borrower shall pay the Bank e-time, frontend fee in an amount equal to the femd
fee percentage indicated in the Loan Agreement. For instance, if the agreement indicates the fee
as 0.25 percent, an amount equalZbpercent of the amount of the loan is payable.

Is the front-end fee adjusted if the loan amount is reduced or canceled for any
reason?

If a loan is partially or fully canceled on or after effectiveness, no adjustment teehd feant
is made. This applies equally to loans disbursed in tranches. If a ttancké&e after
effectiveness, no portion of the fremd fee is refunded to the borroder.

Does IBRD amend the amortization schedule after a loan has been approved??

The World Bank generally does not amend existing repayment terms for any loahgaxcept w
(a) disbursement has been delayed or (b) extraordinary circumstances exist in the country or
project. In such instances, amendments are approved ohyaceasehasis.

What happens to a refund received by the World Bank under a closed loan or credit
account?

In most cases, the World Bank applies refunds relating to closed loan or credit accounts to the
borrowerds future debt service. I n deter mini
World Bank considesgverafjuidelines. These inde:

1 Amount of the refAmng.refund received by the World Bank that is equal to or less than 1
percent of the total amount disbursed may be applied to the next debt service on the
same loan or credit under which the original disbursement was made.

1 Amount due to the World Bank at the nexifdhe dzftend amount received by the
World Bank for a loan or credit is less than the amount due on the next debt service
payment date, the refund may be applied to the next debt service due undeoithat loan
credit.

1 Time lag between the value date of the refund and theynettddeadedant received
by the World Bank three months or more before the next debt service due date may be
applied to the next debt service due under that loan or credit.

If the borrower requests refunds to be handled differently from the three guidelines described
here, the request must be approved by the director of the Loan Department.

Does the World Bank charge interest on overdue loan charges?

No. However, the WorlBank charges interest on overpgltilecipalmounts, based on the
prevailing lending rate. In addition to this, IBRD charges an additional 50 basis points on the
principal overdue of loans signed on or after September 2dn@80the new pricing terms.

28SeeDP 3.10para. 8Fronend Featwww.worldbank.org
29SeeDOP 3.10para. 199mendment of Approved dedBB 3.10para. 10Changes to Approved Repayment Terms of
IBRD Loansatwww.worldbank.org
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How does a borrower become eligible for a partial waiver of interest charges?

Loans which are signed on or after September 27ag890@t eligible for the partial interest

waiver. This chandelowsthe new pricing of IBRD loans effective on thtg.deor loans

signed before September 27, 2007, a partial interest waiver is extended only to borrowers from
whom IBRD has received full and timely payments for a continuous period of sixAualbnths.
payment means that the borrower has paid all amdiaatdrbthis contexttimelpayment

means no more than 30 calendar days after the due date.

If a borrower fails to make a timely payment on any of its loans, all loans extended to that
borrower will be ineligible for a waiver until a new qualifyilogl jpéisix continuous months of

full and timely payments is established. Special Development Policy Loans (formerly known as
Special Structural Adjustment Loans) are not eligible for waivers of interest.

What happens when a payment is overdue for more than 30 days and 60 days?

As soon as a paymdr@come80 days overdue, no new loans and credits to the borrower (or to
the country, if the borrower is tpgarantor member country), will be presented to the Board

for approval, and any previously approvaasl@and credits will not be signed. In addition, the
borrower loses eligibility for any applicable waiver of interest charges on all its loans. If the
payment isverdudor 45 daysthe 3eday sanctions apply to all borrowers in the country,
disregardintheir loan performance status. An additional 50 basis points is charged on the
principalthat isoverdue 30 days or more on loans signed on or after September 27, 2007. For
both IBRD and IDA borrowers, when a payment is outstanding for 60 days or more,
dihursements to all borrowers in that country are suspended.

When does the World Bank place a country in non-accrual status?

A country is placed in natcrual status when a payment due under any loan or credit made to

or guaranteed by a member countrgiines overdue on its second consecutive payment due

date. The only exception is if the World Bank Management determines that the overdue amount
will be collected in the immediate future. Once a country is placedéotna status, interest
andchargegzac r ued but not yet received, are not r e
statements. During the time, the member remains-aceamal status, and interest income is

reflected in the financial statements only to the extent actually received.

In which currency are the bills paid?

Bills are paid in different currencies, according to the product:

IDA credits
In the currencgelected by the borrower, which is reflected in the bill.

IBRD Loans

Currency Pool Loadin EUR, JPY, or USD, as determingdhe Treasury Department.

Single Currency Pool Lodam EUR, JPY, or USD, depending on the currency chosen at the
time of conversion.

VariableoreadLoan and-ixedRateSngleCurrencyLoand in the currency of commitment.
FixedSread_oand in the wirrency of commitment.



World Bank Debt Servicing Handbook

Attachments

Attachment A - Prepayment of IBRD Loans

This attachment describes the terms that apply to prepayment for these types of IBRD loans:
1 FixedSpread Loans (FSLs) and figptead IBRD Flexible Loans (IFLS)
1 VariableSpread.oans (VSLs) and variasl@ead IFLs
1 FixedRate Single Currency Loans (FSCLS)
1 Currency Pool Loans (CPLS)
1 Single Currency Pool Loans (SCPs)

The treatment of IFLs is not covered separately as IFLs can either have a fixed spread (similar to
FSLs)oravaibl e spread (similar to VSLs) based on

1. Fixed-Spread Loans (FSLs) and fixed-spread IBRD Flexible Loans (IFLs)

IBRD may charge the borrower a prepayment premium to cover the cost of redeploying prepaid
funds®* The premiunis céculated as described in subsection (a) for any portion of an FSL or a
fixedspread IFL that has not been converted, and as described in subsection (b) for any portion
of an FSL or a fixespread IFL that has been converted.

(a) Prepayment of unconvertegbortions of FSLs and fixedspread IFLs

IBRD charges the borrower a prepayment premium equal to the discounted present value of the
differential between the fixed spread payable on the prepaid loan and the fixed spread in effect
for FSLs/fixedspread IFL# the relevant loan currency on the date of prepayment.

(b) Prepayment of converted portions of FSLs and fixesbread IFLs

If all or any portion of an FSL or a fixguread IFLhasbeenconvertedthe prepayment
premium will be calculated as the suthexfe components:

(i) A prepayment premium on account of the underlying floating rate FSL asyutdaddFL
outlined in subsection (a).

(i) An "Unwinding Amount®in connection with the early termination of any conversion. The
"Unwinding Amount” ishe markto-market value of any swap effected for the relevant
conversioff and can result in either a cost to the borrower (an additional amount payable by the
borrower to the Bank) or a gaithe borrower (subtracted from the amount to be prepaid or

30 A loan to a borrower may be funded by IBRD through a combination of debt and equity. ahercafcul
redeployment cost covers both debt and equity. If IBRD executes a market transaction or applies a screen rate to
effect a conversion, it does so only with respect to théudelt portion of the loan. Thus, for portions of FSLs

that have been ngerted, any calculation of redeployment cost has to be adjusted to include the redeployment cost
of the equityfunded portion. This is detailed in Section 1.(b).ii.

31"Unwinding Amount"” is defined in the General Conditions Applicable to Loan and Gueyeeeaeents for

Fixed Spread Loans.

32The Bank may have effected the relevant conversion by entering into a hedge transaction with a market
counterparty or by applying a screen rate (in the circumstances described in the Conversion Guidelines). In both
ca®s, an Unwinding Amount may be payable by either the Bank or the borrower as the Bank would have taken a
position to effect the conversion that would have to be reversed because of a loan prepayment.
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pad by the borrowery.
(iif) An equivalent percentage surcharge on anyfeqdiy portion of the loan to be prepaid.

(iv) A transaction fee, applied to the amount of the principal being prepaid (for transaction fee
information, see thEreasuryvebsitenttp://www.treasuryworldbank.oxg

2. Variable-Spread Loans (VSLs) and variable-spread IBRD Flexible Loans (IFLs)

The total spread on a VSLvariablespread IFlconsists of a contractual lending spfaad a

variable cost margin. This total spread is adjusted every six months based on the weighted
average cost margin of the debt allocated toarelivariablespread IFLsThe prepayment

premium is based on IBRD's redeployment cost of the prepaid fumdsd@ployment cost is
derived from the difference between the contractual lending spread of the prepaid loan and the
contractual lending spread for VSLs\anthblespread IFL#n the currency of the prepaid loan

on the date of prepayménithe net premnt value of the cashflows is computed by taking into
account current market rates and the total spread in effect for V8asaiespread IFL&n

the date of prepayment. Prepaid amounts are applied first to the latest maturities due on the
loan.

3. Fixed-Rate Single Currency Loans (FSCLs)

IBRD charges a prepayment premium based on the cost of redeploying the full amount of the
loan to be prepaid from the date of prepayment to the original maturity date. Under an FSCL,
IBRD enters into ratBxing swa transactions to provide the borrower with a fixed rate. IBRD
fixes the rate for the amount of the loan disbursed during a period througlfapeeiod,

ratefixing, swap transaction. Thus, an FSCL consists of multiple tranches, each with its own
fixedrate.

Upon prepayment, IBRD unwinds the +fateng swap transaction(s) it executed in connection

with the prepaymefitThe offmarketness of each riteng swap is used to determine the
redeployment cost of the full amount of the loan to be préd&RD enters into more than

one ratdixing swap transaction in connection with the prepayment, IBRD nets out any gains

and losses resulting from the unwinding of such swap transactions. The borrower pays IBRD the
net amount as the prepayment premiurweder, this is done with the provision that if such

netting results in a negative amount (that is, an amount due to the borrower), the amount is
deemed to be zero. Prepaid amounts are applied in the inverse order of the disbursed amounts

33The Bank will effect a market transaction or use@ns@te calculation either on the prepayment date or shortly
thereafter; it generally takes two business days to settle a swap.

34 As approved by the Board of Executive Directors from time to time.

35 Article 111, Section 3.04 of the General Conditiondagipe to VSLandvariablespread IFLsprovides that the

premium payable on prepayment of any maturity shall be an amount reasonably determined by the Bank to
represent any cost to the Bank of redeploying the amount to be prepaid from the date ehpteghgm

maturity date. Although the spread on the &Sfariablespread IFLincludes a variable margin adjusted every six
months on the basis of the weighted average cost margin of the debt allocateahtve&hlslespread IFLs

under current préices, the calculation of the redeployment cost derived from the difference in the variable margins
would result in a de minimis amount being payable to the Bank. This is equal to the difference in spreads for the
period from the date of prepayment uhtl hext interest payment date. As this amount is not likely to be

significant, under current practices, the difference in thend8ariablespread IFLs variable margin is not

included in the calculation of the prepayment premium.

36 The Bank will effe@ market transaction or use a screen rate calculation either on the prepayment date or shortly
thereafter; it generally takes two business days to settle a swap.
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under the loan. Endisbursed amount withdrawn last is prepaid first, and the latest maturity of
such disbursed amounts is also prepaid first. Within each tranche, the amount to be prepaid is
applied in inverse order of maturity.

4. Currency Pool Loans and Single Currency Pool Loans (CPL/SCP)

As indicated in Chapter V, IBRD provided an option to borrowers to convert the interest rate
basis for CPLs and SCPDs. For such converted loans, the prepayment premium is determined
based on market rates. In the case of CPLs anghotihiéwans that are not converted, this

process is used to determine the prepayment premium:

(a) Prepayment premium schedules for CPLs and SCPs are included in the Loan Agreements for
those loans. Premia are calculated in accordance with these sahedsia#yed here.

i. For CPLs and SCPs with a variable rate, the premium rate for each maturity being
prepaid is calculated by multiplying the current interest rate on the loan with the
appropriate factor from the "Premiums on Prepayment” scheddé_oath

Agreement. The computed premium rate is then applied to the appropriate maturity to
derive the prepayment premium for that maturity. Premia computed for all maturities
being prepaid are added to derive the total prepayment premium for the loan.

ii. As an illustration, assume a borrower prepays a veaialgeol loan with four

remaining maturities. Each maturity is US$1 million and the total prepayment is US$4
million. Assume that the current interest rate on the loan is 6.5 percent and the factor
from the "Premiums on Prepayment" schedule in the Loan Agreebn&®iTise

premium rate for the maturities being prepaid is (.065*.18) = .0117, or 1.17 percent.
Multiplying US$4 million by the premium rate of 1.17 percent produces the total
premium ofUS$46,800 for the loan.
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Attachment B - Prepayment Form

APPLICATION FORM FOR PREPAYMENT OF IBRD

LOANS

Country/Borrower:

Date of Request:

Proposed Prepayment
Date (must be at least 45
days after Date of

Reques)’ :
Loan Details:
- - For Partial Prepayments, please
Loan Loan Type (Please mark) E:lllc;t?gglrtt?;r indicate the following:
No.
CPL SCPL VSL FSL FSCL Prepayment Currency Amount %

(Use additional sheets, if required)

Notes:
1. CPL: Currency Pool Loans
SCPL: Single Currency Pool Loans
VSL: VariableSpread Loans
FSL: FixedSpread Loans
FSCL: Fixed Rate Single Currency Loan

2. No currency conversion facilities are currgnbeing offered on prepayments. All prepayme
are payable in the currency of the loan. CPLs are payable in any of the outstanding currern
the pool (or a combination thereof) in any proportion, as determined by the IBRD.

For Partial Prepayment d ESLs, specify Maturities to be prepaid * :

FSI;\II(;oan MaDt::gy Maturity Amount Maturity Amount to be Prepaid




