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EXECUTIVE SUMMARY

Recent economic developments and program implementation

Cameroon’s good record of macroeconomic performance continued during the first
annual program (October 2000-September 2001) under the new three-year PRGF
arrangement, and the structural reform process progressed further—albeit at a slow
pace. All the quantitative performance criteria for end-March and end-September 2001
were met, with the exception of the end-March 2001 performance criterion on net bank
credit to the central government and the benchmark for the floor on the reduction of
domestic arrears. Progress in implementing structural reforms slowed during the second
half of the first annual program. The performance criterion on the development of a
computer interface for maintaining the government payroll file updated and most of the
benchmarks were not observed. However, as a result of intensified efforts, many of these
measures are now in place.

The pace of economic activity was breadly in line with the envisaged real GDP
growth of 5.3 percent. However, the 12-month national consumer price (CPI) inflation
rate accelerated to about 3 percent on an average basis, driven by higher foodstuff prices.
Despite a small slippage during the final quarter, budgetary performance during the first
annual program as a whole was somewhat better than programmed, with the primary
surplus slightly larger than envisaged. Monetary developments showed a strengthening
of the country’s external position and a net repayment to the banking system by the
central government.

Progress in implementing institutional reforms and policies to strengthen revenue
mobilization has continued. However, progress in improving public expenditure
management and governance has remained slow, and there have been delays in the
implementation of the privatization program.

Elements of the second annual program (October 2001-September 2002)

The second annual program aims at consolidating the gains obtained so far, with a view
to (i) improving public expenditure management and governance; (ii) intensifying
efficiency-enhancing structural reforms, so as to create an environment conducive to
private investment and growth; and (iii) ensuring an efficient use of resources made
available under the enhanced HIPC Initiative.

Taking into account the less favorable external environment in the wake of the
September 11, 2001 events and the decline in oil production, the key macroeconomic
objectives of the second annual program are to (i) limit the annual average CPI
inflation rate to less than 3 percent; and (ii) contain the external current account deficit to
about 414-5 percent of projected GDP in fiscal-years 2001/02 and 2002/03. Real GDP
growth is now projected at 4.6 percent and 4.9 percent in these two years, respectively.



o The finalization of a broad-based participatory and good-quality PRSP is now
expected for May-June 2002. In the meantime, a PRSP Preparation Status Report has
been prepared and submitted to the Executive Boards of the World Bank and the IMF,
together with the JSA.

Issues highlighted in the staff appraisal

» Degpite the achievements so far, Cameroon’s medium-term ocutlook remains fragile,
especially in the context of a less favorable external environment and the steeper than
initially envisaged decline in oil output. Thus, for sustained economic growth and
lasting poverty reduction to materialize, it is crucial for Cameroon to consolidate
the gains in fiscal performance and the progress in structural reform, particularly in
non-oil revenue mobilization and the financial system; strengthen public expenditure
management; intensify efforts to improve governance, notably in the judiciary system;
and implement with no further delay the programmed core structural reforms.

» Enhancing non-oil revenue mobilization, notably by limiting tax exemptions and
reforming the income tax system, and improving public expenditure management are
critical for achieving fiscal sustainability and preserving macroeconomic stability over
the medium term. To this end, it is crucial to ensure effective implementation of the
action plan that has been recently adopted to introduce an integrated computerized
fiscal and accounting information system to manage government revenue and
expenditure by September 2003.

o Tt is also essential to effectively tackle the weaknesses in governance, notably in the
judiciary system, so as to help foster investor confidence. The reform of the
procurement system needs to be pursued and strengthened. Close adherence to the rule
of law and its effective implementation are prerequisites to strengthening further the
credibility of Cameroon and the prospects for sustained private sector investment.

¢ In the event oil prices were to fall below the program assumptions, an additional
financing gap could emerge. In light of the good record of macroeconomic performance
in recent years, and the policy stance of the second annual program, the staff will discuss
with the authorities at the time of the next review the possibility of an augmentation in
access of PRGF resources to cover part of the additional financing gap.

¢ The staff recommends that the Executive Board grant a waiver for the
nonobservance of the end-September 2001 performance criterion on the completion
of the development of the computer interface for the government payroll, complete
the second review, approve the second annual program under the PRGF
arrangement, and extend the Fund HIPC interim assistance through end-December
2002.



1. INTRODUCTION

1. Discussions on the second review under the Poverty Reduction and Growth Facility
(PRGF} arrangement and the second annual program (October 1, 2001-September 30, 2002)
were carried out in Yaoundé during October 24-November 7, 2001." In a supplementary letter
of intent to the Managing Director, dated December 28, 2001 (Appendix I), the Cameroonian
authorities indicate that the good record of macroeconomic performance during the previous
ESAF/PRGEF three-year arrangement continued, and the structural reform process progressed
farther, during the first annual program {October 1, 2000-September 30, 2001). They also
outline the objectives and policies for the second annual program and request a waiver for the
ncnobservance of the end-September 2001 structural performance criterion on the completion of
the development of the computer interface for the government payroll system, as well as an
extension of the Fund interim assistance period under the enhanced Initiative for Heavily
Indebted Poor Countries (HIPC) Initiative beyond end-December 2001. A status report on the
preparation of the full poverty reduction strategy paper (PRSP) has been prepared for
consideration by the Executive Boards of the Bank and the Fund in Januvary 2002.

! The Cameroonian representatives were the Minister of Economy and Finance; the two
ministers delegated for the Stabilization Plan and Economic Reforms and for the Budget,
respectively, in the Ministry of Economy and Finance; and several other senior government
officials. The mission met with the Prime Minister and the Minister of State-Secretary General
at the presidency. It also participated, as an observer, in the meeting of the national consultative
committee for the follow-up on the implementation of the HIPC Initiative held on October 26,
2001. The staff team consisted of Mr. Maciejewski (Head), Mr. Kpodar, Mr. Ndiaye, and

Ms. Zamora (all AFR), Messrs. Singh and Le Borgne (FAD), Mr. Loko (PDR), and Mr. Keller
(Fund Resident Representative in Cameroon). The mission was assisted by Mr. Nguenang,
Assistant Economist, and Mrs. Essia Ngang, Administrative Assistant, from the Resident
Representative’s office in Cameroon. Mr. Donovan, Deputy Director (AFR), met with the
Minister of Economy and Finance on November 5. The mission worked closely with a parallel
technical assistance mission on taxation from the Fund’s Fiscal Affairs Department (FAD),
headed by Mr. Benon, and a World Bank team, headed by Mr. Horton. Mr, Barro Chambrier,
Executive Director for Cameroon, and Mr. Kudiwu, Assistant to Mr. Barro Chambrier,
participated in several of the policy meetings.



II. RECENT ECONOMIC DEVELOPMENTS AND PERFORMANCE DURING THE FIRST
ANNUAL PROGRAM (OCTOBER 1, 2000-SEPTEMBER 30, 2001)*

2. The good record of macroeconomic performance continued, and the structural
reform process progressed further—albeit at a slow pace—during the first annual
program. Preliminary estimates suggest that the pace of economic activity was broadly in line
with the envisaged real GDP growth of 5.3 percent. However, the 12-month national consumer
price (CPI) inflation rate accelerated to about 3 percent on an average basis {versus a
programmed rate of 2 percent), driven by higher foodstuff prices following a drought in the
northern provinces and increased demand from neighboring countries (Figure 2). Budgetary
performance was somewhat better than programmed, with the primary surplus for the first
annual program slightly larger than targeted. Overrans in noninterest current expenditure3 were
more than offset by a better-than-targeted revenue performance and a lower-than-programmed
domestically financed public investment expenditure (Figure 3). Monetary developments
during the first annual program showed a significant expansion of bank credit to the
private sector, in line with the level of economic activity, and a net repayment to the
banking system by the central government of 1.3 percent of GDP (see paras. 2 and 4 of
Appendix I and Figure 4). Cameroon’s contribution to the improvement of the net foreign assets
position of the regional central bank (BEAC) further strengthened. Broad money increased by
17.3 percent by end-September 2001, reflecting mainly an increase in bank deposits.

3. Progress in implementing institutional reforms and policies to strengthen revenue
mobilization continued. In particular, the authorities pursued their efforts to reform the
customs administration, improve domestic tax administration and collection, and strengthen the
value-added tax (VAT). Use of the taxpayer identification number (TIN} at customs was
generalized; a special unit was created at headquarters to monitor and control exemptions; and
the security system of the customs computer network was made operational. In domestic
taxation, the taxpayer master file was expanded further by intensifying the process of assigning
a TIN to all economic agents. The regulatory agency for the modified procurement system
became operational; and the electricity company (SONEL) was privatized. The review of the

2 The Executive Board approved a new three-year PRGF arrangement (October 1, 2000
September 30, 2003) for Cameroon on December 21, 2000 in an amount equivalent to
SDR111.42 million (60 percent of quota) (EBS/00/255; 12/6/00). A first disbursement
equivalent to SDR15.92 million was made on Board approval, and a second disbursement of the
same amount was made following the completion of the first review in July 2001 (Tables 1

and 19). Cameroon’s outstanding use of Fund resources amounted to the equivalent of SDR
193.96 million (104.4 percent of quota) on November 30, 2001. Summaries of Cameroon’s
relations with the Fund and the World Bank Group are contained in Appendices II and III,
respectively.

? This small slippage (0.2 percent of GDP) occurred mainly in the final quarter of the first
annual program (July—September 2001), owing primarily to overspending on transfers and
subsidies and the wage bill.



automatic retail price mechanism for petroleum products was completed, and some progress was
made in the implementation of the rehabilitation plan for the Postal Savings Bank (see para. 3 of
Appendix I). However, progress in other areas of structural reform lagged, notably in public
expenditure management and governance. Also, despite intensified efforts by the government,
the privatization of the national water company (SNEC), the fixed telecommunications company
(CAMTEL), and the agro-industrial company (CDC) could not be completed as scheduled.

4. All the quantitative performance criteria for end-March and end-September 2001
were met with the exception of the end-March 2001 criterion on net bank credit to the
central government, which was missed because of unexpected delays in the privatization of
CAMTEL. It the same vein, all the quantitative benchmarks for the first annual program
were met, except for the floor on the reduction of domestic arrears, which was missed
because the government encountered difficulties in convincing small creditors to accept
securities in exchange for their claims (Tables 2 and 3).

5. Progress in implementing structural reforms slowed during the second half of the
first annual program. One of the two structural performance criteria for end-September 2001
(completion of the development of the computer interface for the government payroll system)
was not observed. This nonobservance was due to the unexpected technical difficulties (linking
of different existing softwares) encountered in rendering operational the four pilot sectoral sites
(Ministries of Economy and Finance, Education, Health, and Civil Service). Furthermore, most
of the structural benchmarks envisaged for the second half of the program year were not
completed (Table 4), owing to the complexities of some measures, which required more time
than envisaged for their implementation and to somewhat difficult coordination among different
public services. However, as a result of intensified efforts, many of these measures are now in
place.

III. KEY ELEMENTS OF THE SECOND ANNUAL PROGRAM
(OCTOBER 1, 2001-SEPTEMBER 30, 2002)

6. The authorities reiterated their commitment to economic reform, the timely and
full implementation of the PRGF-supported program, and the finalization of a fully
participatory and good-quality PRSP. They shared the view that actual implementation of the
second annual program would require continued fiscal discipline, a capacity to resist increasing
social pressures in the run up to the municipal and legislative elections expected in 2002, and a
renewed determination to focus on improving public expenditure management and governance.
The authorities also stated that, in order to ensure higher and sustainable economic growth in the
medium to long term, and, thereby, help to reduce poverty significantly, they would intensify
efforts to implement efficiency-enhancing structural reforms, so as to create an environment
conducive to private capital and investment. They concurred with the staff that, although
significant gains had been achieved to date, these were still fragile and easily reversible, and that
a solid foundation for raising the investment-GDP ratio (including through foreign direct
investment) had yet to be established. Finally, the authorities indicated their resolve to ensure
that the resources made available in the context of the enhanced HIPC Initiative would be used



efficiently to rebuild basic infrastructure and address the urgent challenges in education, health,
and rural and urban development.

A. Macroeconomic Prospects and Financial Policies Under the
Second Annual Program

Macroeconomic prospects

7. The second annual program has been designed in the context of an updated
medium-term framework (2000/01-2004/05),* building on progress made in recent years
and taking into consideration the less favorable external environment in the wake of the
September 11, 2001 events, the projected long-term decline in oil production,” and the
October 15, 2001 World Economic Outlook (WEQ) projections.® Real GDP growth rates have
been revised downward to 4.6 percent and 4.9 percent for fiscal-years 2001/02 and 2002/03,
respectively. The projected decline in 0il prices will result in a deterioration of Cameroon’s
terms of trade, which, combined with the long-term decline in oil output, is expected to have a
negative impact on both government oil revenue and national income. Real non-oil GDP
growth rates have also been revised downward to 5.0 percent and 5.5 percent in 2001/02 and
2002/03, respectively, (from 6.1 percent and 6.2 percent, initially), reflecting a weakening of
external demand and the delays in structural reform (Tables 5 and 6).

4 The key macroeconomic objectives of the government’s medium-term framework, as
described in the interim poverty reduction strategy paper (I-PRSP) (EBD/00/76; 9/19/00) and
the HIPC Initiative decision point document (EBS/00/194; 9/19/00), are to (i) increase the real
GDP growth rate to 6 percent by 2002/03; (ii) limit the CPI inflation rate to about 2 percent; and
(iii) contain the external current account deficit (excluding grants) at about 3—3Y2 percent of
GDP.

3 Oil output is projected at 39.3 million barrels in 2001/02 and 35.5 million barrels in 2002/03
(versus initial projections of 38.1 million and 37.7 million, respectively) and to decline further
by about 10 percent a year beginning in 2003/04. This decline reflects the long-term decrease in
production, as the major known oil fields are expected by both the oil industry and the
authorities to be depleted by 2010/11 and no major oil field discovery is in sight.

® Based on the latest WEO oil price projections (November 26, 2001), oil prices would be
US$3 per barrel less than projected in the October 15, 2001 WEO. (See para. 29 for the impact
on the program and the resulting financing gap).
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Cameroon: Selected Economic and Financial Indicators, 1999/2000-2004/05

1999/2000 2000/01___ 2001/02 2002433 2003/04 2004/05
Actual Prog.  Prel. Prog. Rev. Projections
prog.

(Annual percentage changes)

GDP at constant prices 42 54 5.3 5.5 4.6 4.9 5.2 5.4
Consumer prices {average) 08 20 2.0 2.0 29 2.5 2.2 2.0
Broad money (end of period) 18.8 103 13.0 8.8 9.7 6.5 6.1 8.3
(In percent of GDF)

Overall fiscal balance

Excluding grants L4 21 20 -0.6 0.0 0.7 -0.1 -0.4

Including grants 14 25 24 -0.1 0.5 -0.2 0.6 0.1
Primary fiscal balance 72 7.6 7.4 42 4.8 39 4.3 3.6
External current account

(incloding grants) -17 25 -2.7 -3.2 -4.4 -4.9 -4.5 -4.4

Within the updated medium-term framework, the main macroeconomic objectives of the second
annual program (October 1, 2001-September 30, 2002) are to (i) limit the annual average CPI
inflation rate to less than 3 percent; and (ii) contain the external current account deficit at about
4425 percent of projected GDP in 2001/02 and 2002/03 (see table above).

Fiscal policy stance

8. The authorities have reiterated their determination to adhere to a cautious fiscal
stance during the second annual program. The key budgetary targets for fiscal-year 2001/02
are to attain a primary surplus of 4.8 percent of GDP, and to maintain an overall fiscal balance
(on a commitment basis and excluding grants) (Figure 7). To this end, total expenditure for
2001/02 is projected to increase to 19.3 percent of GDP, from the 18.6 percent of GDP
estimated for 2000/01. The increase is driven by HIPC Initiative-related expenditure

(1.4 percent of GDP) and by a higher wage bill; together, these would allow for sclective new
recruitments in the context of the medium-term sectoral strategies in health and education and
for the gradual implementation of new statutes for the various professions within the civil
service. Transfers and subsidies will be limited to 1.8 percent of GDP, reflecting the
reduction/phasing out of the price subsidy for retail petroleum products (see para. 20).° Public

7 Fiscal year begins in July.

® With a view to maintaining social peace, the automatic petroleum retail price adjustment

mechanism, which was introduced in July 2000, has been capped at the equivalent of a crude oil

price of US$25 a barrel to limit the pass-through effect of higher world oil prices. As envisaged,
(continued)
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investment is targeted at 4.0 percent of GDP. Excluding expenditure financed through the
projected savings resulting from the enhanced HIPC Initiative, total expenditure would be
limited to 17.9 percent of GDP in 2001/02, compared with 18.6 percent of GDP in 2000/01.
On the revenue side, with the average oil prices for Cameroon projected at US$19.9 per barrel
in 2001/02 and at US$19.0 per barrel in 2002/03,” oil revenue would amount to 4.9 percent of
GDP in 2001/02 and to 3.3 percent of GDP in 2002/03 (Tables 8, 9, 10 and text table below).
Non-oil revenue is projected at 16.0 percent of non-oil GDP (see above text table) in 2001/02
and 2002/03, based on the projected non-oil GDP, a further strengthening of the tax and customs
administrations, and no further delays in implementing the programmed governance and other
key structural reform measures.

Cameroon: Fiscal indicators, 2000/01 - 2002/03

(In percent of GDP}
2000/01 2001/02 2002/03
Rev. prog. Est. Prog. Rev. prog. Proj.  Rev. proy
EBS/01/105 EBS/01/105 EB5/01/105
Total revenue 20.4 20.6 18.8 19.2 17.9 18.0
Oil sector revenue 6.8 6.9 4.7 4.9 3.4 33
Non-oil sector revenue 13.6 13.6 14.1 14.3 14.5 14.6
Tolal expenditure 18.4 18.6 18.5 19.3 18.7 1R.7
Primary expenditure 13.0 13.0 14.6 14.4 14.3 14.1
Current expenditure 11.3 11.4 12.0 11.9 11.8 IL.7
Domestic contribution to investment 1.7 1.6 2.7 25 25 24
Primary balance 7.4 7.5 4.1 4.8 3.6 39
Primary balance, excluding HIPC 7.4 7.5 3.3 0.2 4.9 5.2
Primary balance, excluding oil revenue 0.6 0.6 -0.6 -0.1 0.1 0.6
Overall deficit (commitment basis)
Excluding grants 2.0 2.0 -0.7 0.0 -0.8 -0.7
Including grants 2.4 2.4 -0.2 0.5 -0.3 0.2
Memorandum items:
Nominal GDP (In percent) 94 8.3 3.3 4.7 5.6 7.9
Nominal non-gil GDP (In percent) 8.5 6.6 10.2 10.6 8.5 10.1
Camcroon oil prices (US$ per barrel) 283 255 21.5 19.9 19.8 19.0
9. Improving public expenditure management will be at the core of the second annual

program. To this end, the deficiencies of the existing information system that monitors budget
execution are being addressed on an urgent basis, in line with the action plan developed with

the retail prices of premium gasoline and of gas oil were each raised by CFAF 10 per liter on
July 1, 2001. As projected world prices are below the threshold of US$25 per barrel, the need
for further subsidies should disappear during the second annual program.

? The program contains a built-in contingency mechanism to adjust for oil price fluctuations (see
technical memorandum of understanding (Appendix I, Annex I)). An oil price change of

US$1 per barrel is estimated, ceteris paribus, to result in a 0.2-0.3 percentage point of GDP
change in the external current account and in a 0.2 percentage point of GDP change in oil
revenue.
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FAD technical assistance (see para. 7 of Appendix I). Key steps scheduled for implementation
during the first half of the second annual program (October 2001-March 2002) include linking
the existing information system at the treasury with that at the budget department in the Ministry
of Economy and Finance (a performance criterion for end-March 2002). On this basis, the
action plan sets a path to migrate from the existing system to a fully integrated computerized
information system to manage government revenue and expenditure from the commitment to
the payment stage (chaine des recettes et dépenses publiques) by end-September 2003.

10.  In addition, actions are being taken by the government to strengthen internal and
external control of public finances. Specifically, the internal conirol process will be
reinforced, along the lines of the recommendations of the September 2001 FAD mission on the
treasury, and an action plan will be developed by end-March 2002 to ensure proper external
control of central government finances (through, notably, the introduction of an external audit
body (Chambre des Comptes) (see paras. 7 and 8 of Appendix I). Steps are also being taken to
(i) further enhance budgetary procedures and the quality of public expenditure; (ii) reduce the
supplementary period for closing the accounts of the preceding fiscal year; and (iii) improve the
coordination between the debt agency (Caisse Autonome d’ Amortissement) and the relevant
departments in the Ministry of Economy and Finance (including, notably, the treasury and the
budget department) (Box 1),

11. The government will also continue (o strengthen its capacity to mobilize non-oil
revenue through measures to enhance the tax and customs administrations. In line with the
recommendations of the October—November 2001 FAD mission on taxation, it will {i} soon
adopt a code of tax procedures (which was submitted to the National Assembly in November
2001}; (ii) establish a large-taxpayer unit to moniter and control tax liability for the 300400
largest taxpayers; (iii) reorganize the central administration along functional lines; and

(iv) improve the administration of the VAT and forestry taxation. In the customs area, the
implementation of the reform program will be pursued, in particular to strengthen the single-
processing window (guichet unique) for external trade and to ensure that the computer links
between the tax and the customs information systems are operational, so as to facilitate the
exchange of data between the two information systems. In addition, the physical and
documentary controls for the release of goods (prise en charge des marchandises) will be
improved, and the control system for exemptions and special-status tratfic (transit, bonded
warehouses (entrepdts), and temporary admissions) strengthened (see paras. 9 and 10 of
Appendix I.

12.  Furthermore, to help achieve its non-oil revenue targets, the government is
committed not to introduce any new tax and customs exemptions. In order to limit the
magnitude of the negative budgetary effects of the recently introduced measures, VAT
exemptions on computer material will be limited exclusively to computers and to the program
period. With regard to the exemptions to support the development of the press, a special unit,
comprising representatives from the Ministry of Communications and of the customs and tax
administrations, has been established to issue exemption certificates to eligible companies on a
case-by-case basis and in a transparent manner (see para. 11 of Appendix I). In addition,
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Box 1. Public Expenditure Management and Control

The original problems

Until recently, public expenditure management (PEM) exhibited important weaknesses. The main ones were the
following: (i) weak budget preparation and public accounting systems; (ii) excessive centralization at the level of the
Ministry of Economy and Finance, with spending ministrics insufficiently involved in the preparation of the budget; (iii)
numerous duplications of controls and tasks, leading to a very complex, nentransparent and inefficient execution of
expenditure; {iv) no guarantee that resources were allocated according to their intended goal (especially since the
accounting and the budget nomenclatures were incompatible); (v) important payments arrears and the inherent possibility
that new payments arrears could emerge without timely detection; and (vi) the fact that, overall, the computing systems
were obsolete and often not connected to one another.

Achievements to date and current status

The focus of the structural reforms in the PEM dorain has been on budget preparation, and execution and reporting;
notwithstanding recent improvements, reporting remains impaired due to deficiencies and inefficiencies in the
information systems pertaining to budgeting and accounting, as well as in the related computer systems.

The most important actions have focused on the following:

*  budget preparation and execution: (i) reorganizing the budget department to improve budget preparation;
(ii) revising the budget execution process and starting to streamline budget execution steps; (iii) revising the role of
financial comptrollers; and (iv) computerizing tasks and the budget execution information systems;

s budget reporting: (i) preparing budget execution reports by sectoral ministries; and (ii) preparing external financial
audits of key Ministries (especially of Education and Health);

»  treasury information system: production of more complete and timely treasury data (the quality of treasury balances
keeps improving),

»  reduction of domestic arrears {but not yet completed); and

s streamlining and simplification of procedures and controls at the central government level.

Overall, PEM still needs substantial improvement in the following areas: (i) data concerning the general government
operations are not comprehensive (local government information and administrative public agencies are not
consolidated); (ii) the functional budget classification is not yet implemented, and data on external resources are
incamplete; (iii) the current budget classification is limited, and the implementation of the new classification is still
pending; (iv) poverty reduction expenditures are not clearly identified, as the PRSP is not yet completed; (v} a medium-
term expenditure planning framework has yet to be implemented; (vi) the internal control process is not effective, and
internal reporting from line ministries shows substantial delays; and (vii) there is no effective external control in place.

Short- and medium-term measures

The following measures will be implemented in the short to medium term:

¢  implementation of a new budget classification,

*  [aster closure of budgetary accounts (through a reduction of the budget’s supplementary period};

s  implementation of a fully functioning integrated financial management system linking budget, financial control, and
the treasury, starting with the computer linking of the information system at the treasury with that of the budget
department in the Ministry of Economy of Finance;

¢ implementation in the medium term of multiyear expenditure projections in budget formulation; and

e  Improvement of internal control (especially regarding treasury inspection), as well as of external controt
(implementation of an independent external control body).
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exemptions to support the HIV/AIDS program will be restricted to those products that are
specifically required to ensure the detection of HIV/AIDS virus and treatment.

13. Domestic arrears will continue to be cleared in line with the multiyear settlement
plan in place. Taking into account the difficulties encountered in the securitization process and
following the completion of the additional verification of claims, the government is revising its
strategy, with the intention of paying most of the remaining claims in cash. The staff has urged
the authorities to complete, by April 2002, the census and validation of the government’s
obligations that may arise as a result of staff promotions/advancement and, where applicable,
assoclated fringe benefits. In the same vein, the staff has encouraged the authorities to improve
the exhaustivity of the domestic public debt, in particular those of the public enterprises and
local communities {(collectivités locales).

Monetary prospects

14.  The revised projections for 2001/02, which take into account recent developments,
including the impact of the September 11, 2001 events, on the terms of trade and the
balance of payments, aim at containing the reduction of Cameroon’s contribution to the net
foreign assets position of the regional central bank (BEAC). Consistent with the fiscal targets,
net bank credit to the central government is programmed to increase by CFAF 26 billion

(0.4 percent of GDP) during 2001/02. Credit to the private sector is projected to increase by
about 12 percent, in line with the expected level of economic activity, while broad money is
projected to expand by about 10 percent (Tables 11 and 12).

B. Creating an Environment Conducive to Increased
Private Sector Investment

15. In addition to the prudent macroeconomic policies and the expenditure
management measures envisaged above, emphasis will continue to be placed on a number
of policy actions aimed at stimulating private sector activity, enhancing the
competitiveness and efficiency of the economy, and boosting production (Box 2). In line
with the interim PRSP, these include, in particular, (1) measures to improve governance;

(i1) steps to further strengthen the domestic financial system; (iii) an acceleration in the
implementation of the privatization program (including in agribusiness) and of the reforms in
the petroleum sector; and (iv) the consolidation and deepening of structural reforms in the key
sectors of forestry and transport, in order to enhance job creation. The World Bank staff took the
lead in discussing issues relating to the petroleum, forestry, transport, and agro-industrial
sectors, social policies, and poverty reduction programs, and it consulted closely with Fund staff
in the areas of governance and financial sector reform.
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Box 2, Structural Conditionality
Coverage of structural conditionality in the current PRGF-supported program

As indicated in Table 4 of the staft report and Table 2 of the attached supplementary letter of intent (Appendix I),
conditionality in the current program focuses on the following arcas:

+  public expenditure management, including, notably, the setting up of a fully integrated information and
accounting system to manage government revenue and expenditure from the commitment to the payment stage—
chaine des dépenses, and the validation of the new budget classification;

+  civil service reform: including the development of a computer interface for the government salary file, to ensure
that the file remains current;

+ financial sector reform: including the rehabilitation plan for the Postal Savings Bank and completion of the bank
liquidation process; and

+ governance: technical audit of the judiciary system, review of the pending saisies-attribution cases, and
implementation of an external audit body (Chambre des Comptes).

In addition, there were three prior actions for the completion of the second review in the areas of public expenditure
management and governance (see paragraph 24 of Appendix I).

Structural conditionality in the above areas are critical for (i) the consolidation of macroeconomic stability, the improvement
of budgetary performance, and the credibility of the government fiscal policy; and (ii) the creation of an environment
conducive to increased private investment, enhanced growth prospects, and significant poverty reduction.

Status of structural conditionality in the previous PRGF-supported program
All the measures that were programmed in the previous arrangement have been implemented (Box 1| of EBS/00/253
¢12/6/00) and Table 3 of EBS/00/90 (5/23/00)).

Structural areas covered by World Bank lending and conditionality

At present, IDA structural conditionalities pertain only to the third structural adjustment credit (SAC I1I), which has four
floating tranches (sector specific):

»  Privatization tranche 1. This tranche was released in June 2000 following the issuance of invitations to negotiate
to the successful bidders for the first group of companies to be privatized: BICEC (commercial bank), CAMSUCO
(sugar company), SOCAPALM (cil palm company), SOCAR (insurance company}, SNEC (water company), and a
second mobile telephone license. All transactions have been concluded, except for SNEC.

s Privatization tranche 2. This tranche will be released following the issuance of invitations to negotiate to the
successful bidders for the remaining companies to be privatized: CNR (national reinsurance company), SONEL
(electricity company), CAMTEL (tclecommunications company), and CDC (agro-industrial company). All
invitations have been issued, except that for CDC (tea estate only), which may be issued in early January 2002.

»  Forestry tranche. This tranche is expected to be released over the period March—June 2002, once the related
conditionalities have been satisfied, these include, in particular, the revision of the statutes of the National Forestry
Development Office (ONADEF), resource taxation, the implementation of forestry management plans, and
community forests.

¢ Transport tranche. This tranche will be released, following the completion of the reforms pertaining to
(1) institutional and regulatory reforms; (1i) privatization of all commercial, industrial, and selected port
services; and {iii) reduction in clearance delays at the port of Dovala. Tranche release is unlikely before July 2002.

Structural areas covered by the HIPC Initiative completion point conditionality

»  Macroeconomic reforms: satisfactory implementation of the new PRGF-supported program and SAC II.

+  Governance: effective use of the enhanced HIPC Initiative resources; judicial reform (implementation of the
Chambre des Comptes and of the Conseil Constimtionel); public procurement system reform; publication of
budget tracking exercises; and beneficiary assessments in cducation and health and implementation of their
recommendations.

»  Privatization, forestry, and transport (See World Bank conditionality under SAC III above).

Other structural conditions

European Union: grant assistance conditionality covering some tax administration reforms and internal and external
audits of existing public expenditure controls.
No other relevant structural conditions are included in the current program.
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Measures to improve governance

16.  The government is determined to speed up the implementation of the measures
programmed to improve governance.'” The technical audit of the judiciary system will be
launched in early January 2002 (as a prior action), in line with the terms of reference agreed
with the IMF and the World Bank. The authorities have also started to investigate the existing
cases of saisies-attribution,'! and corrective actions, including sanctions as appropriate, will be
taken. They will also formulate proposals to amend existing legislations and other legal
provisions, with a view to preventing the emergence of new cases of saisies-attribution (see
para. 13 of Appendix I). Moreover, efforts will be intensified to, notably, (i) render the General
Inspection Office of the judiciary system operational, so as to enhance control over the judges’
actions; and (i1} promulgate the Cameroonian laws in line with the Uniform Acts of the
Organization for the Harmonization of the Business Law in Africa (OHADA ), as detailed in
para. 13 of Appendix I.

17.  Additional steps will also be taken to improve transparency and accountability in
public sector management and to combat corruption. These include, in particular, (i) the
completion of the audit by an internationally reputed independent firm of the government
procurement contracts in fiscal-year 2000/01, by end-March 2002; (ii) the posting on the
government’s website of the priority action plan of August 2000 for improving governance and
combating corruption; and (iii) the adoption of an action plan, before end-March 2002, for the
implementation of an audit body for the external control of the states finances.

% The mission worked closely with a World Bank team on governance in reviewing progress in
implementing measures included in the government’s governance strategy. The two teams
concluded that progress had been slow and urged the authorities to accelerate the pace of
implementation of the measures envisaged for improving governance and reducing corruption.
These are crucial to creating an environment conducive to high private investment, sustained
high economic growth, and poverty reduction. A comprehensive report on governance is being
completed by the World Bank, which will serve as a basis for a box on governance to be
included in the next staff report.

' The banking sector complained about some judicial court decisions (including, in particular,
the saisies-attribution, that is, the execution of a judiciary order under which a person’s money
in possession or under control of another entity (e.g., a bank) is applied to the payment of debt
owed to a third party), the imposition of excessive penalties (astreintes), and the limited
recourse to appeal, which affect the sector’s activity and profitability. These issues were
discussed at the November 21, 2001 meeting of the Conseil National de la Magistrature (the
highest organ of the judiciary branch chaired by the President of the Republic) and a number of
actions to address these problems have been announced or taken (including reassignment of
magistrates to different localities).
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Measures to strengthen the financial sector

18.  Completing the implementation of already committed measures in the financial
sector, in line with the recommendations of the Financial Sector Assessment Program
(FSAP) of May 2000, is another important element of the second annual program. Actions
to be completed include, in particular, (i) implementing the plan for the financially troubled
state-owned Postal Savings Bank; (ii) closing the processing of the registration requests (dossier
d’agréement) of the savings and loan cooperatives (COOPECs); (iii) supporting the ongoing
work on the preparation of a regulatory framework for microfinance; (iv) completing the bank
liquidation process run by the Societé de Recouvrement des Créances (SRC); and (v) pursuing
the ongoing work on reforming the payments system undertaken with the assistance of the
World Bank and the IMF. These actions are in addition to those implemented to resolve the
difficulties that some of the commercial banks are facing as a resuit of certain judicial court
decisions taken against them (see para. 16 above). Finally, the authorities will continue to
support the implementation of the single commercial bank licensing system and of the new
foreign exchange regulations within the Central African Economic and Monetary Community
(CEMAC) (see para. 23 of Appendix I).

Privalization program

19.  The government reiterates its commitment to complete, within a reasonable time
frame, the privatization of the two remaining public utility companies (CAMTEL and
SNEC), so as to ensure the provision of better services and to support increased investment,
growth, and poverty reduction. A final agreement on the SNEC is expected to be reached with
the successful bidder by end-December 2001. With regard to CAMTEL, as it failed to reach an
agreement with the interim adjudicator, the government turned to the second bidder, which has
until January 2002 to submit a final offer.

Other structural reforms

20.  In the petroleum sector, the authorities will ensure that the provisioning by the national
oil company (SNH) to cover the rehabilitation costs of depleted oil wells (remise en érat des
sites) is made on a regular basis. In addition, the bidding process for the sale of the shares held
by the petroleum storage facility (SCDP) on behalf of the government 1s to be launched before
end-May 2002, so as to transfer these shares to the private sector, which will thereafter manage
the SCDP. The authorities indicated that the recommendations contained in the action plan to
redefine the role of the SNH would be implemented. Specific measures are currently being
formulated, in particular, to (i) revive investment in hydrocarbon exploration and production
through the provisions of a new petroleum code and a new gas code (the latter is currently being
reviewed by the World Bank}); (ii) liberalize the import and distribution of refined petroleum
products; and (iii} redefine the roles of the private and public sectors in the oil industry. Should
oil prices increase over the threshold of US$25 per barrel, the authorities confirmed that they
would adjust upward the prices of premium gasoline and gas oil, as appropriate, and consistent
with the automatic petroleum retail price mechanism, to prevent the reemergence of petroleum
subsidies (see para. 8 above).
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21. A number of specific reform measures have been formulated in the transport,
forestry, and agro-industrial sectors, in close consultation with the World Bank, with a
view to improving competitiveness and creating job opportunities. In the air transport
sector, a comprehensive evaluation of the national airline company (CAMAIR) will be
conducted by May 2002 and an advisor recruited by end-September 2002 to launch the
privatization process. Reforms in the port sector will be pursued, based on the action plan that
has been put in place, in line with the ongoing customs reform. These include, notably,

(1) adequate financing of the autonomous Port of Douala, (ii) liquidation of the former Office
National des Ports du Cameroun (ONPCY); and (iii) implementation of measures for the
reduction of clearance time of containerized merchandise to seven days for imports and two
days for exports, in the port of Douala. In the forestry sector, in addition to the measures to
mobilize forestry receipts (see para. 11 above), a number of other reforms (including the
restructuring of the National Forestry Development Office (ONADEF)) will continue to be
implemented. In the agro-industrial sector, the authorities have reiterated their determination
to move forward with the privatization of the remaining agro-industrial enterprises, including
the cotton company (SODECOTON) and the CDC (para. 19 of Appendix I). The World Bank
has urged the authorities to adhere strictly to the agreed measures and to avoid any further
delays in implementing them.

C. Balance of Payments Outlook and External Sector Policies

22. The authorities are determined to continue implementing the prudent policies and
efficiency-enhancing reforms, as discussed above, while benefiting from debt relief, to
enhance external competitiveness and growth prospects. Revised projections, based on the
October 15, 2001 WEO, a less favorable external environment, and the projected decline in oil
production and exports, point to a gradual deterioration of Cameroon’s external position. The
volume of non-oil exports is expected to increase at an average annual rate of some 3%z percent
over the medium term (see Tables 13 and 14 and Figure 5). A stronger export performance
would necessitate a further diversification of the export base and enhanced regional integration
within the CEMAC. The growth of real imports would slow to 3 percent on average over the
medium-term period, as a result of the reduction in investment related to the construction of the
Chad-Cameroon pipeline; this decline would be only partially offset by some increase in private
consumption and the utilization of budgetary savings resulting from the enhanced HIPC
Initiative. The capital account is projected to turn positive during the program period. This
projection is based on (i) larger inflows of private capital in the context of the privatization
program and increased foreign direct investment—assuming a satisfactory resolution of the
saisies-attribution problem (see para. 16 above); and (i1) increased mobilization of official
project loans. Taking into account both traditional and HIPC Initiative debt relief, the remaining
financing gap in 2001/02 (8.8 percent of GDP) is expected to be covered through the envisaged
London Club operation. For 2003/04 and 2004/05, the financing gaps are to be covered through
debt relief under the enhanced HIPC Initiative following the completion point, which the
authorities expect to reach before end-December 2003.
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23.  With regard to external debt restructuring, negotiations are ongoing with Paris
Club creditors following the agreement of January 24, 2001 (Tables 15 and 16 and Figure 6).
The government has requested that the deadline for signing the bilateral agreements with the
Paris Club creditors be extended through end-March 2002.'2 With regard to commercial debt,
the official launching of the London Club operation took place in Paris on May 23, 2001, when
the authorities presented a settlement offer to buy back all external commercial bank debt and
uninsured supplier and trade credits. While the commercial banks’ counteroffer of July 2001 is
significantly different from the government proposal, negotiations are expected to be completed
in March 2002. The authorities are preparing a new offer to be submitted to the commercial
creditors by early 2002. The government indicated that it would ensure that the terms under all
the agreements with non-Paris Club creditors were at least as favorable as those obtained
recently from the Paris Club under the enhanced HIPC Initiative. On October 11, 2000, the
Fund approved interim assistance under the enhanced HIPC Initiative of SDR 2.9 million up to
December 31, 2001, covering 37.3 percent of each repayment obligation falling due until
December 31, 2001. The government requests further interim assistance of SDR 0.29 million 1o
cover the period January 1, 2002 to December 31, 2002. This amount would cover 16 percent of
each repayment obligation falling due during the period.

24, Cameroon has had a generally good record of servicing its debt to the Fund in
recent years. As suggested by the projected low levels of debt-service payments to the Fund
relative to exports and government revenues, Cameroon is expected to continue to meet its
future financial obligations to the Fund in a timely manner (Tables 18 and 19).

D. Poverty Reduction and Social Policies

25.  The main focus of the government’s social policies is to ensure that strengthened
economic performance translates into tangible results in terms of job creation, poverty
reduction, and a genuine improvement in the economic welfare of the population as a
whole. To this end, the authorities have started to strengthen the technical and administrative
capacities of several sectoral ministries in the priority sectors of health, education, and urban
and rural development, with assistance from the World Bank and other donors. A first series of
programs and projects to be financed through budgetary savings resulting from the enhanced
HIPC Initiative was adopted on October 26 and on December 6, 2001, for a total amount of
CFAF 35 billion (0.5 percent of GDP). At the same time, the government is pursuing the
preparation of a quality PRSP, by following an enhanced participatory approach and drawing
extensively on the results of the available sectoral strategies (hcalth and education), the ongoing
houschold consumption survey, and other pertinent analytical and empirical studies (Box 3).
The fully participatory PRSP is now expected to be finalized by June 2002. In the
meantime, a PRSP Preparation Status Report has been prepared and submitted to the Executive
Boards of the World Bank and the IMF, together with the Joint Staff Assessment (JSA).

12 Bilateral agreements were signed with Japan, Austria, and Canada; negotiations are ongoing
with the other creditors. Regarding non-Paris Club bilateral creditors, agreements were reached
with China and Koweit.
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Box 3. Poverty and Social Impact of Programmed Measures

The 1996 survey on houschold living conditions show that about half of Cameroon's population is below the poverty line.
According to this survey, there are big disparities between poor households and those that are better off. Some 93 percent of
the working poor hold jobs in the informat sector, while the figure is 62 percent for non-poor people who work. While among
poor houscholds, only one-fourth have access to safe water, and less than one percent have electric light, these figures are

70 percent and 24 percent, respectively, for richer households.

The social impact of policy measures is based on their effects on employment, prices, disposable income, credit, and
accessibility to social services. In this regard, fiscal measures affect mainly disposable income, prices, and accessibility to
social services. The measures aimed at creating an environment conducive to private investment affect mainly employment,
prices, and credit,

In the fiscal policy area, three sets of measures are contributing to the fight against poverty. First is the contribution fiscal
policy can make to a stable macroeconomic environment over time by limiting the overall budget deficit. Second, in the
light of the structural decline in il production in Cameroon, the focus on strengthening non-oil revenue, governance, and
structural reforms leading to efficiency gains, reinforces the medium- to long-term sustainability of public finances and,
thereby, the overall stability of the macroeconomic environment—a necessary condition to structurally reduce poverty. Among
the key structural reforms that contribute to increase the sustainability of public finances and that have a direct bearing on the
welfare of the poor, reforms of public expenditure management and control (sce Box 1) are playing a critical role. Indeed,
these reforms have a focus on priority sectors, such as cducation and health; they improve the budget process by increasing
transparency and accountability of public expenditure (which should contribute to reducing fraud and corruption); and they
help increase the allocative efficiency of expenditure targeted at the poor. The establishment of a road fund, aimed at
rehabilitating and consolidating the road network, also contributes to increasing the welfare of the poor. In the tax policy area,
the government is working on two reforms (personal income tax and property tax) that will increase the progressivity of the tax
system and, therefore, benefit low-income individuals. Third, in the short term, specific fiscal measures targeted at the poor
have been introduced. These include subsidies on kerosene, which is predominantly consumed by low-income households,
and the exemption or low taxation of basic items that are consumed by the poor, such as food and medicine. Finally, the
establishment of a settlement plan by the government to repay its domestic arrears, most notably, salary arrears, enhances the
welfare of low-carning individuals.

The policies aimed at stimulating private sector investment, enhancing the competitiveness and efficiency of the
economy, and boosting non-oil activities have a direct effect on job creation, the reduction of prices, facilitation of
credit, and improvement of the accessibility to social services. In this regard, the improvement in governance, and in
particular the fight against corruption and fraud, is expected to stimulate the confidence of private investors. The strengthening
of the financial system promotes credit to the private sector, which, in turn, fosters overall growth and employment. The
development of microfinance and the rehabilitation of the Postal Savings Bank are two other important steps in the fight
against poverty. The privatization program undertaken by the government is expected to have an important and direct impact
on the welfare of the poor. Privatization aims at both increasing the production and expanding the scope of basic services vital
to the poor and helps enhance efficiency. Such services include the provision of clean water (the ongoing privatization of the
water company, SNEC) and electricity (the privatization of the electricity company, SONELY); as regards SONEL (which has
already been privatized), efforts are being made to limit labor shedding and compensation packages are being negotiated. Also,
the privatization of the agribusiness sector is expected to be instrumental in enhancing the participation of the private sector in
the management and production of agricultural products. Finally, the consolidation and deepening of structural reforms in the
forestry and transport scctors will enhance job creation and improve the accessibility to social services.




-21 -

26.  Budgetary savings from the debt relief under the enhanced HIPC Initiative have been
deposited into a special account opened at the BEAC, in the context of the ring-fencing
mechanism that has been worked out for the use of these savings.'? The government reiterates
its determination to ensure that the use of available resources is closely monitored and remains
consistent with the ongoing efforts to improve public expenditure management and the
orientations specified in the October 2000 decision point document. To this end, the national
consultative committee for the follow-up of the implementation of the HIPC Initiative, which
became fully operational on October 26, 2001, will hold meetings on a regular basis.

E. Request for a Waiver, Program Monitoring, and Review

27. The government has requested a waiver for the nonebservance of the end-
September 2001 structural performance criterion on the completion of the development of
the computer interface for the government payroll. This performance criterion was missed
owing to unexpected technical difficulties encountered in rendering operational the four pilot
sectoral sites (Ministries of Economy and Finance, Education, Health and Civil Service). After
the authorities intensified their efforts, the connections between these sites were completed, and
the interface became operational on December 10, 2001 (a prior action).

28. To monitor policy implementation under the program, a number of quantitative
benchmarks for end-December 2001 and quantitative performance criteria and
benchmarks for end-March 2002 have been specified in Appendix I, Table 1. Indicative
targets are also set for end-June and end-September 2002.' The program will continue to
contain a built-in contingency mechanism for the adjustment of the quantitative benchmarks and
performance criteria to take into account deviations from the program’s assumptions relating to
oil prices, external program assistance, and debt relief (see technical memorandum of
understanding (Appendix I, Annex I)). In the same vein, given the uncertainties surrounding the
implementation of the privatization program, the related receipts are excluded from the
definition of the ceiling on net bank credit to the govemment. If the privatization receipts were

13 To ensure an efficient use of budgetary savings under the enhanced HIPC Initiative and their
adequate monitoring, the mechanism put in place has maintained the main features that were
described in Box 2 and Appendix I of EBS/00/255; 12/6/00. The balance of the special account
amounted to CFAF 54 billion on December 26, 2001, including CFAF 18 billion from bilateral
creditors debt relief.

'* In the second year of the PRGF arrangement, the following three disbursements are expected
to take place: the third disbursement under the PRGF arrangement in an amount equivalent to
SDR 15.92 million, will be available upon completion of the second review under the
arrangement (based on end-September 2001 performance criteria); the fourth disbursement
(SDR 15.92 million) will be available upon completion of the third review (based on end-March
2002 performance criteria); and the fifth disbursement (SDR 15.91 million) will be available
upon completion of the fourth review (based on end-September 2002 performance criteria).



-2

to materialize, the government will agree with Fund and Bank staff on the specific use of these
resources. In addition, a number of reform measnres will serve as structural performance
criteria and benchmarks for the first half of the second annual program, as detailed in
Appendix I, Table 2. The third review under the PRGF-supported arrangement will focus on
public expenditure management, budgetary non-oil revenue performance, customs and tax
administration reform, detailed strategies in the poverty reduction-related priority sectors,
further advancement in the preparation of the full PRSP, and progress in governance.

F. Risks to the Program

29.  Two main factors—a further deterioration in the external environment and the
potential pressures related to the npcoming municipal and legislative elections in 2002—
constitute significant risks for the objectives and the implementation of the second annual
program. With regard to the external environment, the weakening of external demand in the
wake of the September 11 events and the deterioration in the terms of trade have been taken
into account in designing the second annual program. Thus, rcal GDP growth has been revised
downward by about 1 percentage point and the current external account has been projected to
worsen by about around 134 percentage points of GDP, compared with the initial
projections(EBS/01/05; July 2, 2001)." As a result, an additional financing gap of 1% percent of
GDP is projected for 2001/02. The gap 1s programmed to be financed up to Y2 of 1 percentage
point of GDP by an additional fiscal adjustment (through a stricter control of non-essential and
non-poverty-related expenditure and improved mobilization of non-oil revenue), and the
remainder by a reduction in Cameroon’s contribution to the foreign assets of the BEAC (which
has reached a comfortable position). However, there would be no room for further fiscal
adjustment and/or a larger drawdown of the regional central bank reserves if o1l prices were to
fall below the program assumptions (October 15, 2001 WEQ) and/or in the event of a further
weakening of external demand. In this context, an alternative scenario was designed (see table
below) based on the latest WEQ oil price projections (November 26, 2001) which assume a
decline of US$3 per barrel compared with the program assumptions. This would result in a
widening of the gap by an estimated CFAF 63 billion (1 percent GDP) for the second annual
program, which would require additional external financing. In these circumstances, and taking
into consideration the strength of the program, the staftf would discuss with the authorities at the
time of the next review (May 2002) the possibility of an augmentation of access to PRGF
resources'® to cover part of the additional financing gap that would emerge if the lower oil
prices were to materialize.

' These projections already took into account the anticipated increase in oil production for
2001/02 (39.3 million barrels versus 38.1 million barrels, initially), which helped to partially
offset the impact of the decline in oil prices on the external current account and government oil
revenue.

' At the time of the original program design, access under the new PRGF arrangement was
limited to 60 percent of Cameroon’s quota, as a favorable international environment was
perceived to have reduced the country’s financing needs.
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Carrervon: Sensitivity Ancdysis, 2001/02-2003/04
{Baseline and alicmative scenanios)

EERIY A020T O
Basclne scenano Al Scendno Basehne scenuno All S0 aseline Seenann Al scenano

(Annual peroentage changes)

GDP ar constark [wices 46 46 49 44 32 52
Consumer prices {averag) 29 29 25 23 22 22

(In percent of GDP, unless atherwise indicared)

Exponts 203 19.1 188 18.3 17.9 17.9

Ol expouts i 74 69 G4 55 35
[erpaonts 18.3 18.3 180 18.0 17.6 176
Cunent accim balance

Including granes 4.4 -5.4 4.9 55 45 46
Toral revenue 9.2 184 183 i72 179 115

Ol sector revenue 4.9 41 33 28 27 26
Total expenditare 17.8 17.8 174 174 169 169

Primary expenditue 14.4 144 14.1 14,1 136 136
Prinmry batance, excuding HIPC 62 54 32 45 54 30
Primay halanaz, excluding ol .1 0.1 (6 04 13 13
Onerall deficit, conunimeny basis

Excluding grants 0o 09 07 -1.5 41 0%

Inciuding grants 03 03 N2 09 06 02
Financing gap (billions of CFA) 380 636 0 50 155 184
Meoorandun items:
WEO ol prices {(USS per harrel) ne 200 20.5 19.3 19.5 14.5
Caeroon oi prices (USH per bunel 1.9 170 19.0 17.8 18.0 18.0

Sourcey: Cameroonian aithorities; and staff estimates and pjections.

30.  Some slippages in budgetary expenditure could occur with an increase in social and
political pressures in connection with the upcoming elections. The staff urged the authorities
not to be complacent in this area and to renew their vigilance and exert continuous fiscal
discipline in the execution of the 2001/02 budget. In such circumstances completion of the third
review would require that the adjustment be tighter-than-currently envisaged to meet the HIPC
Initiative completion point requirements.

IV. STAFF APPRAISAL

31.  Macroeconomic developments during the first annual program under the three-
vear PRGF arrangement remained good. This performance reflected continued adherence to
a generally prudent fiscal stance, improved policy credibility, and the boosting effects of the
Chad-Cameroon pipeline construction, and was also helped by a favorable external
environment. Despite the pressures resulting from a drought in the northern provinces, inflation
was maintained at a low level. Cameroon’s contribution to the net foreign assets position of the
regional central bank (BEAC) strengthened substantially. Fiscal performance was in line with
the first annual program targets, notwithstanding some slippages during July-September (the
final quarter of the year) caused in part by pressures on transfers and subsidies and the wage
bill. Overall, however, progress in governance and structural reforms during the second
half of the first annual program was mixed, as evidenced by the nonobservance of the
structural performance criterion on the completion of the development of a computer interface
for maintaining the government’s payroll file updated and of most of the structural benchmarks.
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32, The achievements on the macroeconomic front and the renewed efforts to
implement governance and other structural reform measures since September 2001
deserve credit. However, the country’s overall program performance remains vulnerable to
external shocks, as evidenced by the recent weakening of the terms of trade and foreign demand
in the wake of the September 11 events. The medium-term outlook also remains fragile, with a
steeper than initially envisaged decline in oil output in prospect. Thus, for sustained economic
growth and lasting poverty reduction to materialize, it is crucial for Cameroon to consolidate the
gains in fiscal performance and the progress in structural reforms achieved so far, particularly in
the areas of oil and non-oil revenue and the financial system; strengthen public expenditure
management; intensify efforts to improve governance, notably in the judiciary system; and
implement with no further delays its programmed core structural reform measures.

33. The authorities have reaffirmed their endorsement of these priority policy and
reform goals, including at the highest level, and have stated that these continue to guide
the actions of the government. They are fully aware that policy implementation will need to be
sustained with increased vigilance, especially in the difficult run-up to the next round of
municipal and national elections in 2002, and in view of the uncertainties surrounding the
endorsement of these policies by the civil society at large. They are hoping, however, that the
ongoing broad-based participatory process, which is underpinning the preparation of the full
PRSP, may help dissipate some of these uncertainties.

34, In the fiscal area, the authorities have reiterated their determination to adhere to
the cautious stance that, overall, they have been able to follow so far. They are fully aware,
however, that, in order to achieve the program budgetary targets they have set for the second
annual program, two policy priorities need to be implemented on a timely basis and with strict
adherence to both their spirit and substance. These are, first, enhanced non-oil revenue
mobilization, including, notably, limiting strictly tax exemptions, and, second, effective
public expenditure management. The authorities’ reiterated intention to reduce the scope of
the tax and customs exemptions and make them time bound is reassuring. Also, the initial steps
taken in reforming the income tax system and property taxes are promising. The recent adoption
of a clear action plan to introduce an integrated computerized fiscal and accounting information
system to manage government revenue and expenditure by September 2003 is welcome. The
staff hopes that the initial steps of this plan, including, notably, budget classification and linking
the information system at the treasury with that in the budget department in the Ministry of
Economy and Finance, will be implemented as scheduled and consistently with the
recommendations of the Fund’s Fiscal Affairs Department and donors. While recognizing the
inherent technical difficulties there are in putting in place new public expenditure management
procedures, the staff urges the authorities to accord the necessary political support, which has
not always been the case until recently despite the urgency of the need and the extensive
technical assistance provided. The recent renewed efforts are encouraging, but this is an area
where substantial and sustained progress in enhancing efficiency is still called for.
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35.  Fiscal expenditure is budgeted to rise in 2001/02, as projects financed by savings
resulting from enhanced HIPC Initiative assistance start to be implemented. Proper
account should be taken of the absorptive and project design capacity constraints, The
experience gained to date in this area is encouraging and should be pursued. The staff supports
the authorities” decision to launch only those projects that have been endorsed by the national
consultative committee for the follow-up of the implementation of the enhanced HIPC Initiative
that became fully operational in October 2001.

36.  The Cameroonian authorities are now tackling effectively the weaknesses in
governance. They have started to investigate the existing cases of saisies-attribution, and will
launch in early January 2002 the technical audit of the judiciary system. The purpose 1s to
formulate recommendations for corrective actions, including sanctions where necessary, and to
propose legal, regulatory, and administrative provisions to prevent the emergence of new cases.
The staff welcomes these actions, which, although highly sensitive, are essential to prevent a
possible deterioration of the financial health of the banking system and help foster investor
confidence. The reform of the public procurement system, which is being pursued with a new
vigor, is another important action to improve governance. Close adherence to the rule of law and
its effective implementation are clearly prerequisites for strengthening further the credibility of
Cameroon and the prospects for sustained private sector investment.

37. The authorities are continuing to refocus their structural reform priorities on

(i) bringing the privatization of the (wo remaining large public utility companies to an early
closure; (ii) consolidating further the domestic financial system and providing a basis for the
sound development of microfinance to help small and medium-sized enterprises; and

(iii) reforming the petroleum sector. The actions envisaged in these areas, if effectively
implemented with no further delays, will also help to lay the foundations for increased private
investment in the non-oil sector. The staff concurs with the Bank staff on the need to adhere
strictly to the new timetable agreed for the implementation of the specific measures in the
forestry, transport, and agro-industrial sectors that have been formulated in the context of the
October-November 2001 joint Fund-Bank mission.

38. In the event oil prices were to fall below the program assumptions, an additional
financing gap could emerge. In light of the good record of macroeconomic performance in
recent years, and the policy stance of the second annual program, the staff will discuss with the
authorities at the time of the next review the possibility of an augmentation in access of PRGF
resources to cover part of the additional financing gap.

39.  Cameroon’s overall macroeconomic performance has been satisfactory since the
inception of the ongoing PRGF-supported program; a renewcd impetus has been given to the
policy and reform stance adopted for the second annual program. The operational interface for
the government payroll system has been put in place. There has been progress in bringing the
privatization of the two remaining large public utility companies to closure in the near future.
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The authorities have effectively started to address the challenges arising from increasingly
severe deficiencies in the functioning of the judiciary system. In view of these achievements and
the authorities” renewed commitment to proceed with their PRGF-supported program, the staff
recornmends that the Executive Board grant a waiver for the nonobservance of the end-
September 2001 performance criterion on the completion of the development of the
computer interface for the government payroll, complete the second review, approve the
second annual program under the PRGF arrangement, and extend the HIPC Initiative
interim assistance through end-December 2002.



Figure 1. Cameroon: Real and Nominal Effective Exchange Rates, January 1993-September 2001
(Index, 1990=100)
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Figure 2. Cameroon: Developments in Output and Prices, 1990/91-2001/02 1/
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1/ Fiscal yeur begins in July.
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Figure 3. Cameroon: Fiscal Developments, 19%0/91.2001/02 1/
(In percent of GDP)
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Figure 4. Cameroon: Monetary Developments, 1990/91-2001/02 1/

Money and Private Sector Credit Developmenis
(Annual percentage change)
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Figure 5. Cameroon: External Sector Developments, 1990/91-2001/02 1/

Trade and Current Account Balance
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Figure 6. Cameroon: External Public Debt and Debt Service, 1990/91-2001/02 1/
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Figure 7. Cameroon: Adjustment Profile, 1994/95-2004/05 1/
{In percent of GDP)
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Table 1. Cameroon: Fund Position, 2000/01-2004/05 1/

Outstanding on

September 30, 2001 2001/02 2002/03 2003/04 2004/05
Oct-Dec.  Jan-March  April-June Y ear Projections
'(In millions of SDRs)
Transactions during the period {net) 15.92 0.00 15.92 31.83 29.13 241 -23.42
Tranche policies and special facilities (net) 0.00 0.00 0.00 0.00 0.00 .00 0.00
Puschases 0.00 0.00 0.00 0.00 0.00 .00 0.00
Repurchases 0.00 0.00 0.00 6.00 0.00 0.00 0.00
Poverty Reduction and Growth Facility (net) 15.92 0.00 1592 3183 29.13 241 -23.42
Disbursements 15.92 0.50 1592 31.83 31.83 15.92 0.0
Repayments 0.00 0.00 0.00 0.00 270 13.51 2342
Total Fund credit ontstanding (end of period) 193.95 209.87 209.87 22578 225778 254.91 257.32 233.90
‘Tranche policies and special facilities 0.00 0.00 0.00 0.00 0.00 .00 0.00 0.00
Poverty Reduction and Growth Facility 193.93 209.87 208.87 22578 22578 25491 23732 23390
(1 percent of quota}
Total Fund credit ontstanding
(end of period) 104.44 113.0 113.0 121.6 121.6 1373 138.6 126.0
Tranche policies and special facilities 0.00 0.0 0.0 0.0 G0 0.0 6.0 0.0
Poverty Reduction and Growth Facility 104.44 113.0 113.0 12t 121.8 1373 138.6 126.06

Sources: International Monetary Fund, Treasurer's Department; and staff projections.

1/ Fiscal ycar begins in July.
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Table 2. Cameroon: Quantitative Pecformance Criteria and Benchmarks During the First Annual Program
Under the Poverty Reduction and Growth Facility Arrangement, October 1, 2000-September 30, 2001

{In billions of CFA, francs; cumulative from July 1, 2000, unless otherwise indicated)

June 50, 200|

Adfustments !

Program Dl revenus Program finansing Adjusted Cumulative Excess or Shorfall Met (M)
and Program Estirated Over Adjusted or
external debe relief Target Outzome Targat Mot Met {N)
Ceiling on the increase in net claims of the
banking system on the canual government 54 %6 26 5 1 -18 -23 -3 M
Floor en the primary budget balance 547 449 3 474 476 2 M
Eloor on the nonaccumnulation of external
pavments arrears of the central governmens # 0 Q -9 -9 M
Ceiling on new medium- and long-term
nonconcesaional exterpal debt contracted
or guarantsed by the central govemment" § 4] L] t] %4
Ceiling on the net disbursernent of external debt
contracied o guaranteed by the central govarnment
with & maturity of less than one year ™ s 0 0 0 ¥ M
Eleor on total revenue of the central government o™ ¥ 1,287 10 1,297 1,301 4 M
2
O which: non-oil revenue * " B39 859 863 4 M
Floor on reduction, of domestic arreass ** _ 215 212 -177 38 N
Of whick: vash payments " <78 73 77 1 N
wemorandum items:
Assurned external debt relief 213 233 279 "
External program financing 1 51 El 75
Cf whick : IMF disbursments 47 47 32
Privatization proceads 0 ] g
Stock of net credit to the central government 468 468 453

Souices: Cametoanian authoritics; Bank of Central African States (BEAC); and stalf estimates.

[ Cumulative since end-June 2000,
2 These tacgess are not performanee criteria for end-Tupe 2001
3 This target s adjusted {i) upward for a shortfall In program Snancing and sxternal deberclief up to an amount equivalent
10 50 percent of the shorfl) (for g towml cumulative shortfall of CFAF 33 billion); (i) downward by the fill amount of any excess of the
prog:zmmed levels in program financing and extemal deberzlief; and (iil) downward by the full amount of zny shantall in
the reduction of domestic arrears, on a net basis, in comparisen with the program.
4 The flows have be=n constructed on the basis of estimated end-Tune 2000 dat; they have been adiusted on the busis of the actuzl outturr.
5 The targets are adjusted upward/downward for 50 percent of the wingfalishortfall in oil revenue. For a windfall/shonfll beyond o threshold of
§ Bxcluding privatization praceesdy
7 Defined as government revenue {excluding privatization proceeds) minus nonintzrest expenditure (zxciuding forsign-lnanced investment and restructuting expenditvre).
CTAT 35 billion, the authorities consult wih Pund s@ff te formulate policies to adiust performance criteria.
8 Exoluding reschedulable extornal payments arvears, The trgets were adjusted for deviations from projested program financing. Monitored on a continuous basis.
9 In tuilliess of 11,5, dollars. Noncontessional debt {including leases) are defined as debt with a grant element of Toss than 35 percent, using discount rates
based cp the commercial interest reference rates {CTRES). Exception is made during 2000061 (July-June) for the contraction of 2 nopcarcessional TBRD oan
in an amaunt o 1JS§ 53.4 millior contracted oy the government of Cameroott in the conteat of the Chad-Cameroon pipeling conatruction.
19 Excluding normal, mport-related sredit, Menitored on s cuntinuwas basis,
1l This target is adjusted for the full amaunt of higher/lower-than-programmed oil revenue.
12 Theae benchmarks did nat constitute pedformance criweria.
13 Excluding government-owned provisons amounting te CEAF 6& billion t cover commecial debt operation (Londan Club) and excharge raw fluctuations.
14 Tncluding TMF disbursements.
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Table 3. Camerocn: Quantitative Performance Criteria and Benchmarks During the First Annps| Program
Under the Poverty Reduction and Growth Facility Arrangement, October T, 2000-September 36, 2001

(In billions of CFA francs; cumulative from Fuly 1, 2000, unless otherwise tdicated)

September 30, 200t
AdjusTments :
Program Ol revenue Program financing Adjusted  Cumubative Exeess o Shartfall Mer (MY
and Program Estimated Over Adjusted er
external debe reliel Target QOutcomec Target  NotMet (NY
Ceiling on the increase in net claims of the
banking system on the cantral government > ™% *¢ EL] 5 37 -17 =31 -15 M
Floor on the primary budget balance ™ %7 529 L 334 540 6 M
Floor on the nonaccumulation of external
payments aecears of fhe central government ' ) ] -6 -6 M
Ceiling on new medinm- and lang-term
noneoncessional extergal debt contracted
or guaranteed by the central goverament & ¥ 0 ] Q 0 M
Ceiling on the net disbursement of external debt
cantracted or guarantead by the central government
with a maturity of less than one year >* 1 o 0 [t} M
Floor on total revenue of the central government ez i 1,572 i 1.582 1,592 14 M
OF which : non-oif revepue ® 2 1,075 1,075 1,085 10 M
Floor on reduction of demestic acrears ' =213 =213 -18§ 25 N
Of which : cash payments "* -7 78 -8 -0y M
Memorandurr, iterns:
Assumed external debt relief ' 303 305 356 ™
External program financing 81 5l 95
Ofwhich: IMT dishursments 7 47 47
Privatization proceeds 50 30 23
Stock of net credit to the central government 441 441 420

Sourees; Cameroonian authorities; Bank of Central African States (BEAC) and staff estimates.

1 Cumulative ginee end-Tune 2000,

2 These targets are performance criteria for snd-September 2001

3 This target is adjusted (f) upward fora shonfall in program financing and external debt relief up 1o an 2mount equivalent
to 57 percent of the shortfsl] (for a total cutnulative shartfall of CFAF 35 billion); {ii) downward by the full amount af any excess of the
programmed Yevels in prograrn finabcing and external debs relicd, and (fi) downwasd by the fuit amount of any shorfall ia
1he reduction of domestic arrears, oo a net basks, in comparisen with the program

4 The flows have been constructed on the basis of estimated end-June 2000 data; they have been adjusted on the basis of the actual outturn,

€ The rargers are adjusted upward/downward for 50 percent of the windézil/shortfall in oil revenue. For a windfall/shartfall beyond 2 tareshold of

& BExcluding privatization procesds

7 Defined as gavermment revende (excluding privatization proceeds) minus noninzerest expenditure {excluding fareign-finenced investment and restructuring expenditure).
CFAR 35 billion, the authorities consult with Fund saffte fermulate policies to adjust parfarmance oriterie.

9 Eaclucing reschiedulable external payments arrears. The argets were adjusted for deviations frem projected program financing. Monitored on a continuous basis.

9 In millions of 1.5, dollars. Nonconcrssional debt {including leases) are defined ag debt with 3 grant element of less than 35 pergert, using discount rates
dased on the commarcial interest referance rates {CTRYs). Bxcoption is made during 200001 {Twly-June} for the contrastion of 2 nonepncessional TBRD loan
n an amount of 1S4 63 million sontracted by the gavernment of Cameroon in the context of the Chad-Carneraon pipeline constructian,

10 Excluding nermai, mgont-refated orediz. Monitared on a continuous basis.

L | This zarget is adjusted for the fult amount of higher/lower-han-programmed ol revenue.

12 These benchmiarks did nat canstiwte performance criteria.

{3 Excluding government-awned pravisons amounting ta CFAF 60 bitlon to cover commecial debt operation (Lendon Club) and exchange mte flactuations.

14 Inchiding IME disbursements.
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Table 4, Cameroon: Structural Performance Criteria and Benchmarks for the First Annual Program Under the
Poverty Reduction and Growth Facility Arrangement, October 1, 2000-September 30, 2001

Measures Target Date Status
Performance criteria
Recruit independent observers, on the basis of an intemational End-March 2001  Observed.
bidding process, in order to render operational the interim system for
public procurement.
Render operational the security system for the computer network at End-March 2001  Observed.

customs (PAGODE) in order to restrict access to anthorized
personmnel only.

Complete the development of the computer interface (Antilope-
SIGIPES) for the government payroll system, to ensare that the
salary file remains current.

Render operational the regulatory agency for the modified
procurement systern (put in place the Executive Board and
organizational structure, and recruit stafd).

Benchmarks

Ensure cormpletion of financial audit for the national oil comparny
(SNH) for the year 1999/2000 (July-June) by an intemationafly
reputed anditing firm.

Complete the second phase of the organizational and operational
andit of the SNH, adopt the recommendations, and formulate a
reform sirategy.

Complete the physical and legal census of public servants, update the
salary file, and implement a computer interface to ensure that this file
reraing current,

Recruit independent auditors for the procurement system and for the
physical audit of the use of HIPC Initiative rescurces through an
international bidding process.

Prepare exhaustive guarterly reports on the financial and physical
execution of the budget for the social ministries, namely, Ministries
of Education, Health, Public Works, and Agriculture, within 435 days
of the end of each quarter.

End-September
2001

End-September
2001

End-February
2001

End-March 2001

End-February
2001

End-March 2601

From
December 2000

Not cbserved.
Measure was put
in place in
December 2001 as
a prior action,

Qhserved.

Observed.

Observed.

Not obsarved:
census observed
and salary file
nupdated, but
computer
intarface still
under way.

Observed..

Ohserved.
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Table 4 Cameroon: Structural Performance Criteria and Benchmarks for the First Anmial Program Under the
Poverty Reduction and Growth Facility Arrangement, October 1, 2000-September 30, 2001 (concluded)

Measutes Target Date Status
Benchmarks End-March 200} Observed.
Adopt a rehabilitation plan for the state-owned Postal Savings Bank.
Resume discussions with the successful bidder for the water End-Tune 2001 Not observed.
comparty {SNEC), based on the evaluation of the offer of that bidder Evaluation
conducted with World Bank assistance. observed on time

Formulate an action plan for the introduction of a fully integrated
computerized fiscal and accounting information system to manage
central government revenue and expenditure from commitment to
payment {chaine de la dépense).

Close effectively the budgetary operations and finalize the Treasury
balances (after reconciliation and taking into account budgetary and
accounting charges) for all operations relating to 1999/2000,

Launch the technical audit of the judiciary system on the basis of the
defined terms of reference (TORSs), as agreed with Bank and Fund
staffs.

Start the implementation of the rehabilitation plan for the Postal

Savings Bank, which has been prepared with World Bank assistance.

End-September
2001

End-September
2001

End-September
2001

From August
2001

but discussions
were Tesumed only
in September,

Not observed.
Work was still in
progress. Action
plan was adopted as
a prior action on
December --, 200].

Observed.

Not observed.
TORs agreed and
expert selected in
October 2001.
Audit will start on
January 7, 2001 as
a prior action.

Not observed.
General managers
appointed in
October.
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Table 3. Cameroon: Selected Economic and Financial Indicators, 1999/2000-2004/05 '

1999/00 2000/01 2001402 2002103 2003/04 2004/05
Acal Prog. Rev.prog. Prel. Rev.prog. Rev. proj. Revised projections
EBS/O025S  BASOLADS EBZ1/105
{Annual percentage changes, unless otherwise indicated)
Mational income and prices }
GDP at constant prices 42 54 53 5.3 55 4.6 4.9 5.2 5.4
Of which : nen-oil GDP 4.4 58 3.5 55 6.1 5.0 55 57 58
GDP deflator 35 30 30 30 0.2 0.1 07 1.1 1
Consumer prices {12-month average) 03 20 20 2.8 10 b2 2.5 1.2 2.0
Congumer prices [end of period) -0.7 2.0 2.0 4.8 2.0 12 29 2.5 2.0
Nomimal GDF [in billions of CEA, francs) 5,827 6,326 6,320 6,320 6,652 6,615 6,987 7,431 7,978
0i] oumput (in thousands of harrels a day) 113 108 [15 114 104 108 57 47 78
External trade
Exports {in SDRs) 24.4 1.4 38 5.1 =18 B ] -1.9 L3 1.6
Cf which . crude oil 842 i34 a7 1.0 -19.4 -23.2 -158 -14.8 -17.7
Imnperts {in SDRs) 21 16.2 24 11.4 5.4 50 3.3 43 5.2
Export volume -7 13 23 2.6 2 6.5 -0.5 a1 09
Cf which : on-oil sector 1.2 4.0 4.1 4.1 8.3 2.1 42 s 4.3
Import volume 148 14.3 138 2. 5.0 36 3.6 29 4.4
Average oil export price (U.S. dollars per barrel} 136 283 24.6 255 21.8 129 19.0 18.0 16.5
MNominal effective exchange rate -2
Real effective exchanpge rate -4.2
Average exchange rate (CFA francs per SDR) 893 -
Terme of rrade 413 74 1.8 33 =71 -121 1.1 LN -0.1
MNon-oil expott price index {in CFA francs) 9.5 a7 2.3 2.4 -1.7 -5.1 1.3 6.6 5.4
Maney and eredit {end of period)
Net domestic assels * 33 -1z 6.7 4.1 -15 89 58 50 7.0
Net credit to the public sector * 71 -16.8 2.1 2.5 8.5 24 0.4 2.0 0.6
Credit to the private sector 163 15.0 4.0 17.7 iz2 12.2 11.3 122 H X
Broad money (M2) 188 10.3 13.0 17.9 85 9.7 6.5 6.1 8.3
Velocity {GDP/average M2) 64 6.7 6.2 6.2 84 6.0 6.0 6.0 59
Discount rate (esed of period; in percent) 7.0 7.0 7.0 7. 7.8 6.5 6.5 6.5 6.5
Central government operdtions
Tolal revenne 305 20.4 17.7 19.0 -29 -2 -1.4 6.0 5.8
Ofwhich : nou-oil Tevenue ) 9.0 20 iy 12.3 9.1 9B 8.0 in3 1.0
Tawal expenditure -10 16.3 f4.8 16.0 117 353 2.5 2. 7.8
Current expenditurs 23 1.5 131 123 4.5 39 2.1 20 8.2
Capital expenditure (domestically financed) &2.4 394 1.9 12.4 48.2 358.6 5.1 23 74
(In percen: of GDP, unless otherwise indicated)
(ross national savings 14,7 14.6 I50 154 159 14.4 14.2 4.8 149
Gross domesde invesement 16.4 17.1 P77 17.% 19.¢ 18.3 19.2 19.3 19.3
Central government operations
Toual revenue ig 8 20.3 204 20.6 189 18.2 i3.0 178 176
O which: non-oil 132 13.6 136 13.6 4.1 143 t4.6 152 157
Total expenditure 174 18.7 18.4 185 i9.5 183 187 18.0 18,1
Overall fiscal balance {excl. grants} 14 2.1 20 2.0 -0.5 04 -0.7 -0.1 0.4
Overall fiscal balance {incl, grants) 14 2.5 2.4 2.4 0.1 a.5 -0.2 0.6 0.1
Primary balance 4 72 1.6 7.4 7.3 4.2 4.8 3.9 43 3.6
Qf whizh: non-uil sector 16 0.4 06 0.6 0.6 0.1 0.6 I. 1.7
Noninterest expenditure # 16 134 3.0 13.0 14.7 14.5 14.1 13.7 140
Domesgtic public debt 27 113 4.6 15.6 111 133 10.6 7.8 8.3
External sectar
Current acsount balance (including prants) -1.7 -2.5 =27 -2.4 -3.2 -4.4 -4.9 -4.5 -4.4
External public debt 79.5 7.8 75.6 76.6 €26 63.6 63.1 57.8 48.6
(In percetit of exports of goods and services, uniess otherwise indicated)
Met prasent value (NPV) of cxternal public debt 1922 179.% 179.0 175.0 1977 927 192.9 191.0 167.5
Extemnal debi service
Scheduled 312 251 176 270 27.5 289 283 28.68 4
Scheduled (in percent of goveriment revenue) 510 41.2 417 41.3 40.5 39.8 3% 38.2 4.3
Actual 140
Actual (in percent of government revenue) 230
{In mjllions of SDRs)
Current account balapce (mcluding grants) -112 -las -181 -158 -23 -3i4 374 -3a2 -184
Overall balance of payments -149 =110 =277 =214 -175 -27% -310 =309 -274
Net intemational reserves (end of period) 191 15 -3l 37 65 32 41 36 75

Sources: Camerocnian zuthorities; and staff estimates and projections.

1/ Fiscal vear begins i July.

2/ In percent of broad money at the beginning of the period.

3/ Including restructering expendiwre. HIPC Initiative-related expendinire envisaged for 2000/01 has been postpened 1w 2001/02.

4/ Excluding resiructuring expend:iure.



Table 6. Cameroon: Savings-Investment Balances, 1998/99-2004/05 1/

(In percent of GDP at market prices}

1998/99 1999/00 2000/01 2001/02  2002/03 2003/04 2004/05
Est. Prog. Prel. Revised projections

Total economy (current account balance) -4.1 -1.7 -2.5 -2.4 -4.4 -4.9 -4.5 -4.4
Gross national savings 2/ 14.6 14.7 14.6 15.4 14.4 14.2 14.8 14.9:
Of whick : domestic savings 3/ 184 203 19.8 202 17.0 16.6 16.6 16.3
Gross domestic investment 18.7 164 17.1 17.8 18.8 19.2 19.3 19.3
Private secior -22 -4.5 -6.7 -5.8 -39 -5.3 -5.5 -5.0
Gross nalional savings 14.2 10.5 8.7 9.8 10.0 10.8 10.8 113

Of which : domestic savings 135 12.2 10.5 L2 10.0 10.6 10.4 10.5

Gross domestic investment 16.4 15.1 15.4 15.7 16.0 16.1 16.3 16.3
Central goverament -1.9 2.8 4.2 34 1.5 04 10 0.6
(Gross national savings 4/ 0.4 4.2 5.9 5.5 43 35 4.0 3.7

Of which : domestic savings 5/ 5.0 82 9.4 9.0 7.0 6.0 6.3 5.8

Gross domestic investment 23 1.4 L7 21 238 3.1 30 31

Memorandum items:

Gross disposable national income 96.2 94.4 4.7 95.1 97.4 97.6 98.2 98.6
Total consumption 81.6 79.7 30.2 79.8 83.0 834 834 83.7
Private 71.6 69.5 69.1 68.6 7o 71.7 72.0 721
Central government 6/ 10.0 10.2 11.1 11.2 12.0 11.7 11.4 11.6
Current account balance (including grants) 4.1 -1.7 25 -2.4 -4.4 -4.9 -4.5 -4.4

Sources: Cameroonian authorities; and staff estimates and projections.

1/ Fiscal year begins in July.
2/ Gross disposable national income minus total consumption.

3/ GDP at market prices minus total consumption, or gross national savings minus factor services (net) minus unrequited fransfers {nef).

4/ Central government total revenue (including grants) minus current expenditure {excluding interest payments to the IMF).
5/ Government national savings minus government factor services (net} minus govermment unrequited transfers (net).

6/ Central government current expenditure minus domestic subsidies and transfers minus domestic and foreign interest payments.

_017_
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Table 7. Cameroon: Central Government Cperations, 1998/23-2004/05 1/

(In billions of CFA francs, wiless otherwise indicated)

197809 1998/00 200041 20013 200203 200304 0005
July-Sep. Tuly- Tuiy- July-June
Est. Rev. Bst. Prog. Praj. Dec March
rog. Program Frog. Rev. prog. Revised projections
Total reverus and grans B4 1,092 1313 1,328 288 297 634 965 1,287 1,308 1,291 1,280 1,451
Total revenue 238 1,093 1,287 1381 285 261 aig 641 1,250 172 1,253 1330 1,407
Qil sectar revesue 133 323 428 418 69 69 139 239 313 25 232 201 154
Non-oil sectar revenue 05 758 350 |63 216 222 460 W 937 947 1023 1,124 1,252
Direct taxes kL] &2 773 20 57 H 19 178 248 248 7 300 338
Specinl tax on prtrolewm products 55 58 55 53 4 16 3z 50 6l 86 % 83 34
Taxes on (nternational trade 133 141 151 148 EX) 44 84 [#:4:3 i 167 7% 194 1%
Other taxes on goods and sarvices 275 326 365 7 £ 5% 192 296 389 187 43 475 529
Of which: value-séded tax (VAT) 226 269 0% 112 e ] 78 161 - 249 326 332 361 401 443
Mantax revenus 53 al G5 59 18 w0 33 49 6B 69 &7 7 a5
Total grants {currenty 10 2 15 26 0 & 16 23 37 7 18 50 Fr]
COf which: HIPC Initiative : 20 19 0 3 3l 31 klsd a4 44
Totzl expenditure 1221 1013 1.163 LI7s 296 293 612 937 1,298 1,274 1,307 t3as 1,841
Cwrent expenditure a4 auy 3§58 951 230 241 481 731 1,602 989 1,010 1,029 11t
Wages and salaries 275 243 340 338 g7 89 a8 282G 387 387 424 441 487
Other goods and services 167 18§ FLL] 236 63 54 135 250 197 286 287 293 Eres
Subsidies and transfers 106 109 128 133 ac kL) 69 91 118 118 107 "l 115
Scholarships and subsidies 55 38 71 80 13 a7 40 49 53 53 42 37 49
Pensions 43 30 is 53 15 12 27 42 6C &0 63 69 76
Separztion grants (DOEs) 2 2 2 0 L o 1 3 5 5 2 2 2
Interest due 282 234 152 s 48 49 [ai) 147 200 196 191 184 158
External 254 pLH] 128 221 43 42 54 [E] 186 142 176 163 166
Domestic 2% 3 23 24 3 ki n i i 4 15 H 22
Capital expenditure 194 136 195 208 66 32 120 206 07 286 297 307 m
Foreign-finarced investment 121 31 62 75 ] i2 33 ] 100 104G 121 127 i
Domesticaily financed investment 47 73 105 108 44 3z 7 1ES 177 156 186 170 193
Restructuring 27 12 25 3l Kl 5 1 14 20 20 n i i}
Unclassified =xpendiure 4 L 10 15 b o a [+] [} o o a s}
Overall balance, com:nilment basis -
Exciuding grants -183 EH Lzd4 126 =18 -2 & 4 48 2 -52 -7 3%
Inciuding granis -E75 3 150 132 -1 4 2z 27 =11 34 18 43 13
Wet change in arrears 36 43 -154 =136 0 -8 -17 18 3587 -291 -18 -1B 1o
Extermal {interast) 40 -1 2% -8 0 3 3 o =357 -257 o 1] i]
Domestic 86 ET 213 177 ] -1 -19 28 0 -34 25 -18 -1
{Jwverall balance, cash bas:s
Excluding grants <231 -i8 60 1 =il -10 -1 -24 405 -393 -78 -25 -4d
Including grants -221 -i3 34 34 -1l - § [+ -168 356 -2 2% 4
Finanting 221 13 34 29 il 4 -G o 222 -224 42 =189 -179
Extemnal financing (net) 181 6 14 118 L8 17 19 83 =132 -129 155 i) -
Amortization <132 A9 -2 -3z B -7l -.58 233 =320 -322 -3iD 328 293
Drawings 34 404 33 430 37 88 177 116 412 417 465 3lg 27
Praject financing 121 H &2 75 15 12 33 T 100 100 1zl 27 134
Program finanging (loans) s 51 . 16 ] a ¢ 27 54 54 0 30 H
Debt cescheduling s 302 233 139 72 6 1d4 21 258 263 294 142 92
Qf which; HIPC Initiative debt relief 17 17 56 56 54 kT 14
Reduction in arrears (principal) ] -8 33 Q o o o [ =223 =223 0 [ 0
Domestic financing {net} 41 58 io -Bd -5 -12 24 -83 80 -95 =13 -1760 =161
Banking system 4/ 13 ] 20 -3 -23 -5 14 -1 -85 26 -7 -25 4
Amorsization 0 ] 62 -83 -18 -7 21 -39 i) 72 -1d -164 -108
Nonbank firencing -7 -19 =22 -2 o -2 -5 Ll o -12 0 ) a
Privatization proceeds i 73 ] L} 30 23 21 23 2% 23 25 15 o
Reserves Q 0 -3 0 ) ¢ -3 -? -1 -ln -10 -10 -10
Financial scetor -+ 0 ] 4 4 o Q G a [} 2 9 G
Secunitization 27 o 133 100 o 0 o 8 3 o 0 a bl
VAT refund Q =33 -5 =27 «1] -1q -12 -29 =38 -38 -42 -46 -51
Other ] -15 23 -48 0 -12 -12 -1z 1] -12 o a o
Ramaining financing neceds 0 0 o 4 a bl a 0 380 330 0 155 178
Of whick . passible debt ralief 2/ 1 a 0 g ] 0 o o 580 580 0 158 178
Meriarandum items:
Irimary budget balance 3/ 247 417 468 476 &0 6 154 a bl 318 72 316 pild
Noninterest expenditure 591 676 821 824 228 227 256 698 979 959 985 1,015 1,119
Tolal HIPC Initiative assistance 7 EM 37 8% 50 8z 39
Primary budger balance fin peceent of GDF) 1.4 12 14 7.5 432 a8 3.9 4.3 38
Dverall balance (excl. grants, in percent of GDP) <14 14 0 2.0 . -0.7 3.0 Ei Sl .4
MNon-oil revenue (in percent of non-oil GIF) 139 153 159 16l - . 158 18.0 3640 16.2 16.5
Neninterast expenditure (in percent of GDP) i1 16 130 13.6 . 147 14,5 4.l 1.7 15,0
Wapes and galaries {in percent of GDP) L 50 54 52 . 28 58 6.1 39 8.1

Sources: Cameroonian authorinias; and staff estirares and projections.

1/ Fiscal year begms 1o July.

2/ Far 200102, possible debt relief only includes the Londen Club operation, ¢stimated at CFAF 380 billion,
3/ Bxcluding foreign-financed trvestment, Testuctring sxpendituze, and privatization procesds.
& There is o GFAF 3.5 billion discrepancy with the monetary survey stemming from an upward revision of expenditure in the quarter preceding the program.
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Teble 8, Cameroon: Selected Fiscal Indicators, 1998/99 - 2004/05 1/

{In pereemt of GDP, unless otherwise specified)

1898/99 1999:2000 2000/01 200142 200203 2003/04 200445
Est. Rev. prog. Est. Prog. Rev. prog, Revised projections
Tetal revenue and grants 157 15.9 19.4 18.8 208 210 9.3 19.8 18.5 186 182
Total revenue 155 156 18.3 188 0.4 206 183 192 184 179 G
Gil secwor revenue 2.3 32 37 56 5B 6.9 4.7 49 13 27 19
Non-cdl sector revenue 13.0 3.5 122 132 115 13.6 141 14.3 14.0 152 157
Direct taxes 32 33 a3 11 135 35 a7 37 a9 4G 4.2
Specia tax on petrofesm products 1.2 12 1.0 1.0 0.9 1.0 0.9 1a 1.1 i 12
Taxes en {atemational rade 26 27 2.6 24 2.4 Co23 26 2.5 25 26 17
Qther taxes on good; and services 31 53 5% i6 58 ie 5.8 6.0 61 64 8.6
Of which: walke-added tax (VAT) 432 4.3 44 4.6 45 - 4.3 4.9 5.0 52 5.4 53
Nuatax revepue (R4 1] - 10 1.0 1.0 0.9 ¢ 1.0 10 L0 1.4
Total grants {cucrent) 0.2 63 0.1 o0 C4d 0.4 a4 0.6 0.5 07 0.6
Total expendiiure 183 19.5 1849 17.4 18.4 18.6 12.5 19.3 1R7 180 18.1
Primary expenditure 10.% 11.4 11.€ e 138 iz 14.6 laa L4.1 13.6 140
Primary current expenditure 101 A HaA| 10.3 1.3 11.4 12.0 118 1.7 1.3 11.6
Of which: Wage bill 51 51 5.0 50 5.4 53 58 5.9 6! 59 6.t
Goods and services 31 3.0 3.2 33 138 27 45 4.4 4.1 39 41
Transfers 19 1.8 18 19 20 2.1 1.8 1.3 15 1.3 1.4
Damestic contribution Lo investment o9 1.6 1.5 1.3 1.7 1.6 2 F 24 23 24
luvestruent expenditure (¢xternally financed) 22 2.9 2.3 0.9 1.0 1.2 1.5 15 1.7 17 17
Other 0.5 0.7 06 [+ 0.5 0.5 0.4 04 0.2 .2 049
interest on public debt 52 46 44 4.4 4.0 39 30 3.0 2.7 25 24
Wages! primary expendilure {2n percent} 46.5 440 133 434 A8 430 97 406 432 435 436
Transfers / primary expenditure (in percent) 169 157 154 16.1 158 16,1 12.t 12.4 10.9 1.¢ 1013
Wages/ non-oil revenue (in percent) 90 EES 382 382 86 391 413 409 41.5 39.1 389
Transfers / non-oil revenue (in percent) 14.2 133 136 14.1 149 154 i26 12.5 05 g 92
Expend:ture on education and health 30 30 g 3z 19 3.9 43 4.4 a3 51 51
Educaticn 24 23 23 26 10 30 3.3 34 23 34 34
Heelth U] 9.7 6.7 0.6 [} 0.9 1.5 1o 1.3 1.7 1.7
Military expenditure 12 l.& 1.6 16 i3 13 . 1.5 .
Current expenditure 152 14.5 4 14.5 15.2 15.1 15.1 150 144 139 14.0
lnvestment expenditure 31 4.5 18 21 26 2.8 4.2 40 4.1 40 4.1
Restrucruring expenditure 0.5 0.5 0.5 0.5 04 0.5 03 01 a1 61 g¢
Current balance {+ =surplus) o3 2.1 4.4 42 52 55 37 413 3.3 40 17
Primary balanze (+ =surplus) 2/ 4.6 52 73 72 74 7.5 4.1 4.3 32 4.3 14
Primary balance, excluding oil {+ =surplus) 21 2.0 1.5 1.6 0.5 X -0 Ot 0.6 15 1.7
Brimary balance [incl. extemaily financed investnen) 1.8 L6 4.4 37 60 £q 23 29 2.0 24 19
Gveral] deficil {commitment basis)
Excluding grants 234 -2.9 0.0 1.4 2.0 6 0.7 0.0 0.7 -0 -0.4
Including grants -3.2 -2.6 0.1 1.4 24 24 -0.2 0.5 0.2 0.5 01
Overall geficil {cash basis)
Excluding grants -4 -10.2 -1.§ 0.3 092 -0.9 -6.1 -5.9 -1 0.3 L&
Including grants 4.1 99 -14 0.3 0.5 05 5.5 -5.4 06 0.3
Memaorandum sems:
Total external assisiance, ingluding [MF (net) 101 19.4 8.1 7.4 55 7.3 15.3 15.5 74 6.4 sS4
Of which : IMF (net) 08 a3 - 04 0.5 a3 0.5 [ 0.4 04 oo 03
Total external assistance, excluding IMF g5 19.1 87 /9 48 6.8 49 151 6.6 5.4 57
Project financing 212 28 23 ne 10 12 1.5 1.5 1.7 H 1.7
Program financing 21 16 i4 LAY 0.1 0.3 C8 0.8 0.7 0.7 06
Dbt relbraf FA 58 50 52 N 54 39 4.0 42 i9 11
Financing pap 2.0 3. 0.k 0.0 0.c 0.0 87 8.8 0.0 21 22
Duties and taxes on importsitotal imports, c.i £ {in percent) 192 22.2 228 17.9 82 135 218 213 216 24.7 273
Duties 27 112 L2 94 0.0 9.8 1.4 1.1 11.8 129 143
Tares 9.5 11.0 [FR:] 26 92 4.0 104 101 10.8 118 13.0
GDP (in biilions of CFA francs) 5,4C6 5,785 5,827 5,827 6,320 6,320 6,632 665 6,937 7421 7,978

Sourcey. Camerconian suthonties; and staff estimares and projections.
I/ Fiscal year beging in July.
2/ Exciuding foreign-financed investment, restnicturing

and privatization proceeds
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Table 9. Careroon: Central Government Operations, Including HIPC Imtiative Expenditure, 2000/01-2002/03 1/

(In billions of CFA francs, unless otherwise indicated)

2000/01 200102 2002/03
Est. Proj. Proj.
Total revenue and prants 1,326 1,306 1,291
Total revenue 1,301 1,272 1,255
Oil revenue 438 325 232
Non-oil revenue 863 947 1,023
Total grants 26 37 36
Of which: HIPC Initiative assistance 19 31 30
IMF 2 0 1
World Bank group 11 19 21
African Development Bank 7 11 8
Total expenditure 1,175 1,274 1,307
Current expenditure 951 989 1,010
Wages and salaries 338 387 : 424
Other goods and services 236 288 287
Of which: HIPC Initiative spending 0 45 36
Subsidies and transfers 133 118 107
[nterest due : . 245 196 191
Capital expenditure 208 286 297
Foreign financed 7 100 121
Domestically financed 103 166 166
Of whick : HIPC Initiative spending 0 50 54
Restructuring 31 20 10
Unclassified expenditure 15 0 g
Overall balancs, commitment basis
Excluding grants 126 -2 -32
Including grants 152 33 -16
Overall balance (excl. grants, in percent of GDP) 2.0 0.0 -0.7
Non-oil revenue (in percent of non-oil GDP) 16.1 16.0 16.0
Memorandum items:
Total HIPC Initiative assistance 37 B7 B4
Ofwhich bilaterals 2/ 15 34 47
Total use of HIPC Initative assistance 0 95 90

Sources : Cameroonian authorities; and staff estimates and projections.

1/ Fiscal year begins in July.

2/ Following FAD and PREM (Poverty Reduction and Economic Management - World Bank) guidance on
HIPC Initiative accounting {December 4, 2000), bilateral assistance is recarded as financing, while multilateral
assistance is treated as grants,



Table 10 Camercan: Oil Sector Contribulion (o the Government Budget, |998/92-2004105 1/

{In billiens of CFA francs, unless otherwise indicuted}

2000701

1998/9% 190940 2001702 2002403 200304 2004/05
Q1 Q2 [0} Q4 Year Q1 Q2 Q3 04 Year Kevised projections
Actual Est Aciual Actual Prog  Rev. proj Actual Frog Rew. proj. Actoat Proj  Rev proj
Production, uses, and expors
Produciion and uses (in millions of barrels)
Produciion 436 414 10.4 1.0 {s) 1l 3gs 41.8 41.7 10.4 9.8 LR 103 9.8 43 39.1 393 353 E1R:] EER
Percentage change 4.0 3.2 .. . . -43 I DR . - 0.2 -6 -1.8 -1.0 238 -10.0 -10.a -10.0
Uses 433 4l4 99 1.7 9.6 10.3 395 4.7 415 10.8 10.4 104 12.3 94 9.3 39.1 198 353 N8 w6
Exporls 433 414 9.9 131.2 9.5 103 385 447 N8 [{:8 104 04 10.3 9.8 93 301 399 35.3 IR e
By S 2 28.6 262 73 a1 6.8 6.5 251 6.7 6.7 75 6.8 6.8 6.7 6.2 37 4.0 255 222 187 17.4
By petroleum companies 14.7 5.2 26 57 78 1R 144 119 149 32 i5 An 16 s 16 151 144 121 2.1 32
Value of uses 3097 651.0 2008 2329 1580 194} 5076 52 TRE.T 1919 164.4 1703 1392 1286 1407 728 575.0 481.4 408.3 3353
Exporis 3007 651.0 2008 2329 158.0 194.1 8076 7652 TRA T 1919 164.4 1703 1342 12846 1407 T8 575.0 431 .4 408 8 335%
By SNH 058 4122 F48.3 1285 1125 2 3151 4807 5038 1349 104.0 1119 207 813 B6.2 442.5 675 3RE 2538 204.5
By petrolenm companies 1039 2358 525 124 441 720 W25 285 829 569 564 584 436 473 35 2797 wrE 178.6 155.7 1313
SN accounis 3/
Reverme 233.6 4125 1483 1205 1129 1221 3151 4897 FLE: 134.9 108.0 e 507 EL3 86.2 4425 3675 1028 1531 045
Ofwhich : export receipls 205.8 4122 1483 120.5 1129 122.1 5151 4897 SO3B 1349 108.0 19 90.7 B3 #6.2 4425 3675 3028 253.1 2045
Expenditare -140.6 -94.1 -2B6 297 -318 -35.1 -129.0 -177.2 -1t -18.6 -28.9 -29.5 2293 2287 287 -113.2 -1g9.2 971 ST -12%
Brags smpotis 475 00 0.0 (] oo o0 oo o0 0.0 Li3s] b1+ 00 o0 0.0 .o o0 o0 00 4N oo
Cost sharing of 50 percent with o1l comprnies -7l 694 26.3 248 233 261 94 -103.5 -102.4 iR -ig s -189 =200 2001 <2001 -75.5 790 -65.4 8515 -50.0
Prujects 44 504 -13% -140 -126 -13.0 508 515 834 -3t 122 123 12.4 -12.2 -12.2 -49.7 432 453 427 40.1
Tnvestment 8.¥ 0.0 -12 12 L5 1.4 4.4 5.6 4B on o0 0 -1t -1 .15 a0 4.2 00 0.0 00
Financiad costs 2.8 -29 -2 -1 09 07 -33 -40 .1 -8 05 05 BN Bek] -0.5 -3.7 -2.1 -1 =21 -1
Debt amortizalion -148 -165 5.0 -7 58 -6.1 225 -21.6 -21.6 4.9 -5B -6.400 ) =58 -8 =220 2235 -179 -7R T
Other expenses 8.7 =15 49 -8 45 -4.7 325 174 179 -2.2 -23 -2.3 -1.1 4.1 -4 -Ii4 -i21 -i26 -13.2 -137
Payments (o oil companics by government
(o ensure inimurms 13 percent profit margin -15.3 -17.0 =23 -1 4.0 -4.3 -t5.1 1.7 -11.7 -0 B 1 -83 -83 .3 -4.5 223 -i8 191 -13.0 9.2
Dsposable income 1130 3183 127 905 792 470 386t 3624 a7 1064 791 Ar3 613 526 575 3293 2582 2087 t74.4 I EIN]
Ot companies” accounts
Eaxpori recaipls 019 2388 523 1174 4fe 1 a2 s 2925 2385 2735 5649 5641 584 48.6 475 545 2792 2075 1786 155.7 1313
Expendilure 672 -TE 2440 45.8 -40.4 41.2 -136.0 -148.6 BELE 10.4 105 o7 -38.7 435 434 1309 144 8 719 -64.1 631
Cosl sharing of 50 percent with government BN -69.8 2363 2210 2038 2114 815 -B46 R4 6 -84 -1B6 -18.9 -28.0 -20.4 -1 =735 -1 5.4 -523% -50.0
Projects 445 -50.4 139 140 2126 -13.0 -50.8 =339 535 -13.1 122 BYR] BEE 122 -12.2 427 432 453 -42.7 -0.]
- Tnvestment 87 0.0 -13 -12 -1.5 -1.6 4.4 56 36 0.0 na 0.0 -1 -5 =15 0.0 47 0.0 0.0 0.0
Fmancial cosls -26 29 -2 -1.1 -09 -0.7 38 -4.0 4.0 -0.8 -85 0% 05 -5 -05 =37 21 21 21 2.1
Dcbt zmortization -14.8 -16.5 -50 -4.7 -5.8 -6.1 =225 -6 2ha -4.3 -5.8 &0 59 -58 =58 =220 2135 -t79 73 <17
Thearetical 1ax obligations 3/ -itd LIR.3 0.0 2549 <238 2241 -63.6 2157 738 0.0 0.0 s 280 -ZR 0 -23.0 -77k £39 -25.7 -26.6 -22.3
4 12 0 panics by gov
10 ensure minimum 13 percent profit margin 153 120 23 1.1 4.0 4.1 151 1.7 1.7 80 8.1 B3 83 4.5 4.5 223 RS 191 £3.40 9.2
Contribudion ko govemment Ludgel
Calenluted 1113 116.5 197 1E6.8 1028 111 455.8 4412 450.2 1064 721 823 §9.3 ER 6 855 4071 3421 131.4 201.0 1539
SNH t13.0 3IE3 197 909 392 210 3861 3626 367 1064 79.1 A23 813 526 315 3193 2582 2057 1744 1318
Oil companies' profit tax 204 183 o0 259 23.6 24.1 698 787 73.6 oo 0.0 o0 280 220 280 77,8 839 57 %66 223
Aciual {accrual bacis) 1443 1333 Hna 1f6.8 1028 1111 435 6 438.3 150.3 107.4 791 823 804 80.7 23.6 AT5 3381 238 2054 1543
LNI1?'s contributton 1209 50 oy 909 92 370 k1R REPE] 367 107.4 791 B2.3 615 52.7 376 Imd 254.2 2063 1748 13z8
O which: SOMNARA arrears repaymenis 1.3 - - R . . . , . . - -
Oil companies’ profit tax 233 183 0.0 259 236 241 69,6 1587 6 0.0 0.0 0 R0 80 28N 718 29 257 266 23
Actual (cash basis) 4/ 144.3 33313 59.0 152.4 907 1061 455.6 4183 4382 ] ™1 §2.3 594 80.7 356 4015 3381 2318 2014 154.3
SHH's contribriion 1209 nso 3.0 126.% 781 82.0 8ol 16146 3846 g24 761 873 6.3 5.7 578 3287 2542 206.‘1 1748 1320
Qil companies’ profil tax s 183 0.0 259 136 2.1 69.6 5.3 736 [} 00 on 20 8.0 30 7.8 839 257 6.6 123
Memorandun items
il price (15, dollars per bacrel)
Warld Beonomic Onilook series SN 4.4 304 297 268 07 M3 2 282 2 25k 254 205 232 240 2TE 129 105 195 19.0
Discount for lower quality of Cameroon's crude 10 05 23 34 35 1.7 20 34 7 2.0 1p 3.0 3.0 kX 30 13 30 1.5 LS 23
Price for Camerson’s crude 121 239 241 263 233 EAN] 43 248 255 251 121 224 185 122 2.0 24,6 15.9 19.0 120 165
Exchange rae {CFA franes gper U.5. dolfar, averagr) 3883 6582 191 7545 10T 7514 336 7133 &3 7332

Sources” Uameroonian authorizes; amd siaff estimales and projestions

1/ Figcal year begins in July.
2/ SNH (Seciété Natlonale des Flydrocartuses)
A As reported by SNEH.

4! As reporicd in the governmenr's fiscal reporting sysiem Uableu de bord).
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Table 11, Cameroon. Monetary Survey, Marel 1999-September 2002

(In ballinns of CFA francs, unless otherwise indicated; end of period)

1998 . 20000 2001 2007
March June Sep. Nec March June Sep. Dec Mar. June Sep. Dec. Mar. June Sep.
Est. Est. Est. Rev. proj. Revised projections
Met foreigu assets -183.9 -216.9 -199.5 -150.2 =593 -44.2 -13.6 50.5 76.3 83.7 145.4 1282 162.7 G2.4 90.8
Bank of Ceniral African Staies (BRRAC) -226.8 -249.2 -248.0 -204.2 1126 -G0.0 -66.7 -14.6 11.5% 5.7 0.0 718 43.4 301 EINY
Commercial banks 429 323 48.5 54.0 533 458 531 654 648 480 554 56.5 593 62.3 502
Wet domestic assels 9433 G984 1,610.8 1,018.8 456.5 G717 1,004.0 096.4 9231 10106 1,016.7  1,020.1 1,645.6  1,0722 11394
Domestic credit a12.7 959.0 LE6.6 9900 956.9 948 4 ,004.9 98.4 985.3 1,000.2 1,027.8 1,018.3 1,043.8 1,070.4 1,1374
Net claims on the public sector 474.6 503.0 528.9 503.5 467.0 447.8 495.5 4459 435.5 453.1 443.4 436.3 410.3 4485 461.4
Net eredit to the central government 4i8.8 444.5 4762 438 .4 407 5 3711 419.6 350.0 354.1 3475 330 3622 336.7 3744 3873
Claims 540.6 566.7 5658 566.4 5492 5278 560.1 §92.0 5855 591.4 609.2 552.0 3505 55005 579.5
Treposits -121.8 -1222 956 -128.0 -146.7 -156.7 -140.5 -2420 -2314 -743.9 -249.5 -189 8 -213.3 -176.1 -1922
Qf which : HIPC Initative 4.4 =177 237 2342
Credit to autonomous agencies 9.6 a7 9.7 0.7 10.6 122 10.3 10.7 10.6 124 ilo 9.8 948 938 9.3
Credit to public eaterprises 46.2 48 B 49.8 54.4 539 64.4 655 §02 0.8 031 917 643 64.3 64.3 64.3
Credit to financial institutons 11.8 69 6.4 55 102 44 6.1 4.6 6.3 78 B0 49 49 49 49
Credit to the private sector 4243 4491 451.3 481.0 479.7 4551 503.2 3440 3435 5303 576.4 $77.1 628.1 6169 671.3
Other items (pet) E[5X] 39.4 24.2 288 03 243 -0.8 -2.1 -2.2 10.4 -1 1.8 1.8 1.8 1.8
Money and quasi money 759.4 781.5 8113 868.5 897.2 028.5 990.4 1,046.9 1,059.4 1,004.3 1,162.1 L1484 f,1484 11645 12302
Curmrency outside banks 196.8 1913 20t6 235.7 23R 2225 221 8 2630 2469 2411 2470 s 2775 277.5 29715
Deposits 362.6 5807 605.7 a32.8 6734 106.0 768.6 78L.9 B12.5 8331 9151 8709 870.9 BE7.0 952.7
Memompdum items:
Caontribution to the growth of broad money
Net foreign assets 9.0 a5 0.4 2.7 1.2 2.1 229 231 26 138 Cl161 9.7 1.7 -0.5 5.t
Net domestic assets 03 92 150 116 -3k -3.3 -G8 2.6 15.5 4.1 1.3 4.8 T4 11.6 20.4
Of which : credit to the central government -1.1 2.1 ILs 5.2 =22 94 -6.2 -10.2 5.4 -5 K1 1.3 -1.4 2.5 a1
Private sector credit 11.9 111 6.4 12.2 £3.1 10.5 1.5 13.1 i33 8.7 14.5 6.1 17.2 18.4 351
Broad money 9.3 9.7 134 14.3 181 (18R 221 205 181 17.9 173 145 9.0 1.0 153
Cugrency 243 129 234 11.6 13.7 140 10.0 124 103 B4 1.3 133 2.8 09 0.6
Deposits 4.9 8.7 13.0 14.2 197 19.7 26.1 236 207 M09 19.1 19 11.2 14.6 20.7
Claims an gavemment/domestic credit ratio 1/ 15.9 46.4 477 44.3 420 391 41.8 351 59 347 EX S 356 2.3 5.0 34.0
Currency outside banks/deposit ratio 1/ 50 325 331 37.2 11z 31.5 28.9 339 304 283 27.0 3.9 319 313 29.1
Velocity (non-oil GDP/average M2) 6.6 5.8 56 5.6 5.4 52 55 5.6 54 53 5.6
Velocity (GDP/average M2) 7.1 6.8 1.0 6.7 6.4 62 6.2 6.2 6.1 59 61
Nel claims on the public sector 27 4229 447.4 460.1 428.9 382.5 1678 309.1 3806 328.0 3474 3008 3309 314.4 3521 365.0

Sources: Cameroonian autherities; and staft estimates and projections,

L/ In percent

2/ In billions of CFA francs, using the defnition of the Bank of Central AFrican States; that is, including deposits of public enterprises and autonomous agencies.
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Table 12. Cameroon: Central Bank Balance Sheel, March 1899-Seplember 2002

(ln billions of CFA francs, unless otlierwise indicated; end of period)

1999 2000 . 2001 2002

March June Sep, Dec, March Jung Sep. Dec. Mar. June Sep. Dec. Mar. June Sep.
Est. Est. Est.  Rev. proj. Revised projections
Net foreign assets -226.8 2492 2480 2042 -112.6 -90.0 66 7 -14.6 115 5.7 90.0 7.8 134 30.1 31.6
Foreign assets 6.2 6.1 6.3 FE 69 514 80.4 12.8 6.8 29 14 12.6 12.6 12.6 2.6
Foreign liabiitics -233.0 -255.3 2543 2118 -125.5 -141.4 -147.1 =272 4.6 26.9 82.6 50.1 30.8 17.5 120
TMF credit -89.7 -1t1.3 -124.8 -127.7 -12707 -t40.0 -144.5 -165.8 -166.7 -171Le -179.6 -1 -tE8.6 -188.6 2176
Position in the French Treasury -141.7 -140.3 -127.4 -52.1 9.1 44.48 736 142.6 176.6 204.3 268.1 251.2 2214 208.1 238.5
Other foreign liabilities -1.6 3.5 =21 -2.0 -1.B -1.4 -2.2 4.0 -5.3 -5.9 -5.9 -2.0 2.0 20 20
Net domestic assets 4216 441.0 448.8 440.0 336.5 3125 2982 279.5 2354 205.4 157.2 205.7 234.1 X474 245.9
Net domestic credit 266.5 2830 295.8 286.1 199.4 i6l.2 154.9 124.1 B6.S 58.5 15.6 62.4 9n8 104.1 102.6
Met credit to central gavernment 3204 389 375.4 346.6 3267 2930 326.5 264.6 2720 268.9 26492 269.6 2441 281.8 2047
Credit to central government 3753 4010 4027 4032 383.0 363.2 400.4 4342 4297 438.2 455.2 LR 3855 3855 414.5
Credit under statatery ceiling 130.2 1392 1327 135.3 122.2 933 130.8 148.9 148 8 578 1761 6%.1 63,1 69.1 69.1
Credit for bank restructuring 155.4 150.3 1453 140.2 1351 1299 1247 119.5 114.2 108.9 163.5 127.8 1278 127.8 127.8
Counterpart of IMF credit 897 {115 124.8 127.7 127.7 1460 144G 165.8 166.7 171.6 17%.0 190.1 188.6 183.6 217.6
Deposits of central government 459 -35.% -213 =366 -S8.3 -2 -138 ~169.6 -157.6 -1693 -190.40 1174 -141.4 -103.7 -1{98
Nel claims on banks _ -62.9 -82.9 -719.6 -60.5 -127.3 BELE.) -1711.6 -1403.5 -185.6 -210.4 -253.6 -207.2 1534 -1717 -192.1
Claims on banks 5.0 2.7 27 22 2.2 1.7 1.7 1.1 1.1 n.e R 1.7 1.7 1.7 1.7
Rank reserves -67.9 -85.6 823 -62.7 -129.5 -133.5 -173.3 -141.6 -186.7 -211.8 -254 .4 -208.8 -135.0 -179.4 -193.8
Other items (net) ’ 157.1 1579 153.8 153.8 137.1 151.3 1433 155.4 148.¢ 146.9 141.6 143.3 143.3 143.3 143.3
Currency outside banks 196.8 191.8 2016 2357 2238 2225 221.8 263.0 2469 2411 2470 2715 2715 2775 27715
Memaomndum items:

Reserve money 264.8 2774 283.9 298.4 3531 350.8 395.1 406.6 433.6 4521 501.4 486.3 4325 456.9 471.3
External enrrency coverage 1/ 1.3 1.2 1.3 1.6 18 123 145 253 il 342 9.2 42.8 40.0 386 41.6

Sources: Cameroonian authorities; and stafl cstimate and projections.

1/ In percent, using the definition of the Bank of Central African States (BEAC). The numerator is the sum of gross forcign assets of the BEAC (including gold reserves) and u credit balance in the operations accouvt;
the denomiinator comprises currency outside banks, deposits of the central government at the BEAC, bank reserves, (e debit balance in the operations account, and other deposits.
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Table 13. Cameroon: Balance of Paymants, ! $98/99-2004/05 1f

- 47 -

1998/59 1992/2000 2000/31 200142 2062/03 2002/04 2004/05
Est. Prog. Prei, Prog. Rev. proj. Revised projections
" *(In billions of CFA francs)

Current azcownt balance -222 =101 -157 -152 -181 -251 2143 <332 382

Trade balance 117 336 415 383 225 120 54 20 =27

Exports, fob. 950 1,398 1,696 1,567 1.439 1,346 1,313 1,330 1,348
Ol and 0il products in 651 804 770 57% 575 43 409 334
Nor-nil sectar 479 747 B84 796 341 17 832 9210 1.012
Imiponts, fab, 873 =012 1,281 -1.202 -E218 1,226 -1,25% L0 1,375
Services {net) -4C8 =530 -662 <580 -508 -517 -517 -a713 -452
Intzrest dug on public debi 254 <231 -221 S22 -18s -1B4 -178 ~167 168
Other -154 -3ie -441 -359 -323 -334 -339 -306 -284
Tracsfers (net) &9 64 90 63 L6 105 118 121 126
Of which : official 10 i 26 ] I 37 3R 4% 44
Inflows 74 75 191 73 n7 117 128 136 134
Outflows -10 bl -1l -12 <10 -11 -1t -5 -2

Capitat acccunt balance 93 33 3 -52 22 a3 55 48 101

CHficial capital {net) -96 -237 -202 -232 -167 -168 -13p -[52 -103
Program loans 1i5 51 j2 16 54 54 50 50 50
Ptoject loans 121 51 62 75 1o0c i¢o 120 127 134
Amortization -332 -39 -316 -3i2 -320 =322 -310 -12% -253

Private capital (net) 4 184 205 169 189 202 158 200 210
0il sectar -18 -18 -9 =23 -1 0 -2 -7 -]
MNaon-oi] sector 21 202 223 193 199 202 207 207 28

Of whick, direct invesimeat 7 0 L] in2 101 107 108 122 124
privatization receipts 1 75 102 [+ 125° 23 15 15 0
cther, including shert tenmn -57 7 25 91 =27 78 74 70 9d

Overall balarce 314 -133 135 -204 -138 -258 -284 -84 -2:2

Financing 3i4 1332 154 204 153 258 286 284 232
Bank of Central African States (BEAC) <2 ~159 =200 -126 -100 -5 -2 -13 Ny

Use of Fund credit {net} 32 25 43 43 il Eli3 7 2 -2l

Other reserves (net) -33 -184 -243 -169 -12% 235 35 -15 3

Debt regcheduling 2/ 27T 302 62 335 238 263 294 142 9z

Net change in arrears 3 40 -8 -453 -8 -580 -580 c 3] 0

Financing gap 4/ o 4] 748 o 580 114 G 155 178
“(In percent of GDP)

Tradg balance 2 6.6 6.6 5.8 33 1.8 0.8 0.3 -8.3

Current agcaun® balance
Excluding grants -4.3 07 -1.9 -2.4 -3.3 -5.0 5.5 -5.0 -5.0
Including grants -4.1 -7 -1.5 -2.4 -2.7 -4.4 -9 -4.5 -4.4

Overall balance -5.8 -2.3 2.4 -3.2 -2.4 -39 -4.1 <38 -32

“(Percentage change, uniess otherwise indicated)

Expaort volume 8.2 -0.7 1.3 2.6 a2 g3 0.5 0.1 ay
Qil sectar 3.2 -4.5 4.5 -0.7 -3.0 -3 -4 -10.0 -1a0
Nan-oil sector i3 1.2 4.0 4,1 8.2 2.1 4.2 38 43

Import velume 0.3 14.8 t4.5 123 6.0 1.6 36 2.9 44

Of which: non-oil sector 4.3 16.7 156 12.9 7.3 4.3 4.8 3.4 4.8

Teerns of rade -15.7 41.3 7.4 i3 -5.7 -1 -t g1 -0t

Non-oil export price index {CFA fancs) -12.4 9.5 9.7 2.4 -0.8 -5 15 6.6 5.4

Import price index (CFA francs) ’ -0.2 1.1 5.9 3.7 4.2 <16 -0.9 1.0 3.6

Exchanpe rete {CFA francs per U.8. dollar} 3R8.5 658.2 7353

Sources: Ceamerooman guthorivies; and siaff ssiimates and projections.

1/ Fiscai year begins in July.

2/ From Paris Club and other non-Paris Club creditars,

3 The et change in arrears in the 1999/2000 program largely reflects amears ta private carmmercial creditors for which the anthorities are secking rescheduling
under the _ondon Ciub. This operation was initiated on May 23, 2001.

4/ For 2001402, tha financing gap includes the Landon Club operatien (initially scheduled for 2000/2001). The amouni under the London Club operation

is estimaled at CFAT 580 billion. For 2003/04 and 2004/05, the financing gap will be covered through debt relief under the cnhanced HIPC Indtiative,
The authorities intend to reach the HIPC Initative completion point by end-December 2003



Table 14. Camcroon: International Environment, 1997/98-2004/05

1997/98 1998/99  1999/2000 2000/01 2001/02 2002/03 2003/04 2004/03
Prel. Projections
Commuodity price, World Econamic Qutlock {WEQ) 1/
Oil (US dollar per barrel) 2/ ' 16.2 13.1 24.4 28.2 229 2005 19.5 19.0
Robusta coffee (US cents per pound) 83.5 6.5 54.8 349 28.4 30.5 34.0 38.0
Cocoa beans (US doliar per 1on} 1,710.5 1,453.0 1,190.0 9771 1,075.2 1,150.0 1,250.0 1,350.0
Logs (US dollar per cubic meter) 209.8 178.3 18R.5 176.2 162.1 175.9 2025 2235
Cotton (US cents per pound)} 73.3 60.2 59.8 53.6 47.1 49.0 54.0 58.0
Aluminum {US dollar per ton) 1,510.5 1,276.5 1,278.0 1,495.8 1,470.1 1,575.0 1,675.0 1,750.0
Commodity price (Cameroon) 3/ (Percentage change, in CFA francs)
ol -13.5 -20.7 1079 29.3 -20.1 -11.4 -5.3 -3.0
Robusta coffee 73 -8.3 -19.8 -36.3 -18.8 1.5 11.5 11.8
Cocoa beans 26.6 -17.4 -84 -8.3 B3 5.9 8.3 7.5
Logs -6.3 -16.9 18.3 4.4 9.5 7.5 14.7 9.9
Cotton 4.0 -i9.7 11.0 0.2 -13.5 3 9.8 6.9
Aluminum 11 -17.4 12.0 30.8 -32 6.1 59 4.0
Export volume growth {Percentage change, unless otherwise indicated)
Gil 1.2 132 -4.5 -0.7 3.0 -11.4 -10.0 -10.0
Robusta coffee 2.2 -4.7 68.7 3.0 2.0 4.0 4.0 4.5
Cocoa beans 1.6 1.8 -72 3.0 20 4.0 4.0 4.5
Logs 4/ 264 5.8 -23.0 2.5 4.0 7.0 0.0 5.7
Cotton _ -10.4 37 6.0 4.0 1.5 4.0 5.0 5.0
Aluminum -13.6 15.0 : 15.7 6.0 4.0 50 50 5.0
Imports
Price growth {in CFA francs) 48 0.2 1 5.7 16 19 1.0 0.6
‘Volume growth 13.5 .8 14.8 12.3 36 36 29 4.4
Of which : non-oil sector 133 43 16.7 12.9 43 48 34 4.8
Terms of trade -4.5 -15.7 413 33 -131 -1.1 0.1 -0.1
Exchange rate (CFA francs per US dollar; period average) 602.1 588.5 658.2 7353

I/ Latest projections are based on October 2001 WEO data.

2/ WEO data undiscounted.

3/ Inctudes adjusements to reflect Cameroonian data.

4/ Assumes no change in export regime (presumably, higher exports of sawn wood shoutd offset lower exparts of logs).
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Tahle 15. Cameroon: Extsmal Public Debt Stock, 1998/99.2004/05 1/

1598799 1999/00 2000/01 2000/02 2002703 200304 2004403
Est. 27 Est Est. Revised projeczions

{Ir. billions of CFA francs; enc of period)

Total extemnal debt 4876 4,635 4,907 4,342 4,408 4,293 3,877
External debt {excluding arrears) 4,408 4,159 4,327 4,342 4,408 4,293 3877
Multilateral 1,045 905 1,195 1,211 1,323 1,401 1,470
Of which: IMF 108 143 195 151 185 173 193
Bilatzral official 3,284 3,153 3,049 3,065 ERih| 2,850 2,365
Pre-cutoff-date debt 2,441 2,509 2,380 2,428 2,432 2,200 1.857
Previously rescheduled debt 2,088 2,110 2,035 2016 2,150 2,047 1,624
First Paris Club agreement 1 1 1 1 1 H 0
Second Paris Chib agreement 450 427 178 M 351 230 278
Third Faris Club agrezment 51X 542 454 465 465 405 354
Fourth Paris Club agreement 4006 400 388 398 398 332 382
Fifth Paris Club agreement 75 740 709 704 660 Gl4 L]
Sixth Paris Club agreement a 0 96 178 267 31 31
Linrescheduled pre-cutoff-date debt 355 4060 _345 313 281 254 233

Paris Chib 329 303 269 241 215 194 17
Nonparticipants 24 96 7% 72 66 60 55
Post-cutoff-date debt 343 a44 669 636 599 549 508
Banks 18 14 8 ol 0 0 0
Gf which: World Bank cofinancing 5 ] 2 ] 0 il ¢
Short-lerm and other debt 62 87 75 85 =4 42 42
Arrears 3/ 4/ 468 476 380 ] Q Q ¢
Multilateral +] 0 [ 0 s} ] 4]
Bilateral official 13 0 0 a G 0 (1]
Pre-cutpff-date debt 13 0 0 0 o] Q G
Freviously rescheduled debt G g ] t {t 0 [l
Fizst Paris Club agreement 0 Q 0 0 (U 0 0
Second Paris Club agreement a 0 0 ¢ G 0 L
Third Faris Club agreement a o o ] ¢ 4] [
Fourth Paris Club agreement t] 0 o o ] i} [
Fifth Paris Club agreement [t} 9 ¢ ¢ Q 0 0

Sixth Paris Club agreement 0 0 [ @ o 0

Unrescheduled pre-cutoff-date debt 13 0 o o 0 0 Q
Paris Club 0 G [\ 0 0 0 o
Nenparticipants 13 0 0 ¢} ¢} 0 G
Post-cutcff-date debt 3/ a L} 4] C 0 0 ¢
Banks 6/ 424 476 512 q o 0 3
Of which : World Bank cofipancing & Q 0 4] 0 0 0
Short-term and other debt 7/ 3 O 6% [ a 0 2
Of which : Paris Club deferred ol L] s o & 9] ]

(Ir parcent of total debt, urless otherwise indicated}
Memorandum itams:

Tata! debt/GDP {in percant) 90.2 79.5 77.6 &85.6 3.t 578 482
Qf which ; total arrears/GDP 8.6 3.2 9.2 0.0 0.0 a0 0.0
NPV of debt!GDP (in percent) 8/ 51.9 57.0 530 510 43.8 46.6 43.7
Nonreschedulable deb: 40.7 354 40,9 441 448 48.4 321
Muitilateral debt 214 15.3 244 218 00 32.6 3379
Past-cutofi-date debr 17.3 13.5 13.6 14.7 13.6 12.8 13.1
World Bank cofinancing Zl 0.1 0.0 0.0 0.0 o.c .0
Other nonreschedulable debt 1.5 L9 29 15 12 (Wi} 1.1
Bank debt 9.1 10.6 10.6 0.0 0.0 0.0 0.0

Sources: Caisse Autcnome ¢ Amortisserment du Cameroun; and staff estimares and projectioss.

1/ Fiscal vear begins fn July.

2/ External debt stacks at the end of 1997/98 were revised upward to reflect new drawings and the conclusion of sorte Fifth Paris Club
bilateral agreements. Estimates for 1998/93 were revised in line with the loan-by-Jozn reconciliation exercise of November 1999,

3! Includes arrears on interest and principal, as well as accumulated late interest.

4/ Discrepancies betwsen stocks and flows of arrears stem largely from flucmations in exchange rates. For 2001/02, the eiimination
of arrears refiected the expscted agreement with the Londan Club. Orly the net impact of such an agreement iz reflected in
the balance of payments and fiscai accounts, peuding the formulation of a concrete debt- and debi-service-reduction propesal by commereial
creditors,

5/ Excluding the deferra! of arrears stemming from the Second, Third, and Fourth Paris Club agreemens.

& Until an agreemant on the restructuring of commercial debt is concluded, il is assumed that arrgars are not cleared. The figures are subject 1o char
late intersst calculations are made. :

% Including the deferral of armears stemming from the Second, Third, and Fourth Paris Club agreements.

8 Afer traditional debt-relief mechanisms.



Table 16. Cameroon: External Deht Service Due, 1999/2000-2004/05 1/

{In ballinos ofCFA francs}

1999/00 200001 2001402 2062/03 e Z003/04 2004/05
Principal loterest Total Principal Interest Total Principal Interest Total Principal Intcrest Fital Principal Interest Total  Princtpal Enterest Total
Hstinnales Revised projections
TFotal external public debt service 319.0 mnro 551.0 322 220.6 532.8 3224 183.6 5060 3120 176.6 488.7 3417 166.6 508.3 308.6 166.3 475.1
1ebt service on debt outstanding

at end-June 1997 2/ 3087 193.2 5019 3122 216.6 5288 3224 7.6 500.0 3121 159.5 471.6 341.7 1459 4876 292.% 125.7 418.6
Multilzateeal H6.6 4t.3 108.4 71.0 XN 104.6 69.1 285 97.6 661 M4 805 67.4 228 90.2 L7 146 66,2

Of which . IMF 1.8 t8 136 4.6 6o 5.5 00 i7 b7 25 0.6 3.1 12.4 1.6 4.0
Official bilateral 2037 136.7 3403 1882 1583 3475 190.5 144.2 3348 2296 1318 3614 2573 £20.7 378.0 2384 106.4 344.5
Paris Club 144.2 135.1 22 1818 155.5 3372 184.5 141.5 3260 2238 128.1 353.0 2504 117.9 368.0 2334 104.1 3376
Pre-cutaff date debt 116.2 1108 2710 1533 127.6 2808 152.0 117.8 269.9 186.2 1083 294.5 004 96.5 296.9 1579 8i.1 239.0
Previously rescheduled 64.1 01,7 1558 1104 187 2301 109.7 1128 2215 160.5 1050 265,35 1794 94.5 2739 1422 78.5 2207
First Paris Club zpreement 313 49 36.2 0.1 no [eX] 2.1 00 0.1 0.1 0.0 18 01 00 ot 0.0 0.0 (%)
Second Paris Club agreement 328 372 0.0 519 336 915 548 28.0 8238 63.0 236 6.6 625 pixe 825 60.0 9.9 69.9
Third Paris Ciub apreement a0 234 234 L6 25.7 V2 19 304 323 439 w7 728 356 26.7 823 55.5 27.8 83.3
Fourth Panis Club agresment 0.0 263 263 70 27T 347 8.0 4.2 32.2 10.2 238 34.0 15.0 227 317 212 233 44.3
Fifth Paris Club agrecinent o0 0.0 0.0 43.8 328 T6.6 443 s 5.1 44.1 279 1240 46.2 251 i 5.6 17.5 23.0
Not previously reschednled 521 1%.0 il 42.9 78 50.7 424 30 47 4 257 33 20.0 210 2.0 23.0 156 2.7 183
Post-cutoff-date debt 3/ 28.0 243 522 28.5 279 56.4 32.3 237 56.1 315 20.8 58.5 48.7 204 711 756 23.0 98.6
Non-Paris Club 59.5 16 611 74 29 10.3 6.0 2.7 8.7 5.7 27 8.4 1.2 28 16.0 47 23 7.0
Commercial banks 206 80 286 2R .3 3l 4.2 0.7 4.9 0.0 0.0 hia] .0 0.0 0.6 1.3 36 4.9
Of whick : World Bank cofinancing 24 16 4.0 2R 0.3 EX| 4.2 0o 42 0.0 0.0 0.0 o0 0.0 [+ 4] 0.0 5.0 0.0
Short term and Paris Club deferred 178 71 24.9 93 4.1 13.4 137 Al 17.8 114 33 147 2.1 23 4.4 19 L 30
Other 4/ 10.3 112 42.5 40.0 20.2 G2 450 0.0 43.0 50 0.0 5.0 5.0 0.0 5.0 0.0 0.0 0.0
Debt service on new loans 0.0 67 6.7 6o 4.0 40 [IRH] X)) ad 0.0 17.¢ 17.1 0.0 20.7 0.7 15.7 40.8 56.5

Sources: Caisse Autonome &' Amortissement du Cameroun; and slaff estirates and projections.

I/ Beforc debt relief. Fiscal year begins in July.

2/ To account for the impact of the Fifth Paris Club agreement in this table, we assume for simplicity that it took effect as at Jnly 1, 1997, instead of
Oclober 1, [997. The original agreement, which expired in August 2000, was extended o ead-December 2000,
3/ Bxcluding service on arrears deferred in Second, Third, Fourtk, and Fifth Paris Club agreements.

4/ Tnclyding cushion built into the projections.
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Table 17. Camercon: Indicators of External Vulaerability, 1995/96 -2000/01 !

1995/96  1996/97 1997/98  1998/9%  1999/00 2000/01

Exports (percent change, 12-month basis in .S, dollars) 3.0 131 -0.9 -6.0 263 0.3
Tmports {percent change, 12-month basis in U.S. dollars) 11.8 12.2 6.9 2.9 3.7 6.3
Terms of trade (percent change, 12-month basis) -8.6 5.1 -4.5 -157 413 33
Curzent account balance (in percent of GDP) 4.1 2.8 -2.5 -4.1 -1.7 24

Caputal and financial account balance (in percent of GDP) 33 1.2 2.5 4.1 1.7 23
Gross official reserves (in mitlions of U.S. dollars) 2 '

(in months of imports of goods and services of the following year) ?
Gross reserves of the bankinp system (in millions of U.S. dollars) 2

{in months of imports of goods and services of the following year) *
Ceniral Bank short-term foreign liabilities (in millton of U.S. dollars) 2
Official reserves/broad money (M2) {in percent) >
Total shorl lerm external debt by original maturity (in millioss of U.S. dollars) 258 22.0 11.0 6.8 4.6 0.5
Total short (erm external debt by remaining maturity (in millions of U.S. dollars;  893.8 7371 2993 547.7 437.2 3538
Total short term external debt/reserves by ongimal maturity (in percent) :

Total short term external debt/reserves by remaining maturity (in percent) z
Total Public and Publicly guaranteed debt {in millions of 11.S. dollars) 7,804 6,922 7,519 7,652 6,524 6,029

Total external debt to exports of goods and services (in percent) 385.4 300.2 326.1 341.5 2359 222.4
External interest payments to exports of goods and services (in percent) 253 219 19.4 193 12.9 11.1
External amortization payments to exports of goods and services (in percent) 342 22.4 21.0 259 8.2 15.9
Exchange rate (per U.S. dollar, period average} 502 541 602 588 658 735
Exchange rate {per U.S. dollar, end of period ) 515 SHR 612 621 711 769
Net foreign assets of commercial banks (in millions of U.S. dollars) 6.7 73.0 51.1 54.8 69.5 65.2

Sources: Cameroonian authorities; and staff estimates.

'Fiscal year begins in July.
* Not applicable, as Cameroon is a member of the Central African Economic and Monetary Community (CEMAC), and the
monelary policy is conducted by the regional central bank (BEAC).



Table 18. Camercon: Indicators of Fund Credyt, 1997/98-2004/05 1/

1997/98  1998/99 1999/00  2000/01 2001/02  2002/03  2003/04 2004/05
Est. Projections
Fund credit outstanding !
(end of period)
In millions of SDRs 90.5 131.7 1593 204.2 236.0 2651 2676 244.1
In millions of U.S. dellars 1i9.2 1759 200.6 2534 3023 3408 3443 314.8
In billions of CFA francs 729 109.2 142.6 194.9 218.8 244 4 2459 2239
In percent of quota 48.7 708 858 110.0 1271 142.8 144.1 1315
Detd service to the Fand
In millions of SDRs 142 15.8 9.7 5.9 1.8 4.5 153 25.1
In millions of U.S. doliars 19.2 21.2 132 7.6 23 5.8 19.6 323
In billions of CFA francs i1.6 12.5 8.7 5.0 1.7 4.2 14.0 23.0
Tn percent of:
Export of goods and nonfactor services 0.8 0.9 0.5 0.3 0.1 0.2 0.8 1.3
Total debt service due 2.1 2.1 1.6 1.1 03 0.9 2.8 5.0
Government revenue 1.4 1.5 0.8 .4 0.1 0.3 1.1 1.6
GDP 0.2 0.2 0.1 0.1 0.0 0.1 0.2 0.3
Quota 7.7 8.3 5.2 32 1.0 24 8.2 135
Debt service to the Fund
{in millions of SDRs)
Charpes 33 30 13 1.0 1.8 1.8 1.8 1.6
Repurchases/repayments 11.0 12.8 8.5 4.9 0.0 2.7 13.5 234

Sources: IMF, Treasurer's Department; and staff estimates and projections.

1/ Fiscal year begins in July.
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Table 19. Cameroon: Review and Phasing of Disbursements Under the Three Year
Poverty Reduction and Growth Facility Arrangement

(In millions of SDRs)

Date of Board Approval Conditions Disbursement

December 21, 2000 Disbursed upon Board approval of the 15.92
three-year PRGF arrangement.

July 16, 2001 Disbursed upon completion of the first 15.92
review under the PRGF arrangement by the
Board; end-March 2001 performance criteria.

On or after January 9, 2002 Completion of the second review under 15.92
the PRGF arrangemnent by the Board;
end-September 2001 performance criterie.

On or after July 13, 2002 Completion of the third review under 1592
the PRGF arrangement by the Board;
end-March 2002 performance criteria.

On or after January 15, 2002 Completion of the fourth review under 15.91
the PRGF arrangement by the Board;
end-Septerber 2002 performance criteria.

Omn or afier July 15, 2003 Completion of the fifth review under 15.91
the PRGF arrangement by the Board;
end-March 2003 performance criteria.

On December 20, 2003 Completion of the final review under 1592
the PRGF arrangement by the Board;
end-September 2003 performance criteria.
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December 28, 2001

Mz, Horst Kohler

Managing Director
International Menetary Fund
700 19" Street, N.W.
Washington, D.C. 20431
US.A.

Dear Mr. Kohler:

1. The government of Cameroon is implementing a medium—term economic and financial
program, which is supported under the new three-year arrangement under the Poverty
Reduction and Growth Facility (PRGF) approved by the IMF Executive Board on December
21, 2000. The main goal of the policies and reforms is to achieve a sustainable reduction in
poverty through high economic growth, increased private investment, improved efficiency of
public expenditure, strengthened governance, and well-targeted poverty reduction measures.
This letter, which supplements that of December 6, 2000 and the supplementary letter of June
28, 2001, reviews Cameroon’s performance during the first annual program (October 1, 2000-
September 30, 2001) supported by the PRGE arrangement. It also outlines the government’s
objectives and policies for the second annual program (October 1, 2001-September 30, 2002)
and takes stock of the progress achieved in implementing the enhanced Heavily Indebted Poor
Countries (HIPC) Initiative, including the preparation of a full-fledged poverty reduction
strategy paper (PRSP). The government reiterates its resolve to achieve the objectives set forth
in its medium-term program, particularly in light of a less favorable prospective international
environment and the mounting domestic spending pressures that could materialize ahead of the
elections expected in 2002.

2. During the first annual program, the good record of macroeconomic performance
established under the previous arrangement (1997-2000) in the macroeconomic area continued
and the structural reform process progressed further. All the quantitative performance criteria
for end-March and end-September 2001 were met, with the exception of the end-March 2001
criterion for net bank credit to the central government because of unexpected delays in the
privatization of the telecommunications company (CAMTEL). In the same vein, all the
quantitative benchmarks for end-December 2000 and end-June 2001 were also met, except for
the floor on the reduction of domestic arrears, which was missed owing to a slower-than-
envisaged pace of securitization of domestic arrears. In this regard, the government faced
difficulties in convincing small creditors to accept securities in exchange for their claims.
Furthermore, the results of the validation process carried out in 2000 were significantly
challenged for some types of claims, thus, forcing the authorities to reopen the issue. The
verification of these claims has now been completed and the strategy is being revised, with the
intention of paying all remaining claims in cash.

3. With regard to structural reforms, all the performance criteria and benchmarks [or the
first half of the program year were met, with the exception of the development of a computer
interface for maintaining the government payroll file updated, owing to unexpected technical
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difficulties encountered in the implementation of the four pilot sectoral sites (Ministries of
Economy and Finance, Education, Health, and Civil Service). As regards governance, the
financial audit for fiscal-year 1999/2000 (July-June) and the second phase of the organizational
and operational audit of the oil company (SNH)} were completed. The privatization of the
electricity company (SONEL) was also completed. In contrast, due in large part to reasons
beyond its sole control, the government was unable to implement a number of the structural
measures envisaged for the second half of the program year, which ended in September 2001.
In particular, the negotiations with the bidder selected for the privatization of CAMTEL could
not be concluded. As a result of intensified efforts, however, many of these measures are now
in place. The consultant’s contract has been signed, and he has received the terms of reference
of the mission (ordre de mission), together with the effective launching date of the technical
audit of the judiciary system. The government has also begun to address the worrisome
problem of saisies-attribution (see para. 13 below). Negotiations pertaining to the privatization
of the national water company (SNEC) were intensified, and an offer for the tea component of
the Cameroon Development Corporation (CDC) was received. Further progress was also made
in the implementation of the rehabilitation plan for the Postal Savings Bank, with the
appointment in October 2001 of its top management and the launching in December 2001 of
the bids for the selection of consultants to assist with the restructuring.

4. Preliminary estimates suggest that the pace of economic activity in 2001/02 was broadly
in line with the assumed real GDP growth of 5.3 percent. Investment related to the Chad-
Cameroon pipeline proceeded more rapidly than envisaged; other private residential and
business construction gained momentum; and investment in the wood processing sector
expanded. However, the 12-month national consumer price inflation rate accelerated to about

3 percent on an average basis (versus a programmed annual rate of 2 percent), driven by higher
foodstuff prices following a drought in the northern provinces and increased demand from
neighboring countries. Budgetary performance was somewhat better than programmed, with
the primary surplus for the first annual program CFAF 14 billion larger (0.2 percent of GDP)
than envisaged in the program. The improved revenue performance and lower-than-
programmed domestically financed public investment expenditure more than offset the
overruns in domestic noninterest current expenditure. Total revenue was (.3 percent of GDP
higher than programmed, reflecting continued good performance in both o1l and non-oil
revenues, Current noninterest expenditure exceeded the target by 0.2 percent of GDP, owing to
slippages in the wage bill, other goods and services, and transfers and subsidies during July-
September 2001. Domestically financed capital expenditure remained significantly lower than
targeted, mainly on account of delays in approving the HIPC Initiative-related spending. At the
same time, however, foreign-financed public investment was higher than targeted. Monetary
developments during the first annual program showed a moderate expansion of credit to the
private sector and a net repayment to the banking system by the central government of CFAF
79.9 billion (1.3 percent of GDP). Cameroon’s contribution to the improvement in the net
foreign assets position of the regional central bank (BEAC) further strengthened and broad
money increased by 17 percent by end-September 2001, reflecting mainly an increase in bank
deposits.
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Macroeconomic and budgetary prospects for the second annual program (October 1,
2001-September 30, 2002)

5. Based on recent developments and the October 15, 2001 World Economic Outlook
(WEQ) projections, the macroeconomic framework assumes real GDP growth rates of

4.6 percent and of 4.9 percent (down from initial projections of 5.5 percent and 6 percent) for
fiscal-years 2001/02 and 2002/03, respectively. It also assumes real non-oil GDP growth rates
of 5.0 percent and 5.5 percent for the same years (down from initial projections of 6.1 percent
and 6.2 percent), reflecting a less favorable external environment and the delays in structural
reform. The 12-month national consumer price inflation rate is projected at less than 3 percent
for the second annual program, as the supply of foodstuff is expected to improve and imported
inflation to remain low. The projected decline in oil prices will result in a deterioration of
Cameroon’s terms of trade, which, combined with the long-term decline in oil output, is
expected to have a negative impact on both government oil revenue and national income.

6. The government will continue to adhere to a cautious fiscal stance during the second
annual program. Oil revenue is projected to amount to 4.9 percent of GDP in 2001/02 and to
3.3 percent of GDP in 2002/03, based on (i) average oil prices for Cameroon of US$19.9 per
barrel and of US$19 per barrel, respectively; and (ii) oil output projections of 39.3 million
barrels and 35.3 million barrels, respectively (versus initial projections of 38.1 million and of
37.7 million barrels-- reflecting the long-term decline in production as the major known
oilfields are expected by both the oil industry and the authorities to be depleted by 2010/11).
With a further strengthening of tax and customs administrations and the programmed tax
initiatives (see paras. 9, 10, and 11 below), and based on the assumed growth in the non-oil
sector, non-oil government revenue should remain at 16 percent of non-oil GDP in 2001/02.
Noninterest expenditure is targeted to increase to no more than 16 percent of GDP. The
increase is mainly driven by (i) HIPC Initiative spending of CFAF 95 billion (1.4 percent of
GDP); and (ii) a higher wage bill; together, these would allow for selective new recruitments in
the context of the medium-term sectoral strategies in education and health. The higher wage
bill also reflects the gradual implementation of new statutes for the various professions within
the civil service. Transfers and subsidies will be limited to 1.8 percent of GDP, and
domestically financed and foreign-financed public investment is targeted at 2.5 percent of GDP
and 1.5 percent of GDP, respectively. On this basis, the primary fiscal surplus should reach
4.8 percent of GDP in 2001/02, and the overall fiscal situation, on a commitment basis and
excluding grants, will be balanced. Excluding expenditure financed by the savings resulting
from the enhanced HIPC Initiative, total expenditure would be limited to 18 percent of GDP in
2001/02, with public investment expenditure targeted at 2 percent of GDP.

7. Improving public expenditure management will continue to be at the core of the second
annual program. The government is aware that a swift improvement in public expenditure is
critical to achieve its budgetary targets, further consolidate macroeconomic stability, and
enhance Cameroon’s fiscal policy credibility. To this end, some of the deficiencies of the
existing fragmented and obsolete information system that monitors budget execution are being
addressed on an urgent basis, in line with the action plan developed with the Fund’s Fiscal
Affairs Department (FAD) and other donors’ technical assistance, which was finalized and
formally adopted on December 28, 2001 (a prior action). The priorities, as indicated in Table 2,
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are to (i) implement a new budget classification; (11} link the cxisting information systems at the
treasury with that at the budget department of the Ministry of Economy and Finance; and (iii)
pursue the work on improving the quality of fiscal data, with a view to eliminating
inconsistencies between the treasury balances and the budget execution tables (including,
notably, the table on central government financial operations (tableau de bord)). Moreover, the
action plan sets a path to migrate successfully from the existing system to a fully integrated
computerized information system to manage central government revenue and expenditure from
the commitment to the payment stage (chaine des recettes et des dépenses publiques) by end-
September 2003.

8. Furthermore, the government has started to (i) strengthen internal controls, along the
lines of the recommendations of the September 2001 FAD mission on the treasury; and

(ii) develop an action plan, by end-March 2002, to ensure proper exlernal control of ceniral
government finances (through, notably, the introduction of an external audit body (Chambre
des Comptes). Steps are also being implemented to (i) further enhance budgetary procedures
and the quality of public expenditure; and (ii) reduce the supplementary period for closing the
accounts of the preceding fiscal year to no more than 60 days. Finally, the government will also
(i) pursue the implementation of the other key measures that are already contemplated under
the program, including, notably, the multiyear settlement plan to clear domestic arrears;

(ii) continue (o further enhance the quality and timeliness of the quarterly reports on the
financial and physical execution of the budget of key Ministries (including Education, Health,
Public Works, and Agriculture); and (iii) improve the coordination between the debt agency
Caisse Autonome d’Amortissement (CAA) and the relevant departments in the Ministry of
Economy and Finance (including, notably, the treasury and the budget department), with
respect, particularly, to monitoring of domestic public debt. In this regard, the CAA will start
collecting information on (domestic and external) loans contracted by public enterprises.

9. The government will continue to strengthen ifs capacity to mobilize non-oil revenue
through measures to enhance customs and tax administration. These include, notably, (i) the
adoption of a code of tax procedures; (ii) the establishment, within the tax directorate, of a
large-taxpayer unit to monitor and control tax liability for the 300-400 largest taxpayers;

(iii) the reorganization of the central tax administration along functional lines; and

(iv) improvement of the administration of the valvue-added tax (VAT) and forestry taxation,
including the securitization of forestry receipts through the effective levy of the 17.5 percent
exit tax on timber at the entrance to the points francs (entrée points francs) and the
implementation of a system of adjudication for export quotas of unprocessed logs. Furthermore,
the government will also pursue its preparatory work for (i) the formulation of a comprehensive
reform of the income tax system; and (ii) the introduction of a property tax, based on a land
survey (cadastre fiscal) that is being put in place. The government plans to submit its income
tax reform plan to the National Assembly in 2002.

10. In the customs area, the government will pursue the implementation of its reform
program, including the strengthening of the single processing window (guichet unique) for
external trade. In addition, it will continue carrying out the other priority measures which are
already contemplated in its previous letters of intent to improve the administration of customs,
increase revenue, and simplify international trade procedures. In particular, the government will
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ensure that the computer links between the tax and the customs information systems are
operational, so as to facilitate the exchange of data between the two information systems. The
government will also improve the physical and documentary controls for the release of goods
(prise en charge des marchandises) and ensure that the control system for exemptions and
special-status traffic (transit, bonded warehouses (entrepdts), and temporary admissions) will
be strengthened, procedures simplified, and the computer system (PAGODE) modernized
(following its successful securitization in March 2001). The government will implement
additional revenue-enhancing measures in line with the recommendations of the FAD technical
assistance mission of October-November 2001. In particular, it will (i) strengthen the valuation
office; (ii) improve the collaboration with the Société générale de surveillance (SGS),
especially with a view to double-checking the valuation of imported merchandise; and

(1ii) strengthen ex post controls,

11.  The government is committed to not introducing any new tax and customs exemptions,
and to enhancing VAT refund procedures. In order to limit the magnitude of the negative
budgetary effects of the recently introduced exemptions, the government reiterates its
commitment to restrict VAT exemptions on computer material exclusively to computers and to
the program period. As regards exemptions to support the development of the press, a special
unit, comprising representatives from the Ministry of Communications and the customs and tax
administrations, has been established for the issuance of exemption certificates to eligible
companies on a casc-by-case basis and in a transparent manner. The government reiterates its
commitment to restrict exemptions granted to support the HIV/AIDS program to those products
that are specifically required to ensure detection of the HIV/AIDS virus and treatment and to
grant them only for the duration of the remainder of the current three-year program. In addition,
the government is committed to (i) undertaking an evaluation of the revenue loss stemming
from the existing exemptions on VAT and on the special tax on petroleum products (TSPP};
and (ii) formulating a plan to reduce VAT exemptions over a five-year period in order to return
to the basic regime (1998/99 Budget Appropriations Act).

12.  The monetary projections have been revised, taking into account recent developments,
including the impact of the September 11, 2001 events on the terms of trade and the balance of
payments. The reduction in Cameroon’s contribution to the net foreign assets position of the
regional central bank (BEAC) would be contained and net bank credit to the central
government would be increased by CFAF 15 billion (on a cumulative basis from end-June
2001) by cnd-December 2001 (a benchmark) and reduced by CFAF 11 billion (on a cumulative
basis) by end-March 2002 (a performance criterion). Money growth is projected (o slow
progressively over October 1, 2001-March 31, 2002.

Governance

13.  The government is determined to implement the programmed measures included in its
letter of intent of December 6, 2000 and supplementary letter of intent of June 28, 2001. The
technical audit of the judiciary system will begin in early January 2002, as specified in the
consultant’s terms of reference (ordre de mission) (a prior action), which are in time with those
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agreed with the IMF and World Bank. In the meantime, the government has also taken steps to
address some of the judicial deficiencies that could have an adverse impact on the health of the
banking system and private sector investment. In this regard, it has started to investigate
thoroughly the cases of saisie-attribution and will forward its recommendations to the relevant
bodies, in order to (i) ensure that all necessary corrective actions are taken and appropriate
sanctions imposed, as required; and (ii) propose legislative, regulatory, and other provisions
necessary to correct the nonfunctioning features in the saisie-attribution procedure. Moreover,
the government will intensify its ongoing efforts, including, notably, by (i) conducting seminars
at the provincial level to inform and train magistrates regarding the legal provisions of the
Organization for the Harmonization of Business Law in Africa (OHADA) Treaty and their
interpretation and implementation; (ii) rendering the general inspection office of the judicial
system operational and effectively implementing controls by the Heads of Court in their
respective jurisdictions; (iit) codifying the OHADA’s legal provisions and communicating
them to all magistrates; and (iv) promulgating the Cameroonian laws as foreseen under the
OHADA Acts.

14, The government is committed to taking additional steps to improve transparency and
accountability in public sector management and to combat corruption. These steps, which are
consistent with the World Bank recommendations, include, notably, the following: (i) starting
effectively, before December 31, 2001 the audit, by an internationally reputed independent
auditor, of the government procurement contracts in fiscal-year 2000/01, with a view to
completing the audit by end-March 2002; (ii) signing the decree pertaining to the tender
commissions before January 31, 2002; and (iii) adopting, before December 31, 2001, an
updated action plan for the implementation of the procurement reform. Moreover, with the
assistance of the World Bank and other multilateral partners, the government has articulated a
number of specific actions in the context of its priority action plan of August 2000 for
improving governance and combating corruption. These include, in particular, (i) posting on
the government’s website the priority action plan; (ii) rendering operational anticorruption units
in ten ministries, including the governance observatory in the Ministry of Education; and

(iii) adopting an action plan, before end-March 2002, for the establishment of the jurisdictional
bodies called for in the constitution, including an audit body for the external control of the State
finances.

Structural and sectoral policies

15.  The government is determined to consolidate and deepen the ongoing reforms in several
structural and sectoral core areas, with a view to stimulating private sector investment,
enhancing the competitiveness and efficiency of the economy, boosting production, and
consolidating the recent gains on the macroeconomic and budgetary fronts. In addition to the
actions in the area of governance (paras 13 and 14 above), actions in the financial sector will
continue to be designed and implemented in close consultation with the World Bank and IMF
staffs. Actions in the other core areas of privatization, petroleum, transport, forestry, and
agribusiness will continue to be designed and implemented in close consultation with the
World Bank.
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16.  In the financial sector, the government will continue to follow up on the progress in
implementing the single commercial bank licensing system within the Central African
Economic and Monetary Community (CEMAC). It is also determined to complete the
implementation of the other key measures already committed in its December 20, 2000 and
June 28, 2001 letters of intent, in line with the recommendations of the Financial Sector
Assessment Program (FSAP) of May 2000, in order to strengthen the financial system and
ensure the viability and resilience of Cameroon’s financial system. These measures include, in
particular, (i) implementing the recently adopted plan for the financially troubled state-owned
Postal Savings Bank, with a view to completing the rehabilitation by end-September 2002;
(ii) bringing to an end, by end-December 2001, the processing of the registration requests
(dossier d’agrément) of the saving and loan cooperatives (COOPECs) and eliminating from the
registry of the Ministry of Agriculture the cooperatives that have not presented a request and,
therefore, will be closed; (iii) supporting the ongoing work under the auspices of the Central
African Banking Commission (COBAC) on the preparation of a regulatory framework for
microfinance, to be adopted in early 2002; (iv) completing the bank liquidation run by the
Société de Recouvrement des Créances (SRC), with the exception of the BMBC and BCCI by
end March 2002 (in this regard, the government will ensure that the financial compensation to
the legitimate beneficiaries is conducted in a transparent manner and equitably); (v) pursuing
the ongoing work on reforming the payments system undertaken with the assistance of the
World Bank and the IMF; and (vi) pursuing the broad reform of the social security system in
accordance with the strategy adopted by the interministerial committee in November 1999.

17. With regard to the privatization program, the government reiterates its commitment to
address the remaining issues and complete within a reasonable time frame the privatization of
SNEC and CAMTEL, which is critical to the provision of better services, an increase in
investment and growth, and the reduction of poverty. As regards the SNEC, the government
hopes to finalize the agreement with the interim adjudicator before end-December 2001.
However, in the absence of such an agreement, an interim administrator will be appointed in
January 2002 and the privatization process relaunched. As regards CAMTEL, with the failure
to reach agreement with the interim adjudicator, the government has turned to the second
bidder, who has until January 20, 2002 to submit a final offer.

18. In the petroleum sector, the authorities will make sure that the provisioning by the SNH
for depleted oil wells is made on a regular basis and in line with the related contractual
arrangements. The bidding process for the sale of the shares held by the SCDP (the petroleum
storage facility) on behalf of the government will be launched before end-May 2002, so0 as to
transfer these shares to the private sector, which will thereafter manage the SCDP. Among the
recommendations of the action plan to reform the petroleum sector formulated in late 2000, the
government will, by end-June 2002, (i) redefine the role and responsibilities of the private
sector, the SNH, the ministry responsible for hydrocarbons and other entities involved in the
hydrocarbon sector and provide a timetable for the implementation of the reform program;

(ii) submit to parliament the new natural gas code; and (iii} provide a strategy and an action
plan for promoting private sector investment in the hydrocarbon sector. It will also ensure that
SNH completes the installation of its upgraded financial management and accounting, Finally,
should world oil prices rise above US$25 per barrel in 2001/02, the government will adjust
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upward the prices of gasoline (super) and gas oil, as appropriate, in the context of the automatic
petroleum retail price mechanism, so as to prevent the reemergence of any petroleum subsidies.

19. In the transport, forestry and agro-industrial sectors, which are critical for improving
competitiveness and enhancing job creation opportunities, the government will pursue the
reforms agreed with the World Bank and other donors. As regards air transportation, the
government intends to recruit a consultant to conduct a comprehensive evaluation of the
national airline (CAMAIR), with a view to completing the evaluation by May 2002 and
recruiting, by end-September 2002, an adviser to help launch the privatization of the company.
In the port sector, in particular the port of Douala, the priorities are to (i) complete the
institutional reforms, including the adequate financing of the autonomous port of Douala and
the liquidation of the former Office National des Ports du Cameroun (ONPC); (ii) privatize
industrial and commercial activities; (iii} reduce the clearance delays of containerized
merchandise to seven days for imports and two days for exports, based on the action plan put in
place in line with the ongoing customs reform; and (iv) modernize the operations of the
container terminal by selecting a concessionaire through international bidding. In the forestry
sector, in addition to the fiscal measures specified in para. 9 above, the government will, by
December 31, 2001, (i) adopt the regulatory texts and attribute the contracts and/or conventions
required to ensure satisfactory implementation and supervision of the management plans;

(ii) adopt the legal instruments needed to define the priority rights of forestry communities in
rural forests; and (iti) prepare a draft decree revising the statutes of the National Forestry
Development Office (ONADEF), in line with the recommendations of the institutional audit of
the sector. Moreover, the government will apply legal sanctions in the event of serious
violations of forestry rules and management plans, and will make public the list of cases that
have been dealt with and/or are in process. In the agro-industrial sector, the key policy actions
are (i) the privatization of the remaining agro-indusiriat enterprises, including SODECOTON (a
review of the strategy in the cotton sector and a launching of the bidding process) and the CDC
(an analysis of the financial offer in February 2002, appointment of an interim adjudicator for
the tea crop component by March 2002, and the launching of a new bidding process for the
other three non-attributed crop components).

Social and poverty reduction policies, PRSP preparation, and use of savings resulting
from the debt relief under the enhanced HIPC Initiative

20.  The main focus of the government’s social policies is to ensure that strengthened
economic performance translates into tangible results in terms of job creation, poverty
reduction, and an improvement in the economic welfare of the population as a whole. To this
end, the authorities have started to strengthen the technical and administrative capacities of
several sectoral ministries in the priority sectors of health, education, and urban and rural
development, with assistance from the World Bank and other donors. Comprehensive strategies
for the health and education sectors have already been formulated, their respective costings are
being carried out, and progress is being made in formulating strategies in the other priority
sectors (rural and urban infrastructure). A first series of programs and projects to be financed
through the savings resulting from the debt relief under the enhanced HIPC Initiative was
adopted on October 26 and on December 6, 2001, for a total amount of CFAF 35 billion. The
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selected programs and projects are concentrated in the priority poverty reduction-related sectors
of education, health, urban sanitation, rural road infrastructure, and safe drinking water. In line
with the orientations specified in the decision point document of October 2000, the key aim of
these programs and projects is to improve the delivery of social services. Moreover, the work
on the formulation of a second series of programs and projects to be financed through the
savings of CFAF 58 billion (expected for the current fiscal-year 2001/02) will be discussed by
the national consultative committee for the follow-up on the implementation of the HIPC
Initiative in the first quarter of 2002.

21.  Consistent with its action plan of September 2001 for the preparation of a full poverty
reduction strategy paper (PRSP), the government is pursuing the preparation of a high-quality
PRSP. The process, which relies on an enhanced participatory approach, is progressing well
and is expected to be completed by June 2002. It draws extensively on the results of the
sectoral strategies, the ongoing household survey, and other pertinent analytical and empirical
studies. In the meantime, a PRSP Preparation Status Report is being prepared and will be
submitted to the Executive Boards of the World Bank and the Fund by end-December 2001.

22, The savings resulting from the debt relief under the enhanced HIPC Initiative have been
deposited into a special account opened at the central bank (the BEAC). The government
remains committed to pursuing its policy of making deposits at the special account at the
central bank (including the savings from bilateral debt relief). It is also fully aware of the
importance of holding regular meetings of the national consultative committee for the follow-
up on the implementation of the HIPC Initiative; these meetings are vital to ensure that the use
of available resources is closely monitored and remains consistent with the ongoing efforts to
improve public expenditure management, the orientations specified in the October 2000
decision point document, and the priorities being discussed in the context of the preparation of
the full PRSP.

External sector policies and debt management

23. A key objective of Cameroon’s external policy remains to enhance external
competitiveness in order to achieve external viability and strengthen growth prospects. To this
end, the government will continue to implement and even further strengthen the efficiency-
enhancing measures of the program. It will also continue to take the lead in promoting
enhanced regional integration in the Central African Economic and Monetary Community
(CEMAC) zone through further reductions in the common external tariff (to a maximum of

20 percent rate) and in the number of bands (from five to four), as well as through the
enactment of a common investment charter. Finally, it has also started to effectively implement
the new foreign exchange regulations (réglementation des changes) of the CEMAC,

24.  Following the Paris Club agreement of January 24, 2001 to support Camercon’s
program with a comprehensive and concessional treatment under the enhanced HIPC Initiative,
the government requests that the deadline for signing the bilateral agreements be extended
through end-March 2002. The government will pursue its efforts to reach agreement on
commercial bank debt, following its settlement offer of May 2001 to buy all external
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commercial debt and insured supplier and trade credits. While the commercial banks’
counteroffer of July 2001 is significantly different from the government’s proposal,
negotiations are expected to be completed by June 2002. The government will endeavor to
ensure that the terms under all the agreements with non-Paris Club creditors are at least as
favorable as those obtained recently from the Paris Club under the enhanced HIPC Initiative.

Prior actions, request for waiver, and program menitoring and review

25.  The government understands that the following measures constitute prior actions that
would need to be in place before Cameroon’s documents are issued for Executive Board
consideration:

e adoption of an action plan to introduce a fully integrated information system to manage
central government revenue and expenditure, consistent with the recommendations of
the Fund’s FAD;

¢ signing of the contract of the consultant and notification of the terms of reference (ordre
de mission), together with the effective launching of the technical audit of the judiciary
system ; and

s effective functioning of the operational interface (ANTILOPE-SIGIPES) for keeping
the government payroll updated in all four sectoral pilot sites (i.e., Ministries of
Economy and Finance, Education, Health, and Civil Service).

26,  The government requests a waiver for the nonobservance, on September 30, 2001, of
the structural performance criterion on the completion of the development of the computer
interface (ANTILOPE-SIGIPES) to ensure that the salary file of the government payroll system
remains current. The four pilot sites were not in place by September 30, 2001, for the reasons
explained in para. 3 above. Following the implementation of these sites, the ANTILOPE-
SIGIPES interface became operational on December 10, 2001.

27.  To monitor program implementation, a number of quantitative benchmarks for end-
December 2001 and quantitative benchmarks and performance criteria for end-March 2002
have been established, as specified in the attached Table 1. In addition, the reform measures
specified in Table 2 constitute structural performance criteria and benchmarks for the first half
(October 2001-March 2002) of the second annual program. The government considers that
these are essential for (i) achieving the macroeconomic objectives of the program;

(ii) improving public expenditure management; and (iii) enhancing the prospects for increased
private sector investment.

28.  In view of the uncertainties about external debt relief and oil prices, the program
contains a built-in contingency mechanism for the adjustment of the quantitative benchmark
and performance criteria, as spelled out in the attached technical memorandum of
understanding (TMU). In the same vein, given the uncertainties surrounding the
implementation of the privatization program, the related receipts are excluded from the
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definition of the ceiling on net bank credit to the government. If the privatization receipts
materialize, the government will agree with Fund staff on the specific use of these resources.

28.  The fourth disbursement under the PRGF arrangement will be subject to (i) the
obscrvance of the end-March 2002 performance criteria; and (ii) the completion of the third
review by no later than mid-July 2002. The review will focus mainly on public expenditure
management, budgetary non-oil revenue performance, customs and tax administration reform,
detailed strategies in the povertly reduction-related priority sectors, further advancement in the
preparation of the full PRSP, and progress in governance. The fifth disbursement under the
PRGF arrangement will be subject to (1) the observance of the performance criteria to be
established in the context of the third review; and (i1) the completion of the fourth review
scheduled for mid-January 2003. The third annual program supported by the PRGF
arrangement will be discussed with the staff in latc 2002.

30. As in the past, program implementation will be regularly examined in cabinet meetings
chaired by the Prime Minister, Head of Government. An Interministerial Supervisory Council,
chaired by the Minister of Economy and Finance and comprising the key economic and social
scctor ministers, has effectively started to coordinate program implementation with the
assistance of the CTS (technical committee for the implementation of the economic programs).
The CTS will provide Fund staff with all the necessary data on a timely basis to cffectively
monitor the program. To this end, the government also will continue to improve data quality,
coverage, and timeliness in the context of the General Data Dissemination System (GDDS).

Sincerely yours,

Peter Mafany Musonge
Prime Minister
Head of Government
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Table 1. Cameroon: Quantitative Performance Criteria and Benchmarks During the Second Annual Program Supported by
an Arrangement Under the Poverty Reduction and Growth Racility, June 30, 2001 -Septerber 30, 2002

{In billions of CFA francs; cumutative from October 1, 2001, vnless otherwise indicated)

SeptI0'  Dec.31  Mar. 31 June 30’ Sept, 30 ¢

2001 2001 2002 2002 20602
Ceiling on the increase in net claims of the
banking system on the central government
excluding privatization receipts %> %’ 15 23 -3 35 48
Floor on the primary budget balance .58 654 g9 181 254 321
Ceiling on the accumuiation of exiernal
payments atrears of the central government >* o ¢ 0 0 0
Ceiling on new medium- 2nd long-term
nonconeessional external debt contracted
or guaranteed by the central government Gt 0 G 0 0 Q
Ceiling on the net disbursement of external debt
coniracted or guaranteed by the central government
with a maturity of less than one year e 0 [t} 0 1] 0
Fioor on total revenue of the central government ™ ' 1 291 327 650 981 1280
Of which : non-oil revenus " 222 237 479 724 965
Fioor en reduction of domestic arrears 12 -1t -8 -16 =245 -252
Of which: cash payments 1 11 -8 - -16 =245 =252
Memorandum items:
Assumead external debt relief 76 68 135 767 840
External program financing 6 25 60 115 121
of which IMF 0 15 15 30 . 30
Privetization proceeds 23 Q 0 0 0
Stock of net credit to the central government 340 362 337 314 387

Sources: Cameroonian authorities; Bank of Central African States (BEAC); and staff estimates.

| Cumatative since end-June 2601,
2 Indicative targes; definitive targets as well as performance criteriz. for end-September 2002 will be set ar the time of the third review,
3 Thesea targets will constinte performance criteria for end-March 2002,
4 This target witl be adjusizd (2) upward for a shortfall in propram ficaneing, and external dabt relief up ta an amount eguivalent
to 50 percent of the shortfall (for a tota! cumulative shortfall of CFAF 3§ billon); (b) downward by the full amount of any excess of the
programmed levels in program financing and externa! debt relief; and (c) downward by ths full amount of any shortfall in
the reduction of domestic amears, on & net basis, in comparison with the program,
5 The flows have been constructed on the basis of end-September 2001 data; they wil} be adjusted on the bagis of the aemal outturn,
& The ta:géts will be adjusted upward/downward for S0 percent of the windfall/shortfall in oil revenue, For a windfall/'shortfall beyond a threshobd of
CFAF 35 billion, the acthorities will consult with Fund staff to formulate policies to adjust performance crireria.
7 This eeiling excludes privatization recaipts.
8 Defined as govemment revenle {excinding privatization proceeds) rninus noninteses| expenditure (excluding {oreign-financed investrnent and
resmushuring expenditure).
9 Excluding reschedulable external payments arrears. The targets will be adjusted for deviations from prejected program financing,
To be manitored on a cantinuous basis,
10 In millions of T.5. dollars. Nonconcessional debt (including leases) is defined as debt with z prant element of less than 35 parcent, using discount rates
based on the commercial interest referencs rates (CIRRs). Debt is dafined as sat forth in point Ne. 9 of the Guidelines on Perfonmence Criteria
with Respzet to Foreigo Debt (Decision Wo. 12274-(004/85}, adopted on August 24, 2000,
11 Exchuding normel, import-related eredit, To be monitered oz a continuous basis, fromn the date of completion of the second review,
12 This target will be adjusted for the full amount of highet/lower-than-progranimed oil revenus,
13 These benchmarks do not constitute performance criteria.
14 Incloding IMF disborsements.
15 including the financing pap.
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Table 2. Structural Performance Criterion and Benchmarks for the
First Half of the Second Annual Program
(October 1, 2001-March 31, 2002)

Criterion and Benchmarks Target Dates
Criterion
Complete the link between the information system of End-March 2002

the treasury and that of the budget department in the
Ministry of Economy and Finance in order to follow
all expenditures from the commitment to the
payments stage carried out both at the central
government level and by the local branches of the
central government (déconcentré).

Benchmarks

Complete the link between the information system of End-December 2001
the treasury and that of the budget department in the

Ministry of Economy and Finance in order to follow

all expenditures from the commitment stage to the

payment stage at the central government level.

Finalize and validate the new budget classification. End-December 2001

Complete the investigation of the existing cases of End-March 2002
saisie-attribution and forward the recommendations to
the relevant government bodies, in order to
e take all necessary corrective actions and
appropriate sanctions, as required; and
e propose legislative, regulatory, and other
provisions that are necessary to correct the non
functioning features in the saisie-attribution

procedures.
Complete the bank liquidation process run by the End-March 2002
Société de Recouvrement des Créances (SRC), except
for the BMBC and BCCIL.
Adopt an action plan for the implementation of an End-March 2002

audit body for external control of the State finance.
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CAMEROON

Technical Memorandum of Understanding on the Definitions, Including Prior Actions
and Structural Performance Criteria and Benchmarks, and Modalities of the Built-In
Contingency Mechanism for the Adjustment of Quantitative Performance Criteria and
Benchmarks Under the Second Annual Program Under the PRGF Arrangement

A. Introduction

1. This memorandum supplements the technical memorandum of understanding
annexed to the memorandum of economic and financial policy of December 6, 2000 and the
supplementary technical memorandum of understanding annexed to the letter of intent of
June 28, 2001. It sets out the understandings between the Cameroonian authorities and the
staff of the International Monetary Fund regarding the definitions of the quantitative and
structural performance criteria and benchmarks for the program supported by the Poverty
Reduction and Growth Facility (PRGF) arrangement and the built-in contingency
mechanism, as well as the related reporting requirements.

B. Definitions

External debt

2. The size and rate of growth of external indebtedness are important factors in the
design of a program for a country, especially one benefiting from the Initiative for Heavily
Indebted Poor Countries (HIPC) assistance like Cameroon. Consistent with the Guidelines on
Performance Criteria with respect to Foreign Debt (Decision N° 12274- (00/85), August 24,
2000), external debt will be understood to mean a current, that is, not a contingent, liability
created under a contractual arrangement by the government of Cameroon, or guaranteed by
the government of Cameroon, with a nonresident party through the provision of value in the
form of assets (including currency) or services, and which requires the obligor to make one
or more payments in the form of assets (including currency) or services, at some future
point(s) in time; these payments will discharge the principal and/or interest liabilities
incurred under the contract. Debt can take a number of forms, the primary ones being the
following:

. Loans. These are advances of money to the obligor by the lender made on the basis
of an undertaking that the obligor will repay the funds in the future (including
deposits, bonds, debentures, commercial loans, and buyers’ credits) and temporary
exchanges of assets that are equivalent to fully collaterized loans, under which the
obligor is required to repay the funds, and usually pay interest, by repurchasing the
collateral from the buyer in the future (such as repurchase agreements and official

swap arran gements).
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. Suppliers’ credits. These are contracts where the supplier permits the obligor to
defer payments until some time after the date on which the goods are delivered or
services are provided.

. Leases. These are arrangements under which property is provided that the lessee has
the right to use for one or more specified period(s) of time that are usually shorter
than the total expected service life of the property, while the lessor retains the title to
the property. For the purpose of this memorandum, the debt is the present value (at
the inception of the lease) of all lease payments expected to be made during the
period of the agreement, excluding those payments that cover the operation, repair, or
maintenance of the property.

3. Under this definition of debt, arrears, penalties, and judicially awarded damages
arising from failure to make payment under a contractual obligation that constitutes debt are
debt. Failure to make payment on an obligation that is not considered debt under this
definition (e.g., payment on delivery) will not give rise to debt.

Concessionality of external debt

4, Debt is considered concessional if it has a grant element equivalent to 35 percent or
more, using the available currency-specific commercial interest reference rate (CIRR) and
following the methodology set out in staff paper SM/96/86 (4/8/96) and approved by the IMF
Executive Board on April 15, 1996.

Cash relief from external debt rescheduling

5. For the purpose of the program, the only debt relief that will be subject to the
contingency mechanism described below is one that leads to an effective reduction in
programmed debt service. This excludes debt relief given on debt that has been in drawn-out
rescheduling/restructuring negotiations with non-Paris Club creditors and for which no debt
service has been paid in the past year— for example, debts to be considered under the debt-
and debt-service-reduction operation with commercial creditors, and for which no provision
in debt service has been explicitly made in the fiscal program (except for up-front costs).

Domestic arrears

6. Domestic arrears include nonstructured domestic debt contracted by the government.
Nonstructured debt is defined to be a liability for which there has been neither a formal
agreement, nor a cash payment, nor securitization. Specifically, this debt includes salary
arrears; commercial debt; rental/lease arrears; debt on account of indemnities and
expropriations; fees and tax refunds or reimbursements; and debt on account of social
adjustment programs arising from the restructuring of public enterprises. The government
intends to settle these liabilities in the form of cash payments.
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Net claims of the banking system on the central government

7. Net claims of the banking system on the central government comprise the stock of all
outstanding claims on the central government (loans, advances, and all other government
debt instruments, such as long-term government securities) by the banking system, less all
deposits held by the central government with the banking system. Privatization receipts are
excluded from the definition of the ceiling on net claims of the banking system on the central
government.

Primary balance of the budget

8. The primary budget balance is calculated as total central government revenue (oil and
non-oil), excluding foreign grants and privatization proceeds (counted as financing), less
noninterest expenditure, excluding foreign-financed investment and restructuring
expenditure.

Privatization receipts

9. For the purpose of this memorandum, privatization receipts will be understood to
mean all monies received by the central government through the sale or concessioning of a
public company, organization, or facility to a private company(ies) (including ones fully
owned by foreign governments), organization(s), or individual(s). All privatization receipts
should be presented on a gross basis; if costs are incurred in the sale or concessioning, they
should be recorded separately as expenditure.

C. Modalities of the Built-In Contingency Mechanism for the Adjustment of
Quantitative Performance Criteria and Benchmarks

10. In view of uncertainties about program financing and oil prices, the program contains
a built-in contingency mechanism for the adjustment of the quantitative criteria and
benchmarks relating to the ceilings on the increase in the net claims of the banking system on
the central government {performance criterion).

Deviations from programmed oil revenue

11. The programmed oil revenue is based on oil price assumptions of US$18.5 and
US$18.2 per barrel (for Cameroon) for the first and second quarters of the second annual
program (October 1, 2001-September 30, 2002), and on volume estimates of 10.3 and

9.8 million barrels, respectively. Based on these assumptions, the o1l revenue contribution to
the central government’s budget 1s estimated at CFAF 62 billion and CFAF 53 billion in the
first and second quarters of the second annual program, respectively.

12. In case of lower-than-programmed oil revenue (owing to events beyond the
government’s control), the government will compensate 50 percent of the shortfall by
expenditure savings and/or additional revenue from other sources. For the remaining
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50 percent of the shortfall, the above-mentioned quantitative performance criteria and
benchmarks will be adjusted upward. For a shortfall beyond a threshold of CFAF 35 billion
per quarter, the authorities will consult Fund staff to formulate corrective policies to adjust
performance criteria.

13.  The entire amount of the o1l revenue above the programmed amounts will be placed
in a treasury account at the Bank of Central African States (BEAC). A maximum of 50
percent of the windfall will be used to (i) increase high-priority infrastructure investment and
social expenditures; and (ii) reduce domestic arrears. The remainder of the windfall revenue
will be sterilized by lowering the ceilings on the above-mentioned quantitative performance
criteria and benchmarks.

Deviations from programmed external assistance and reductions in domestic and
external arrears

14.  The above-mentioned quantitative performance criteria and benchmarks will be
adjusted (i) upward for a shortfall in exceptional external financing (i.e., program financing
and external debt relief) up to an amount equivalent to 50 percent of the shortfall (for a total
cumulative shortfall of CFAF 335 billion); (ii) downward for the full amount of any excess in
external assistance (i.e., program financing and external debt relief); and (iii) downward by
the full amount of any shortfall in the reductions of domestic and external payments arrears
in comparison to the program.

Program exchange rate

15. Amounts denominated in SDRs will be converted to U.S. dollars at the fixed
exchange rate of US$1.284 per SDR, and converted into CFA francs in accordance with the
exchange rates agreed with the authorities. IMF liabilities, which are included in the
definition of net claims on the central government by the banking system, will be valued at
this exchange rate. Any deviations in the exchange rate will lead to a full adjustment in the
valuation of the stock of IMF liabilities at the central bank, and to a similar adjustment in the
ceiling on the net claims of the banking system on the central government.

D. Prior Actions, Structural Performance Criterion, and Structural Benchmarks

16. The prior action relating to the “effective functioning of the operational interface
(ANTILOPE-SIGIPES) for keeping the government payroll updated” will be deemed to have
been in place if (i) the SIGIPES application is effectively in operation and its network
actually connected with ANTILOPE; and (ii) the SIGIPES-ANTILOPE application is also in
operation as the functional links between the Ministry of Civil Service and the three other
pilot ministries or sites, namely the Ministry of Economy and Finance, the Ministry of
National Education, and the Ministry Health, are actually operational.
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17.  The structural performance criterion relating to the completion of the link between the
information system of the treasury with that of the budget department of the Ministry of
Economy and Finance will be deemed to have been observed upon verification that the
computer link between the information system of the treasury with that of the budget
department in the Ministry of Economy and Finance, based on the required integrated
applications, actually tracks all expenditures from the commitment to the payment stage for
transactions carried out both at the central government level and by local branches of the
central government.

18.  The structural benchmark relating to the completion of the link between the
information system of the treasury with that of the budget department in the Ministry of
Economy and Finance will be deemed to have been observed upon verification that the
computing link between the information system of the treasury and that of the budget
department in the Ministry of Economy and Finance, based on the required integrated
applications, actually tracks all expenditures from the commitment to the payment stage at
the central government level.

19.  The structural benchmark relating to the finalization and validation of the new budget
classification will be deemed to have been observed once the Minister of Economy and
Finance has officially notified the Fund that this new classification (nomenclature
budgétaire) has been put into effect.

E. Reporting Requirements

20. The Cameroonian authorities will send to the Fund the following data within the time
limits set out in the attached Table 1. Except as otherwise indicated, data transmission will
take the form previously agreed between the authorities and the Fund. The authorities will
supply the Fund with any additional information that the Fund requests in connection with
monitoring performance under the program on a timely basis.
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Table 1. Data Reporting Requirements
Calegory Table/Report Frequency Target Date
of Data
Financial Central bank balance sheet, consolidated commercial bank balance Monthly 25" of the month for the
and sheet, monetary survey previous month
monetary
data Interest rates Irregular Omne week after new changes
announced
HIPC Initiative BEAC account transactions Monthly 25" of the month for the
previous month
Fiscal data  Tableau de bord, including details on revenues, expenditures, Monthly 25" of the month for the
financing and domestic debt payments (including settlement of previous month
arrears)
Treasury balances Monthly 25" of the month for the
previous month
Treasury “flash” reports Monthly 10™ of the month for the
previous month
Domestic debt settlement plan execution report Monthly 25" of the month for the
previous month
Investment budgel execution report Quarterly One month after end of
quarter
Expenditure reports by selected ministries Quarterly Cne month after end of
guarter
National oil company (SNH) operations, including export Monthly 25" of the month for the
volumes, exchange rates, prices and values, transferable balance, previous month
and sumimary accounts
HIPC Initiative spending plans and budget execution Quarterly One month after end of
quarter
Real Consumer price index, Yaoundé Monthly 10" of month for previous
sector data month’s data
. . 20" of month for previous
National consumer price index Quarterly quarter’s data
Index of industrial production Quarterly One month after end of
quarter
National accounts Annual Summary estimates; six

months after the end of year
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Table 1. Data Reporting Requiremenis (concluded)
Category Table/Report Frequency Target Date
of Data
Balance of Imports by use and exports by major product, trade balance Monthly 25" of the month for the
payments previous month’s data
data
Price and volume indices of imports and of exports Quarterly One menth after end of
quarter
Consolidated estimates of the balance of payments Annual Summary estimates; six
months after the end of year
External Debt service due before and after debt relief Quarterly At beginning of fiscal year;
debt updates as needed
Cash debt service paid Monthly 25™ of the month for the
previous month’s data
Debt service reconciliation table (“access table™) Quarterly 25" of the month for the
previous quarter’s data
Stock of outstanding debt and arrears Quarterly 25™ of the month for the
previous quarter’s data
Drawings on new loans Quarterly 25" of the month for the
previous quarter’s data
External Disbursements Monthly 25" of the month for the

grants

previous month’s data
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As of November 30, 2001
I. Membership Status: Joined 07/10/1963; Article VIII
II. General Resources Account: SDR million %Quota
Quota 185.70 100.0
Fund holdings of currency 185.16 99.7
Reserve position in Fund 0.54 0.3
MI. SDR Department: SDR million %Allocation
Net cumulative allocation 24.46 100.0
Holdings 0.01 0.06
IV. Outstanding Purchases and Loans: SDR million %oQuota
Enhanced Structural Adjustment 193.96 104.4
Facilities (ESAF) arrangements
Financial Arrangements:
Approval Expiration  Amount approved Amount drawn
Type date date (SDR million) (SDR million}
Poverty
Reduction and
Growth Facility
(PRGF) 12/21/2000  12/20/2003 111.42 31.84
ESAF/PRGF  08/20/1997  12/20/2000 162.12 162.12
Stand-by 09/27/1995  09/26/1996 67.60 28.20



-75- APPENDIX 11

V1. Projected Obligations to Fund (SDR million; based on existing use of resources and
present holdings of SDRs):

Overdue Forthcoming

08/31/01 2001 2002 2003 2004 2005
Principal 8.1 18.9 27.0
Charges/interest 0.5 1.5 L5 1.5 1.3
Total 0.5 1.5 9.6 20.4 28.3

VII. Implementation of HIPC Initiative:

Enhanced
framework
Commitment of HIPC assistance

Decision point date 10/11/2000

Assistance committed (NPV tcrms)I
Total assistance (US$ million) 1,260
Of which: Fund assistance (SDR million) 285

Completion point date Floating

Delivery of Fund assistance (SDR million)

Amount disbursed 2.2
Interim assistance 2.2
Completion pvoint2

Amount applied against member’s obligations
{cumulative) 1.8

VIII, Safeguards Assessments:

Introduction

! Net present value (NPV) terms at the completion point under the original framework;
and NPV terms at the
decision point under the enhanced framework.

2 Under the enhanced HIPC Initiative, the nominal amount of assistance disbursed will
include an additional amount corresponding to interest on amounts committed but not
disbursed during the interim period, calculated using the average return (during the
interim period) on the investment of resources held by, or for, the benefit of the PRGF-
HIPC Trust.
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The Bank of the Central African States (BEAC) is the common central bank of the
Central African States, which includes Cameroon. A Stage Two (on site)} safeguards
assessment of the BEAC proposed specific remedies to alleviate vulnerabilities that were
identified by staff. The authorities have committed to implement most of the proposed
remedies, as described in the following sections.

Safeguards Areas and Main Remedies

The External Audit mechanism: The auditing function and the quality control
procedures of the external auditor are adequate. The safeguards assessment proposed that:
(i} the external auditor refer explicitly to the international standards of auditing (ISA) in
its opinion, (ii) the external auditor become more cognizant of the accounting rules
applicable to the recording of Fund’s balances; and (ii1) the BEAC should include the
audit opinion in the annual publication of the financial statements. The management of
the BEAC has agreed to implement these actions for the FY 2002 accounts.

Legal Structure and Independence: The legislation governing BEAC is adequate

Financial Reporting: The monthly statements of the bank’s financial position are not
published in any form and the December 31, 2000 audited financial statements were not
published in a timely manner. The staff recommended that the BEAC: (i) enhance the
readability and the credibility of the published annual accounts by including detailed
explanatory notes on the accounting methods followed, and if these methods referred
explicitly to a generally accepted accounting framework; (i1) adopt International
Accounting Standards; and (iii) change the accounting of some of its operations with the
Fund, especially with regard to the revaluation of the IMF accounts. The management of
the BEAC has agreed to implement these recommendations by FY 2002,

Internal Audit Mechanism: The quality of the personnel, the rigorous methods followed
for the audit of branches, the training program in place, and the risk assessment methods
in place are satisfactory. However, certain weaknesses remain and staff recommended
that the BEAC: (i) establish a charter for the Internal Audit Department (IAD);

(ii) expand the audit scope and coverage of IAD to include activities at headquarters;

(iii) prepare an annual rolling multi-year audit program describing risk assessment,
activities scheduled, statfing and financial resources required; and (iv} increase the
number of qualified staff.

In its response to the Stage Two report, the management of the BEAC has specifically
agreed to expand the scope and coverage of the audit department, and increase the
number of qualified staff. A charter for the audit department will also be prepared, with
the assistance of Fund staff, which will provide the BEAC with the relevant
documentation. A gradual implementation of these recommendations should be
completed by end-2002. The management of the BEAC did not specifically cover in its
answer to the report the recommendation related to the risk-based rolling multi-year audit
program.
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The System of Internal Controls: On the whole, the risks are relatively well captured,
although uncertainties exist because of insufficient a posteriori controls exercised on
some activities at headquarters. The bank has a codified system of rules, selects its
personnel carefully, maintains segregation of duties in the branches, and has recently
increased resources for control purposes. Nevertheless, the staff recommended that the
BEAC: (1) strengthen the coordination among the audit bodies; (ii) examine in depth the
segregation of duties at headquarters; and (iii) put in place a more systematic follow-up
of all recommendations made by the external auditor to allow the Governor and the
Board of Directors to better exercise their oversight responsibilities.

In its response to the Stage Two report, the management of the BEAC has agreed to
establish an audit committee by 2002. Regarding the proposed segregation of duties,
management noted that an internal assessment was under way, but that for budgetary
reasons a formal audit cannot be undertaken before end-2001.

Regarding late payments of Fund obligations, which was an issue for all of the BEAC’s
member countries at some time in the last three years, the staff conclnded that, while the
BEAC’s own payment procedures and related management controls in this area are
functioning adequately, procedures should be modified with respect to BEAC’s relations
with member countries. The staff recommended that the BEAC should repay the Fund
directly using its own resources for those countries with borrowing capacity with the
central bank; for countries facing fiscal difficulties, staff recommended that they at least
maintain sufticient borrowing capacity with the BEAC to repay IMF obligations falling
due within the next year. In its answer to the Stage Two Report, the management of the
BEAC did not follow the mission’s recommendation that the BEAC should repay the
Fund directly. The management also commented that apart from direct statutory advances
to Treasuries, the BEAC could not grant loans to member countries.

IX.  Exchange Arrangements:

Cameroon's currency, the CFA franc, is pegged to the French franc at the fixed rate of
CFAF 100 per French franc.

Local currency equivalent: CFAF 939.6=SDR 1 as of November 27, 2001

Cameroon maintains an exchange system free of restrictions on the making of payments
and transfers for current international transactions.

X. Article IV Consultation:

The last Article IV consultation with Cameroon was concluded by the Executive Board
on July 16, 2001,
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X1.  FSAP Participation, ROSCs, and Offshore Financial Center (OFC)
Assessments;

The Financial System Stability Assessment (FSSA) report of May 24, 2000
(FO/DIS/00/66) 1s based on the findings of the joint IMF-World Bank mission that
visited Cameroon during February 29-March 14, 2000. The findings of the Financial

APPENDIX II

Sector Assessment Program (FSAP) mission were presented to the authorities on March

13-14, 2000 in the context of the 2000 Article IV consultation.

Report on the Observance of Standards and Codes (ROSC). | June 1, EBS/00/96
Fiscal Transparency and Transparency of Monetary and 2000

Financial Policies

Report on the Observance of Standards and Codes. Data June 13, SM/01/168
Module 2001

XII.  Technical Assistance:

October-November 2001: FAD mission on tax and customs administration,
September 2001: FAD missions on treasury audit and poverty tracking.

June 2000: FAD mission on the modernization of customs.

April 2000: STA mission on General Data Dissemination System (GDDS/ROSC)
November 1999: FAD mission on moderization of the tax department.
June—July 1999; FAD technical assistance mission on customs.

May-June 1999: FAD follow-up mission on value-added tax (VAT) and tax
administration.

January-March 1999: Placement of an FAD advisor for the introduction of the VAT.

November 1998: Placement of an FAD resident advisor on public expenditure
management.

October-November 1998: STA mission on the METADATA project.
September 1998: Placement of FAD advisor for the VAT.

July 1998: FAD mission on the preparation of a VAT.
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February 1998: FAD technical assistance mission for review of public expenditure
management.

November 1997: FAD technical assistance mission on preparation for the introduction of
the VAT.

January-February 1997: AFR/PDR mission, in collaboration with experts from the World
Bank and the French government, on external debt statistics.

May 1996: AFR mission, in collaboration with a team from the French Treasury and the
French central bank, on the system of fiscal reporting and monitoring.

February 1996: FAD mission on direct taxation and agricultural sector taxation.
May-June 1995: STA mission provided on balance of payments statistics,

XIII. Resident Representatives:

The post of resident representative has been maintained in Yaoundé continuously since

early 1989. Mr. Keller, the new IMF Resident Representative, took up his post in late
September 2001,
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Cameroon: Relations with the World Bank Group
(As of November 30, 2001)
1. During fiscal-years 2000/01, the World Bank Group approved loans for Cameroon
totaling US$130.1 million, of which $53.4 millicn was IBRD. These projects were the

following:

(amount in US$ millions)

Chad/Cameroon Pipeline 534
Environmental Oil Technical Assistance 5.8
Multi-sectoral HIV/AIDS Project 50.0
Public/Private Partnership 209

2. Seven investment projects in the portfolio are being implemented covering agricultural
extension; the Chad-Cameroon pipeline, environment, education, HIV/AIDS, the
public/private partnership for growth and poverty reduction, and transport. There is one
adjustment project and one grant project. The total value (original principal) of these projects
amounts to US$428.6 million, of which $53.4 million is IBRD, $6 million is grants, and
$369.2 million is IDA. See table for detailed breakdown.

Bank Group Portfolio
(As of August 27, 2001)
' (US$ mil)

IDA total 369.2
Sectoral composition (%):
SAC 57.0
Agriculture 4.0
Transport 16.0
Education (LIL) 1.5
Public Private Partnership 6.0
Environment Capacity Building 1.5
HIV/AIDS Multi-Sector 14.0
Undisbursed IDA amount 185.1
IBRD
Chad-Camercon Pipeline 534
IFC total 51.2
Energy 48.0
Financial Sector 1.7
Food & Agribusiness 1.5
MIGA: No investment guarantees issued.
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5.  The Board of the World Bank approved on June 25, 1998 a third structural adjustment
credit for an amount of $180 million focusing on privatization (public utilities and agro-
industries), private sector development, and the transport, financial, and forestry sectors. The
first tranche (US$50 million) was disbursed in late September 1998, the second tranche
(US$26 million) in June 1999, and a third tranche of US$26 million in June, 2000, A
supplemental credit in the amount of US$13 million was disbursed in April 1999. Another
supplemental credit was made effective on September 26, 2000. The forestry floating tranche
due to be disbursed in fiscal-year 2000/01 is now expected to be disbursed before the end of
2001.
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IMF Completes Review Under Cameroon’s PRGF Arrangement and
Approves US$20 Million Disbursement

The Executive Board of the International Monetary Fund (IMF) today
completed the second review of Cameroon’s performance under the
three-year Poverty Reduction and Growth Facility (PRGF)' arrangement.
As a result, Cameroon will be able to draw up to SDR 15.92 million (about
US$20 million) immediately.

Cameroon’s three-year PRGF arrangement was approved on December
21, 2000 (see Press Release No. 00/86) for SDR 111.42 million (about
US$139 million). So far, Cameroon has drawn SDR 31.84 million (about
US$40 million) under the arrangement.

After the Executive Board’'s discussion on Cameroon, Anne Krueger,
First Deputy Managing Director and Acting Chair, stated:

“The implementation of the first annual program under the Poverty
Reduction and Growth Facility (PRGF) arrangement has been broadly

LIt is intended that PRGF-supported programs will in time be based on country-owned
poverty reduction strategies adopted in a participatory process involving civil society and
development partners, and articulated in a Poverty Reduction Strategy Paper (PRSP).
This is intended to ensure that each PRGF-supported program is consistent with a
comprehensive framework for macroeconomic, struclural, and social policies to foster
growth and reduce poverty. Cameroon’s full PRSP is expected to be finalized by June
2002. PRGF loans carry an annual interest rate of 0.5 percent and are repayable over 10
years with a 5 Y2-year grace period on principal payments.

EXTERNAL RELATIONS DEPARTMENT
Washington, D.C. 20431 = Telephone 202-623-7100 + Fax 202-623-6772 « www.imf.org
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satisfactory. Cameroon met all the quantitative performance criteria and
benchmarks but one at end-September 2001, Fiscal performance was in
line with targets, despite some slippages in the final quarter of the
program year. Overall, ecconomic and financial conditions have
strengthened further, and inflation has remained contained. These
achievements on the macroeconomic front deserve credit. However, the
slow pace in improving public expenditure management, strengthening
governance, and implementing structural reforms are areas of concern.

“Prospects for the second annual program and beyond remain worrying
with the expected decline in oil output and a less favorable external
environment. Thus, for sustained economic growth and lasting poverty
reduction to materialize, it is crucial for Cameroon to consolidate the gains
obtained so far in the fiscal area and structural reforms. To that end,
enhancing non-oil revenue mobilization, notably by limiting tax exemptions
and reforming the income tax system, improving public expenditure
management, and strengthening the procurement system will be critical. It
is also essential to continue tackling the weaknesses in governance,
notably in the judiciary system, so as to help foster investor confidence
and prevent a possible deterioration of the financial health of the banking
system.

“The 2001/02 budget envisages a cautious fiscal stance, while being
appropriately tailored toward poverty reduction. Projects financed by
savings resulting from the enhanced HIPC Initiative assistance have
started to be implemented, in line with the priorities set by the national
consultative committee for the follow-up of the implementation of the
enhanced HIPC Initiative.

“The preparation of a full-fledged Poverty Reduction Strategy Paper
(PRSP} is progressing toward possible completion by mid-year, based on
a commendably broad-based participatory process,” Ms. Krueger said.



Statement by Alexandre Barro Chambrier, Executive Director for Cameroon
January 30, 2002

1. Introduction

Cameroon’s economic performance during the first year of the new three-year PRGF
program continues to be encouraging. Economic activity was in line with the program
projections. Substantial progress was made in the implementation of macroeconomic and
structural reforms. The authorities also met all the quantitative performance criteria for
end-September 2001, with the exception of the criterion for net bank credit to the central
government because of the unexpected delays in the privatization of the telecommunications
company (CAMTEL). The benchmarks on the floor on the reduction of domestic arrears and
on the development of a computer interface for maintaining the government’s payroll file
updated were also missed, on account of the difficulties of the government to convince small
creditors to accept securities in exchange for their claims and of unexpected technical
difficulties encountered in the implementation of the new information system in the four pilot
Ministries. Since then, corrective measures have been taken and many of these measures are
now in place. Substantial inroads have also been made in the areas of governance and
poverty reduction with the preparation of a PRSP Status Report and work is underway to
strengthen the capacity of ministries in the priority sectors.

Despite these achievements, Cameroon’s medium-term outlook remains fragile, especially in
the context of a less favorable external environment and the deeper-than envisaged decline in
oil output. The main challenges facing the authorities are to consolidate the gains obtained
so far in economic reforms and maintain this momentum, so as to foster a strong and
diversified economic growth and reduce poverty. At this critical juncture, the authorities are
determined to strengthen their adjustment efforts, especially in the budgetary and governance
areas and they would like to reiterate their commitment to finalize their PRSP with full
participation of civil society. In view of Cameroon’s good track record and commitment to
reform, I would like to request the Board’s support for waiver for the nonobservance of a
structural performance criterion, the completion of this review and the extention of the HIPC
Initiative interim assistance through end December 2002.

II. Program Implementation and Recent Economic Developments in 2001

The good track record of economic performance established under the previous arrangement
(1997-2000) was maintained in 2001. On the macroeconomic front, the pace of real GDP
growth was in line with the target of 5.3 percent, thanks to a favorable external environment,
improved policy implementation, strong investment in the Chad-Cameroon pipeline, and
buoyant activity in the construction and wood-processing sectors. Despite the drought in the
northern provinces and increased demand of foodstuff from neighboring countries, inflation
remained at low levels around 3 percent. Budgetary performance was better than
programmed with a larger primary surplus, reflecting improved revenue performance and
lower than-programmed domestically financed public investment expenditure that helped



offset the overruns in domestic noninterest current expenditure. The authorities pursued their
efforts to reform the customs administration, improve domestic tax administration and
collection and strengthen the value-added tax (VAT).

Monetary developments in 2001 showed an increase in broad money, reflecting mainly
increase in bank deposits and the strengthening of Cameroon’s contribution in the net foreign
position of BEAC. Credit to the private sector increased significantly, in line with the level
of economic activity and the central government recorded a net repayment to the banking
system.

Progress was made in the area of structural reforms. In the governance area, the financial
audit of the oil company (SNH) for 1999/2000 was completed. It should aiso be noted that
progress in privatization was mixed, due to difficulties and delays beyond the government
control. An offer was received for the tea component of the Cameroon Development
Corporaticn (CDC). While the privatization of the electricity company (SONEL) proceeded
as scheduled, the negotiations with the bidder selected for the privatization of CAMTEL
were not conclusive because the bidder could not raise enough funds to acquire the company.
Although the government intensified negotiations for the privatization of the National water
company (SNEC), an agreement could not be reached with the sole bidder. Further progress
was made in the implementation of the rehabilitation plan for the Postal Savings Bank, with
the appointment of its top management and the launching of the bids for the selection of
consultants. As regards the audit of the judiciary system, a contract has been signed and the
study will be launched shortly.

IT1. Medium-Term Program and Policies

The growth prospects in the medium-term remain favorable, despite a number of shocks,
including the less favorable external environment in the wake of the September 11, 2001
events and the projected long-term decline in oil production. Real GDP growth rates have
been revised downward to 4.6 percent in 2001/02 and 4.9 percent in 2002/03, and real
non-oil GDP growth rates to 5 percent and 5.5 percent in 2001/02 and 2002/03 respectively,
reflecting a weakening of external demand.

Fiscal Policy

The authorities will continue to adhere to a cautious fiscal stance during the next annual
program, Oil revenue is expected to decrease to 4.9 percent of GDP in 2001/02 and

3.3 percent in 2002/03, reflecting the depletion of the major known oilfields. The authorities
are aware that the attainment of fiscal sustainability is based on two pillars: strengthening
their capacity to mobilize non-oil revenue, while containing public expenditure.

On the revenue side, the authorities are committed to taking measures to enhance tax and
customs administration. In the tax area, they intend to take a number of measures, including
the adoption of a code of tax procedures, the establishment within the tax directorate of a
large taxpayer unit to monitor and control tax liability for the 300-400 largest taxpayers, the
reorganization of the central tax administration and, improvement of the administration of the



value-added tax (VAT) and forestry taxation. In addition, the authorities intend to formulate
a comprehensive reform of the income tax system, introduce a property tax and submit an
income tax reform to the National Assembly in 2002. In the customs area, the authorities will
pursue the strengthening of the single processing window for external trade and, the
improvement of tax administration of customs. To this end, they will put information
systems in place, in order to facilitate the exchange of information between tax and customs
administrations, while improving the valuation of imported goods and the physical and
documentary control systems for the release of goods. In order to meet their non-oil revenue
targets, the authorities will avoid introducing any new tax and customs exemptions and limit
the scope of the existing ones on computer material, the press and, HIV/AIDS to the duration
of the remainder of the current three-year program.

On the expenditure side, the authorities intend to contain public expenditure in non-priority
sectors, while improving public expenditure management and strengthening internal and
external controls. Noninterest outlays are expected to increase to no more than 16 percent of
GDP, mainly driven by HIPC spending and a higher wage bill, reflecting selective
recruitments to support the implementation of medium-term strategies in health and
educations sectors and gradual implementation of new statutes in some civil service areas.
Domestic arrears will continue to be cleared, in line with the multiyear settlement plan in
place, but with more payments of claims in cash, in order to take into account the difficulties
encountered in the securitization process. At the same time, the authorities will continue to
improve public expenditure management through measures such as the implementation of a
new budget classification, the establishment of links between the existing information
systems of the treasury and the Ministry of Economy and Finance, and the establishment of a
fully integrated computerized information system to manage central government accounts
from the commitment to the payment stage. In order to improve transparency, the authorities
will take steps to strengthen internal and external control of public finances, notably through
measures such as the establishment of an external audit body (Chambre des Comptes), the
enhancement of budgetary procedures, the reduction of the supplementary period for closing
the accounts, and improved coordination between the debt management agency Caisse
Autonome d’Amortissement (CAA) and the relevant department of the Ministry of Economy
and Finance.

Monetary Policy and Financial Reforms

Monetary policy conducted at the BEAC level will be geared toward containing the reduction
of Cameroon’s contribution to the net foreign assets position of the regional central bank and
maintaining price stability. Consistent with the fiscal targets, net bank credit to the central
government will increase slightly while credit to the private sector is expected to increase in
line with the expected level of activity. In the financial sector, the authorities will continue to
implement measures in line with the Financial Sector Assessment Program (FSAP)
recommendations, in order to strengthen the financial system and support the implementation
of regional policies. In the domestic front, the authorities will, among others, implement the
action plan to restructure the State-owned Postal Savings Bank, complete the bank
liquidation run by the Société de Recouvrement des Créances (SRC) and pursue the reform of



the social security system. At the regional level, they will proceed with the implementation
of a single commercial bank licensing system within the Central African Economic and
Monetary Community (CEMAC) zone, as well as the establishment of a regional payment
system, and the preparation of a regulatory framework for microfinance.

Structural Reforms

In the structural area, the main objective of the authorities is to stimulate private sector
investment, enhance the competitiveness of the economy and job creation opportunities,
while consolidating the recent gains on the macroeconomic and budgetary fronts.

To this end, the authorities intend to accelerate the privatization of the remaining public
enterprises. In the absence of an agreement within a reasonable timeframe with the sole
bidder for the water company (SNEC), the authorities will appoint an interim administrator in
the next few weeks and relaunch the privatization process, on a transparent and competitive
basis. As regards the telecommunications company (CAMTEL), the authorities have turned
to the second bidder to submit a final offer by the end of January 2002, given the inability of
the first bidder to raise funds. In the transport sector, the authorities will complete the
evaluation of the airline company (CAMAIR) to help launch the privatization and take
measures to improve the competitiveness of the port of Douala. Regarding the latter, the
authorities will among others, complete institutional reforms, privatize the main industrial
and commercial activities of the port, reduce clearance delays of merchandise and moderize
the operations of the container terminal. In the agro-industry sector, the authorities will
accelerate the privatization of the remaining agro-industrial enterprises, including the cotton
company (SODECOTON) and the tea production entity of Cameroon Development
Corporation (CDC). In the petroleum sector, the authorities will accelerate the privatization
of the petroleum storage facility (SCDP), make sure that the provisioning by the national oil
company (SNH) for the depleted oil wells is made on a regular basis and foster the
implementation of the action plan to reform and liberalize the petroleum sector. As regards
the forestry sector, in addition to the fiscal measures currently envisaged, the authorities will
strengthen the regulatory framework, so as to improve the protection of forestry and
strengthen the sector institutional capacity.,

On governance issues, the authorities are determined to take additional steps to address some
judicial deficiencies, improve transparency and accountability in public sector management
and combat corruption. To this end, the authorities will among others, launch the technical
audit of the judiciary system, take measures to address the nonfunctioning features of the
“saiste-attribution” procedure that could adversely impact the health of the banking sector
and private investment. At the same time, they will foster the implementation and
dissemination of the provisions of the Organization for the Harmonization of Business Law
in Africa (OHADA) laws and render the general inspection office of the judicial system
operational. These measures will be complemented with efforts to foster transparency
through, inter alia, launching an international audit of the government procurement contracts
for 2000/01, signing the decrees on the establishment of the tender commission, establishing
an audit body for the external control of the State finances, disseminating the action plan for



improving governance and combating corruption and, rendering operational the
anti-corruption units in ten Ministries.

Poverty Reduction

The main objective of the authorities’ social policies is to ensure that improved economic
performance translates into tangible resuits in terms of job creation, poverty reduction and an
improvement in the economic welfare for the average citizen. To this end, the authorities are
finalizing sector strategies for several sectoral ministries, including health, education and
urban development and have started to strengthen their technical and administrative
capacities. They have also made progress in the preparation of a high quality and fully
participatory PRSP, including the publication of a Status Report, the completion of a
household survey and other analytical studies on poverty issues. In order to complete the full
PRSP, as scheduled in June 2002, the authorities will carry out the remaining work, including
the costing of sectoral strategies and, the finalization of poverty reduction targets and
monitoring indicators. They also intend to further strengthen policy coordination and the
participation of the civil society, reinforce the links between PRSP objectives and the budget
through the preparation of a medium-term framework, improve data analysis on poverty and
ensure that HIPC resources are closely monitored under the integrated public expenditure
management system.

IV. Conclusion

Cameroon has maintained its good track record established under the previous first three year
PRGF arrangement. The economic and financial performance is improving and the outlook
remains broadly satisfactory. However, the situation remains fragile, as evidenced by the
long-term decline of oil production that would adversely affect fiscal performance and the
external account position. My Cameroonian authorities are determined to strengthen their
adjustment efforts, so as to foster economic growth and improve prospects for poverty
alleviation. They are hopeful that these efforts will be supported by timely international
assistance.



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

