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IMF Executive Board Approves Establishment of
the Resilience and Sustainability Trust
FOR IMMEDIATE RELEASE
• The Executive Board of the International Monetary Fund (IMF) approved the establishment
of the Resilience and Sustainability Trust (RST) to help countries build resilience to external
shocks and ensure sustainable growth, contributing to their long-term balance of payments
stability.
• The RST will complement the IMF’s existing lending toolkit by focusing on longer-term
structural challenges – including climate change and pandemic preparedness – that entail
significant macroeconomic risks and where policy solutions have a strong global public
good nature.
• About three quarters of the IMF’s membership will be eligible for longer-term affordable
financing from the RST, including all low-income countries, all developing and vulnerable
small states, and lower middle-income countries.
Washington, DC – April 13, 2022: Challenges from the pandemic, spillovers from geopolitical
shocks, and long-standing structural problems pose an enormous impediment for balance of
payments stability and resilient and sustainable growth, especially for low-income and
vulnerable middle-income countries. In this context, on April 13, 2022, the Executive Board of
the International Monetary Fund (IMF) approved the establishment of the Resilience and
Sustainability Trust (RST) with effect from May 1, 2022.
The RST will complement the IMF’s existing lending toolkit by focusing on longer-term
structural challenges— including climate change and pandemic preparedness—that entail
significant macroeconomic risks and where policy solutions have a strong global public good
nature. It will channel Special Drawing Rights (SDRs) contributed by countries with strong
external positions to countries where the needs are the greatest, providing policy support and
af f ordable longer-term financing to strengthen members’ resilience and sustainability and
thereby contributing to prospective balance of payments stability.
The RST will be a loan-based trust, with resources mobilized on a voluntary basis. About three
quarters of the IMF’s membership will be eligible for longer-term affordable financing from the
RST, including all low-income countries, all developing and vulnerable small states, and lower
middle-income countries. Access will be based on the countries’ reforms strength and debt
sustainability considerations and capped at the lower of 150 percent of quota or SDR 1 billion.
The loans will have a 20-year maturity and a 10½-year grace period, with borrowers paying an
interest rate with a modest margin over the three-month SDR rate, with the most concessional
f inancing terms provided to the poorest countries.
The RST will stand ready to commence lending operations once a critical mass of resources
f rom a broad base of contributors is achieved and once sufficiently robust financial systems
and processes are in place, which is anticipated to occur by the end of the year. Fundraising
toward the estimated total resource needs of about SDR 33 billion (equivalent to US$45
billion) will be initiated immediately.

2

Executive Board Assessment 1
Executive Directors approved the establishment of a Resilience and Sustainability Trust (RST)
to support member countries’ longer-term structural reform efforts by channeling SDRs to lowincome and vulnerable middle-income members. They concurred that the envisaged role of
the Trust to provide affordable long-term financing to enhance economic resilience and
sustainability would contribute to prospective balance of payments stability, consistent with the
Fund’s purposes. Directors noted that the economic costs of not addressing macro-critical
longer-term structural challenges could be very high, and the support from the RST combined
with the additional financing it will help catalyze would contribute to alleviating these risks.
Most Directors supported RST operations to initially focus on addressing climate change and
pandemic preparedness while maintaining flexibility to add additional qualifying challenges in
the f uture with sufficiently broad consensus. A number of Directors, however, proposed
expanding from the outset the qualifying challenges to a broader set of longer-term
challenges. Directors generally considered that the proposed eligibility criteria, and the
resulting list of 143 RST-eligible members, strike the right balance between breadth of access
and resource constraints.
Directors broadly welcomed the longer lending terms and endorsed the tiered interest rate
structure that increases concessionality for lower income members. They noted that periodic
interest rate reviews should balance the need to ensure the financial sustainability of the Trust
and provide appropriate terms for borrowers, with an interest rate cap to be considered if
needed to protect the lowest income borrowers from rising interest rates, following
consultations with contributors.
Directors endorsed the proposed lending modalities under RSF arrangements. They generally
supported the requirement for a concurrent IMF instrument with upper-credit tranche-quality
conditionality.
Directors agreed with the access norm of 75 percent of quota with an access cap at 150
percent of quota or SDR 1 billion, whichever is lower. Many Directors, however, would have
pref erred higher access limits for small quota countries, vulnerable states, and other qualifying
members with large financing needs to address longer-term challenges. Most Directors
agreed that RST access would not count towards triggering existing GRA and PRGT
exceptional access policies and high combined access safeguards, although some Directors
would have preferred such additional safeguards. Directors also welcomed counting RST
credit outstanding toward post-financing assessments triggers, which may be recalibrated as
appropriate at the RST review.
Directors endorsed the governance structure of the RST, which places the IMF’s Executive
Board at its center, complemented by consultation with contributors on key issues and
requiring the consent by contributors for certain amendments that affect key contributor
interests. They emphasized the need for a timely, comprehensive review of the RST, in three
years at the latest. They also agreed to an interim review to take stock of the initial experience
1

At the conclusion of the discussion, the Managing Director, as Chairman of the Board, summarizes the views of Executive Directors,

and this summary is transmitted to the country's authorities. An explanation of any qualifiers used in summing ups can be found
here: http://www.IMF.org/external/np/sec/misc/qualifiers.htm.
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and revisit the set of qualifying structural challenges at around 18 months after its
operationalization. Directors looked forward to receiving regular updates on the adequacy of
RST resources with the possibility to adopt contingency measures at that time, typically near
the end of each financial year, and on an ad hoc basis if warranted.
Noting the large scale of longer-term structural challenges, Directors underscored the
importance of close and systematic coordination with the World Bank and other relevant
institutions to leverage specialized expertise, provide coherent policy advice, and catalyze
f inancing. They encouraged the prompt development of a coordination framework for
pandemic preparedness similar to the proposed framework for climate change.
Directors supported the financial design of the RST based on three pillars: a Loan Account
(LA), a Reserve Account (RA), and a Deposit Account (DA). They endorsed the terms of the
borrowing agreements for the LA, and the contribution agreements for the RA and the DA as
detailed in the RST Instrument, including allowing stand-alone contributions to the RA and DA.
Directors concurred that the RST’s robust financial framework and the encashment regime of
the LA and DA are critical in maintaining the reserve asset nature of creditors’ claims on those
accounts of the Trust.
Directors emphasized that the financial risks associated with RST lending should be managed
caref ully through a multilayered risk management framework, including assessments of the
member’s capacity to repay and debt sustainability and the RST’s financial design. They
stressed the importance of building up strong buffers via gross and net reserves to safeguard
against financial risk and to cover administrative expenses of the Trust. Directors called on all
Fund members, within the limits of their laws, to treat the RST as a preferred creditor,
consistent with such treatment of the GRA and PRGT.
Directors recognized the importance of raising sufficient contributions to meet estimated
demand for RST f inancing, calling on members with stronger external positions to finalize
contribution agreements in time to start RST operations around the time of the 2022 Annual
Meetings. They supported pooling RST assets with those of the PRGT f or investment
purposes, and urged contributors to the PRGT’s subsidy accounts to consent in a timely
manner to the proposed amendment to the PRGT Instrument that would enable such pooling,
which is key for RST operationalization. Directors expected that SDR contributors to the RST
would participate actively in SDR transactions through their Voluntary Trading Arrangements
to support the conversion of channeled SDRs into currencies.
Directors recognized that implementation of the RST would result in new demands on staff
resources. They agreed that the RST should pay a fee to the GRA to cover trust management
activities which would constitute budget receipts. Directors supported reimbursement of the
GRA f or the cost of administering the Trust excluding activities covered by the fee, which
would be discussed in the context of the annual income paper.

April 11, 2022
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EXECUTIVE SUMMARY
Context. The challenges from the pandemic, spillovers from geopolitical shocks, and
long-standing structural problems pose an enormous impediment for balance of
payments stability and resilient and sustainable growth, especially for low-income and
vulnerable middle-income countries. The $650 billion SDR allocation in August 2021
has helped support economic stability by supplementing members’ reserves. There is
scope to amplify the effect of these SDRs by channeling them from countries with
strong external positions to countries where the needs are the greatest.
A new IMF-administered Trust. The IMFC has supported channeling SDRs to a
Resilience and Sustainability Trust (RST) established at the IMF to “provide affordable
long-term financing to support countries undertaking macro-critical reforms to reduce
risks to prospective balance of payment stability, including those related to climate
change and pandemic preparedness.” Based on multiple rounds of feedback from
members and key stakeholders, this paper details a proposal for establishing the RST.
Rationale. The proposed RST complements the IMF’s existing lending toolkit by
focusing on longer-term structural challenges that entail significant macroeconomic
risks. Not addressing such challenges in a timely manner could have economic
consequences with adverse fiscal, monetary, financial, and external implications. But,
tight fiscal space, debt vulnerabilities, and limited access to long-term financing
constrain many low-income and vulnerable middle-income countries from taking the
necessary actions, which have a global public good nature. To address these issues, RST
lending would provide policy support and affordable longer-term financing to help
address such risks and strengthen members’ resilience and sustainability.
Purpose. The RST aims to enhance economic resilience and sustainability—by
(i) supporting policy reforms that reduce macro-critical risks associated with select
longer-term structural challenges, and (ii) augmenting policy space and financial buffers
to mitigate the risks arising from such longer-term structural challenges—thereby
contributing to prospective balance of payments (BoP) stability. The RST would provide
general BoP support to help meet a range of financing needs, including direct costs of
RST-supported reforms and the augmentation of longer-term policy space and financial
buffers to manage risks to prospective BoP stability. RST loans would initially support
measures addressing climate change and enhancing pandemic preparedness given
their global public good nature; other challenges could be added over time.
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Eligibility and financing terms. Members eligible to request RST support include all PRGT-eligible
low-income countries, all small states (population under 1.5 million) with per capita GNI below 25
times the 2021 IDA operational cutoff, and all middle-income countries with per capita GNI below
10 times the 2021 IDA operational cutoff. Consistent with the longer-term nature of addressed
structural challenges, RST loans would have a 20-year maturity and a 10½-year grace period, with
borrowers paying an interest rate with a modest margin over the three-month SDR rate. A tiered
interest structure would differentiate financing terms across country groups, with low-income
members benefiting from more concessional terms (i.e., lower margin).
Qualification, policies, and access. RST loans can be accessed by an eligible member under an
instrument called the Resilience and Sustainability Facility (RSF). To qualify for an RSF arrangement, a
member would need: (i) a package of high-quality policy measures consistent with the purpose of
the Trust; (ii) a concurrent financing or non-financing program with “upper credit tranche” (UCT)
quality policies; and (iii) sustainable debt and adequate capacity to repay the Fund. Access would be
based on the reforms’ strength and debt sustainability considerations, and capped at the lower of
150 percent of quota or SDR 1 billion. Close coordination with the World Bank and other relevant
MDBs/IFIs is envisaged to leverage comparative expertise and institutional knowledge.
Governance. The proposed RST is grounded in the Fund’s legal framework for the establishment of
IMF-administered trusts, and would be consistent with the Fund’s purposes. Like the PRGT and other
trusts previously established by the Fund, the Fund would be the Trustee of the RST. The Executive
Board would have the authority to make discretionary decisions pertaining to the RST, with creditor
consent needed to alter the fundamental terms of the Trust. RST lending presumes the de facto
preferred creditor status that applies to Fund financing under the GRA and PRGT. It is proposed that
the RST be reviewed three years after its creation, or earlier, if warranted.
Financial architecture. The RST is proposed to be a loan-based trust, broadly similar to the PRGT.
RST resources would be mobilized on a voluntary basis from members with strong external positions
who wish to channel their SDRs or currencies to support low-income and vulnerable middle-income
countries. The proposed financial structure ensures the safety and liquidity of contributors’ claims on
the Trust while minimizing their budgetary costs, including through strong policy safeguards, a
supportive multilateral context, an adequate reserve buffer, and a funding mechanism that helps
maintain the reserve asset status of these claims. These features will be operationalized through a
Loan Account, a Reserve Account, and a Deposit Account. To meet the projected baseline demand,
the RST would need to mobilize SDR 33 billion (some US$46 billion) in total resources. A member
survey suggests frontloaded demand for RST financing; the effects of the Russo-Ukrainian war could
lead to additional RSF requests in tandem with more UCT programs. A smooth functioning SDR
Voluntary Trading Arrangement (VTA) market would underpin successful RST operations.
Risks. There are potential risks for IMF business operations (if not coordinated well with other IFIs),
finances (credit, liquidity, and investment risks as well as pressure on the VTA market), human
resources (inadequate expertise and/or inadequate resourcing for the RST’s operations), and
reputation (small size of trust due to fundraising shortfalls or low demand) from creating a new RST.
RST policy design and financial modalities alleviate these risks, and the planned 3-year review
provides room to course correct as needed.
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SECTION I. BACKGROUND
1.
Even as the fight against the COVID-19 pandemic and latest geopolitical developments
continue to disrupt global economic activity, it is important that the international community
does not lose sight of the longer-term structural challenges facing the global economy. The
world is experiencing a changing climate, increasing inequality, changing demographics, and a
breakneck pace of digitalization, to name just a few. The pandemic has eroded policy space in lowand vulnerable middle-income countries—with many now also facing shocks to energy and food
prices—just when they need greater access to affordable, longer-term financing to address these
enduring challenges.1
2.
The August 2021 SDR allocation of $650 billion has helped address the long-term
global need to supplement reserves, while also fostering economic stability. About $275 billion
of the allocation went to emerging markets and developing economies (EMDEs), including about
$20 billion to low-income countries (LICs). These resources are helping member countries raise
reserve buffers and relax financing constraints at a time of high need.
3.
To amplify the effect of the SDR allocation, many members with strong external
positions have expressed interest in voluntarily channeling part of their SDR allocation to
support recoveries in poor and vulnerable middle-income countries (see the G7 and the G20
communiques). On July 23, 2021, the Executive Board discussed three options to channel SDRs:
(1) scaling up the Poverty Reduction and Growth Trust (PRGT); (2) establishing a new IMFadministered Resilience and Sustainability Trust (RST); and (3) channeling SDRs to prescribed holders,
including the World Bank. Based on initial Board guidance and feedback, staff have focused on the
first two options and continue to support interested MDBs in exploring the third.
4.
Following a series of discussions on the design of a new trust with IMF members and
other stakeholders, there is broad support for establishing a Resilience and Sustainability
Trust. In the October 2021 Communique, the IMFC noted “a Resilience and Sustain ability Trust
(RST) at the IMF, to provide affordable long-term financing to support countries undertaking macrocritical reforms to reduce risks to prospective balance of payment stability, including those related to
climate change and pandemics. The RST should preserve the reserve asset characte ristics of the
SDRs. We call upon the IMF to develop and implement the RST and collaborate closely with the
World Bank in this process, and to provide technical support in exploring viable options for
channeling SDRs through multilateral development banks .”
5.
Against that background, this paper details a proposal for establishing the RST and
puts forward the decisions to establish the RST, including the RST instrument. The proposal is
in line with previous informal discussions with Executive Directors and other stakeholders including
the World Bank.

1

Global financing needs for climate change alone are estimated in the range of $3–4 trillion on an annual basis,
dwarfing the $500-600 billion of climate finance mobilized annually from MDBs, climate funds, and markets.
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SECTION II. THE RESILIENCE AND SUSTAINABILITY
TRUST—GUIDING PRINCIPLES
6.
The proposed RST would complement the IMF’s existing lending toolkit by focusing on
longer-term structural challenges. The RST’s goal is to enhance economic resilience and
sustainability thereby contributing to prospective balance of payments stability. This will be achieved
by providing eligible members affordable, longer-maturity financing to (i) support reforms (including
by covering BoP costs associated with them) that reduce macro-critical risks associated with select
longer-term structural challenges and (ii) augment policy space and financial buffers to mitigate the
risks arising from such longer-term structural challenges. This financing would complement
traditional IMF support that focuses on resolving more near-term balance of payments difficulties.

A. Legal Basis
7.
An overarching role of the Fund is to help members address balance of payments
issues through policy support and the provision of financial resources. Under the Articles, there
are three types of financial resources the Fund can draw upon to assist members, each of which has
its own legal constraints. The first is GRA resources, which constitute the bulk of these resources. The
Articles contain specific provisions mandating that adequate safeguards be established for the
temporary use of GRA resources (Article V, Section 3), and require that a member must be
experiencing an actual balance of payments need at the time it purchases these resources. The
second type of financial resources are resources held in the Special Disbursement Account (SDA).
These are resources which can be used to provide balance of payments assistance on special terms
to developing countries (Article V, Section 12(f)(ii)). 2 SDA resources have been used (along with
donor contributions) in the PRGT, CCRT and PRG-HIPC Trust, including to address “protracted”
balance of payments problems under the PRGT even where the member does not have an actual
balance of payments need. Third, Article V, Section 2(b) provides for the Fund’s administration of
resources contributed by others, through which financing can also be provided to Fund members ,
subject to specific conditions.
8.
Article V, Section 2(b) authorizes the Fund if requested, to provide financial and
technical services to its members. This includes the establishment of administered accounts or
trusts.3 Financial services under Article V, Section 2(b) (i) must be consistent with the purposes of the
2

The Special Disbursement Account is funded with profits from sales of gold held by the Fund at the time of the
Second Amendment. The Fund has exercised its power under Article V, Section 12(f) (ii) to use SDA resources to
provide financing to low-income countries under the PRGT (and its predecessor trusts) and grants under the PRGHIPC Trust, the CCRT and the now-dissolved MDRI-I Trust.
3

Key differences between a trust and an administered account relate to the creditor/borrower relationship and the
role of the Fund under these two structures. A lending trust has a direct creditor relationship with borrowers (i.e., not
the trust’s contributors), with the Fund acting as trustee and the Fund’s Executive Board —acting for the Fund as
trustee—normally taking discretionary decisions on key issues such as qualification, disbursements, and amount of
financing to be provided in accordance with the terms of the trust instrument (for example, the PRG Trust). In a
(continued)
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Fund; (ii) must not be “on the account of the Fund”, meaning the GRA cannot bear any risk of loss in
respect of the provision of these services; and (iii) cannot impose obligations on members without
their consent.4 Beyond these limitations, the Fund has broad flexibility in providing financing under
Article V, Section 2(b), including as regards the purposes of the financing (which can be broader than
the purposes of GRA financing specified in Article 1(v), for example), and its terms (e.g. , flexibility for
conditions and maturities that are different than those applicable to GRA financing, which has
included grant financing and a 20-year repayment option under the PRG-HIPC trust).5
9.

The proposed RST meets the conditions applicable under Article V, Section 2(b):

●

The RST would be consistent with the Fund’s balance of payments financing focus but also
the specific purpose under Article I(iii) to promote exchange stability. The latter has
informed, in the surveillance context, the concept of “balance of payments stability”, which is
defined as a member’s balance of payments position that does not, and is not likely to, give rise
to disruptive exchange rate movements. 6 In this context, under the Integrated Surveillance
Decision, the Fund, in carrying out its surveillance mandate, should focus on those policies of
members that can significantly influence present or prospective balance of payments and
domestic stability, recognizing that systemic stability (a stable system of exchange rates) is best
served by each member promoting its own balance of payments and domestic stability. 7 The RST
would complement the existing policy advice provided by the Fund under Article IV on members’
policies that influence their balance of payments stability by providing financial assistance to
eligible members to help them implement policies designed to strengthen prospective balance
of payments stability. Such financial assistance would also assist eligible members in addressing
the balance of payments impact of such reforms as they are implemented.

●

The financial risk from operations conducted through the RST —as envisaged in its proposed
financial architecture—would be borne entirely by the contributors to the Trust and would not
expose the GRA to any risk of loss.8

●

Finally, financial contributions to the RST, and requests by eligible members for financing
under the RST, would be completely voluntary. Financing would be provided following such a
request and Board approval of the request.

lending-related administered account, the account’s contributors would normally have a direct underlying creditor
relationship with the beneficiary/beneficiaries that would determine amounts, interest rates, and conditions for
disbursement, among other things. The Fund would only perform certain financial services at the request of the
contributor(s), and in that context might hold assets as an administrator/agent with no discretionary decisions taken
by the Executive Board.
4

Article V, Section 2(b) was included in the Articles of Agreement at the time of the Second Amendment, but even
before the express power was included in the Articles, the Fund had exercised its implied power and applied key
principles encapsulated in this provision in providing similar services. See Some Legal Aspects of Special Accounts a nd
Trust Funds in Relation to the International Monetary System (SM/75/9, January 7, 1975).
5

The PRG-HIPC Trust was established pursuant to Article V, Section 2(b), and also contained SDA resources.

6

Modernizing the Legal Framework for Surveillance – An Integrated Surveillance Decision (SM/12/156, 06/26/2012).

7

Decision No. 15203-(12/72), adopted July 18, 2012.

8

Creditors may agree to specific burden-sharing arrangements among themselves in regard to final credit losses.
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B. Conceptual and Lending Toolkit Considerations
Economic Considerations
10.
Certain longer-term structural challenges can cause large, negative macroeconomic
and financial outcomes if not addressed. While larger and more affluent economies generally have
the tools to address and withstand such challenges, other countries often lack the necessary policy
space and may thus suffer severe economic setbacks with long-term implications. The importance of
proactively addressing longer-term challenges and of securing ample policy space was
acknowledged in the 2021 Comprehensive Surveillance Review and most recently evidenced in the
COVID-19 pandemic when advanced economies were able to provide stimulus in multiples of what
low and middle-income countries were able to afford. Similarly, on climate change—as noted in the
2021 IMF Strategy to Help Members Address Climate Change Related Policy Challenges and the
World Bank’s 2019 Action Plan on Climate Change Adaptation and Resilience—there are significant
economic and social costs as the frequency and magnitude of disasters rise , particularly affecting
lower-income and smaller countries. Global warming is also driving other trends that are less visible
and disruptive in the short term but carry large long-term economic risks.
11.
Shortfalls in addressing these challenges can have negative implications for future
fiscal, monetary, financial, and external policies and stability. For example, realized and future
economic losses from climate change could translate into revenue losses, spending pressures and
higher borrowing costs, further constraining fiscal space and exacerbating debt sustainability
concerns in vulnerable countries, and imposing fiscal constraints exactly when greater redistribution
may be needed. Additional trade, monetary and financial implications may also arise if the long -term
shock materializes as businesses are disrupted, losses mount, and pressures rise on balance sheets of
households, corporates and financial institutions; the COVID-19 pandemic provides a sobering
example of these processes at the global scale. This could result in exchange rate pressures, which,
combined with disruptions in trade and supply, could worsen a member’s external accounts and
generate a balance of payments problem. Mitigating and reducing these BoP risks requires a
consistent and deliberate approach, including setting macro-policy frameworks that can enable an
environment where the necessary contingencies, safeguards, and investments can be promoted.
12.
Addressing longer-term structural challenges typically requires frontloading
measures—many of them costly—even as benefits may materialize only over a longer horizon.
This presents lower-income and vulnerable middle-income countries with a difficult challenge: while
lack of policy actions would have significant adverse macroeconomic consequences over the longer
term, front-loaded action has an immediate fiscal cost and may thus lead to debt buildup and fiscal
vulnerabilities over the short to medium term. Access to affordable long-term financing is thus
critical to ensure that upfront action on climate change and pandemic preparedness can be taken,
which then can involve significant long-term gains.
●

10

Climate change. Disruptions caused by natural hazards, as well as poor maintenance and
mismanagement of infrastructure, cost households and firms at least $390 billion a year in low-
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and middle-income countries according to a 2019 World Bank study. The 2019 Climate
Adaptation Report estimated that targeted US$1.8 trillion climate investment in five areas —earlywarning systems, climate-resilient infrastructure, improved dryland agriculture crop productio n,
global mangrove protection, and water security—by 2030 could generate US$7.1 trillion in net
benefits globally, representing a return of almost 400 percent. This is because investment in
resilience translates into higher growth, including from higher pr ivate investment due to the
lower cost of capital, and increases the economy’s growth potential (Cantelmo et al., 2019).
Higher growth contributes to stronger revenue growth and the enhanced resilience reduces
recurrent spending needs (e.g., on reconstruction), thereby improving the fiscal outturn and the
debt outlook relative to a business-as-usual scenario.
●

Pandemics. The health, economic and social impacts can be exorbitant, as demonstrated by the
COVID-19 pandemic in which costs have recently been estimated to rise to US$13.8 trillion
through 2024 (IMF, 2022). Disease outbreaks—that could become pandemics with a lack of
preparedness and response—are set to rise further with advances in travel and trade,
urbanization, civil unrest and war as well as global warming (International Working Group on
Financing Preparedness, 2017). A 2021 report of the G20 High Level Independent Panel estimates
that investing in pandemic preparedness and response now will have immense returns by
reducing the risk of events whose costs to government budgets alone are 300 times as large as
the total additional spending per year.

Balance of Payments Considerations
13.
The IMF’s GRA and PRGT lending toolkit is focused on helping members resolve their
balance of payments problems. A BoP problem was originally understood to be resolvable through
policy measures adopted within three years or less (maximum SBA duration); and the “temporary
use” of Fund resources (Article V, Section 3(a)) translated into maturities of up to five years.
Subsequently, the EFF, introduced in 1974, recognized that policies to address BoP problems of a
structural nature may take longer to implement and may resolve the BoP problem only over an
extended period, which lengthened lending maturities up to ten years, and “grace periods” from 3¼
to 4½ years. In 1987 the Enhanced Structural Adjustment Facility (predecessor to the Poverty
Reduction and Growth Facility and PRGT) went further in noting that low-income countries may face
protracted BoP problems—i.e., financing could be provided when the member does not satisfy the
traditional criteria of need applicable to GRA financing (i.e., BoP deficits or low reserves) 9—and a
single arrangement may not “fully resolve” the member’s BoP problem.
14.
The RST adds to the lending toolkit by helping members address risks to prospective
BoP stability stemming from select macro-critical longer-term structural challenges. While not
9

In determining if a protracted BoP problem exists, the BoP test that the Fund applies is more flexible than the one in
the Articles of Agreement for use of the Fund’s general resources. Specifically, the Fund examines the components of
the BoP rather than solely the overall BoP position of the member and a variety of indicators. Thus, besides the
behavior of the current account deficit and declining reserves, the Fund may examine indicators such as stagnant
exports or imports, a deterioration in the terms of trade, or a worsening of external finance conditions.
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necessarily posing imminent BoP problems, longer-term challenges such as climate change make
countries more prone to severe BoP problems in the longer run by raising the likelihood and impact
of future shocks and undermining growth prospects. Policy inaction—including on account of scarce
financing—to address these challenges could increase these risks and jeopardize prospective BoP
stability, as defined in ¶9. Helping member countries to address such risks through policy support
and financing is consistent with the Fund’s mandate to support members’ BoP stability.
15.
Longer-term structural challenges create a range of possible BoP needs. These needs
that could be financed under the RST are typically multidimensional and can materialize over the
short-, medium- or longer-term. In the case of climate change, potential sources of such needs—
associated with adaptation, transition, and mitigation policies including energy security policies—
include, inter alia10:
●

Costs of climate-related public and/or private investments, such as green energy generation,
coastal protection infrastructure, energy-efficient retrofitting of existing building;

●

Costs associated with climate-focused reforms, such as transitioning to green technologies;

●

Offsetting the costs of policies typically required to enable a just transition, such as augmenting
targeted social assistance in tandem with the unwinding of carbon subsidies;11 and,

●

Building up policy space and buffers necessary to mitigate risks to longer-term BoP stability, such
as establishing and augmenting disaster funds, establishing and financing a multi-layered
financial framework for disaster resilience, and augmenting international reserves to face
financial stability implications of climate change.

Similarly, financing needs for pandemic preparedness can entail:
●

Cost of scaling-up basic health care infrastructure and human capital so that these can be readily
deployed during pandemics;

●

Investing in early warning indicators and data collection and dissemination to inform pandemic
policy response; and,

●

Creating policy buffers and financing contingency frameworks (akin to climate change) to
provide a stronger and timely response during a pandemic.

16.
RST financing is intended to enhance the overall longer-term policy space of member
countries. As with all Fund lending, RST loans are provided as liquid and fungible BoP support and
are not earmarked for specific projects. RST loans can be used to (i) cover shorter-term BoP needs
stemming from the implementation of policy measures supported under the RST, (ii) increase
medium-term policy space to continue implementing priority spending associated with addressing

10

For further discussion, see also the 2021 IMF Strategy to Help Members Address Climate Change Related Policy
Challenges: Priorities, Modes of Delivery, and Budget Implications.
11

See, for example, Fiscal Policies to Address Climate Change in Asia and the Pacific (IMF 2021), for a discussion of
how to compensate households, industries, and firms for higher carbon prices.
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longer-term structural challenges, and (iii) augment buffers against risks associated with prospective
BoP stability stemming from these challenges.

Lending Toolkit Considerations
17.
Consistent with its purposes, RST financing will have significantly longer maturities
than those under existing GRA and PRGT instruments. Reforms supported by the RST are
expected to take much longer to yield economic benefits in terms of reducing risks to longer -term
prospective BoP stability, relative to the policies and reforms supported under GRA and PRGT
arrangements, which are expected to have a significant payoff before repayments start three to five
years after disbursement. Moreover, there is typically considerable uncertainty about the period over
which costs associated with RST-supported reform measures may materialize, bolstering the case for
providing additional financial room for navigating the risks. The longer maturities, combined with
envisaged modest interest rates, imply a high degree of concessionality of RST loans compared to
the GRA, which is appropriate in light of the global public goods nature of RST support and the
intended borrower group of LICs, more vulnerable MICs, and small states .12
18.
Thus, the RST will be a third component of the IMF lending toolkit that complements
existing facilities, albeit with a different focus than the GRA and PRGT. The RST is not intended
to play the “lender of last resort” function—i.e., addressing short- to medium-term financing
problems—associated with lending from the GRA and PRGT. Nor should it be viewed as part of the
Global Financial Safety Net—where the Fund plays a central role as a financial backstop—since the
RST does not aim to help members mitigate the risks of financial shocks. Instead, RST financing
would help improve economic resilience and sustainability by addressing longer-term challenges
that risk undermining prospective BoP stability. This objective underpins the distinct reform policies
supported under the RST, as well the longer-term and more affordable terms of RST financing.
19.
The RST would build on Fund support under an existing upper credit tranche (UCT)quality instrument. Financing under the RST would require a concurrent Fund arrangement or
instrument supporting a program with UCT-quality conditionality (henceforth called “UCT
program”13) to (i) provide adequate policy safeguards that contribute to mitigating the credit risk
associated with RST financing and maintaining the reserve asset status of RST contributions , a key
requirement for central banks of many potential contributors, (ii) mitigate the risk of facility
shopping, whereby the RST’s longer and cheaper financing could be (mis)used to finance BoP
problems normally addressed under GRA/PRGT programs, and (iii) support a stable macroeconomic
environment in the borrowing country which is a necessary condition to pursue long-term reforms
and support a catalytic role for the RST. From a BoP standpoint, the distinction between the RST
financing and the UCT program is as follows:

12

Since most LICs and many MICs do not have reliable access to market financing with long -term maturities, there is
limited risk of crowding out private funding. Staff analysis points to only 24 of the 154 EMDEs having been able to
issue sovereign bonds of maturity greater than 10 years for three successive years in the run-up to the pandemic.
13

For the purposes of this document only, a “UCT program” includes Fund financing under FCL arrangements.
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●

The RST would focus on downside scenarios associated with select longer -term challenges. It
would aim to lower the probability of such scenarios and/or reduce the severity of the BoP
problems that would materialize should such a scenario come to pass. The reco gnition of these
risks does not mean that the UCT program becomes inadequate in achieving its s hort- to
medium-term goals.

●

A financing UCT program would focus on resolving an actual/protracted BoP problem under the
baseline (for a disbursing arrangement), or insuring against a potential BoP problem under a
likely downside scenario (for an arrangement treated as precautionary) over the medium-term.
The UCT program is not designed to address all downside scenarios and potential shocks, as well
as BoP needs over the longer-term.

●

Where a member has no need for IMF BoP financing, a signaling instrument like the PCI
(accessible to all members) or PSI (accessible to qualifying PRGT-eligible members) would
provide a suitable medium-term policy framework for the RST. The PCI/PSI would support the
underlying macroeconomic framework, with RST financing helping address qualifying longerterm challenges.

C. Other Considerations
20.
Multilateral context: Creating the RST requires broad participation of creditors and
borrowers. A supportive multilateral context, a strong lender base, a diversified borrower base, the
expected de facto preferred creditor status (PCS), and adequate credit risk mitigation, including
important policy safeguards and financial buffers, are essential underpinnings to successfully
operationalizing the RST.
21.
Additionality: The design of the RST prevents facility shopping. The RST’s purpose—to
improve prospective BoP stability—is distinct from the focus of GRA and PRGT financing. Thus, by
construction, the RST provides additional financing and does not serve as a substitute to the GRA
and PRGT. The RST’s proposed safeguards further mitigate the risk of substitution, including through
access caps and concurrence of RST financing with an on-track UCT program.
22.
Governance and financial architecture: As with other trusts established by the Fund under
Article V, Section 2(b), the proposed decisions and the instrument establishing the RST will set out
the purposes of the RST, the modalities of lending, the financial structure and clear rules for the
Fund’s governance and decision-making in the administration of the RST, including regarding
requests for financing from the RST, as further elaborated in Section IV.A. The proposed RST’s
financial structure is similar to that of the PRGT, with some necessary modifications to build up a
large new trust from the ground up with appropriate safeguards (Section V).
23.
Coordination with multilateral agencies: Given the massive scale of longer-term structural
challenges, RST support should be seen as part of a broader concerted effort by the international
community. It would complement policy and financing support from other international financial
institutions and development banks to address these challenges. The financing needs of members to
address these challenges are so large that RST financing is bound to be modest relative to the needs.
14
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Close coordination with the World Bank (as explained in Section IV.B) and other IFIs would be
essential to provide coherent policy advice and to catalyze additional official and private financing
where feasible. For instance, RST support for the development and implementation of overarching
policy frameworks such as green public financial management would improve the integration of
climate in policy formulation and enhance governance, thereby giving more comfort to other public
and private lenders and donors to provide project financing and technical assistance. Moreover,
potential lenders, including regional development banks and bilateral partners would benefit from
the RST’s fiscal and debt sustainability framework that incorporates economic trade -offs. The
underlying diagnostics—which would include those developed by the member country and/or by
other international financial institutions, such as the World Bank—would be key inputs to help
identify the main policy priorities that could be supported by different stakeholders, including the
private sector.
24.
Integration with Fund Capacity Development: Leveraging the synergies between the
Fund’s surveillance, lending, and capacity development (CD) will help in the design and
implementation of the RST reform measures. Fund CD with a medium-term programmatic approach
can play an important role in supporting RST reforms. For example, diagnostic tools such as the
Climate Public Investment Management Assessment (C-PIMA) and the Climate Macroeconomic
Assessment Program (CMAP) help identify and assess capacity and policy gaps in areas that are likely
to be prominent in RST operations.

SECTION III. RESILIENCE AND SUSTAINABILITY
FACILITY—POLICY AND DESIGN MODALITIES
25.
The proposed RST will provide loans to an eligible member through a financing
instrument called the Resilience and Sustainability Facility (RSF), under an arrangement (“RSF
arrangement”), with design features as elaborated below. Consistent with the considerations
discussed in Section II.B:
The RST provides loans through the RSF with the goal of enhancing economic resilience and
sustainability, thereby contributing to the member’s prospective BoP stability, by (i) supporting policy
reforms that aim to reduce risks associated with qualifying longer-term structural challenges facing the
member, and (ii) augmenting policy space and financial buffers to mitigate the risks arising from these
longer-term structural challenges.
26.
The RSF will be part of a policy and financing framework for structural transformation
that is consistent with macroeconomic stability. Macroeconomic stability is a necessary condition
for successful, longer-term structural reforms; without a solid macroeconomic foundation, reforms
and investments aimed at prospective BoP stability would run the ris k of stop-and-go cycles (as
intermittent BoP problems take hold). Support under a qualifying UCT program (Section III.B) will
help restore or preserve medium-term external balance and provide the macroeconomic foundation
for an RSF arrangement to tackle longer-term challenges.
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A. Uses of Resilience and Sustainability Facility Support
Qualifying Longer-Term Structural Challenges
27.
The RSF helps address select qualifying longer-term structural challenges that create
macro-critical risks to prospective BoP stability. The set of specific qualifying challenges calls for
balancing several considerations: (i) macroeconomic criticality and consistency with the Fund’s
mandate, (ii) demand from the membership, (iii) global public good nature of the challenges
addressed by the RST; and (iv) operational capability given the Fund’s internal capacity and limits to
collaboration with other agencies.
28.
Coordination with other IFIs, particularly the World Bank, would be integral to the RST.
The RSF’s ability to tackle qualifying challenges depends on strong diagnostics, ability to formulate
policy priorities, and develop and monitor the appropriate conditionality to enhance the prospective
BoP stability. Addressing these challenges requires close coordination with relevant multilateral and
regional development banks, to best leverage each institutions’ expertise and experience in helping
to identify reforms. A staff-level framework for RSF financing has been developed in coordination
with the World Bank for climate change (see Annex III). An equivalent framework is being discussed
with the World Bank and other stakeholders, including the WHO, for pandemic preparedness. In all
such frameworks, the centrality of the Executive Board’s judgment as to whether relevant reform
measures are appropriate and have been implemented would be ensured.
29.
Based on feedback received in consultations with the Executive Directors, staff
proposes that the RST supports reforms that address challenges associated with climate
change and future pandemics at the outset.
●

Climate change could result in external vulnerabilities as climate-vulnerable countries are more at
risk to the destruction of productive and export capacity, which create or exacerbate balance of
payments problems. Countries’ reliance on carbon-intensive exports are at risk both from
regulatory changes (such as the adoption of border carbon adjustment) as well as a decline in
exports from the transition towards net zero. Hence, policies related to adaptation, transition,
and mitigation – including policies that support energy security – are all important to enhance
countries’ prospective BoP stability.

●

As the COVID-19 pandemic has demonstrated, failure to invest in better health policy and
infrastructure to prevent/mitigate the risks from pandemics can create macroeconomic risks for
countries and spillovers for the rest of the world. Measures and investments in pandemic
preparedness can contribute to safeguard economic growth, reduce fiscal risks, mitigate losses to
businesses and households, and protect balance sheets of different economic sectors, all of
which have knock-on effects on external balance stability. The scope and timing of the Fund’s
engagement on pandemic preparedness will be firmed up based on ongoing discussions with
the World Bank and the WHO.

16
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It is proposed that the Executive Board has authority to identify longer -term structural challenges
qualifying to be financed using Trust resources beyond those identified at the establishment of the
RST, subject to consent of contributors representing 70 percent of total commitments under
borrowing agreements (see ¶73) and depending on operational considerations (see ¶75).

Use of Financing
30.
RST loans would provide general BoP support to help meet financing needs associated
with addressing qualifying longer-term structural challenges. RST financing would not be
earmarked for specific projects but could be used to address a range of BoP needs, including: (i)
covering any shorter-term BoP/fiscal needs directly associated with implementation of RST-supported
reforms (¶31); (ii) increasing policy space for fiscal spending 14 and reforms associated with qualifying
longer-term structural challenges, and (iii) augmenting longer-term buffers to strengthen the
member’s ability to face shocks linked with qualifying structural challenges. RSF arrangements are
expected to be drawing (i.e., not used on a precautionary basis); available financing is expected to be
drawn promptly after the Board approves an RSF disbursement.15
31.
In some instances, RSF-supported reforms may have short- to medium-term balance of
payments implications, which would affect the interaction with the UCT program. In particular,
RSF-supported reforms could:
●

Raise actual or prospective BoP needs. For example, expanding the social safety net to support
reform of fuel subsidies or transitioning to green technology could increase BoP needs. Likewise,
green public financial management (PFM) reforms may trigger higher imports for green
investments. Accelerated decarbonization efforts—even when executed with carbon taxes—can
also gradually increase BoP needs as private sector investment in green technologies surges.

●

Lower actual or potential BoP needs. For example, fuel subsidy reforms and carbon taxes may
serve a dual purpose of improving prospective BoP stability and helping achieve the fiscal/BoP
objectives of the accompanying UCT program. The resulting decarbonization may also lower the
country’s sensitivity to energy price volatility over time, thus attenuating an important risk factor
faced in many Fund-supported programs. Part of savings from such measures could be applied
toward augmenting accompanying social assistance programs to cushion the impact of
decarbonization on the poor and vulnerable.

32.
While an RSF arrangement would accompany a UCT program, the latter must stand on
its own. It means that the reforms and any financing under the UCT program must be assessed as
sufficient to address the financing need and to ensure medium-term external viability under the
baseline scenario, under the GRA, or make “significant progress”, under the Extended Credit Facility
14

Use of RST financing for budget support could consider, depending on country specific circumstances, inter alia,
expansion of the envelope of “green” public investment, well-targeted and temporary subsidies to incentivize “green”
technologies, augmenting social assistance to offset carbon price increases, and contributions to “green” PPP projects.
15

In this document, ”RSF disbursement” refers to a disbursement under an RSF arrangement.
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(ECF) of the PRGT. In Board documents, financing committed under an RSF arrangement would be
recorded as separate from gap financing under the GRA and/or PRGT.

B. Eligibility and Qualification
Eligibility
33.
Scarce RST resources should be targeted at LICs, vulnerable MICs, and small states. As
discussed, these members face higher risks to prospective BoP stability from longer-term structural
challenges, and lack reliable access to affordable longer-term financing more suited to tackle them.
34.
Staff propose to base initial RST eligibility on per capita income and population
thresholds. Having analyzed a range of alternative methodologies for defining RST eligibility, staff
consider that a simple income-based cutoff—with higher thresholds for small states—strikes an
appropriate balance between targeting scarce resources, meeting countries’ needs, and ensuring
predictability and evenhanded treatment. Using a combination of per capita income and population
is an established and transparent method that also is used for determining PRGT eligibility.
Specifically, it is proposed that for the initial list of eligible members, a member is assessed as RSTeligible if, based on qualifying data available as of October 2021:16
a. its per capita gross national income17 (GNI) in 2020 (or 2019, if 2020 data is not available) does
not exceed ten times the 2021 International Development Association (IDA) operational cutoff
($1,205) or
b. it has a population below 1.5 million as of 2020, as reported by the World Bank, and its per
capita GNI in 2020 (or 2019, if 2020 data is not available) does not exceed twenty-five times the
2021 IDA operational cutoff.
The per capita income cutoff for small states is set higher than for other countries given that most
small islands with relatively high incomes face significant longer-term risks related to climate change
but still lack steady access to affordable long-term market financing. Moreover, in order to not
exclude low-income countries, in the few instances where the relevant GNI or population data are

16

Panama’s GNI per capita for 2020 was estimated at $11,880 in the June 2021 WDI, which determined its inclusion in
the list of presumed eligible members available at the time of the IMFC call to establish the RST in October 2021 and
informal Board discussions. Panama’s 2020 GNI per capita was, however, revised in the December 2021 WDI to
$12,420, just above the proposed cutoff level. Considering the detailed discussions on eligibility that were held with
Executive Directors prior to the endorsement of the RST by the IMFC, staff proposes basing the initial eligibility list on
the data available at the time of the October 2021 IMFC communique.
17

For the purposes of the criteria set forth in this section, assessments of per capita GNI will normally be based on
World Bank data using the ATLAS methodology, but other data sources may be used in exceptional circumstances,
including data estimated by Fund staff in the absence of World Bank data. This is the same data source as used for
PRGT eligibility assessment.
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not available to assess the above criteria but the countries are PRGT-eligible, it is proposed that the
countries be added to the RST eligibility list at the time of the establishment of the RST. 18
35.
Based on the proposed criteria, 143 countries will be RST-eligible at the time the RST is
established (Annex I). Countries that do not plan to request RST financing (e.g., potential RST
contributors) will have the option to opt-out of the RST eligibility list at any time by notifying the
Fund in writing.
36.
RST eligibility will be reviewed regularly. For the purpose of future eligibility reviews, a
member will be added to the RST eligibility list if, based on the latest available qualifying data 19, its
annual per capita GNI is (a) less than ten times the IDA operational cutoff; or (b) less than twenty-five
times the IDA operational cutoff if it has a population below 1.5 million, as reported by the World
Bank. The first eligibility review will take place as part of the first review of the Trust. Subsequent
eligibility reviews would be synchronized and combined with PRGT eligibility reviews, which are
undertaken on a biannual schedule. 20 Notwithstanding the regular review cycle, decisions on entry
onto the RST eligibility list could also be adopted in the interim period between eligibility reviews. It
would be expected that entry decisions would be adopted on a stand -alone basis where a member
that is not on the list meets the entry criteria in the period between reviews, and where a delay until
the next scheduled review of the RST eligibility list would disadvantage the member (in particular, if
the member wishes to request support under the RSF). Specifically, future entrants to the PRGT
would typically be added to the RST eligibility list at the same time, subject to an ad -hoc Executive
Board decision. Re-entry on the list in the interim period between reviews would also be possible for
any country that had previously opted out or been removed in the context of sanctions imposed for
overdue obligations to the Fund (assuming the graduation criteria discussed below were not met).
37.
Graduation rules will feature a buffer period. It is proposed that a country would graduate
from the RST eligibility list if all of the following conditions are met: (a) its GNI has been above the
applicable eligibility threshold (specified above) for at least the last five years (for which qualifying
data are available), (b) its GNI has not been on a declining trend in the same period (comparing the
first and the last relevant annual data) and (c) based on the latest qualifying data, its GNI is at least
10 percent above the applicable eligibility threshold (i.e., 27.5 times the IDA operational cutoff for
small states and 11 times IDA operational cutoff for other countries).
38.
It is proposed that changes in the RST eligibility list should not interfere with an
existing RSF arrangement or ongoing discussions on new requests for an RSF arrangement. A
member that has an existing RSF arrangement in place at the time of the Board decision approving
18

Eritrea and South Sudan—both PRGT-eligible—are currently missing 2020 GNI data, prompting the proposed
linking of PRGT and RST eligibility for the initial list of R ST-eligible members.
19

Like in the case of PRGT eligibility, qualifying data shall be data in respect of which the most recent observation
relates to a calendar year that is not more than 30 months in the past at the time of the assessment .
20

The simultaneous timing for subsequent RST eligibility reviews to match the time for PRGT eligibility reviews is
proposed for operational convenience. Assessments of PRGT eligibility and RST eligibility in future reviews will be
guided by the respective and distinct policies applicable in each case.
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its graduation from the RST would be permitted to continue its RSF arrangement, including any
extensions or augmentations that may be possible thereunder. The graduation dec ision in respect of
such a member would specify that its removal from RST eligibility would become effective only upon
termination, expiry or cancellation of its ongoing RSF arrangement. Further, it is proposed that if a
member is no longer RST eligible under a decision adopted by the Executive Board, there would be a
transitional period of 5 months before such change would become effective. During the transitional
period, a new RSF arrangement based on past or ongoing discussions with the member may be
approved by the Executive Board. Members who become RST eligible would be able to access RST
financing with immediate effect.

Qualification
39.
To qualify for an RSF arrangement, eligible members would need to have: (i) a package
of high-quality reform measures addressing qualifying longer-term structural challenges; (ii) a
concurrent UCT program with at least 18 months remaining prior to its expiry; and
(iii) sustainable debt and adequate capacity to repay. Specifically:
I.

Relevant policy and reform package: Financing under an RSF arrangement would be based on
a set of policies and reforms that are expected to help the member make significant progress
toward strengthening the member’s prospective BoP stability by reducing macro -critical risks
related to qualifying longer-term structural challenges. A guidance note would elaborate on how
to design and assess the strength of the package of structural reforms, which would typically be
developed by the Fund in consultation with other relevant institutions, including the World Bank.

II. Qualifying UCT program: An RSF arrangement would only be approved by the Executive Board
when:

20

(a)

The member is concurrently requesting approval of a qualifying IMF instrument
supporting a program with UCT-quality conditionality or the completion of the review
under such instrument, which, for the purpose of RSF qualification, would include SBA,
EFF, PLL, FCL, SCF, ECF, PCI or PSI. The high ex-ante qualification bar for FCL
arrangements is equivalent to the UCT-quality standard and is thus sufficient to provide
the required policy safeguard (consistent with the FCL design/decision). SMPs—even
those of UCT quality—would be excluded, as they are not Fund-supported (i.e., they are
approved by Fund Management and not the Executive Board) and do not require the
same level of financing assurances and safeguards. Emergency financing would not
qualify as the RFI and RCF do not support a UCT-quality program and their outright
purchase/disbursement nature is not compatible with RSF’s disbursement being tied to
completion of reviews (see below). SLL arrangements would not qualify given their short
duration (next bullet).

(b)

There are at least 18 months remaining in the accompanying UCT program at the time of
approval of the RSF arrangement. This would allow for adequate time to implement a set
of high-quality structural reforms, while ensuring strong policy safeguards. As a
transitional arrangement, during the first 6 months from the date on which the RST
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becomes operational later this year, ongoing and on-track UCT programs with as little as
12 months remaining would equally qualify.
III. Debt sustainability and capacity to repay: Like with all Fund lending, approval of an RSF
arrangement and completion of reviews will require the members’ debt to be assessed as
sustainable in the medium-term under the applicable debt sustainability framework (LIC DSF or
MAC SRDSF). As with all Fund financing, requests for RSF arrangements and reviews would also
require an assessment of the member’s capacity to repay the Fund.

C. Lending Terms
40.
RSF lending terms are proposed to combine low interest rates with significantly longer
maturities than in the GRA and the PRGT. RSF loans are meant to provide longer-term financing
on terms that are considerably more affordable than available market financing. Under the terms
proposed below, the cost of RST loans would be cheaper than GRA credit, and, at current interest
rates, also more concessional than GRA-PRGT blend and regular PRGT terms (see Table 2 in Annex II).
The relatively favorable lending terms are consistent with (i) the RST’s purpose to support reforms
that tackle long-term structural issues that impact prospective BoP stability, (ii) reforms having a
public goods nature with potential positive externalities, and (iii) the intended borrower group of
LICs, vulnerable MICs, and small states.
41.
Consistent with the RST’s purpose to contribute to longer-term prospective BoP
stability, RSF loans are proposed to have a maximum maturity of 20 years. Given that RST
resources are solely contributor resources, administered under Article V, Section 2(b), the
requirements of temporary use of GRA resources under the Articles do not ap ply, and the proposed
loan maturity is not unprecedented for Fund financing under Article V, Section 2(b), both as
discussed above. It is proposed that principal repayments be made in 20 equal semi-annual
instalments that begin 10½ years after the RSF disbursement. Together with the interest rate
structure, the proposed maturity ensures that RST concessionality for the poorest and most
vulnerable countries remains close to that in the PRGT (see below).
42.
An RSF borrower would pay an interest rate with a modest margin over the 3-month
SDR interest rate (SDRi). The margin above the RST’s funding cost (i.e., the SDRi paid on RST
borrowing) contributes to the build-up of RST reserves and, together with the service charge on RSF
disbursements for some country groups, covers the RST’s administrative costs, thus helping ensure
the financial soundness and viability of the RST (Section V). RSF borrowing would not be subject to
surcharges, and outstanding RST credit would not count towards the level-based threshold for GRA
surcharges. A commitment fee is not currently contemplated.
43.
Staff proposes a tiered interest rate structure that differentiates financing terms across
groups of countries. The proposed margin structure has been calibrated to support adequate
accumulation of the RST’s Reserve Account (Section V) while covering operational costs. The
proposed margins would provide more favorable terms to lower-income countries and most small
states (see Section VI and Annex V), with an expectation that future reviews would consider an
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increased degree of cross-subsidization of the poorest if the SDRi rises, as expected, to higher levels
(see below). Three country groups would broadly mirror the differentiated financing terms across the
GRA and the PRGT (See Annex V Table 2 for a list of countries under each group). The grouping of
countries would be reviewed at each RST eligibility review; once allocated, a member would remain
in that group until the next eligibility review. Irrespective of changes in a member’s blending status,
income, or country grouping following an eligibility review during the lifetime of an RSF
arrangement, the member would continue servicing credit outstanding arising from disbursements
under that arrangement at the interest rate that corresponds to the group it belonged to when the
arrangement was approved.
●

Group A countries are all PRGT-eligible countries that are not presumed blenders. 21 22 This group
currently comprises 51 countries and members in this group are proposed to pay a margin of 55
basis points above the SDRi and would be exempt from any service charges on RSF loan
disbursements.

●

Group B countries are all presumed blenders under the Fund’s framework for blended access to
GRA and PRGT resources and all non-PRGT eligible small states with per capita GNI below ten
times the IDA operational income cutoff. This group is currently composed of 27 countries and is
proposed to pay a margin of 75 basis points above SDRi and would be subject to an upfront
one-time service charge of 25 basis points on each RSF loan disbursement.

●

Group C countries are all other RST-eligible countries. This group is currently composed of 65
countries and would pay a margin of 95 basis points above SDRi (just below the current GRA
margin for the basic rate of charge) and would be subject to an upfront one -time service charge
of 50 basis points for each RSF disbursement.

44.
To protect the lowest income borrowers from rising market rates, an interest rate cap
for Group A countries could be considered at future reviews (see below). Such an interest rate
cap would imply that the margin paid by the poorest countries (Group A) would decline as interest
rates rise above a certain level, and eventually would become negative once the SDRi rises above the
specified level. The foregone interest income implied by such a cap would be financed through
increased cross-subsidization of interest rates between borrowers, with the use of resources in the
RST’s Reserve Account only possible if consistent with reserve-adequacy including reserve build-up
(see Section V). A cap of 2¼ percent, including the margin, as assumed by staff for modeling
purposes in this paper, would ensure that, together with the 10½-year grace period and 20-year
maturity, the concessionality of PRGT and RSF loans would be at roughly the same level when SDRi
21

PRGT-eligible countries are presumed to blend GRA and PRGT resources if the following conditions are met: (i)
countries are deemed to meet the income threshold for blending when GNI per capita has exceeded the IDA
operational cutoff by at least 5 percent for two consecutive years; and (ii) countries that meet the income criterion for
blending are required to blend unless debt vulnerabilities limit their access to international financial markets.
Countries are deemed to face such limits on their access to international financial markets if they are (A) in debt
distress or (B) at high risk of debt distress and (a) have had limited past access to international financial markets or
(b) are small/micro-states.
22

In addition, while Syria is not currently PRGT-eligible, given that Syria’s latest available GNI per capita is below the
threshold for entry on to the list of PRGT-eligible members, staff proposes for Syria to be included in Group A.
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rises above 2 percent (a grant element of around 30 percent at a 5-percent discount rate, see Annex
II, Table 2). In the initial proposal for the level of margins, no interes t rate cross-subsidization is
envisaged at the start of the RST.
45.
The margin structure and service charges will be subject to reviews, with adjustments
as the Executive Board considers appropriate. The funding costs for RST loans is a given as the
interest rates on these loans up to the SDRi will be hard-wired in the RST instrument and reflected in
the borrowing agreements. Given the uncertainty about future demand, world interest rates, and RST
finances, staff proposes that the Executive Board retain flexibility in setting the margin structure for
RST loans, that balances the need to ensure the financial sustainability of the Trust and the need to
protect the poorest members. At each interest rate review, the Board would consider a range of
relevant factors to maintain or adjust the margins (as well as service charge structure), including the
financial position of the RST (e.g., the projected pace of reserve buildup, demand across country
groups, and the appropriateness of financing terms for borrowers). The review would also decide on
any adjustments to the specification of country groupings. 23 An interest rate review would take place
during each regular RST policy review, and earlier as needed. Staff, for example, would expect that it
would be triggered if the average SDRi were to rise above 1½ percent in any 12-month period and if
financial market indicators (i.e., SDRi projections) signal that this interest rate is not expected to
decline below 1.5 percent within the coming quarters, which would give the Board the opportunity to
discuss possible interest rate protection for the poorest borrowers through a reduced margin or an
interest rate cap. An interest rate review could also be triggered by other unexpected events that
have a bearing on the financial sustainability of the RST.

D. Access
46.
The overall cumulative access cap for eligible members under the RSF is proposed to be
set at the lower of 150 percent of quota or SDR 1 billion. Access considerations reconcile
demand estimates (Section VI) with the anticipated size of the Trust and are an important tool to
manage scarce Trust resources. Access caps may need to be revisited should there be excess or
shortfall in contributions relative to existing fundraising targets (Section V). The RSF would have no
annual access limits to facilitate flexibility in the timing of RSF disbursement but would limit the size
of disbursements (see ¶58).
47.
Access under RSF arrangements would be guided by norms and other criteria. The
starting point of access determination would be an access norm of 75 percent of quota. The
proposed use of norms reflects resource constraints associated with the limited size of the Trust and
the difficulty of precisely assessing the BoP implications (both medium-term costs and long-term
benefits) of RSF-supported reforms. However, the norm is neither a ceiling nor a floor on the level of
access. It should help inform the assessment of appropriate access levels but should not be
misconstrued as an access limit or entitlement. Deviations from the access norm may be considered
23

Changes determined by the Executive Board to the lending margins in each interest rate group would apply to RST
credit outstanding based on the member’s interest rate grouping at the time each RSF arrangement under which the
credit outstanding arose was approved.
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depending on: (i) any direct short- to medium-term BoP needs associated with the implementation
of corresponding RSF-supported reforms, (ii) strength and ambition of the package of RSTsupported reforms; and (iii) capacity to repay the Fund, taking into account the member’s debt
sustainability, debt carrying capacity, and composition of debt (in particular the prevalence of de
facto senior obligations, especially in cases of elevated debt vulnerabilities ).24
48.
Policy Safeguards for High Combined Credit Exposure from the PRGT and GRA (the
“PS-HCC Policy”), introduced in 2020, would not apply to financing under RSF arrangements.
Features distinguishing the RST from other Fund financing—e.g., focus on prospective stability (as
opposed to filling residual BoP gaps), longer maturities —underpin the rationale for treating RSF
access separately from that extended under the GRA and the PRGT. The PS-HCC Policy, which applies
the policy safeguards for HCC exposure under the GRA and the PRGT, would not be amended to
include RST financing (which is for longer-term needs), or to take into account credit outstanding
under an RSF arrangement in assessing access under PS-HCC. Likewise, the GRA and PRGT
Exceptional Access Frameworks apply to respective GRA and PRGT credit and would not apply to RST
financing. This approach also mitigates the risk that countries might seek to substitute GRA access
with RSF access in light of the more favorable financing terms. Instead, the RSF design incorporates
several alternative safeguards, which are more consistent with the terms of lending of the new
facility:
●

Built-in safeguards: Policy safeguards for high access under the PS-HCC are designed to
provide enhanced safeguards to GRA and PRGT resources, respectively. Under the RSF, a number
of enhanced safeguards are built in directly through (i) debt sustainability requirements for RST
qualification (¶39) (ii) modest access caps (¶46), (iii) access determination rules that explicitly
account for debt vulnerabilities (¶47), and (iv) enhanced analysis of debt structure, debt
sustainability, and of capacity to repay (Section III.F).

●

Modest debt service schedule: The RSF’s much longer grace and repayment periods—resulting
in modest effects on annual gross financing needs (up to 15 percent of quota per year)—
positively distinguishes the impact of RST financing on the country’s debt risk profile from that of
GRA/PGRT financing.

24

De facto senior debt is not precisely defined in practice. In providing debt treatments, official creditors have
accorded de facto preferred creditor status to the IMF, the World Bank, and some other multilateral lenders, by
excluding such institutions from the scope of the debt restructuring. Some multilateral lenders have not yet
participated in debt treatments, so it remains unclear whether they have the same status, and their status could also
vary case-by-case depending on whether an institution is providing new financing. Other debt claims can have a legal
structure that makes restructuring more difficult, e.g., collateral, but restructuring may still be feasible case -by-case. A
high share of de facto senior debt is also not necessarily a source of debt vulnerability; for example, multilateral
lending generally has favorable interest rates and maturity structures that reduce the impact on debt vulnerabilities.
However, when overall debt vulnerabilities are elevated, a high share of de facto senior debt could make restoring
debt sustainability more difficult and prolonged, by limiting scope to increase the share of concessional debt and by
requiring a deeper treatment of other debt.
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E. Lending Modalities
49.
Request and Approval. An RSF arrangement requested by an RST-eligible member may
only be approved by the Executive Board if that member either has an “on-track” UCT program with
at least 18 months remaining until its expiration (12 months for RSF arrangements approved within
the first six months of the RST’s operationalization), or is receiving approval for such a program
concurrently with the consideration of the request for an RSF arrangement (see Section III. B on
qualification). Approval of an RSF arrangement would normally take place either at the time of
approval of the request for the UCT program or at a review under the UCT program. The authorities
would need to make a request for an RSF arrangement in writing (normally as part of the LOI for the
UCT program documentation). The Memorandum of Economic and Financial Policies (MEFP) —
normally a single document covering both the UCT Program and the RSF arrangement—would then
describe broad policy intentions in RST-relevant areas and specific structural reforms (“reform
measures”, see ¶51) that would be supported under the RSF arrangement.
50.
Duration. The duration of the RSF arrangement would generally be expected to coincide
with the duration of a new UCT program (when the two are requested together) or the remaining
duration of an existing UCT program (when the RSF request occurs at a review of the UCT program).
The minimum duration would be 18 months (12 months for RSF arrangements approved within the
first six months of the RST’s operationalization), to allow adequate time for implementation of RSF
reforms measures, including any necessary technical assistance (see II(b) under ¶39). The RSF
arrangement would expire when all amounts available under the arrangement have been disbursed.
Given the important safeguards provided by the accompanying UCT program, the RSF arrangement
would also automatically terminate upon the termination, cancellation or expiry of the accompanying
UCT program. The RSF arrangement could be extended at the time of a request of an extension of
the qualifying UCT program if additional time is required to complete Board-approved reform
measures (see discussion of conditionality below) or if new reform measures are identified for
inclusion.

Conditionality
51.
RSF conditionality shall take the form of Board reviews assessing reform measures.
Similar to structural conditionality under UCT programs, a reform measure would be a single policy
action or a set of very closely related actions constituting a single reform. Reform measures would be
designed with the aim of being objectively monitorable. Reform measures will also need to be clearly
linked to addressing qualifying longer-term structural challenges, and make a meaningful
contribution toward strengthening the member’s prospective BoP stability (Box 1 provides illustrative
examples for the case of climate change). Coordination with other IFIs/MDBs in the design of reform
measures will be critical to complement their lending and to help catalyze additional financing,
including from private sources.
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52.
RSF conditionality will follow the key principles underlying the Guidelines of
Conditionality (GoC), with certain caveats. The following principles 25 will apply to RSF
conditionality: national ownership of reforms, tailoring to member’s circumstances, parsimony in the
application of conditions, clarity in the specification of conditions, effective coordination with other
multilateral institutions and the principle guiding the concept of a review by the Executive Board .
There would be no cross-conditionality; as with all Fund lending, the views of other institutions,
particularly in non-core areas for the Fund, would be an important input (for the RST, particularly in
assessing completion of the measures). However, conditionality applicable to RST disbursements will
consist of reviews assessing implementation of reform measures and none of the other types of
conditionality provided under the GoC for lending in UCT programs—quantitative performance
criteria and indicative targets, prior actions and structural benchmarks—will be used in RSF
arrangements. Waivers of applicability and non-observance are not envisaged (see ¶58 on
completion of reviews). Further, the focus on helping the member resolve its BoP problems (GoC
¶6(a)) will not apply to RSF conditionality; it is instead focused on improving prospective BoP
stability.
53.
RSF conditionality will be typically separate from the conditionality of the concurrent
UCT program, though select reform measures may be included in both. In keeping with the
distinct but complementary purposes of the RST and its longer-term focus, reform measures must be
compatible with the resolution (or prevention) of the BoP problem under the UCT program, but they
are not required to directly contribute to it. For that reason, reform measures will be specified
separately from the conditionality under the concurrent UCT program. This also means that reviews
under a UCT program would not be impacted by delays in completion of reform measures (however,
delays in completing reviews under the UCT program would delay RSF disbursements; see ¶58).
However, in those cases where the implementation of the reform measure is critical to the success of
the concurrent UCT program (so-called “dual-purpose reforms”), the measure would also be included
as part of the UCT program conditionality (typically as structural benchmarks; sometimes as prior
actions), i.e., these conditions will be presented as conditionality for both the UCT program and the
RSF arrangement. These dual-purpose measures would be assessed as per the policies applicable to
conditionality for the purpose of completing reviews under the UCT program.
54.
Reform measures would need to be implemented within the duration of the RSF
arrangement, but with greater flexibility in their timing. To access RSF disbursements, the reform
measure would need to be implemented over the duration of the concurrent UCT program. However,
reform measure target dates would be indicative to take on board the difficulty to gauge the exact
time needed for completion of reforms in relatively new policy areas. Flexibility in implementation
timing also reflects that the reform measures will typically have no direct bearing on the resolution of
the BoP problem addressed under the UCT program. However, if a reform measure is also a
structural benchmark or prior action under the UCT program then it will also be monitored and
assessed under the relevant framework applicable to the UCT program.

25

See “Staff Statement: Principles Underlying the Guidelines on Conditionality” in the GoC.
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55.
The macroeconomic framework and quantitative targets under the concurrent UCT
program will include projections for RSF financing. RSF financing increases the overall financing
envelope over the period of the UCT program. Based on the diagnosis and intended uses of RST
financing, the macroeconomic framework under the UCT program will reflect how this financing is to
be allocated between expanding the fiscal envelope, reserve accumulation and any other uses .
Performance criteria and indicative targets under the UCT program will reflect this financing under
the baseline, but also include adjustors linked to the expected timing of RSF disbursements
(analogous to other exogenous sources of financing/revenue). Should the RSF financing not
materialize (because the reform measure is not implemented or delayed), these adjustors fully
automatically offset its impact on the medium-term macroeconomic framework. Since benefits of
RSF-supported reforms are expected to materialize in the longer term, no other changes to the
medium-term macroeconomic framework in response to their non-implementation would be
generally expected, although this would need to be assessed on a case-by-case basis.
Box 1. Reform Measures—Initial and Illustrative Considerations
The RSF would represent the first instance where IMF conditionality may be exclusively focused on achieving
longer-term objectives (as opposed to resolving short- to medium-term BoP problems). Staff intends to
undertake a more detailed analysis and planning exercise—leveraging expertise inside and outside the
institution—between now and the operationalization of the RST to define indicative areas and measures for
RSF reform and conditionality. Beyond learning-by-doing, staff will also engage proactively with institutions,
particularly the World Bank and regional development banks, to inform such reforms. To support country
operations, staff will set up an interdepartmental working group to develop a knowledge hub and guide
teams with best practices.
This box illustrates staff’s preliminary and indicative thinking pertaining to climate-related reform measures
which may be relevant depending on a member’s circumstances. Reforms for other qualifying longer-term
challenges would be developed in parallel and in conjunction with the relevant IFI partners.
Climate-related reforms supported under the RSF would aim to integrate climate risks in economic decisions
and support countries with adaptation, mitigation, and transition. Depending on country -specific priorities,
RST reforms could support: (i) enhanced assessment of risks for climate-informed development strategies;
(ii) improved adaptation that reduces costs of slow-moving climate change and climate-induced natural
disasters; (iii) mitigation policies that reduce fiscal and balance of payments risks, while supporting the
member to meet its international commitments; (iv) social protection strategies to mitigate the impact of
climate shocks on the most vulnerable and also support a just transition; (v) development and
implementation of a climate finance strategy aligned with countries’ NDCs; (vi) building buffers to cope
with shocks; (vii) putting in place frameworks that support the integration of climate in public financial
management and allow for increased transparency on climate reporting; and (viii) putting in place
regulatory and supervisory frameworks to better assess climate-related financial sector risks.
The list below provides hypothetical examples in in the area of climate change. Specific measures under an
RSF would have to account for country-specific circumstances, including the assessment of macro critical
risks to BoP stability caused by climate change and the country’s starting positions in terms of climate policy
and technical capacity. As noted in Annex III, policy priorities and conditionality will be developed in
coordination with the World Bank; regional MDBs inputs will be sought as relevant for each country.
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Box 1. Reform Measures – Initial and Illustrative Considerations (concluded)
Climate Adaptation



Approve a National Adaptation Plan, which: (1) identifies climate vulnerabilities and adaptation gaps; (2)
identifies adaptation solutions, including cost estimates for all major projects; (3) mainstreams
adaptation into national planning and PFM; and (4) monitors and reports progress regularly.



Adopt measures to achieve at least full cost recovery in water utility pricing while ensuring access to
adequate water consumption of the vulnerable to maintain affordability.

Climate Mitigation



Issue regulations on carbon pricing policy (e.g., removing exemptions, increasing carbon price levels,
and expanding sector coverage).



Introduce/apply the standard VAT rate for electricity and fossil fuels.



Introduce/increase excises on coal, natural gas, and petroleum products.



Phase out agricultural subsidies that encourage emissions-intensive farming.

Climate Finance
Approve a disaster risk financing strategy for both low impact/frequent events and higher impact/low
frequency events, using a risk layering approach covering both risk retention (budget reallocation/
augmentation) and risk transfer (climate risk insurance and climate-contingent loan rescheduling).
Public Investment Management



Define and publish climate-related elements among the criteria used by the government for the
selection of all major public investment projects



Establish a standard methodology to conduct mandatory climate-related analysis for the ex-ante
appraisal of all major public investment projects.



Produce centralized guidance and/or establish a central support unit to assist government agencies on
the preparation and costing of climate-aware public investment strategies

Public Financial Management



Require that the climate implications of major new budget measures be systematically included in ex
ante impact assessments and cost-benefit analyses and published in budget documents.



Develop a climate budget tagging system to improve allocation and monitoring of climate-related
expenditure and publish report on climate-related expenditure alongside budget documents.



Develop a fiscal risk statement to include climate risks and natural disasters, and include narrative on
risk management strategies, notably with respect to climate-related risks to public infrastructure assets.

Disbursements, Phasing and Reviews
56.
Disbursements: A member’s total RSF access would be partitioned into several
disbursements that are linked to the implementation of RSF reform measures. Each
disbursement, defined as a percentage of quota, will be associated with the implementation of one
reform measure. Recognizing the difficulty of “pricing” longer-term reforms, the presumption would
be for equal access across disbursements; exceptions could be made for reform measures that are
demonstrably more consequential to prospective BoP stability and/or create larger actual BoP needs.
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57.
Phasing will be specified at the time of the RSF request. Each disbursement will have an
availability date linked to the expected time of completion of the associated reform measure, which
will generally mirror the availability date of a particular purchase/disbursement under the UCT
program;26 this “links” RSF disbursements to reviews under the accompanying UCT program.27
Multiple reform measures can be linked to the same availability date. Phasing should ensure that the
cumulative access of all disbursements subject to the completion of a review under the RSF
arrangement does not exceed 50 percent of quota. That said, if there are delays in the
implementation of reform measures, disbursements exceeding 50 percent of quota that become
available following the completion of a review are not precluded. Box 2 illustrates a range of
scenarios. No disbursement would be available immediately at the time of approval of the request
for an RSF arrangement. This ensures that an RSF arrangement only finances reforms that are
additional to efforts the member has already undertaken.
58.
Reviews: RSF disbursements would occur following the completion of a review by the
Executive Board. RSF reviews will be used to monitor Implementation of reform measures, modify
them, or establish new reform measures as part of an augmentation. Several features are of note:
●

Monitoring conditionality. RST loan disbursements are subject to the completion of an RSF review
by the Executive Board. Completion of an RSF review28 will require a Board assessment, based on
staff’s recommendation included in the UCT program documentation, that the relevant reform
measure was met. The Board may also, in rare cases, decide to complete the review and approve
the associated RSF disbursement available where the reform measure was implemented with a
minor deviation relative to its Board-approved design. In making an assessment of whether the
deviation is minor, the Board will consider whether the member has substantially implemented
the reform measure such that the objective of the reform measure has been met. The RST review
will only make available the RST disbursement amounts corresponding to the reform measures
that were assessed as implemented or implemented with minor deviation.

●

Modification and establishment of conditionality. In cases where the reform measure is assessed
as not met, and the Board does not assess the deviation as minor, the review would provide an
opportunity to adjust (or replace) the reform measure on a forward-looking basis if needed.
Reviews can also be used to augment an RSF arrangement by increasing access of disbursements
associated with existing reform measures with availability dates in the future or establishing new
reform measures and associated disbursements.

●

Timing of reviews. Since the target dates for reform measures are indicative in nature (see ¶54),
regular reviews under an RSF arrangement are not warranted. Instead, reviews under an RSF

26

When the RSF arrangement accompanies a PCI or PSI, the RSF disbursement availability dates will correspond to
the scheduled review date immediately following the indicative test date.
27

The only exception to linking is envisaged for cases where the RSF arrangement is accompanying a two -year FCL.
There, it is expected that the availability of one RSF disbursement will coincide with the mid-term review under the
FCL arrangement, with “delinked” availability dates for remaining disbursements (see also footnote 29).
28

In this document, ”RSF review” refers to a review under an RSF arrangement.
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arrangement will take place concurrently with reviews under the UCT program, once the
expected date of completion of a reform measure has passed and management (i) recommends
completion of a review based on staff’s assessment that the reform measure was successfully
implemented, or that any deviation was minor or (ii) a modification of reform measure(s) based
on the authorities’ request for the same.29 To ensure that RST disbursements only occur when the
UCT program is on track, delays in completing reviews under the UCT arrangement would also
delay RSF reviews, and therefore delay the attendant disbursements, even when reform measures
are implemented on time (Box 2, Scenario D).
●

Disbursement request. In keeping with the drawing nature of RSF arrangements (¶30), members
would be expected to request disbursement promptly upon completion of an RSF review.
Reflecting the scarce nature of RST resources, the member would have 30 calendar days
following completion of the review by the Executive Board to make a request (but no later than
the end of the arrangement). If a member fails to make a request for disbursement within this
period, the member may only request the disbursement in the 30-day period following the
completion of a subsequent review under the RSF arrangement. This will also help minimize the
risk that RSF disbursements occur when the UCT program is off-track.

59.
Undisbursed amounts, cancellation, and expiration. As with all Fund arrangements, an
RSF arrangement expires when all amounts under the RSF arrangement have been disbursed. An RSF
arrangement may also be cancelled at any time by a member by notifying the Fund. The RSF
arrangement would automatically terminate when the accompanying UCT program expires, is
cancelled, or terminates (Box 2, Scenario E). Undisbursed financing after the expiration of an RSF
arrangement—which may arise because reform measures were not implemented or the UCT
program went off-track, expired or was cancelled—would not be available thereafter. However, the
member may request financing under a successor RSF arrangement—with access up to the overall
cumulative access caps for the RSF (in quota and SDR terms )—and an appropriate successor UCT
arrangement.
Box 2. Phasing and Disbursements Under Various Illustrative Scenarios
1. Phasing scenarios for a simple example
A hypothetical RSF arrangement approved together with an EFF has two reform measures phased for
implementation ahead of the 2 nd and 4 th reviews. If both reform measures are implemented on schedule, exante and ex-post RSF phasings are identical (Scenario A). If, however, implementation of the second reform
measure is only completed ahead of the 5 th review under the EFF, the corresponding review under the RSF
arrangement and the associated disbursement would take place concurrently with the 5 th EFF review
(Scenario B). All reform measures must be implemented ahead of the last completed review under the EFF
for the full amount under the RSF arrangement to be disbursed (Scenario C).

29

For two-year FCL arrangements, it is expected that one review under the RSF shall take place concurrently with the
mid-term FCL review, with standalone reviews for other RSF reform measures.
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Box 2. Phasing and Disbursements Under Various Illustrative Scenarios (continued)
A. EFF/RSF request ex-ante phasing profile
Reform measure 1 (RM1) scheduled

Request

RSF

R1

R0

0 mo.

R2
RSF reviews & disbursements

ECF Program Review

EFF

RM2 scheduled

R1

R2

R3

R4

R5

R6

6

12

18

24

30

36

B. More time required to implement second reform measure (RM2)
RM1 scheduled &
implemented on time

Request

RSF

RM2 scheduled

R1

RM2 implemented with delay

R2

R2

Disbursement of T2 slips to 5th EFF review

EFF

R0

0 mo.

R1

R2

R3

R4

R5

R6

6

12

18

24

30

36

C. Delayed RSF implementation postpones release of all RSF disbursements to last EFF review
RM1 scheduled

Request

RSF

EFF

RM2 scheduled

R1

R0

0 mo.

RM1 and RM2 implemented with
significant delays

R1
R2

R2

R1

R2

R3

R4

R5

R6

6

12

18

24

30

36

D. Delayed 2nd EFF review and combined 4th/5th EFF reviews lead to delayed RSF disbursements
RM1 scheduled &
implemented on time

Request

RSF

RM2 scheduled &
implemented on time

R1

R2
4th ECF Review not completed,
combined with 5th Review

Delayed 2nd EFF Review

EFF

R0

0 mo.

R1

R2

6

12

R2

R3

R4

R4
R5

R6

18

24

30

36

E. RM1 implemented ahead of availability date and, separately, UCT arrangement ends mid-way
Request

RM1 implemented
ahead of schedule

RSF

UCT

RM1 scheduled

R1

R0

0 mo.

R1

R2

6

12

UCT program
cancelled

R3

R4

R5

R6

18

24

30

36

Note: Scenarios assume simultaneous requests for the RSF and the UCT arrangement. RSF requests at the time o f a
scheduled review under the UCT arrangement would not substantively affect the scenarios.
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Box 2. Phasing and Disbursements Under Various Illustrative Scenarios (concluded)
2. Schedules of disbursement for a more complex example
The following example presents disbursement tables for a hypothetical RSF arrangement accompanied by a
three-year ECF, both approved on October 31, 2022. This example is separate from the phasing diagrams
above, as it assumes more reform measures (four in total), with reform measures 2 and 3 expected to be
completed by the time of the second ECF review (since all share the same availability date—April 15, 2024).
A separate table would specify the content of reform measures 1 through 4.
Country: Proposed Schedule of Disbursements and Timing of Reviews Under ECF Arrangement
Amount

Date of
Availability

Conditions necessary for disbursement

SDR
million

Percent of
quota

Board Approval

Executive Board approval of three-year arrangement under ECF

100.0

40

April 15, 2023

Observance of PCs for December 31, 2022, continuous PCs and completion of first review

100.0

40

October 15, 2023

Observance of PCs for June 30, 2023, continuous PCs and completion of second review

100.0

40

April 15, 2024

Observance of PCs for December 31, 2023, continuous PCs and completion of third review

50.0

20

October 15, 2024

Observance of PCs for June 30, 2024, continuous PCs and completion of fourth review

50.0

20

April 15, 2025

Observance of PCs for December 31, 2024, continuous PCs and completion of fifth review

50.0

20

October 15, 2025

Observance of PCs for June 30, 2025, continuous PCs and completion of sixth review

50.0

20

Total

500.0

200

Memo item: Quota

250.0

Country: Proposed Schedule of Disbursements and Timing of Reviews Under RSF Arrangement
Date of
Availability

Conditions necessary for disbursement

October 15, 2023
April 15, 2024

Amount
SDR
million

Percent
of quota

Completion of RSF review of reform measure 1 implementation

50.0

20

Completion of RSF review of reform measure 2 implementation

62.5

25

April 15, 2024

Completion of RSF review of reform measure 3 implementation

62.5

25

October 15, 2024

Completion of RSF review of reform measure 4 implementation

75.0

20

250.0

100

Total

F. Debt and Capacity to Repay Considerations
60.
Additional debt and capacity to repay (CtR) safeguards are proposed for lending under
the RST to account for the nature and terms of the lending, borrower’s debt profiles, and to
mitigate excessive accumulation of de facto senior debt. Medium-term debt sustainability is a
key qualification for accessing the RST (Section III.B). In addition, all Board documents for RST
financing requests and augmentations will need to include analysis and discussion of (i) the
composition of public debt, including the share of de facto senior debt, (ii) debt risk analysis over a
longer time horizon (up to 20 years), and (iii) an extended CtR analysis that covers the RSF
repayment period, taking into account all Fund borrowing by the member. These safeguards are
warranted in part by the RSF’s longer repayment period and because RSF access does not fall under
the PS-HCC Policy. Such additional safeguards are also intended to ensure that RST lending does not
aggravate a borrower’s debt vulnerabilities, notwithstanding the additional exposure to de facto
senior/non-restructurable debt (see discussion of the RST’s envisaged de facto Preferred Creditor
Status, Section IV.B).
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61.
Debt composition. All relevant Board documents will need to discuss the structure of total
public debt and its projected evolution over time. In particular, analysis of external debt structures
should take into account the amount and shares of debt owed to the Fund and other senior
creditors, informed by tables showing two distinct breakdowns of public external debt: (i) de facto
senior or difficult to restructure debt (debt to the IMF; debt to the World Bank and other
international financial institutions; known collateralized debt) and other debt and (ii) multilateral
versus official bilateral versus private debt. 30
62.
Long-term debt risk analysis. The LIC Debt Sustainability Framework (DSF) already requires
a macroeconomic framework for a 20-year projection period, providing debt and debt service
projections for the full repayment horizon of RST financing. 31 The new Sovereign Risk and Debt
Sustainability Framework for Market Access Countries (MAC SRDSF) will provide a 10-year horizon
for debt and GFN projections. Both of these frameworks also have tailored stress tests for natural
disasters to capture risks associated with one-off climate events over the medium term and the MAC
SRDSF has a set of modules to analyze key longer-term risks: climate change, large amortizations,
demographics, and natural resource scale-up or depletion. 32 While these modules are optional for
UCT lending in market access countries, they will be required for program documents with a
concurrent RSF arrangement to inform on key long-term risk to debt, with only the natural resource
scale-up/depletion module as optional. In particular, for the climate change module, countries will be
expected to discuss the impact of climate change on key macro-fiscal variables (such as potential
growth and spending) and, where feasible, draw out long-term implications for the debt, leveraging
relevant analysis from the IMF’s Climate Macroeconomic Assessment Program (CMAP) documents,
World Bank’s Country Climate and Development Reports (CCDR) or other country-specific work.
63.
Capacity to repay. All relevant Board documents will need to present the evolution of the
total IMF (i.e., PRGT+GRA+RST) projected debt and debt service to the Fund relative to key economic
metrics over the course of the RST’s repayment period.
●

These long-term (20 years) projections, based on data provided by country teams, will be
compared with available data from prior Fund lending, supported by a set of standardized charts.

●

In cases where the CtR indicators signal relatively high risks, the program documents
underpinning the RSF request will discuss the severity of the implied risks and explain how the

30

This is similar to requirements for PRGT arrangements with annual access above 100 percent of quota and/or
cumulative access above 300 percent and requests for arrangements from countries at high risk of, or in, debt distress
(Annex VI in Fund Concessional Financial Support for Low-Income Countries—Responding to The Pandemic, 2021).
31

See Guidance Note on the Bank-Fund Debt Sustainability Framework for Low Income Countries . In the LIC DSF,
breaches projected to occur in projection years 11–20 do not normally give rise to a rating downgrade. It is possible,
however, to consider a change in the rating when: (i) such breaches are expected to be large, persistent and thus
resulting in significant differences relative to historical a verages; and (ii) occur with a high probability despite
occurring in the distant future. Such a situation could arise from trends that are not easily amenable to policy
interventions, such as climate change, population aging, known changes in donor financi ng frameworks, or expected
exhaustion of natural resources.
32

These modules are scheduled to be deployed before the expected operationalization of the RST.
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design of the RSF and concurrent UCT program—including access, phasing, and conditionality—
seek to mitigate these risks.
●

The assessment will normally be based on the baseline macroeconomic framework of the RSF
request, but may also need to reflect information on downside scenarios if these are also
included in program documents (e.g., if the concurrent UCT arrangement is treated as
precautionary).

G. Overdue Obligations
64.
The Managing Director will not recommend an RSF arrangement for approval by the
Executive Board if the member has overdue financial obligations to the Fund. This applies to
overdue financial obligations in the General Resources Account, the Special Disbursement Account,
the SDR Department, or to the Fund as Trustee (under the RST or under the PRGT). Similarly, if a
member under an RSF arrangement incurs overdue financial obligations as described above, no
further disbursements may be made under the RSF arrangement until such time as the overdue
financial obligations are settled in full. Moreover, should a member incur overdue financial
obligations to the RST, that member’s access to the GRA and PRGT would also be suspended.
65.
The RST would follow the Fund’s strategy to prevent and remediate overdue financial
obligations.33 This strategy consists of three elements: prevention, intensified collaboration, and
remedial measures. As in the GRA and PRGT, in the RST, preventative measures provide a critical first
line of defense to avoid the emergence of new arrears and would employ the Fund’s engagement
with the member, including through surveillance, policy advice and safeguards, and technical
assistance with the aim to proactively safeguard Fund resources. For members that cooperate with
the Fund in resolving their arrears the strategy provides for intensified collaboration to assist the
member in establishing a track record of policy and payments performance, mobilizing resources
from other creditors and donors, and normalizing relations with the Fund. Once arrears have arisen,
the strategy provides for the application of remedial measures of increasing intensity in order to
encourage members to cooperate with the Fund in seeking a solution to their arrears.
66.
The proposed cooperative strategy for resolving arrears under the RST would set
remedial measures in cases of overdue financial obligations, broadly similar to those for the
PRGT. 34 The remedial measures would apply to member countries with overdue obligations
(repayments of principal and interest) that do not actively cooperate with the Fund to resolve their
arrears problems. An escalating timetable would guide the Executive Board in considering remedial
measures of increasing intensity, although the application of each measure would take into account
the specific circumstances of the member. 35 Whenever a member would fail to settle a financial
33

See Procedures for Dealing with IMF members with Overdue Financial Obligations to the Fund .

34

See Appendix II of the PRGT Instrument.

35

For example, in some cases, civil conflicts, the absence of a functioning government, or international sanctions have
prevented the Fund from reaching a judgment regarding the member’s cooperation, and the application of remedial
measures has been postponed until such a judgment can be reached.
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obligation to the RST on time, communication urging prompt payment would be sent to the
member and the Executive Director concerned, and the member’s access to the GRA, PRGT, and RST
will have been suspended. In all cases, overdue obligations (i.e., repayments of principal or payment
of interest) to the RST would accrue interest at an interest rate equal to the applicable interest rate
under the tier structure to compensate the Trust for the opportunity cost of arrears , subject to a
minimum interest rate charge of the SDRi.36 In addition, in cases of protracted overdue obligations,
remedial measures would also include the Executive Board’s consideration of removing the member
from the list of RST eligible countries (6 months after emergence of arrears) and declaration of
noncooperation with the Trust (12 months after emergence of arrears). Upon a declaration of
noncooperation, the Fund could decide to suspend the provision of technical assistance.
Nonetheless, as for the PRGT, these remedial measures would not extend as far as those for the GRA
given that overdue obligations in the GRA are breaches under the Articles of Agreement whereas
overdue obligations in respect of Trust loans are not.
67.
The RST’s framework for overdue financial obligations would allow for and encourage
the prioritization of GRA repurchases and PRGT repayments. The IMF’s lending under the GRA
and PRGT has a unique “lender-of-last resort” function that is essential for the stable functioning of
the international monetary system. Consistent with this role, and while recognizing borrowers’
freedom to attribute any payment to specific obligations, members would be encouraged to
prioritize payments (arrears clearance or as appropriate periodic partial/“token” payments) to the
GRA and PRGT in cases where a borrower has (or risks having) such overdue financial obligations.
This approach, which would be built into the design of the RST, would be in line with the role that
GRA and PRGT lending play in the Global Financial Safety Net and would help avoid any weakening
in the Fund’s ability to perform its broader responsibilities in the International Monetary System.

H. Post-Financing Assessment and Ongoing Monitoring
68.
Following the end of an RSF arrangement, monitoring could take place under the
current Post-Financing Assessment policy. It is proposed that outstanding credit to the RST would
count towards the quota threshold established under the Post Financing Assessment (PFA) policy,
where PFA is expected for members that are not in a Fund arrangement and where combined
GRA/PRGT/RST credit outstanding exceeds 200 percent of quota. In these cases, the evolution and
impacts of reform measures and monitoring the member’s capacity to make repayments to the RST
would be covered as part of the PFA. Although in practice PFA is primarily triggered by credit levels
relative to quota, the PFA policy also provides for absolute trigger of SDR 1.5 billion and SDR 0.38
billion for credit outstanding to the GRA and PRGT, respectively, which were calibrated relative to the
loss-absorption capacity of the GRA and PRGT. Based on experience and the evolution of the RST's
Reserve Account, the calibration of an absolute level of outstanding RST credit as a trigger for PFA
could be considered at the time of the first review of the RST policy. In the interim, the initial trigger
for PFA in absolute terms is proposed to be set at the same level as the PRGT (i.e., SDR 0.38 billion).
36

The PRGT instrument (Section II, paragraph 4(c)) imposes interest on overdue obligations (both overdue repayment
of principal and overdue interest payment to the PRGT) equal to the SDRi . This interest will accrue immediately and
for the entire period during which obligations are overdue.
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In addition, the PFA policy provides the Managing Director with the discretion to recommend the
institution of PFA if there are developments that suggest the need for closer monitoring of the
member's capacity to repay, and particularly, where developments call into question the member's
progress toward external viability. 37 In the case of the RST, ongoing monitoring in the context of
Fund surveillance would provide the opportunity to recommend PFA as needed over the longer
period for which this credit remains outstanding.
69.
Further monitoring will be covered as part of surveillance and lending. Following the
end of an RSF arrangement, Article IV consultations will be the main vehicle to cover issues related to
longer-term structural challenges addressed by the RST and follow up on the implementation of past
IMF policy advice as long as they remain macro-critical. If residual BoP needs persist or a new BoP
gap emerges, any follow-up UCT program would be expected to account for RSF repayments in debt
sustainability and capacity to repay considerations.

I. Misreporting Framework and Other Lending Policies
70.
Misreporting framework. A framework to address misreporting under the RST is proposed
to be established. In particular, misreporting under the RST would occur either :
(i)

when the member has received a non-complying disbursement as a result of inaccurate
information being provided to the Fund on the implementation of a reform measure which
leads to an incorrect assessment that (a) such measure has been fully implemented when it
has in fact not been fully implemented or (b) that the deviation in implementation of the
reform measure was minor when in fact it was not; or

(ii)

there has been an Executive Board finding of misreporting under the accompanying UCT
program, which was not assessed as “de minimis” or waived by the Executive Board. As the
UCT program provides the short-term policy anchor and safeguards for disbursements under
the RSF arrangement, a noncomplying disbursement under the accompanying UCT program,
other than a “de minimis” misreporting or a misreporting that was waived, would also taint
disbursements made at the same time under the RSF arrangement as noncompliant.

In cases of misreporting under (i) above, members are expected to make an early repayment of the
non-complying disbursement(s), unless the Executive Board makes a determination that, based on
the fact that the deviation in policy implementation is minor, the objectives of the reform measure
have been achieved, notwithstanding the misreporting. With respect to cases of misreporting under
(ii) above, the misreporting framework applicable to the UCT program would apply with no separate
or additional steps required under the RST misreporting framework. Members would be expected to
make an early repayment of the non-complying disbursement(s) under the RSF arrangement unless,
pursuant to the misreporting framework applicable to the UCT program, the misreporting under the
UCT program is de minimis or a waiver of non-observance is granted by the Executive Board. With

37

Guidance Note on Post Program Monitoring , ¶27.
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the above exceptions, the misreporting framework of the RST is proposed to be procedurally
analogous to that of the PRGT.
71.
Other Fund policies. Given the close operational link between RSFs and UCT programs, key
Fund policies applicable to UCT programs (e.g., lapse of time (LOT) procedures, side letter policy) will
be applicable to RSF arrangements mutatis mutandis. Under the LOT procedures, a review under an
RSF arrangement would be eligible for completion on a LOT basis where the review under the
underlying UCT-quality arrangement or instrument meet the criteria for LOT completion of program
reviews and the relevant reform measures have been met. In countries where governance issues are
assessed to be critical to the resolution of the member’s BoP problem, these would be expected to
be addressed under the UCT program in line with the 2018 Governance Policy. Staff would expect
this aspect to be taken up based on experience at the proposed review of the RST. Other lending
policies would be expected to guide RST policies as they apply to the accompanying UCT program as
well. Any standalone RSF arrangement documents would be considered country papers within the
scope of the Transparency Policy, with the same publication regime as applicable to documents on
use of Fund resources. Similarly, any standalone RSF arrangement documents would be considered
as documents discussing a member’s use of the Fund’s resources under the Open Archives Policy.

SECTION IV. GOVERNANCE AND MULTILATERAL
CONSIDERATIONS
A. Governance
72.
Similar to the PRGT, the Fund would act as Trustee of the RST, and the Executive
Board would have the authority to take decisions on issues pertaining to the RST as well as to
approve individual RSF arrangements. This includes decisions related to eligibility, qualification,
access, adjustments to certain financial parameters of the Trust (such as the interest rates), and the
assessment of RSF conditionality. Decisions regarding the RST establishment, amendments and
implementing decisions would be taken by a majority of the votes cast, as is the case with most
decisions in the PRGT. The Executive Board would also have the power to terminate the RST.
73.
Creditor consent would be required for changes to fundamental terms of the RST that
affect creditor interests, including the purposes clause, lending facilities, and key financial
terms and structure. As discussed in greater detail in the supplement to this paper, the RST
Instrument specifies the provisions that could only be amended with creditor consent (“protected
provisions”). These protections would assure contributors that no fundamental change would be
made to the clause governing use of RST resources or in the key financial parameters for creditors
without their consent or an opportunity to suspend their financial support for future trust operations
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in the absence of consent.38 If a Loan Account contributor does not consent to an amendment,
further drawings under its borrowing agreement to fund Trust loans would be suspended. The
contributor may further request the partial return of its Deposit Account and Reserve Account
contributions, in an amount proportional to the remaining uncommitted portion of its commitments
under its Loan Account borrowing agreement. The borrowing agreement, though, would remain
open for encashment calls related to claims outstanding or committed prior to the effectiveness of
the amendment, and outstanding claims under such borrowing agreement would re main
outstanding and subject to repayment in accordance with the repayment schedule of the RST loans
funded with drawings under the borrowing agreement. Where the consent of a stand-alone
contributor to an amendment of the Reserve Account or the Deposit Account is required, the nonconsenting contributor under such stand-alone contributions may request the repayment of its
principal contribution, net of any losses or retained investment earnings.
74.
In terms of the consent process for protected provisions, staff proposes that the
consent of a creditor would be assumed if the contributor was given adequate notice and
appropriate time to respond to a request for consent and no response is received. Specifically,
the RST Instrument would authorize the Board to set a first deadline for explicit consent. This would
be followed by a second deadline to those contributors that did not respond within the first
deadline. The second formal notifications would indicate that if no response is received from the
contributor on the proposed amendment, the contributor would be presumed to have consented to
the amendment. It is proposed that after the amendment has become effective, any contributor that
did not respond within the second deadline would have six months to notify the Fund of its
objection to the amendment. If such notification is received, the contributor would have the same
rights regarding suspension of future drawings and partial return of its share in the deposit and
reserve accounts discussed in paragraph 73 above. The underlying rationale for this proposed
consent process is that the purpose of the protected provisions is to give contributors enough time
to consider whether they support an amendment and to take actions to protect their contributions if
necessary, but not to provide them with a veto (including, e.g., through non-response). The proposal
aims at balancing two competing interests, namely the need of giving contributors adequate time to
consider an amendment and the ability to move forward with an a mendment if a contributor does
not respond. Staff is proposing a similar approach for the PRGT (¶96).
75.
Staff propose that the RST would be reviewed three years after it becomes operational ,
or sooner if warranted. 39 This review could take stock of the experience with the RST, and consider
if any modifications may be needed, including in respect to qualifying longer-term challenges,
38

As discussed in paragraph 6 of the Supplement to the paper, adding new long-term structural challenges for RST
lending does not constitute an amendment of the RST; rather the Board would exercise an authority under the RST
Instrument (Section I, Paragraph 1(b) but such decision would require the consent of 70 percent of total commitments
under borrowing agreements in effect at that time. Changing Section I, Paragraph 1(b), for example to lower the
contributor consent threshold, would be an amendment of the RST Instrument that would require consent of all
contributors.
39

As discussed more fully below, it is proposed that the Executive Board would be able to consider requests for RSF
arrangements once the Managing Director provides notification that the RST is operational, i.e., that sufficient RST
Loan Account resources and robust financial systems and processes are in place to start RSF lending operations.
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eligibility, margin and service charge structure, country groupings, and reserve coverage. The Board
could also assess at that time whether RST financing should extend beyond the current drawdown
period (November 30, 2030) or be sunset at a future date, in line with the goal of the SDR channeling
to support more resilient and sustainable growth following the pandemic. The review would also
decide the frequency at which RST policy reviews would be conducted going forward with the
expectation that such reviews would generally cover the policy areas included in the first review. As
set out above, depending on developments in the SDRi or unexpected events that have a bearing on
the financial sustainability of the RST, an earlier review of the RST interest rate structure may be
necessary. Such reviews would always also trigger a review of the country groupings.

B. Coordination with the World Bank
76.
RST lending operations would greatly benefit from close coordination with the World
Bank and other relevant agencies, including regional MDBs. IMF and World Bank staff have
worked closely to develop broad principles for coordination on RST operations (see Annex III). At this
stage, the Fund staff note concentrates on climate-related issues; they would need to be customized
for other long-term challenges under the RSF to the specific features of those purposes. In line with
the 1989 IMF-World Bank Concordat (SM/89/54, Rev. 1), coordination will be guided by principles
that reflect each institutions’ respective mandate and expertise.
77.
The five key areas for coordination are (i) diagnostics; (ii) policy priorities; (iii)
conditionality; (iv) implementation supervision; and (v) program documentation (i.e., a vehicle to
document the coordinated approach for RST lending).
●

RSF reform measures would be informed by country diagnostics developed in both institutions
relevant to the RST’s purposes, as well as—where applicable—national authorities’ strategies. For
example, on climate change, the Bank’s Country Climate and Development Reports (CCDR), if
available, will be a critical input, complemented by other products such as the Fund’s Climate
Change Policy Assessments (CCPAs) and its potential successor instrument, Climate
Macroeconomic Assessments Programs (CMAPs), Climate Public Investment Management
Assessment (C-PIMA), and Disaster Resilience Strategies (DRS). This would strengthen policy
consistency and complementarity on policy recommendations, while leveraging the comparative
expertise of both institutions for the best policy advice to the country. If neither a CCDR nor a
CMAP are available, RSF policy design would be based on other available information and
discussions with other IFIs/regional MDBs and the authorities.

●

Based on the diagnostics, Fund staff will identify policies that the member country would need to
prioritize under the RST, in coordination with the WB. The idea is to promote complementarity
with any active or planned WB development policy operation or climate program, while
delineating areas of responsibility according to each institution’s mandate and ro le.

●

The IMF’s Executive Board will establish RSF conditionality and assess whether an RSF condition
is met or not (consistent with the policy on not having cross-conditionality), drawing to the
fullest extent deemed useful on the advice of WB staff in areas of the WB expertise. RST
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conditionality would be designed taking into account the principles underpinning the
conditionality guidelines, including capacity to implement.
●

It is envisaged that Bank staff would provide an assessment letter on the authorities’ climate
policies for information at the time of an RSF approval and for reviews where implementation of
RSF reform measures is assessed. In addition, the staff report and MEFP will also document the
coordination with the Bank, including a brief description of the Bank’s engagement in the sector
and/or any Bank technical assistance related to RST-supported reforms. The staff report would
also acknowledge Bank staff’s inputs into the RST in the cover note.

●

Broad expectations on modalities for engagement for both Fund and WB staff have also been
agreed, with appropriate caveats for confidentiality of discussions with the authorities and
information sharing.

78.
A coordination framework will also be developed for pandemic preparedness by the
start of RST operations. Based on a similar blueprint developed for coordination with the World
Bank on climate change, staff are engaging with relevant stakeholders, including the World Bank and
the World Health Organization, to develop broad principles for coordination with other institutions
on RST lending for pandemic preparedness.

C. Preferred Creditor Status
79.
The proposed lending framework presumes de facto PCS of RST loans, as is the case for
Fund lending under the GRA and PRGT. The Fund’s de facto PCS is accepted by Fund members
and the international creditor community (official and private)—by practice, not law—recognizing
the public good nature of IMF financing, including the benefits to both the country and its creditors
from Fund financial support under a Fund-supported program. Under this practice, creditors have
excluded the Fund’s claims from sovereign debt restructuring by exercising voluntary forbearance in
enforcing their claims.
80.
To clarify intentions regarding the de facto PCS status for RST claims, the IMFC could
call on all Fund members to recognize such status for RST claims, as it did for the Fund’s PCS
in 1988. Major official bilateral creditors could recognize the de facto PCS of RST claims via the Paris
Club or the G20, such as in creditor committees under the Common Framework of the G20 or Paris
Club.
81.
De facto PCS for the RST claims would be accompanied by additional safeguards.
Appropriate access policies, and the debt sustainability and CtR safeguards discussed above would
help minimize the risk that RST obligations could aggravate a member’s debt vulnerabilities as a
result of the added exposure to de facto senior debt. In addition, to protect the unique lender-of-last
resort function of the GRA and PRGT financing, the RST’s policy would encourage prioritizing
payments to the GRA and PRGT over RST obligations when a borrower has overdue obligations to
the Fund (see Section III.H) with no implication for the de facto PCS of the RST claims.
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SECTION V. FINANCIAL ARCHITECTURE
A. General Framework
82.
The RST is proposed to be a loan-based trust administered by the IMF, with a
governance and financial structure broadly similar to that of the PRGT. The roles of the
Executive Board, management, and staff for RST lending and other decisions regarding the R ST
would be broadly the same as for PRGT and GRA lending. Similar to PRGT, RST resources would be
mobilized based on voluntary contributions from members, including those wishing to channel SDRs
for the benefit of LIC and more vulnerable middle-income members. The RST would in turn on-lend
these resources to eligible borrowers. It is expected that the bulk of the contributions to the RST
would be made in SDRs, although the provision of RST resources in freely usable currencies would
also be possible. Contributions to the Reserve Account (RA) and Deposit Account (DA) could also be
made in other currencies. All claims of contributors on the RST would be denominated in SDRs.
83.
Establishing a large loan-based trust, and making it operational in a relatively short
period of time poses challenges for the financial design of the RST relative to the PRGT, which
had a funded Reserve Account from its establishment and has expanded incrementally since
1987. From the outset, the RST would require sufficient loan resources to meet potential demand
from borrowers, as well as adequate financial buffers to help manage credit and liquidity risks. While
lending and investment income can help build reserves over time, there is a need for adequate
upfront funding—this presents a major challenge since members’ budgets are constrained by the
impact of the pandemic and parallel fundraising campaigns for other initiatives (e.g., PRGT, CCRT,
IDA). This is the main difference over the PRGT which from its establishment had a reserve account
funded with Special Disbursement Account (SDA) resources derived from gold sales profits.
84.
The proposed financial architecture is designed to ensure the safety and liquidity of
contributors’ claims on the Trust while minimizing the need for budgetary contributions. This
is done through a combination of: (i) strong policy safeguards, including the link of RST lending to a
UCT-quality program; (ii) a supportive multilateral context, including the expected de facto PCS for
the RST; (iii) an adequate reserve buffer that is expected to grow over time through lending and
investment income, with significantly higher reserves by the time RST loan repayments come due; (iv)
a funding mechanism that combines modest upfront reserve account contributions with a much
larger pool of loan resources and long-term deposits by contributors that create claims on the RST
and retain their reserve asset character (through early repayment in case of balance of payments or
reserve position need (“encashability”) and high asset quality); (v) a split of each contributor’s claims
on the RST into resources for lending operations (drawn over time based on demand) and an upfront
long-term contributions to bolster reserves (contributing to investment income and risk mitigation).
85.
To operationalize these design features, the RST is proposed to have three financial
pillars: a Loan Account, a Reserve Account, and a Deposit Account (see Figure 1 below and
Annex IV for details).
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Figure 1. RST Financial Framework
Beneficiary

RST

SDRs*

IMF as Trustee

Loan Account (LA)
Committed loan amount
(incl. 20% encashment buffer)
Records loan commitments

Purpose

Lends and repays on a passthrough basis

Deposit Account (DA)
Deposit = minimum 20% of
loan committed

SDRs*

Contributor

Reserve Account (RA)
Contribution = minimum
2% of loan committed

Endows the RST with
additional gross reserves

Main buffer to manage credit
and liquidity risk

Generates investment income
to build net reserves

Covers administrative costs

Backstop to RA to minimize
residual risk through orderly
pooling across contributors

Generates investment income
to build net reserves

SDRi

Flows and
Reserves

Margin and service charges

Excess investment income

Total investment income

Net Reserves = RA + DA
balances, net of claims on DA
Reserve Asset Status/Encashability of Claims on LA/DA

Contributor Claims,
Credit Protections

RA Claim

Policy safeguards, PCS, and credit risk management

Investment in high-quality, liquid assets

* Contributors and beneficiaries can provide/receive both SDRs and currency, facilitated through the VTA market when needed

●

Loan Account (LA). The LA is the RST’s conduit for lending operations, funded by voluntary loan
commitments from contributors. As in the PRGT, RST loans would be made on a pass -through
basis: the Trust extends loans to borrowers (in response to demand) by drawing on available LA
resources committed by contributors (i.e., loan or note purchase agreements). Borrowing
Agreements with contributors would be subject to uniform key substantive terms . In particular,
all LA contributors are remunerated at interest rates up to the SDRi. Borrowers of RST loans will
pay the SDRi plus a modest margin to cover administrative expenses and reserve build up, as
well as a service charge in some cases (see ¶43). Repayments to LA contributors are on the same
maturity schedule as the amortization of borrowers’ RST credit outstanding. LA contributors’
commitments will include an encashment buffer available for drawings in the event that another
contributor requests early repayment of its LA claims by representing that its balance of
payments or reserve position justify it (see Section V.B below).

●

Reserve Account (RA). The RA is the RST’s principal financial buffer to manage credit and
liquidity risk, and also to cover administrative costs. It is funded through upfront contributions by
contributors in proportion to their respective LA commitments. To limit the budgetary impact of
the upfront RA principal contributions by LA contributors, the proposed structure starts off with a
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relatively modest RA balance that grows over time from lending margins, service charges, and
investment income, net of administrative costs. The RA principal contributions are not
remunerated but entitle each contributor to a share of the Trust’s net assets at the termination of
the Trust. RST lending income from the margin is transferred to the RA quarterly, and any service
charges by RST borrowers go directly into the RA. RA resources can be used to cover the
administrative expenses of the Trust, and the margin and service charge income are expected to
fully cover these costs. RA resources are distributed to contributors based on their share in the
account at the time of the liquidation of the RA. An early partial distribution of RA resources may
also take place based on an assessment of the adequacy of net reserves. Pending use, RA
resources are invested in liquid, high-quality instruments in accordance with guidelines
established by the Executive Board (see Section V.C below).
●

Deposit Account (DA). The DA, which adds to the RST’s gross reserves, would be funded
upfront by long-term deposits from LA contributors in proportion to their LA commitments,
remunerated at interest rates up to the SDRi. The purpose of the DA is to generate additional net
investment income for the Trust that would contribute to building the RST’s net reserves, thereby
minimizing any residual risks to contributors’ claims on the RST. Resources will be invested in
liquid, high-quality assets, in accordance with investment guidelines adopted by the Executive
Board (see Section V.C below), that would permit liquidation at short notice to allow for payment
of a possible encashment in the event of a BoP/reserve need by a contributor.

86.
Contributors’ claims on the LA and DA of the RST will have all the characteristics of
reserve assets, supported by a multilayered risk management framework and the possibility to
encash such claims in case of balance of payments or reserve position need. The quality and
liquidity of claims on the RST is backed by:
●

Policy safeguards. RST lending would be approved alongside an arrangement supporting a UCT
program allowing the RSF arrangement to leverage the UCT program’s financing, safeguards and
monitoring framework (e.g., program design, debt sustainability analysis, capacity to repay
assessment, PFA, arrears policy). In addition, RST financing would have its own conditionality and
additional policy requirements, such as an overall access cap, phasing rules, debt sustainability
and CtR requirements, and charges and repayment structures (see Section III).

●

Multilateral context and de facto PCS. As with the PRGT, the RST would benefit from a
supportive multilateral context. For instance, risk pooling and mitigation would be facilitated by
broad member participation on the lending and borrowing side. The purpose and public good
nature of the RST would motivate contributions to the Trust, and RSF-supported policies would
possibly catalyze broader donor support on terms that moderate borrowers’ credit risk and
promote sustained implementation of sound polices. Collaboration on the prevention and
clearing of arrears and the agreement on remedial measures for overdue obligations would
provide credit risk protection for the RST and, in turn, its contributors. Consensus by members
that RST claims would have de facto PCS through an IMFC communique as discussed above will
be an important factor in facilitating a wide pool of contributors to the RST.
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●

Financial buffers. The proposed financial architecture is designed to provide strong buffers to
safeguard against financial risk and to ensure the high quality and liquidity of contributors’
claims on the RST (i.e., LA and DA) from its establishment to underpin its readines s to meet
potential demand.

87.
The proposed financial structure envisages adequate financial buffers up-front, with
significantly higher reserve levels expected by the time RST loan repayments begin. Gross
reserves are initially funded through upfront contributions to the RA and long-term deposits
(principal claims) in the DA. Net reserves, defined as gross reserves net of contributors’ claims on the
DA, are initially modest but are expected to grow steadily funded by lending margins and service
charges income, excess investment income in the DA (net of SDRi paid to contributors), and
investment income of the RA, net of administrative costs (see Section VI). The adequacy of reserves
would be reviewed periodically together with the interest and charges’ structure, with a view to
ensuring an adequate, but not excessive, degree of reserve coverage.
88.
Each LA contributor would sign a Contribution Package with three parts—the loan
account contribution (borrowing agreement); an RA contribution; and a DA contribution. 40 41
Contributions to the RA and DA would be 2 percent and 20 percent, respectively, of a contributor’s
commitment to the LA at a minimum. The DA contributions would have a uniform pre-specified
maturity date, i.e., 20 years after the end of the agreed loan drawdown period when all LA claims are
scheduled to have been repaid, irrespective of when final repayments under individual borrowing
agreements take place. At the time of maturity of the DA, the principal value of a DA contribution is
returned to the respective contributor. Any excess investment returns attributed to the DA
contribution would be transferred to the RA and counted as a contribution of the contributor to that
account. The RA contribution and DA net investment income would remain in the RST pending
distribution to contributors. At liquidation of the RST, following repayment of all LA claims under
borrowing agreements, and the repayment of the DA principal contributions and the associated
transfer of excess investment income to the RA, each contributor would receive its calculated share in
the total assets of the RA. Annex IV sets out in greater detail the principles and methodologies for
DA and RA distributions. In the event of successive RST mobilization rounds, any additional RA and
DA contributions would need to be determined at the time such extension of the RST is decided,
taking into account the reserve adequacy of the Trust. As with the PRGT, staff would expect that
contributions would be received from members or their institutions (packages or ad hoc
contributions), and the framework is designed this way (in particular regarding use of SDR or
encashment rights). If interest for contributions were received from other parties, the Managing
Director would assess whether such requests could be accommodated under the RST framework (for
40

Standardized/uniform financing terms and conditions, as well as contributors’ rights and obligations, are defined in
the RST Instrument approved by the Executive Board , and the Managing Director of the Trust would sign contribution
agreements.
41

It would be a matter of form whether the contributions to the LA, DA, and RA would be included in a single
contribution agreement or done under separate agreements for each account, depending on contributor preferences.
(for example, the central bank contributing to the LA and DA, and the Ministry of Finance contributing to the RA). In
substance, all agreements would include the same uniform key financial terms.
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example by excluding SDR transactions if the contributor is not a prescribed holder or limiting
encashment rights), but would submit any such request for Executive Board consideration.
89.
The Trust may also receive “standalone” contributions to the RA and/or the DA
unrelated to LA contributions. Such contributions could come from contributors that are not able
to make LA contributions but would want to contribute to the RA and/or the DA. Such standalone
contributions to either or both accounts would be in the interest of the Trust, as they would bolster
reserves at the outset and raise Trust income from investments. In contrast, standalone contributions
to the LA (without RA and DA contributions) would increase the risk exposure of reserves and
deposits from other contributors. Standalone contributions to the RA and DA would have a fixed
maturity, guided by an investment duration consistent with reliably strengthening RST reserve
accumulation. Staff considers that such contributions should normally have a maturity of 10 years.
Standalone RA and DA contributions bear the same risks within the RST as RA/DA contributions from
a Contribution Package.

B. Reserve Asset Character of Contributor Claims on the Loan and Deposit
Accounts
90.
Many potential contributors prefer (or require) that their claims on the Loan and
Deposit Account of the RST qualify as international reserves. 42 A key requirement for a reserve
asset is that it must be readily available for use in case of a BoP or reserve need (i.e., be liquid) and
be of generally high quality (i.e., with low credit risk). Preserving the reserve asset nature of lenders’
claims thus entails ensuring both the quality and liquidity of the underlying assets of the Trust, i.e.,
the quality of RST loans and investments. Under the proposed architecture, LA and DA claims would
have all the necessary characteristics of reserves assets, while RA contributions would not.
91.
LA claims. Contributors could count outstanding loan claims on the LA as international
reserves, in view of the quality and liquidity of the underlying assets under the proposed credit risk
management framework and encashment regime.
●

Asset quality of outstanding loan claims on the LA would be ensured by a multilayered credit
risk management framework involving three pillars: (i) policy safeguards (including requiring an
accompanying UCT-program, conditionality, and RST access policies) to ensure that borrowers
have the capacity to service their debt; (ii) financial buffers in the RA and DA, as described above,
to protect contributors’ claims on the LA against potential arrears or credit losses; and (iii) a
supportive multilateral context (e.g., a cooperative arrears framework, a diversified borrower
base, and envisaged de facto PCS).

●

Liquidity of contributors’ claims on the LA related to outstanding RST loans would be ensured
by an encashment regime stipulated in the RST instrument and incorporated into the loan

42

The financial architecture of the RST aims to reflect key features of the PRGT, including the reserve asset status of
contributors’ claims in the loan and deposit and investment accounts. The PRGT has not experienced any incidents
that have undermined the reserve asset status of contributions.
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agreements (all LA contributors would have to allow for encashment drawings), where
contributors commit to provide access to their borrowing agreements for drawings in the event
another contributor experiences a BoP need and requests early repayment its loan claim.
Staff would seek to manage the level of undrawn commitments under borrowing agreements in
a manner that preserves a buffer for possible encashment requests, parallel to the practice in the
PRGT. A lender encashing its RST loan resources would commit to again finance calls for
drawings under its loan agreement once it no longer has a BoP need. The encashment
regime would require a sufficiently large pool of economically strong lenders.
92.
DA claims. Lenders could count their claims on the DA as international reserve assets, on the
basis of the proposed investment strategy and credit risk management framework.
●

Asset quality would rely on an appropriate investment strategy, with financial assets held in the
DA invested in high-quality investment grade fixed-income instruments with limited risks to the
principal value and in line with general practices for investing reserves. In general, the goal of
generating investment returns above the SDRi will entail a certain degree of investment risk,
especially over the short-term. While the strategy would aim to limit the probability and extent of
investment losses over the medium-term, short-term transient losses stemming from mark-tomarket volatility could arise but can be tolerated as the strategy would be expected to remain
resilient over time and also because a risk exposure of this natur e is commonly accepted for
reserve assets. In addition, the RST’s comprehensive policy safeguards, an adequately
funded RA (which would increase over time based on lending margins and investment returns),
and a supportive multilateral context, including de facto PCS of RST loans, would mitigate the
risks to the value of claims on the DA. The value of contributors’ claims on the DA (i.e., deposit
principal and attributed cumulative investment earnings net of SDRi remuneration) would be
assessed and reported at regular intervals. 43 44

●

Liquidity of contributors’ claims on the DA would be ensured by investing DA deposit resources
in high quality instruments, with sufficient liquidity of the asset pool to allow for encashment of
individual contributors’ claims when they experience a BoP/reserve need. A contributor
encashing their claim on the DA would commit to reconstituting its deposit once it no longer has
a BoP need.

C. Investment Strategy
93.
The investment strategy for the RST should support the purposes of the i nvestment
assets. Assets in both the DA and RA have a dual role of generating income for RST operations and
providing security for RST loans. Maintaining high-quality investments and sufficient liquidity to
43

Provisions will be recorded in the loan accounts and transfers would be made from the RA or DA in tail risk events.

44

The principal value of contributors’ DA claims over the medium to long term would be expected to remain
unchanged, barring unforeseen extreme tail risk scenarios materializing or short-term investment losses, in particular
during the early period of operation. Any financial losses in extreme tail risk scenarios from overdue obligations
(including provisions) that cannot be absorbed by i) the available RA balances and ii) accumulated excess DA
investment returns retained in the DA, would be temporarily charged against the DA principal .
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meet potential withdrawal requirements would be important to support these purposes, including in
counting DA claims as international reserves. Minimizing the risk of investment losses over a
medium-term horizon would also be prudent in the event of unexpected needs (e.g., encashment or
credit losses). To this end, the main component of RST investment assets should be invested in a
short duration fixed-income (SDFI) strategy. In addition, a liquidity component which is expected to
be relatively small, would be set aside in deposits to cover short-term operational cash requirements.
45
The proposed investment strategy described below is envisaged for Executive Board approval
following the establishment of the RST. Similar to the PRGT, the RST Instrument would authorize the
Executive Board to adopt guidelines for investment of RST assets in line with the proposed
investment strategy described below.
94.
An investment strategy similar to the one for the IMF’s own reserves in the FixedIncome Subaccount (FI) is envisaged for the SDFI component of RST investment assets. 46 This
strategy has recently been adopted for a portion of the PRGT portfolio and is well suited to meet the
purposes described above. The strategy balances income generation with maintaining reserve assetlike properties and is in line with general practices for investing reserves at peer institutions (e.g.,
central banks and multilateral development banks). The objective of the investment strategy for the
SDFI component is to produce returns in excess of the three-month SDR interest rate (SDRi) by an
average of around 50 basis points, while minimizing the frequency and extent of negative returns
and underperformance over an investment horizon of three to four years. Eligible investments
include a range of high-quality investment grade fixed-income instruments such as government and
government agency obligations as well as credit instruments such as corporate bonds and asset
backed securities. Under this strategy, the majority of the FI portfolio has been actively managed in
short duration diversified fixed-income instruments in which external asset managers can adjust risk
exposure to duration and credit assets according to market conditions. Staff envisages that RST
investments in the SDFI component would be similarly managed. The strategy for investing its
reserves in the FI has served the IMF well. It has a proven track record for generating consistent and
meaningful returns in excess of the SDRi. The resilience of the strategy has been supported by the
diversification of risk premia.
95.
The proposed investment strategy for the SDFI component is well positioned to
achieve a moderate margin above the SDRi over a three-to-four-year investment horizon. As
with other investments of reserve assets, there will be fluctuations in the market value of the
portfolio. The proposed strategy is appropriately conservative to limit excessive volatility and provide
sufficient liquidity to meet withdrawal needs. The proposed strategy also has a relatively high
probability of achieving a positive margin above the SDRi over a three-to-four-year horizon with an
average expected margin of around 50 basis points over time. While the strategy has a relatively high
probability of achieving a positive margin above the SDRi over shorter periods, this probability would
be reduced under certain stress scenarios, for example, if interest rates rise faster than currently

45

Overnight cash balances are expected to be invested in short-term instruments sponsored by the Fund’s
custodian(s) or an affiliate.
46

See Review of the Investment Account and Trust Assets Investment Strategy (SM/21/206, 12/10/2021).
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anticipated.47 However, under such a scenario, higher yield levels and an upward sloping curve would
benefit returns over time allowing mark-to-market losses to be recovered.
96.
Pooling of RST investment assets (RA and DA in one pool) with those of other trusts, in
particular the PRGT, would facilitate timely implementation of the investment strategy and
limit investment costs. Pooling of investment assets of accounts within a trust is already current
practice. In addition, pooling of RST investment assets with the PRGT would allow the RST to benefit
from the existing investment arrangements in place for the PRGT—limiting setup time and costs.
Pooling of trust assets for investment purposes is a common practice followed by several multilateral
development banks. 48 If pooling was not possible, setting up separate investment arrangements for
the RST could significantly delay implementation of the investment strategy. Pooled investments
would also incur significantly lower investment costs over time than for separately managed
accounts due to economies of scale. Pooling of assets would not be expected to have any material
implications for PRGT contributors or PRGT investment operations. Under the current record keeping
arrangements, detailed attribution is made of the share of each account in the investments, and this
could be expanded for pooled investment across trusts. 49
97.
To enable pooling of RST assets with PRGT assets, an amendment to the PRGT
Instrument is proposed, requiring the consent of subsidy account contributors. With respect to
the PRGT, the provision on separation of trust assets under current PRGT Trust Instrument precludes
pooling of investments across trusts. PRGT Instrument, Section VII, Paragraph 2 is among the socalled protected provisions of the PRGT Instrument. Protected provision can be amended but require
the consent of affected contributors. 50 Amending the PRGT to allow for the pooling of PRGT assets
with other trusts for investment affects all current contributors to the subsidy accounts of the Fund
whose contributions would be invested together with RST resources and possibly those of other
trusts under such pooling arrangements. There is a total of 154 current PRGT subsidy account
contributors whose consent would be required to make the proposed amendment effective.
98.
Staff propose to seek consent from contributors to the PRGT subsidy accounts for the
proposed amendment under a process that would allow for lapse of time consent for
47

The current low level of bond yields offers limited protection for fixed -income returns if rates rise sharply, which
could lead to a decline in the market value of bonds in the short term. Staff’s analysis is based on a static model
portfolio allocation while in practice active managers can adjust risk exposure to duration and credit assets according
to market conditions.
48

This includes for example, World Bank and Inter-American Development Bank.

49

Under the current record keeping arrangements, detailed attribution is made of the share of each account in the
investments. Moreover, staff maintains a share allocation record of individual contributors, share of net income
earned on their investment, and their share in remaining resources of an account in the event of a termination event,
e.g., winding up of the trust. Such share calculation will allow for monitoring of the estimated value of each
contributor’s investment in the RST.
50

Section IX of the PRGT Instrument provides that the Fund may amend the provisions of the PRGT Instrument except
those listed. This has long been interpreted as requiring that for those listed provisions, the consent is required of
contributors whose interests are affected by the amendment. For a detailed discussion, see Multilateral Debt Relief
Initiative and Exogenous Shocks Facility—Proposed Decisions (SM/05/158, Nov. 16, 2005), at page 5.
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contributors that do not respond within the prescribed deadlines for consent (or an
opportunity to be bought out). First, following approval of the proposed amendment by the
Executive Board, a communication from the Fund would be sent to contributors to seek their explicit
consent to the amendment within six weeks. Countries that do not wish to consent to the proposed
amendment should notify the Fund in writing within the response windows. The objection by a
contributor does not mean that the amendment could not become effective; rather, and as described
in the MDRI context in 2005, the dissenting contributor could request back its subsidy
contribution.51 52 After the expiration of the first deadline, staff would send a second formal
communication to the contributor requesting a response within a further period of four weeks. The
second communication would indicate that if no response is received by the second deadline, the
contributor is assumed to have consented to the amendment. Fund staff would follow up bilaterally
with authorities to ensure that a response is received within the second deadline. If no response is
received within the second deadline, the consent is assumed for purposes of the amendment
process. It is proposed that the contributor would be given six months after the amendment
becomes effective to request the remaining share of its contribution to the PRGT subsidy accounts
back if during this period it sent a communication to the Fund objecting to the amendment.
Contributors would be given clear communications about this additional six-month period and its
implications. In the event of any unexpected difficulties in securing the expected high level of
contributor consents, management could return to the Executive Board prior to the expiration of the
second deadline regarding the proposed amendments, including to extend the consent period for a
further limited time to allow for engagement with PRGT subsidy contributors that have not yet
responded, which is independent from the RST related decisions.
99.
The proposed approach, while new in the context of PRGT amendments, is legally
permissible as it appropriately protects the interests of affected PRGT contributors to have an
opportunity to reject a proposed amendment while also taking into account the interests of
other contributors and PRGT beneficiaries to have operations continue under an amended
instrument. The PRGT Instrument is silent on the modalities for consent. While affirmative consent
has been sought in the past, and will continue to be followed as the first step for the proposed
amendment, adding a lapse of time element along with strong notice provisions and a significant
period within which to request a buyout for creditors that do not respond provides appropriate
safeguards to protect creditors’ interests. The underlying rationale of the amendment process for
protected provisions is that a contributor can request its resources back if it does not consent to an
amendment; the creditor does not have a veto over the amendment process. The lapse of time
51

See The Multilateral Debt Relief Initiative (G-8 Proposal) and Its Implications for the Fund —Further
Considerations—Supplemental Information (SM/05/353, Sup. 1, November 1, 2005), at pages 12-14; and Multilateral
Debt Relief Initiative and Exogenous Shocks Facility—Proposed Decisions (SM/05/158, Nov. 16, 2005), at page 5.
52

No communication would be sent to any member with government recognition issues (i.e., the regime is either not
recognized by members representing a majority of the Fund’s total voting power, or there is lack of clarity as to
whether a critical mass of members recognize or deal with the regime in their bilateral relations). Once the member
has a recognized government, it can provide its consent or request back its share. This approach was applied, e.g., in
the case of Venezuela in the context of the extension of the Interim Administe red Account for Windfall Gold Sales
Profits in 2019 (see SM/19/193, footnote 6).

INTERNATIONAL MONETARY FUND 49

PROPOSAL TO ESTABLISH A RESILIENCE AND SUSTAINABILITY TRUST

element for contributors that do not respond allows the Trustee to bring closure to the amendment
process and avoids giving individual contributors a veto by not responding. Giving a contributor that
does not respond within the deadlines an additional six months after the amendment has become
effective to request its contribution back, offers a final opportunity for the contributor to express its
objection and in this case request its contribution back.53

D. Making the RST Operational
100. To commence lending operations and therefore become operational, the RST would
need a critical mass of resources from a sufficiently broad base of contributors with strong
external positions. Once the RST is formally established, there will be an interim period before
lending operations can start, with time needed to negotiate and make effective contribution
agreements, set up new financial systems, and engage with members on UCT -quality and RSTsupported policies. In this interim period, the Trust will be in a position to accept and hold RA and
DA contributions and enter into loan agreements prior to the start of RST lending operations. Two
general conditions would be particularly important for RST lending operations to commence: (i)
sufficient loan resources in nominal terms to meet initial demand for RST resources in line with the
envisaged access policy, and (ii) a sufficiently broad pool of participating RST contributors to ensure
encashability of LA claims. It is proposed that lending operations commence once the Managing
Director has notified the Executive Board that these two conditions are met and that sufficiently
robust financial systems and processes are in place.
101. Fundraising would be initiated immediately after the establishment of the RST. The
overall fundraising strategy would seek broad contributor participation and aim to secure the
necessary resources for the operationalization of the Trust. As the bulk of contributions would likely
be in SDRs, the initial fundraising will focus on a group of countries that have historically participated
in other Fund financing initiatives (i.e., PRGT, NAB, BBAs) and participate in the VTA market (a total of
26 countries). Voluntary contributions from other VTA participants are also encouraged to help
strengthen the RST financial capacity given the tight implementation timetable.
102. In addition, staff will implement in the interim period the necessary adjustments to the
Fund’s financial systems and processes to ensure smooth RST operations, including
appropriate internal controls and reporting. Staff will leverage existing Fund systems and
expertise to implement the financial infrastructure for the RST as soon as possible. The
implementation of changes needed to support a new Trust is, however, a significant and resourceintensive undertaking. Careful consideration will be given to ensure that system configurations will
adequately safeguard the financial resources of the RST and its contributors. An assessment of
system readiness will precede the commencement of RST lending operations.

53

A similar approach has already been followed in the context of the proposed extension of the Interim Administered
Account (IAA) holding members with proceeds of gold sales, where their non-response to the letter from the Fund
was deemed as their consent to continue holding their gold profit distribution shares in the IAA.
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SECTION VI. DEMAND PROJECTIONS AND FINANCING
SCENARIOS
103. Demand for RST loans is estimated at around SDR 22 billion (US$31 billion) under a
baseline scenario. The scenario is grounded on the proposed income-based eligibility (see Section
III.B. Given the qualification criterion of countries requesting RST also having a concurrent on-track
UCT-quality Fund-supported program, demand is calibrated using the sample of countries that had
such a program in the past 10 years (70 countries of a total of 143 eligible countries). The baseline
demand projection assumes that individual access would be 100 percent of quota for most
countries,54 subject to a maximum nominal cap of SDR 1 billion.
104. A large number of LICs and small states are expected to request RST financing,
reflecting their significant longer-term vulnerabilities and history of IMF program
engagement. In staff’s demand simulation, just under half of the 70 RST borrowers would be nonblend PRGT eligible countries (Group A, see Section III.C on Lending Terms); about one-fifth would
be presumed blenders and non-PRGT eligible small states with income below 10 times the IDA
operational income cutoff (Group B), and over one-third would be non-PRGT eligible MICs and
higher-income small states (Group C). In absolute terms, about SDR 10 billion of baseline demand
would come from Groups A and B, and about SDR 12 billion from Group C (as MICs have on average
larger quotas in absolute terms compared to LICs).
105. These baseline demand projections reflect a set of simplifying assumptions and are
subject to significant uncertainty. Such uncertainty stems from the actual number of countries that
would seek RST support, their economic/quota size, eligibility and qualification requirements
(including having a UCT arrangement in place), and individual access levels, which in turn would
depend on the strength of policies, debt vulnerabilities, and capacity to repay the Fund. Demand
would also be affected by RST access policies, which may be subject to review over time. Give n the
high uncertainty, the financial model below also considers a high demand scenario at 25 percent
above the baseline (SDR 27.4 billion) and a low demand scenario at 25 percent below the baseline
(SDR 16.5 billion).
106. A recent survey of eligible members points to frontloaded near-term demand and
suggests that the above projections are plausible for the medium term. Survey results suggest
that there is significant interest in accessing the RST (Box 3). Based on 93 responses, 73 countries (of
which 43 are PRGT eligible countries) have expressed some form of interest in accessing the RST with
15 being small states. Most countries are interested in accessing the RST to support reforms
targeting climate change (69 countries) and pandemic preparedness (64 countr ies). Countries mostly
favor accessing the RST in the context of a disbursing UCT program. Of the 73 interested
respondents, 39 expressed interest in accessing the RST once it is operational (late 2022), with
54

This simplifying assumption is made to approximate the average access level per country. For modeling p urposes,
lower access is assumed for countries with high quota-to-GDP ratios, in light of the significant exposure to Fund
credit as a share of economic aggregates. In practice, access will be determined on a case-by-case basis (Section III).
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Box 3. RST Survey Response by Prospective RST-Eligible Members
73 out of 93 respondents expressed interest in the RST.

15 of the 38 small states have expressed interest.
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another 29 preferring “whenever the need for a traditional IMF program arises”, with choosing
2023. Assuming access of 100 percent of quota for most countries 55 and an SDR 1 billion cap, the
total resources needed to meet the near-term demand of interested countries would be around SDR
21 billion, with around SDR 11.7 billion allocated to group C countries. Economic repercussions from
the war in Ukraine could lead to additional requests for UCT programs in the near term which could
have knock-on effects on demand for RSF arrangements.
107. Staff has developed a financial model to analyze resource needs and the evolution of
financial buffers, based on medium-term demand projections and the proposed financial
structure (Annex V). In addition to demand, total upfront resources needed for the RST will depend
on the desired size of the encashment buffer, as well as the RA and DA contributions. Consistent with
the proposed financial structure above, staff assumes that loan resources would include an
encashment buffer of 20 percent (as in the PRGT), implying the need to secure a total of
SDR 27 billion in voluntary loan contributions. In addition, contributors would include an upfront
reserve injection (in SDRs or currency) of 2 percent and an upfront long-term deposit of 20 percent
relative to their loan commitments. Based on the estimate of total demand under the baseline, this
implies that the RST would need about SDR 33 billion in total resources to be provided in its first five
years. This would provide the RST with an initial RA balance of SDR 0.54 billion, and a starting DA
balance of SDR 5.4 billion.
108.
The financial structure supports a substantial build-up of reserves before RST loan
repayments begin and adequate reserve coverage throughout the projection period. Gross and
net reserves are initially modest, but adequate in light of the absence of any loan amortization over
the first ten years of the Trust’s life and the very modest interest payments obliga tions. Over this
time, gross reserves increase from SDR 6.0 billion to SDR 7.4 billion, and net reserves quadruple, from
SDR 0.54 billion to SDR 2.0 billion. By the time loan amortization payments start coming due, gross
reserves are expected to cover at least 35 percent of credit outstanding (between years 11 and 25),
and at least 3 times annual debt service to
Figure 2. RST Reserves Accumulation: Combined
loan resource contributors. Net reserves
Adverse Events
would cover at least 10 percent of credit
(In SDR million)
outstanding and almost one year of debt
9,000
service over the same period.
109. Cash flow stress tests show that
reserves remain adequate under
various adverse events. Staff conducted
stress tests on the baseline financial
model assuming lower investment
returns, temporary arrears, permanent
credit losses, encashment, and a
combination of adverse events (see Annex
55
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The same assumption of lower access for countries with high quota-to-GDP ratios is applied here as well.

INTERNATIONAL MONETARY FUND 53

PROPOSAL TO ESTABLISH A RESILIENCE AND SUSTAINABILITY TRUST

V for the detailed results). Additional sensitivity analysis was also conducted to look at the effects of
lower borrowing rates, defaults by large borrowers, and higher demand. The two worst scenarios
tested come from the combined shock and simultaneous defaults by two of the largest borrowers.
The analysis suggests that even under extreme stress scenarios it is highly unlikely that tapping the
principal value of the DA would become necessary. Under the combination of ad verse events,
minimum gross reserves during the repayment period remain above 32 percent of credit
outstanding, and over 2.5 times of annual debt service to loan contributors. The minimum level of
net reserves during the repayment period would be SDR 1.5 billion, enough to cover 71 percent of
annual debt service and 7 percent of credit outstanding.

SECTION VII. VOLUNTARY TRADING ARRANGEMENTS
110. A smooth functioning of the voluntary SDR trading market will be critical for effective
SDR channeling through the RST. The liquidity of the SDR has for over thirty years been supported
by voluntary trading arrangements (VTAs). 56 VTAs are arrangements between the Fund and
participants in the SDR Department and prescribed holders who have agreed to buy and sell SDRs
within set trading limits. 57 An increase in SDR channeling will likely lead to an increased volume of
SDR transactions through the VTA market. Consistent with the current p ractice under the PRGT, there
is a strong expectation that SDR contributors to the RST would have VTAs that could support the
conversion of channeled SDRs into currencies in order to ensure broad distribution of SDR
transactions among VTA participants. A well-functioning voluntary market would be key to ensuring
that SDRs channeled to the RST can be converted into freely usable currencies as needed, and VTA
members should therefore be prepared to participate more often in transactions and hold more
SDR-denominated assets. Staff have recently engaged with current and prospective VTA participants
with a view to expanding and strengthening the voluntary market (see Box 4)
111.

The impact of SDR channeling via the RST on the VTAs will depend on several factors:

●

Total amount of SDRs channeled to the RST. Based on staff’s initial assessment of projected
demand for RST financing and implied contributions to cover Loan Resources and the Deposit
Account (see Section VI), total SDR channeling to the RST could be about SDR 33 billion,
assuming all projected contributions are made in SDRs. However, contributions to the RST can
also be made in freely usable currencies, which would not impact the voluntary SDR market.

●

SDRs converted as a result of lending to borrowers. SDRs provided to the RST would be
subsequently used to finance lending, of which a portion may be converted, either by the Trust

56

Under the Articles, the designation mechanism serves as a backup to the VTA market to ensure the reserve asset
quality of the SDR for participating members in the SDR Department with a balance of payments need, but this
mechanism has remained precautionary since 1987.
57

For information on the voluntary market see Annual Update on SDR Trading Operations (IMF Policy Paper No.
2021/068).
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or the borrower, into freely usable currencies to address borrowers’ BoP needs. 58 Given the
proposed pass-through nature of borrowing and lending in the RST and the link of RST lending
to Fund-supported programs, the impact of SDR lending on the VTAs would be gradual over time as the Trust draws on lenders' loan commitments to finance disbursements to RST
borrowers. Staff’s baseline projections assume about SDR -5 billion in RST lending per year
starting in late 2022, although the amounts and timing are subject to considerable uncertainty.
●

Channeling of SDR for investment purposes. Channeling of SDRs to the RST Deposit Account
would have an early impact on the VTA market, because those SDRs would need to be converted
into currencies for investment purposes. These amounts could be around SDR 5 billion during or
shortly after the envisaged fundraising phase (similar to projected annual lending). As a result, an
active period of VTA exchanges could be expected as the Deposit Account is initially funded in
the RST.
Box 4. Efforts to Expand and Strengthen the Voluntary Market

In advance of the General SDR Allocation in August 2021, Executive Directors emphasized that a strong
voluntary SDR market was critical to support an expected increase in the volume of SDR transacti ons.
Accordingly, in late-Spring 2021, staff initiated a two-pronged approach to strengthen and expand the
voluntary market (see IMF Policy Paper No. 2021/049 Proposal for a General Allocation of Special

Drawing Rights).

The approach for expanding and strengthening the voluntary market involved: (i) engagement with potential
new VTA participants focusing primarily on members with strong external positions in the Financial
Transactions Plan that did not have a VTA at that time (twenty-three members); and (ii) requesting existing
VTA participants to provide additional operational flexibility under their VTAs. Specifically, staff sought VTA
revisions in areas such as transactional limits, trading currencies, and notification periods.
Following extensive outreach with the Offices of the Executive Directors, the European Central Bank as a
prescribed holder with a VTA, and member authorities, substantial progress has been made in expanding
and strengthening the voluntary trading market:



As of mid-March 2022, six new VTAs have been agreed and become effective, increasing the number of
VTA participants from thirty-two to thirty-eight. The new participants—Algeria, Brazil, Estonia (Republic
of), Lithuania (Republic of), Oman, and Singapore, together with one other prospective participant
(Luxembourg) in advanced stages of completing domestic procedures, would add about SDR 10 billion
to the absorptive capacity of the voluntary market.



On operational flexibility, many participants scaled up their transactional limits and a few reduced
notification period requirements. Some participants provided additional currency flexibility under their
VTAs.

Staff will continue to engage with IMF members on possible steps to further expand and strengthen the
voluntary market and calls for additional members to sign VTAs.

58

The extent to which this will happen is difficult to predict. However, of the SDR lending to the PRGT since 2018,
about half of the SDRs drawn were exchanged through the VTA's by the PRGT and disbursed in currencies to the
borrowers. Of the loans disbursed in SDRs, a small portion was exchanged by the borrowers into currencies through
the VTAs while the balances were retained by borrowers in SDRs.
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112. It is expected that SDRs channeled to the RST could be absorbed by a well-functioning
voluntary market. The scaled up absorptive capacity of the voluntary market following the General
Allocation stands at about SDR 242 billion as at end-February 2022 and is expected to be sufficient
for future exchanges of SDRs, should the full amount of the estimated channeling of SDRs to the RST
(SDR 33 billion) be converted through the VTAs.

SECTION VIII. ADMINISTRATIVE EXPENSES
113. The implementation of the RST would result in new gross demands for staff resources
that will require additional gross budgetary resources in the “steady state.” The RST would be a
separate entity from the GRA and PRGT and additional expenses would be incurred to support Trust
management, including Trust set up and ongoing Trust management. Se t-up costs include the
already ongoing development of the final design of the RST, as well as fundraising, IT system
configuration, and the establishment of policies and guidance to govern lending under the Trust and
its administration. The related costs have been funded in FY22 through reprioritization and extensive
staff overtime and will be funded in FY 23 with a combination of temporary and permanent
resources allocated to departments. Recurring “steady state” costs in the medium term would
include:
●

Trust management: Execution of financial transactions under the Trust, reporting (including
preparation of financial statements), external audit, resource mobilization and management,
investment activity, financial and operational risk management, and system support. This also
covers periodic and ad-hoc reviews of the RST lending policies and finances, and review and
adjustments to policies related to financial terms and safeguards for the Trust’s resources,
including its multilayered risk management framework.

●

Operations: Country program design and review, including economic policy analysis and
supporting analytical work where needed in collaboration and coordination with the World Bank
and other relevant organizations, together with policy discussions with the authorities, and the
monitoring of program implementation including assessments of reform target completion. It
also includes the aspects of periodic policy review beyond financial terms and safeguards. Costs
in these areas could be frontloaded initially as area and functional departments establish new
processes with other institutions, upskill (e.g., in the areas of climate and pandemic
preparedness) and support possible pent-up demand for RST resources. The linkage of RST
access to UCT-quality programs would allow for some cost synergies by drawing on the existing
resource base in several areas and avoiding duplication (e.g., mission travel, program
documentation, country review process, and Board approvals).

114. Total gross incremental costs are composed of direct costs (primarily labor) and
overhead costs (such as additional office space requirements and additional overhead needs).
Based on the demand outlook in Annex V, staff assumes that, in the “steady-state”, there could be 33
active RSF programs on average each year. On this basis, staff estimates that in the medium term,
incremental direct costs for Operations would be in the range of about $9-10 million, or 27-29 FTEs
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annually. The cost of Trust Management, including all financial, policy, and related legal review
needed to operate the Trust and safeguard its resources is estimated to be $5-6 million, or 16-18
FTEs annually. These cost estimates are subject to considerable uncertainty arising from a number of
factors. In particular, actual costs would vary depending on the number of countries that will seek
RST support. Also, expanding the range of long-term structural challenges that will qualify for RSF
support going forward would require and/or draw on expertise across a range of new areas, in
cooperation with partners, and would require continued review of cost impacts, especially for issues
on the frontier of Fund work. As a preliminary estimation, using the direct cost estimates discussed
above, and assuming that the RST would have broadly similar ratios of incremental overhead to
direct costs as other expenditures, annual fully-loaded gross costs of the RST could be about $18
million.
115. In terms of budget impact, staff proposes a management fee for trust management
activities, similar to that in place for CD-related trust funds. The resources would be categorized
as receipts in the budget and therefore affect the gross administrative budget, but not the net
administrative budget. The fee would be initially set at a fixed scale, linked to the estima ted cost for
trust management activities in relevant departments (FIN, LEG, and SPR) and drawn from the Reserve
Account. Estimates for actual trust management-related costs would also be reported annually as
part of the budget outturn report, and the scale and structure of the management fee reviewed at
that time. Operational costs will be funded through the regular budget process through
reprioritization, with the largest impact expected in area departments, ensuring that individual
departments receive adequate incremental resources as needed. The overall budgetary impact of
RST-related activities will be monitored with a review of relevant arrangements after sufficient
experience is gained.
116. The proposed RST instrument also includes a provision that the GR A be reimbursed
annually for the cost of administering the RST based on reasonable estimates of gross
incremental costs with a view to ensuring cost recovery, consistent with the RST’s design as a
self-sufficient trust. With the institution of a management fee, the scale of the reimbursement to
income would be calculated to exclude costs covered by the fee. Total costs of administering the RST
will be drawn from Reserve Account for: a) budget receipt covering trust management; and b)
income reimbursement covering all other costs, i.e., operations. The annual income paper would
report staff estimates of RST costs that would be reimbursed to income. It would be expected that
decisions on annual reimbursements of these costs would be taken by the Board in the c ontext of
the Fund’s annual income paper starting from FY24, as is currently done for other reimbursable
expenses.

INTERNATIONAL MONETARY FUND 57

PROPOSAL TO ESTABLISH A RESILIENCE AND SUSTAINABILITY TRUST

SECTION IX. ENTERPRISE RISKS
117. Potential enterprise risks span four key areas: business operations, finances, human
resources, and the Fund’s reputation.
●

●

Business risks. These would include the possibility that the RST’s longer-term lending could
duplicate other IFIs’ work unless it is coordinated and well-managed. Moreover, granting large
and frontloaded access under the RST could delay reforms agreed under the UCT program.
Additionally, greater focus on issues outside of the Fund’s core areas of responsibility could
challenge the Fund’s ability to develop RSF programs and to monitor conditionality, and create
mission creep which could distract from the Fund’s core lending operations.
Financial risks include credit, liquidity, and investment risks. Credit risk could stem from
developments that erode repayment capacity, such as large non-restructurable debt or a sharp
increase in the SDRi and global borrowing rates, which would worsen borrowers’
creditworthiness. Cross subsidization across borrower income groups would also require a
diverse borrower group, which could be a challenge should demand be dominated by Group A
countries. High demand and a high volume of transactions could put pressures on the VTA
market. Additionally, a severe market shock could deplete RST Reserve Account inves tments.
These risks have been carefully considered and are addressed in Sections V and VII.

●

Human resource risks stem from inadequate resourcing that could strain already overextended
staff, including non-fungible experts. Planned skill upgrading in emerging areas may not be
sufficiently rapid to meet RST demand.

●

Reputational risks arise from potential low demand amid high expectations, and an inability to
mobilize sufficient resources to magnify the overall global impact of the SDR allocation.
Alternatively, excess demand could challenge resources even if fundraising rounds meet
expectations. Finally, country authorities could reverse their RSF-supported policies after
receiving a disbursement, or implement measures aggravating risks from qualifying long -term
challenges in areas that fall outside of scope of RSF conditionality. Although this risk exists in any
program, it is more acute with an RSF given the long-time horizon over which the benefits of
reforms are realized.

Policy and design modalities, the financial architecture, and other safeguards have been specified to
mitigate these risks and will need to be continually assessed and modified as appropriate (Table 1).
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Table 1. RST Enterprise Risks and Mitigation
Enterprise Risk

Risk Mitigation Measure

Business Risk: RST lending could duplicate
other IFIs.

Establish collaboration principles with other IFIs on specific
qualifying structural challenges. Maintain the focus of RST lending
on macro policies, not projects.

Business Risk: Greater focus on issues outside
of the Fund’s core areas of responsibility could
challenge the Fund’s ability to develop RSF
programs and to monitor conditionality, and
create mission creep which could distract from
the Fund’s core lending operations.

Establish collaboration principles with other IFIs on specific
qualifying structural challenges, relying on their expertise and
experience where needed. Begin with a limited set of qualifying
structural challenges to ensure successful early operations.

Business Risk: Excessive frontloaded access
under the RST could delay reforms agreed
under the UCT program.

Limit disbursements to 50 percent of quota, guide access by a norm
of 75 percent of quota, and limit overall access to 150 percent of
quota or SDR 1 billion, whatever is smaller. RSF disbursements only
occur at the successful completion of a subsequent UCT program
review.

Financial Risk: Developments could erode
repayment capacity, such as large nonrestructurable debt or a sharp increase in the
SDRi and global borrowing rates, which would
worsen borrowers’ creditworthiness.

Maintain strong safeguards, including on debt sustainability, debt
composition, and capacity to repay. Rely on and maintain strong
buffers built into the financial architecture. Conduct an interest rate
review if the SDRi rises above an average of 1½ percent in any 12month period or for any other unexpected event that could
undermine the Trust’s financial health.

Financial Risk: Cross subsidization across
borrower income groups would also require a
diverse borrower group, which could be a
challenge should demand be dominated by
Group A countries.

Conduct targeted outreach with potential beneficiary countries to
boost awareness. The wide eligibility perimeter and broad range of
qualifying concurrent UCT programs should help promote a diverse
borrower group. Review policies and the margin and fee structure at
the 3-year mark.

Financial Risk: High demand and a high
volume of transactions could put pressures on
the VTA market.

The absorptive capacity of the VTA market has been scaled up since
the general SDR allocation. Ensure that potential RST contributors
have VTAs in place.

Financial Risk: A severe market shock could
deplete RST Reserve Account investments.

Conduct stress tests and ensure projected resources in the RA would
comfortably absorb any required provisions for credit losses under
baseline and stress simulations for calculating expected credit losses
under accounting standards. Build up reserves before repayments
begin.

Human Resource Risk: Inadequate resourcing
could strain over-extended staff. Skill
upgrading in staff on emerging areas may not
occur quickly enough to meet demand.

Develop detailed cost estimates and a methodology for capturing
relevant costs to ensure adequate resourcing. Leverage ongoing
investments in internal capacity building in the institution and
consider staff and corresponding budget augmentation to gain
further expertise.

Reputational Risk: Low demand

Explore early potential beneficiaries, focusing on UCT programs in
pace when the RST becomes operational. Conduct targeted
outreach with potential beneficiary countries to boost awareness.
Review policies and experience at 3-year mark.

Reputational Risk: High demand with
insufficient contributions

Assess demand based on historical experience and demand surveys.
Conduct early engagement with potential contributors. Access caps
will help ensure the RST’s resources can be used across many
countries. Review policies and experience at 3-year mark.

Reputational Risk: Reversal of RSF-supported
policies after implementation

Conduct post-RSF monitoring through Article IV consultations and
PFA (where relevant).
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Annex I. List Proposed of RST-Eligible Members
Member
Afghanistan
Albania
Algeria
Angola
Antigua and Barbuda
Argentina
Armenia
Azerbaijan
Bahamas, The
Bangladesh
Barbados
Belarus
Belize
Benin
Bhutan
Bolivia
Bosnia and Herzegovina
Botswana
Brazil
Bulgaria
Burkina Faso
Burundi
Cabo Verde
Cambodia
Cameroon
Central African Rep.
Chad
China
Colombia
Comoros
Costa Rica
Côte d'Ivoire
Cyprus
Dem. Rep. of Congo
Djibouti
Dominica
Dominican Republic
Ecuador
Egypt
El Salvador
Equatorial Guinea
Eritrea
Estonia
Eswatini
Ethiopia
Fiji
Gabon
Gambia, The
Georgia
Ghana
Grenada
Guatemala
Guinea
Guinea-Bissau
Guyana
Haiti
Honduras
India
Indonesia
Iran
Iraq
Jamaica
Jordan
Kazakhstan
Kenya
Kiribati
Kosovo
Kyrgyz Republic
Lao P.D.R.
Lebanon
Lesotho

PRGT

Small
State

1
0
0
0
0
0
0
0
0
1
0
0
0
1
1
0
0
0
0
0
1
1
1
1
1
1
1
0
0
1
0
1
0
1
1
1
0
0
0
0
0
1
0
0
1
0
0
1
0
1
1
0
1
1
0
1
1
0
0
0
0
0
0
0
1
1
0
1
1
0
1

0
0
0
0
1
0
0
0
1
0
1
0
1
0
1
0
0
0
0
0
0
0
1
0
0
0
0
0
0
1
0
0
1
0
1
1
0
0
0
0
1
0
1
1
0
1
0
0
0
0
1
0
0
0
1
0
0
0
0
0
0
0
0
0
0
1
0
0
0
0
0

2020 GNI
2020 Population
per capita
(thousands)
(USD)
500
38,928
5,210
2,838
3,550
43,851
2,230
32,866
14,250
98
8,930
45,377
4,220
2,963
4,450
10,110
27,780
393
2,010
164,689
14,460
287
6,330
9,399
3,970
398
1,280
12,123
2,860
772
3,200
11,673
6,090
3,281
6,640
2,352
7,850
212,559
9,540
6,927
790
20,903
270
11,891
3,060
556
1,490
16,719
1,500
26,546
510
4,830
660
16,426
10,610
1,402,112
5,780
50,883
1,450
870
11,460
5,094
2,280
26,378
26,110
1,207
550
89,561
3,320
988
6,870
72
7,260
10,848
5,530
17,643
3,000
102,334
3,650
6,486
5,810
1,403
3,214
23,250
1,331
3,580
1,160
890
114,964
4,720
896
6,970
2,226
750
2,417
4,290
3,714
2,230
31,073
8,740
113
4,490
16,858
1,020
13,133
760
1,968
6,600
787
1,250
11,403
2,200
9,905
1,900
1,380,004
3,870
273,524
2,870
83,993
4,660
40,223
4,620
2,961
4,310
10,203
8,680
18,754
1,760
53,771
3,010
119
4,440
1,775
1,160
6,592
2,480
7,276
5,510
6,825
1,100
2,142

Member
Liberia
Libya
Madagascar
Malawi
Malaysia
Maldives
Mali
Malta
Marshall Islands
Mauritania
Mauritius
Mexico
Micronesia
Moldova
Mongolia
Montenegro, Rep. of
Morocco
Mozambique
Myanmar
Namibia
Nauru
Nepal
Nicaragua
Niger
Nigeria
North Macedonia
Pakistan
Palau
Panama
Papua New Guinea
Paraguay
Peru
Philippines
Republic of Congo
Russian Federation
Rwanda
Samoa
São Tomé and Príncipe
Senegal
Serbia
Seychelles
Sierra Leone
Solomon Islands
Somalia
South Africa
South Sudan
Sri Lanka
St. Kitts and Nevis
St. Lucia
St. Vincent and the Gren.
Sudan
Suriname
Syria (2019 GNI )
Tajikistan
Tanzania
Thailand
Timor-Leste
Togo
Tonga
Trinidad and Tobago
Tunisia
Turkey
Turkmenistan
Tuvalu
Uganda
Ukraine
Uzbekistan
Vanuatu
Vietnam
Yemen
Zambia
Zimbabwe

PRGT

Small
State

1
0
1
1
0
1
1
0
1
1
0
0
1
1
0
0
0
1
1
0
0
1
1
1
0
0
0
0
0
1
0
0
0
1
0
1
1
1
1
0
0
1
1
1
0
1
0
0
1
1
1
0
1
1
1
0
1
1
1
0
0
0
0
1
1
0
1
1
0
1
1
1

0
0
0
0
0
1
0
1
1
0
1
0
1
0
0
1
0
0
0
0
1
0
0
0
0
0
0
1
0
0
0
0
0
0
0
0
1
1
0
0
1
0
1
0
0
0
0
1
1
1
0
1
0
0
0
0
1
0
1
1
0
0
0
1
0
0
0
1
0
0
0
0

2020 GNI per
capita (USD)
530
4,850
480
580
10,580
6,830
830
25,370
5,010
1,640
10,230
8,480
4,010
4,570
3,670
7,900
2,980
460
1,260
4,520
16,630
1,190
1,850
540
2,000
5,720
1,280
16,500
11,880
2,660
5,140
6,010
3,430
1,830
10,690
780
4,070
2,070
1,430
7,400
12,720
490
2,300
310
5,410
3,720
17,400
8,790
7,340
650
5,510
1,170
1,060
1,080
7,050
1,830
920
5,000
15,410
3,100
9,050
7,220
5,820
800
3,540
1,670
2,780
2,660
940
1,190
1,090

2020 Population
(thousands)
5,058
6,871
27,691
19,130
32,366
541
20,251
525
59
4,650
1,266
128,933
115
2,618
3,278
622
36,911
31,255
54,410
2,541
11
29,137
6,625
24,207
206,140
2,083
220,892
18
4,315
8,947
7,133
32,972
109,581
5,518
144,104
12,952
198
219
16,744
6,908
98
7,977
687
15,893
59,309
11,194
21,919
53
184
111
43,849
587
17,501
9,538
59,734
69,800
1,318
8,279
106
1,399
11,819
84,339
6,031
12
45,741
44,135
34,232
307
97,339
29,826
18,384
14,863

Notes: GNI data based on data current as of October 2021. Andorra, San Marino, and Venezuela excluded due to missing GNI data.
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Annex II. Comparison of the Key Features of the Extended Fund
Facility, Extended Credit Facility, World Bank Development Policy
Financing, and Proposed Resilience and Sustainability Facility and
Respective Concessionality Rates
Annex II. Table 1. Key features of the Resilience Sustainability Facility and selected
IMF/World Bank Financing Instruments
Objective

EFF
Provide longer-term
assistance to support
members’ structural
reforms to address
medium-term balance
of payments difficulties

BoP Need

Medium-term

Qualification

Member countries with
structural impediments
causing serious
payments imbalances

Conditionality

Structural reforms to
address institutional or
economic weaknesses
and maintain
macroeconomic
stability

Timing of
Quarterly or semiDisbursement annual reviews

ECF
Support programs of members
with protracted BOP problems
that enable significant progress
towards a stable and sustainable
macroeconomic position
consistent with strong and
durable poverty reduction and
growth
Protracted

PRGT-eligible countries with
protracted BoP problems.
Requires a finding that the
member is making efforts to
strengthen substantially and in
sustained manner its BoP
position under UCT program
Policies that will contribute to
stable and sustainable
macroeconomic position over the
medium-term, consistent with
country's development strategy

3 years, may be
approved for 4 years

Repurchase/
Repayment
Period

4.5-10 years, 12
5.5-10 years, 10 semiannual
semiannual installments installments

Normal access 145% annual (245%
145% annual (245% until endlimit
until end-December
December 2021), 435%
2021), 435% cumulative cumulative

Service charge of 50
basis points on each
drawing, plus basic rate
of charge (SDR interest
rate plus 100 basis
points), plus surcharges
depending on
outstanding access

0% through end-July 2023

RSF
Facilitate structural
transformation in financiallyconstrained countries to
prevent significant future BoP
pressure

None

Prospective BoP stability; can
also impact actual, potential,
or protracted need
Based on assessment of policy Eligible countries that present
and institutional framework,
a proposed policy package
strength of proposed
consistent with the goals of
program, ownership, and
the Trust that addresses BoP
institutional capacity
needs, including long-term
risks to BoP stability

Maintenance of adequate
macroeconomic policy
framework, satisfactory
implementation of overall
reform program, and
completion of prior actions
specific to the DPF area of
focus
Quarterly or semi-annual reviews Varies; DPF can be
programmatic (include 2 or 3
operations) or standalone.
Disbursements are made
when each operation is
considered effective
3-4 years, extendable to 5 years Varies

Duration of
Arrangement

Charges and
Fees

World Bank DPF
Address actual or anticipated
development financing
requirements that have
domestic or external origins

Varies
IDA loans: 30-40 year
maturities with grace periods
ranging from 5-10 years
IBRD: Maturities up to 35
years, average maturity
currently 20 years
Varies based on need,
alternative sources of
financing, debt sustainability,
creditworthiness, and current
exposure
Varies based on income level,
maturity, country grouping,
and debt distress. IBRD pricing
includes a commitment fee of
25bp.

Specific package of structural
measures to address a wellidentified vulnerability aligned
with the goals of the
underlying UCT program and
with the purpose of the RST

Either an amount at each
review or only at the review
subsequent to reforms being
undertaken

Linked to length of concurrent
UCT arrangement
10.5-20 years, 20 semiannual
installments

The lesser of i) 150 percent of
quota, or ii) SDR 1 billion

SDR interest rate plus a margin
of 55-95 basis points for 3
different country groups.
Service charge of 0-50 basis
points for three different
country groups.
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Annex II. Table 2. Concessionality of Resilience Sustainability Trust and selected IMF/World
Bank Financing Instruments 1
(In percent, unless otherwise indicated; as of February 22, 2022)
Terms
Lending

Scenarios

Grace period Maturity
(in years)

SDRi = 1.0

SDRi = 0.5

SDRi = 2.0

SDRi = 3.0

(in years) Interest rate2,3 Concessionality Interest rate3 Concessionality Interest rate3 Concessionality Interest rate3 Concessionality

IMF
ECF (PRGT)

5.5

10

0.00

32.2

0.00

32.2

0.25

30.6

0.25

30.6

5.5/4.5

10

0.00/1.5

25.1

0.00/2.00

22.7

0.25/3.00

18.3

0.25/4.00

14.3

EFF (GRA)4

4.5

10

1.50

21.5

2.00

18.0

3.00

12.1

4.00

6.2

RST6
RST Group A

10

20

1.05

41.1

1.55

35.9

2.25

28.7

2.25

28.7

RST Group B

10

20

1.25

39.0

1.75

33.6

2.75

23.3

3.75

13.1

RST Group C

10

20

1.45

37.0

1.95

31.3

2.95

21.0

3.95

10.8

Regular

6

38

0.75

53.3

0.75

53.3

0.75

53.3

0.75

53.3

Blend

5

30

2.00

35.2

2.00

35.2

2.00

35.2

2.00

35.2

10

20

1.10

46.0

1.93

31.8

2.93

21.5

3.93

11.2

ECF/EFF blend4,5

World Bank
IDA7

IBRD8

Source: staff estimates.
1
A unified discount rate of 5 percent is used to calculate the concessionality of individual loans.
2
Current interest rates.
3
Concessionality calculations for IMF and IBRD lending are based on the assumed SDR and LIBOR rates remaining constant for the life of the IMF
or IBRD loan, given the variable rate nature of the loans. According to the PRGT interest rate mechanism last approved by the IMF's Executive Board
in July 202 , for SDR rate < 2, ECF rate is zero; while for 2 ≤ SDR rate ≤ , ECF interest rate equals 0.25 percent. For EFF, interest rate is SDRi plus
100 basis points, surcharge is 200 basis points for outstanding credits above 187.5 percent of quota (zero for outstanding credits below 187.5
percent of quota) assuming timely repayment, commitment fee is zero assuming the amount is fully drawn, and service charge of 0.5 percent on
amount drawn. For IBRD loans' current rate is 6-month USD LIBOR as of November 4, 2021, 0.21325 percent, plus respective margins, for future
rates assuming LIBOR equals SDRi and, therefore, interest rates equal SDRi plus respective margins. For IDA loans, IDA fixed SDR rates, 0.75 for
regular loans and loans to small economies and 2 percent for blended loans, have remained unchanged since their introduction; IDA’s financial
planning is premised on holding these rates unchanged.
4
EFF for outstanding credit < 187.5 percent of quota.
5
Concessionality is a weighted average of grant elements: 1/3 ECF and 2/3 EFF.
6
For RST Group A, interest rate SDRi plus 55 basis points is capped at 2.25 percent, i.e., at SDRi = 2 percent and SDRi = 3 percent, the interest rate
remains at 2.25 percent; service charge is zero percent. For RST Group B and C, interest rate is SDRi plus 75 basis points and 95 basis points and
service charges 0.25 percent and 0.50 percent, respectively.
7
IDA loans comprise three groups of lending with different terms: (i) regular loans as illustrated in the table, (ii) loans for small economies, and (iii)
loans for blending countries, also illustrated, with concessionality of 53.26 percent, 60.62 percent, and 35.18 percent, respectively. IDA also offers
grants to some of its client countries.
8
There are four IBRD country groups (A, B, C, and D) with different margins added to 6-month USD SOFR; repayment terms are flexible and must
fall within the policy limits of 35 years maximum final maturity (including the grace period) and 20 years maximum average repayment maturity. For
illustrative purposes, table shows estimates for loans to IBRD Group B with 20 years maturity including 10 years of gra ce period and two equal
repayments per annum; the front-end fee is 0.25 percent, while commitment fee is assumed zero. Margin for Group B is 1.35 percent, while for
Groups A, C, and D the respective margins are 1.15 percent, 1.55 percent, and 1.80 percent.
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Annex III. Broad Principles for Bank-Fund Coordination
in RST Operations
1.
The proposed new IMF-administered Resilience and Sustainability Trust (RST) focuses on
supporting policy reforms to help build resilience and sustainability by addressing long -term
structural challenges that pose risks to eligible members’ prospective BoP stability (e.g., climate
change and pandemic preparedness) and that may also affect the members’ actual, potential, or
protracted BoP problems.
2.
RST lending operations would greatly benefit from close coordination with the World Bank,
and potentially also with other multilateral development banks (MDBs), given these institutions’
expertise and experience in the areas to be supported by RST lending. This note summarizes guiding
principles and a proposed practical approach for such coordination. These principles are based on
the experience with coordination on PRGT/GRA-supported programs and Bank programs and are
informed by discussions between the staff of the two institutions. The principles and key steps in this
note are specific to Bank-Fund coordination on RST-related issue.1
3.
This note focuses on climate change, as there is ongoing work in the two institutions to
further mainstream climate strategy. Modalities of engagement discussed in this note may be carried
over to other purposes of the RST that may be added, if these purposes are under Bank expertise,
although customization to the specific features of those purposes may be needed.

Guiding Principles
4.
In line with the Concordat, coordination between Bank and Fund staff will be guided by
principles that reflect each institutions’ respective mandate and expertise. The guiding principles
below build on a long experience of close coordination on Fund and Bank -supported programs at
the country level.
●

RST measures would be informed and expected to be consistent with country diagnostics
developed in both institutions relevant to the RST’s purposes. On climate change, the Bank’s
Country Climate and Development Reports (CCDR), if available, will be a critical input,
complemented with other products such as the Fund’s Climate Change Policy Assessments
(CCPAs) and its potential successor instrument, Climate Macroeconomic Assessments Programs
(CMAPs). In practice, Bank and Fund staff will coordinate the production of CCDRs and CMAPs to
complement and ensure consistent advice between the two products for member countries, in
line with the agreed coordination between Bank and Fund staff on CCDRs and CMAPs. Fund staff
are expected to discuss with their Bank counterparts areas of the CCDR or other diagnostics that
they intend to include in the RST program to ensure complementarity. In instances where

1

These coordination principles pertaining to the RST should be viewed in conjunction with the broader context of the
Bank-Fund good practice note on information sharing across country teams to discuss country policies and ensure
consistency of policy advice.
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countries already have an advanced climate change framework, Fund staff could use these inputs
flexibly as part of the analytics informing the RST program.
●

RST operations will focus on areas of Fund expertise, complemented by Bank expertise as
needed on a case-by-case basis. The intention of the coordination is to seek strong
complementarity with the Bank’s policy and development financing and to best leverage the
expertise in both institutions for the best policy advice to the member countries. At the same
time, the governance of the RST is one that is fully Fund-administered, requiring all RST
conditionality measures to be designed, monitored, and assessed by the Fund.

●

The purpose of RST lending would be to support structural macro policy reforms that
enhance long-term resilience and sustainability, and thereby improve prospective BOP
stability. The Bank will continue to take the lead on development prospects and related policies
and investments.

Possible Key Steps
5.
The key areas identified for coordination are: (i) Diagnostics; (ii) Policy priorities; (iii)
Conditionality; (iv) Implementation supervision; and (v) Program documentation (i.e., a vehicle to
document the collaborative approach for RST lending).
I.
Diagnostics: Fund staff will draw on country diagnostics to assess the need for an RSTsupported program in line with the Fund’s mandate and to identify policies that could be supported
by an RST.
Specifically on climate, Fund staff should, if possible, draw on CCDRs, a new product that is being
rolled out in over 30 countries in FY22 and will be further rolled out to other countries. The CCDR —
the Bank’s new core diagnostic tool to help countries align climate action and development efforts —
synthesizes country authorities’ and other climate-related work, deepens the analytics, and provides
policy recommendations. The CCDR will be a critical tool for diagnosing issues and identifying policy
priorities in climate-related RST-supported programs. As per the agreement between Fund and Bank
staffs on CCDR/CMAP coordination, CCDR teams are expected to engage with the respective Fund
country teams, and CMAP teams are expected to engage with the respective Bank country teams and
relevant Bank global practices/themes, including sharing early drafts of preparatory notes and
reports.
The Fund’s capacity development (CD) in climate-related work—including on CCPAs/CMAPs, green
public financial management, the new climate change module of the Public Investment Management
Assessment, carbon taxation, subsidy reform, etc.—would also be important diagnostic inputs into
the team’s assessments. CMAPs are expected to gradually become available for more countries,
though many fewer than the CCDR. Fund surveillance products, such as Article IV and Selected Issues
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Papers as well as other Fund analytical work, would also inform RST policy design, as would national
climate plans or similar strategies/documents (e.g., Disaster Resilience Strategies). 2
II.
Policy priorities: Based on the diagnostics, Fund staff will identify policies that the member
country would need to prioritize under the RST. Fund RST teams will coordinate with their Bank
counterparts the policy actions to be included in the RST program to promote complementarity with
Bank-supported programs. Not all policy priorities will become RST conditionality; some of the
priorities could become MEFP commitments by the authorities in their concurrent UCT-quality
program. In countries where there is an active or planned Bank DPO or climate program, staff will
ensure overall policy advice consistency and complementarity between the RST and DPO on climate
policies and delineate areas of responsibility according to each institution’s mandate and role. Fund
staff will seek to ensure that overall policy reform requirements do not overload implementation
capacity constraints.
III.
Conditionality: RST “reform measures” would satisfy requirements under the Fund’s
Guidelines on Conditionality. In program design, IMF staff will focus conditionality in areas of Fund
expertise (or joint Fund-Bank expertise), such as fiscal, monetary, and financial issues, as well as
statistical and modeling capacity. However, there may be some cases where other macro -critical
areas arising from areas of Bank expertise may also become subject to RST conditionality (similar to a
social safety net reform rising to being a macro-critical structural benchmark in a PRGT/GRAsupported program). In these cases, IMF staff would draw the conditionality from existing Bank
analysis/advice, in consultation with the Bank. The Fund’s Executive Board will establish RST
conditionality and assess whether an RST condition is met or not (consistent with the existing policy
of not having cross-conditionality), drawing to the fullest extent possible on the advice of Bank staff
in areas of the Bank’s expertise. 3
IV.
Board documentation: Fund staff will prepare RST documentation based on their
assessments of the RST-supported programs (including justification of the need and appropriateness
of an RST-supported program; diagnostics of key priorities and needed reforms; current climate
strategy/policies; climate policies going forward, including any RST-supported reform measures; and,
for reviews, assessment of policy implementation and commitments). The staff report and MEFP will
document the coordination with the Bank, including a description of the Bank’s engagement in the
sector and/or any Bank technical assistance related to RST-supported reforms. Bank staff will provide
an assessment letter on the authorities’ climate-related policies. Timely provision of assessment
letters will be important, as with Fund staff assessment letters provided for Bank operations. 4 The
staff report would also acknowledge Bank staff’s inputs into the RST in the cover note.
2

RST policy design would be based on available diagnostics. No specific diagnostic would be a prerequisite (i.e., if no
CCDR or CMAP is available, RST policy design would be based on other available information).
3

See paragraph 16 of the Revised Operational Guidance to IMF Staff on the 2002 Guidelines of Conditionality for a
discussion of cross-conditionality.
4

Fund staff should inform Bank staff of the need for an assessment letter as early as possible. Bank staff should
provide the letter in time to prevent any delay in RST disbursements. Bank and Fund staff should aim to agree on a
specific timeline early in the process.
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V.
Modalities/process of engagement: In developing RST-supported programs, Fund staff are
expected to coordinate with Bank staff (and/or other MDB staff as relevant, in line with existing
modalities) in programs that include RST-supported reforms. Such coordination would be subject to
appropriate adjustments to handle confidentiality and/or operational considerations at both the
Bank and the Fund.
Specifically, to promote coordination, Fund staff are expected to:
●

Share Fund diagnostic or analytical work on RST-related issues (e.g., CMAP, Selected Issues
papers) with Bank staff.

●

Engage early in the process with Bank staff on RST reforms by, for example,
discussing/brainstorming on RST policy measures.

●

Incorporate the outcome of this engagement into the RST/UCT arrangement Policy Note.

●

Draw significantly on the CCDR, if available, and any Fund CD or other diagnostics for climate related RST reform measures.

●

Periodically share with Bank staff an advance calendar of expected RST operations and tentative
document circulation timelines.

●

Circulate—with a 5-day turn around—all RST-related background and conditionality sections of
the Policy Note, Staff Report, and Letter of Intent/Memorandum of Economic and Financial
Policies to Bank staff for comments.

●

Subject to adjustments needed for confidentiality or other operational reasons, invite Bank staff
to comment on the Policy Note, or relevant parts thereof, and/or attend either a unified UCT
arrangement/RST Policy Consultation Meeting (PCM) or a separate RST-only PCM.

●

When necessary and feasible, participate in each other’s mission meetings on RST-related issues.

●

Support ongoing engagement for each review to ensure continued “note sharing” across
institutions.

As per agreement with the Bank, Fund staff can expect Bank staff to:
●

Engage Fund counterparts in the preparation of CCDRs, particularly in macro -fiscal areas.

●

Engage with Fund staff in early discussion/brainstorming on the design of RST-supported
policies.

●

Provide comments on draft documents prepared by Fund staff and join Fund mission meetings
as appropriate and feasible.

●

Prepare, upon request by the Fund Mission Chief to the Bank’s Country Director, an Assessment
Letter, in line with agreed timelines.

●

Support ongoing engagement at all steps (CCDR preparation; DPO related to climate change;
RST preparation; RST program period) to ensure continued “note sharing” across institution.
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Annex IV. Financial Architecture of the RST
This Annex builds on the discussion in the main body of the paper and provides further detail on the
key features of the various accounts and the underlying principles.

A. Guiding Principles
1.
The RST is a loan-based trust administered by the IMF, with a financial structure
broadly similar to that of the PRGT. In particular, and similar to the PRGT, RST resources would be
mobilized based on voluntary contributions from members, including those wishing to channel SDRs
for the benefit of low-income and vulnerable middle-income members. The RST would in turn onlend these resources to eligible borrowers via the Loan Account (LA) at a moderate interest rate,
covering funding and administrative costs and contributing to reserve build -up. The RST would have
a Reserve Account (RA), along with a Deposit Account (DA) to build reserves over time and backstop
the RA in unforeseen extreme tail risk events. The overall size of the Trust is initially targeted at SDR
33 billion, with a pre-specified, uniform drawdown period for loan disbursements through November
30, 2030 and a maximum maturity of 20 years for loan repayments, which start 10½ years after a
disbursement.1
2.
The proposed financial structure is designed to build and maintain adequate reserve
buffers for this financing envelope and maturity horizon. Gross reserves are initially funded
through modest upfront contributions to the RA and long-term deposits to the DA. Net reserves,
defined as gross reserves net of contributors’ long-term deposit claims on the DA, are expected to
grow over time through lending and investment income, net of RST administrative costs, such that
reserves are expected to be significantly higher by the time RST loan repayments come due. The
level of reserves would be reviewed periodically together with the structure of interest rates and
service charges, with a view to ensuring an adequate degree of reserve coverage.
3.
A broad-based initial loan mobilization round would aim to secure resource
commitments sufficient to meet expected demand until 2030. While the current architecture
assumes a one-time resource mobilization, resources could be mobilized periodically, based on the
decision of the Board, the availability of Trust resources, and expected demand. Contributors would
be free to decide on their participation in any loan mobilization round, including on the size of their
commitment. In cases where new loan resources would be mobilized, the Fund would review the
adequacy of the RST financial structure, including reserve adequacy to support future lending, and in
that context modifications of the modalities set out below could be adopted, subject to the
provisions on amending the RST Instrument.

1

This is the latest date on which the Trust can draw on committed loan resources. Drawings for encashment purposes
can extend up to 20 years after the end of the drawdown period.
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B. Contributions – General Considerations
4.
The RST Instrument would set out the key financing terms and conditions for
contributions to the RST, including the key rights and obligations of contributors. The
individual contribution agreements with each contributor would reflect these terms and specify only
a few additional aspects, in particular the contribution amounts. While some tailoring of individual
agreements will be possible, in line with the practice for the PRGT, for example regarding media of
payment, the key terms would be uniform across contributors. Consistent with the approach under
the PRGT, the Managing Director would be authorized to enter into individual contribution
agreements. Once finalized, the agreements would be circulated to the Executive Board for
information—as is the case for the PRGT.
5.
Each LA contributor would sign a “Contribution Package” with three parts —an LA
contribution (borrowing agreement); an RA contribution; and a DA contribution. 2
Contributions to the RA and DA would be a minimum of 2 percent and 20 percent, respectively, of a
contributor’s commitment to the LA. Resources committed under a borrowing agreement with the
LA are drawn as needed during the pre-specified uniform drawdown period. In contrast, DA and RA
contributions are provided to the RST upfront.
6.
The Trust may also receive “standalone” contributions to the RA and the DA unrelated
to LA contributions. Such contributions could come from contributors that are not in a position to
make LA contributions but that would want to contribute to either or both of the RA and DA. These
contributions would be in the interest of the Trust as they would bolster reserves at the outset and
raise Trust income from investments which adds to net reserves over time. Standalone contributions
would have a fixed maturity, at an investment duration consistent with reliably strengthening Trust
reserve accumulation, where a maturity of 10 years would be preferable. 3
7.
The SDR would be the unit of account for RST financial reporting, and all commitment
of resources to the Loan Account of the RST would be denominated in SDRs, as would be any
contributor claims to the LA, RA, and DA. The SDR denomination of RST claims under borrowing
agreements eliminates exchange rate risk as RST loans are SDR denominated. The SDR denomination
of commitments to the LA ensures the application of uniform upfront contributions to the RA and
DA that are expressed as a fixed percentage of the LA commitment. The SDR as the unit of account
aligns RST financial reporting with the GRA and other accounts of the Fund.

2

It would not matter whether the agreements are technically separate or combined into one single document. The
key terms for each contribution would be the same whichever format is chosen. Separate institutions or agencies of a
member may sign different parts of the member’s contribution package.
3

These contributions would mature before RST loan repayments are completed, which would need to be taken into
account in reviews of the adequacy of RST reserves.
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C. Loan Account and Resources
8.
The LA is the RST’s conduit for lending operations, funded by voluntary commitments
from contributors. Borrowing agreements with contributors would be subject to uniform key
financial terms: in particular, all claims under borrowing agreements would be remunerated at the
SDRi, or lower with the agreement of the contributor, and agreements would provide for the same
maturity structure as RST lending. Loans from the RST to borrowers would be made at the SDRi plus
a modest margin (which varies by country grouping), and some borrowers also pay a service charge
(see below).
9.
Key financial terms of LA borrowing agreements and related conditions and modalities
include:
●

Pass-through principle. As in the PRGT, it is proposed that lending to the RST take place on a
pass-through basis, i.e., the RST would draw on borrowing agreements as needed to finance
disbursements to borrowing members and would repay lenders according to the RSF repayment
schedule. At the time of an RST loan disbursement, the LA makes a drawing on lender(s)’
borrowing agreement(s) which is(are) credited to the LA as RST borrowing, and the LA then
disburses these funds as RST loans to borrowing members . In the same way, all repayments of
principal and payments of interest flow through the LA.

●

Borrowing agreements. Contributors would commit resources under agreements that would
specify the amount of committed LA resources for specified drawdown periods, with the
drawdown period discussed below. Similar to loans made to the PRGT, loans to the RST would
not be revolving.4

●

Loans or notes. Resources contributed to the LA can be provided under loan or note purchase
agreements, depending on the contributor’s preference, and the terms of loan and note
purchase agreements would not differ materially. As in the PRGT, both loan claims and notes
could be made transferable to other RST contributors, Fund members, and prescribed holders of
SDRs.5

●

SDR denomination of RST commitments under borrowing agreements and contributor
claims on the RST. As mentioned above, RST loan commitments under borrowing agreements,
and claims resulting from drawings under RST borrowing agreements would be SDR
denominated. In contrast to the PRGT where the maximum commitment under a borrowing
agreement to the loan accounts can be expressed as the SDR-equivalent of a currency amount,
such commitments would not be possible for the RST owing to the parallel contributions to the
RA and DA that provide for contributions as a fixed percentage of a contributor’s LA

4

Repayments of drawings will not restore pro tanto the amount that can be drawn in the agreement.

5

The PRGT creditors have the right to transfer at any time all or part of any claim to any member of the Fund, to the
central bank, or other fiscal agency designated by any member for purposes of Article V, Section of the Fund’s
Articles of Agreement, or to any official entity that has been prescribed as a holder of SDRs pursuant to Article XVII,
Section 3 of the Fund’s Articles of Agreement.
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contribution. To ensure the minimum percentages of 2 and 20 percent, respectively, the LA
commitment also has to be expressed in SDRs in all agreements, otherwise the SDR value of the
maximum commitment in currency would fluctuate with the fluctuation of SDR basket exchange
rates.
●

Uniform maximum drawdown period. The borrowing agreements would provide for a prespecified uniform drawdown period, i.e., through November 30, 2030. On an exceptional basis,
the Managing Director could agree to shorter drawdown periods where domestic constraints
prevent a member to commit to the November 30, 2030 drawdown period. All contribution
agreements, however, would provide for drawings for encashment purposes for as long as RST
loan claims remain outstanding. Any extension of the drawdown period, or a new drawdown
period under a new resource mobilization round, would require an amendment of the RST
Instrument (and the agreement of individual LA contributors as regards drawings under their
borrowing agreements).

●

Drawings for the benefit of all RST eligible members. Drawings can be made for the benefit
of all RST eligible members. LA contributors would have no bilateral relationships with the
borrowing member; rather the contributor would lend to the RST, and the Fund as Trustee of the
RST, would provide loans to the borrowing member. As in other circumstances of joint donor
funding (e.g., contributions to multi donor accounts), contributors could apply notional
earmarking in cases of domestic limitations regarding support of specific countries. 6

●

Proportionate Drawings. Drawings by the Trustee under loan contribution agreements would
take place with the view of having broadly balanced positions of loan resources among
contributors over time.

●

Media of transactions. Borrowing agreements would provide for drawings in SDR or freely
usable currency, with flexibility under individual agreements as to what media are used for
drawings. Repayment of principal would be in SDR or a freely usable currency, as specified in
individual agreements. Payment of interest would normally be made in SDRs to the SDR account
of the relevant member in the SDR Department, provided that the Trustee and the contributor
can agree on other media of payment.

●

Maturity and grace period. RST loans to borrowing members are proposed to have a maximum
20-year maturity, with repayment of each disbursement in 20 semiannual instalments starting 10
½ years after the disbursement.7 The maturity schedule of claims under LA borrowing
agreements would mirror the scheduled maturity of RST loans. As in the PRGT, borrowing
agreements can provide for shorter, renewable maturity dates, provided that the maturities can
be renewed unilaterally by the Trustee for maximum maturities in line with the repayment
schedule of RST loans.

6

For example, if a member could not support one or several countries, it would have to attribute its share in the
overall Trust to countries unaffected by such limitations.
7

As with other IMF financing, borrowers would have the option to repay early.
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●

Encashability. Borrowing agreements will allow for the early repayment of outstanding claims in
the event a contributor represents that its balance of payments and reserve position justify the
early repayment, and the Trustee, having given this representation the overwhelming benefit of
any doubt, agrees.8 The encashing contributor would have to reopen its agreement for renewed
drawings as soon as its balance of payments has improved sufficiently, as evidenced by the
inclusion of the currency of the member into the Financial Transactions Plan for transfers. The
encashment regime is elaborated below.

●

Interest rates. Lenders’ LA claims on the RST would be remunerated at the SDRi or lower with
the agreement of the contributor. RST borrowers pay an interest rate of SDRi plus a margin
differentiated by different borrower groups. The margin would be subject to periodic reviews. As
discussed in greater detail in paragraph 43 of the main body of the paper, the initial margin is
envisaged as follows: 55 basis points for Group A countries (i.e., PRGT-eligible members that are
not presumed blenders under the Fund’s framework for blended access to PRGT and GRA
resources), 75 basis points for Group B countries (presumed blenders and non-PRGT eligible
small states with per capita GNI below ten times the IDA operational cutoff), and 95 basis points
for Group C countries (non-PRGT eligible members).

●

Interest rate on overdue financial obligations: Overdue principal or interest obligations on
RST loans will be charged interest at the interest rate applicable to the loan claims on which
obligations are overdue from the time they become overdue to compensate the Trust for the
opportunity cost of arrears.9 The interest rate charge on overdue obligations will be subject to a
minimum of the SDRi, which is also the interest rate applied to overdue obligations in the PRGT.

●

Service charge. As discussed in greater detail in Paragraph 41 of the main body of the paper, it is
proposed that a service charge be levied on RST disbursements. Similar to the margin, staff
proposes a tiered system that differentiates among the same three groups of RST eligible
members. Staff proposes that initially RST borrowers in Group B and C pay a service charge at 25
and 50 basis points respectively, while Group A countries would be exempt from a service
charge. Service charges would be reviewed periodically, as part of the periodic reviews of the
operations of the RST or earlier as warranted by circumstances .

●

Net interest income transfers and service charges. The LA would receive interest income from
RST borrowers (at SDRi plus the applicable margin) and make interest payments to RST LA
contributors (at SDRi) whose borrowing agreements have been drawn upon. Margin income and
income from service charges are intended to cover the RST’s administrative costs, with margin
income expected to contribute to the build-up of RST reserves. Margin income will be promptly
transferred from the LA to the RA following the end of each financial quarter, and service charges

8

If a contributor would not want encashability, the borrowing agreement would not include a provision to that effect.
However, all borrowing agreements would authorize drawings to fund possible encashment requests from other
contributors.
9

The PRGT instrument (Section II, paragraph 4(c) imposes interest on overdue obligations (both overdue repayment
of principal and overdue interest payment to the PRGT) equal to the SDRi. Interest will accrue immediately and for the
entire period obligations are overdue.
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will be credited directly to the RA when paid by borrowers on the disbursement date of each
loan.
10.
Interest rate reviews would be undertaken as part of the periodic reviews of the RST, or
earlier if circumstances warrant. The initial margins and service charges would be established at
the time the RST Instrument is approved. The level of the margins would be reviewed at the time of
the periodic reviews of the RST (i.e., normally at three-year intervals) or earlier if circumstances
warrant. In the view of staff, such earlier review should be triggered if the average SDRi were to rise
above 1.5 percent in any 12-month period and if financial market indicators signal that the SDRi is
not expected to decline below 1.5 percent within the coming quarters. An interest rate review could
also be triggered by other unexpected events that have a bearing on the financial sustainability of
the RST. Given the role of margins and of service charges in covering administrative costs and the
role of the margin in building reserves, the considerations guiding reviews would include adequacy
of RST reserves, coverage of administrative costs, and appropriateness of the financial terms to the
borrowers.
11.
As discussed in greater detail in ¶44 of the main body of the paper, an interest rate cap
could be considered at a future review of the RST. A cap for LICs in that group implies that a
negative margin would apply once the SDRi rises above a certain level, with the foregone interest
income (from the shortfall to the SDRi plus the margin on Group A loans) to be funded from the RA.
Such an interest rate cap would only be established, however, in the context of an assessment of the
adequacy of RST net reserves over the lifecycle of the RST and would require prior consultation with
LA contributors.
12.
All borrowing agreements with LA contributors would authorize the Trustee to make
drawings to fund the early repayment of claims under borrowing agreements of other
contributors in case of encashment requests. The right of lenders to early repayment
(“encashment”) of their claims under LA borrowing agreements in the event of balance of payments
or reserves need is a key pre-condition to ensure the reserve asset status of LA claims. 10 Many
potential contributors to the RST have indicated the need for their claims on the LA to have reserve
asset status. Accordingly, the RST instrument requires that all borrowing agreements would authorize
drawings by the Trustee to fund a request for encashment by other contributor(s), irrespective of
whether or not a contributor is interested in the encashability of its own cla ims.11 This requirement
ensures the broadest contributor base to support the reserve asset nature of LA claims. When
drawing under borrowing agreements to finance RST lending, the Trust would leave a buffer (similar
to the practice under the PRGT) for possible encashment requests and take the need for this buffer
into account when mobilizing LA resources. It should be noted that, as under the PRGT encashment
framework, borrowing agreements would remain open for encashment calls for as long as RST loan
10

As for GRA and PRGT borrowing that is subject to encashment, the balance of payments or reserves need that form
the basis for such requests is that of the relevant member. For example, if a central bank is the LA contributor, the
relevant member would be the member of which the central bank is an institution.
11

The maturity schedule of the claim resulting from the encashment call would be the maturity schedule of the
claim(s) for which early repayment was requested.
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claims remain outstanding (i.e., through November 30, 2050, assuming a drawdown period through
November 30, 2030 and a maximum 20-year maturity for RST loans).
13.
An encashing contributor would be required to reopen its agreement for drawings as
soon as its balance of payments and/or reserve position has improved sufficiently. If the
balance of payments/reserves position of the contributor becomes sufficiently strong, as evidenced
by the member’s inclusion in the Financial Transactions Plan for use of the Fund’s holdings of its
currency in GRA purchase transactions, any undrawn portion of its borrowing agreement would
again become available for drawings, including encashment calls by other lenders for as long as RST
loan claims remain outstanding. Such drawings would be made with the objective of having broadly
balanced position among contributors over time.
14.
In the event of overdue obligations by RST borrowers, claims under LA contribution
agreements would be repaid with RA resources according to the original maturity schedule for
interest and principal payments. Only if an extreme tail risk event materializes that depletes the RA
would DA resources be used as a backstop (see section D below). Upon clearance of arrears, the
resulting payments to the RST would be directed to the DA and RA, with any such repayments first
allocated to the DA for any amounts of DA principal used from that account to repay LA
contributors. As with the PRGT, no rescheduling of RST loans by the Trustee will be permitted.
Interest at the SDRi plus the relevant margin would be charged on any overdue interest or principal
from the date the obligation becomes overdue (see above).
15.
Similar to the PRGT, the RST’s accounting policies will have a framework for assessing
the credit quality of outstanding RST loans, which will determine the provisions for credit
losses, if any. The credit quality assessment of outstanding loans would be grounded in the context
of the nature of the RST’s lending and the unique institutional status of the IMF, as Trustee. This
includes the credit risk management practices discussed above, interest on overdue repayments and
interest, and the envisaged de facto PCS of the RST. Taken together, these factors are expected to
significantly reduce the likelihood of the RST recognizing a provision for credit losses in its financial
statements.12

D. Reserve Account and Deposit Account
Reserve Account
16.
The RA is the RST’s principal financial buffer to manage financial risks and protect
contributors’ claims on the RST, and to cover the RST’s administrative costs. If needed, the RA
would be available to fund temporary interest and principal arrears, and to absorb provisions for
credit losses and potential ultimate credit losses (write-offs). The RA would also cover the costs of

12

Provisions will be recorded in the loan accounts and transfers would be made from the RA or DA in tail risk ev ents.
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administering the RST through reimbursement of the GRA. The key features of the RA and the
contributors’ RA claims include:
●

Resources. The resources of the RA consist of (i) upfront unremunerated contributions by
contributors in proportion (a minimum of two percent) to their respective LA commitments 13, (ii)
any additional standalone unremunerated contributions to the RA unrelated to an LA
contribution (see next bullet), (iii) transfers of net interest income from the LA, (iv) service charge
income paid by borrowers of RST loans; (v) investment earnings on RA balances; (vi) transfers of
excess investment earnings from the DA; and (vii) transfers of payments of overdue principal or
interest from the LA. The minimum RA principal contribution is 2 percent of total LA
commitments, provided that contributors would be able to provide higher contributions in
excess of the 2 percent minimum.

●

Standalone contributions. The RST Instrument would authorize standalone contributions to the
RA. This authority is intended for contributors that are generally not in a position to contribute to
the LA but would like to support the RST for the purposes of reserve build up and credit
protection. Standalone contributions would have a fixed maturity with a preferred maturity of 10
years in view of the RST investment strategy. They are subject to the same risk of principal loss as
any other RA contribution for as long as the standalone RA contribution is outstanding.

●

No reserve asset status. Reserve Account contributions would not be encashable and would not
count as international reserve assets of contributors. RA contributors do not have the right to
request early repayment of their contributions in the event of a balance of payments need.

●

Principal RST buffer. RA resources are the principal financial buffer in the case of arrears on
Trust loans, including for provisioning. In particular, RA resources (by way of a transfer of
resources to the LA) would be used first in the case of overdue obligations on RST loans (see
above) to ensure continued payments of interest and principal under LA borrowing agreements
in accordance with the repayment obligation schedule of RST loans. If RA resources are used for
payment of interest or principal to LA contributors, the payments by RST borrowers to clear any
overdue obligations funded by the RA would be directed to the RA, provided that if payments
had also been made from the DA principal because RA resources had been exhausted (if an
unforeseen extreme tail risk events were to materialize), any such payments from arr ears
clearance would first be directed to the DA until any principal amounts used from the DA for that
purpose have been replenished. Any provisioning for accounting purposes (for example, as a
requirement under IFRS 9) would also be first charged against the LA, and corresponding
amounts would be transferred from the RA.

●

Administrative expenses. RA resources would be used to cover administrative expenses. This is
not expected to affect the reserve accumulation from RA contributions as margin and service
charge income are expected to more than cover administrative expenses. (see Section X of main
body of the paper).

13

While contributors’ domestic frameworks vary, it is expected that such reserve contributions, which could count as
financial investments rather than outright spending, would typically involve some form of budgetary authorization.

74

INTERNATIONAL MONETARY FUND

PROPOSAL TO ESTABLISH A RESILIENCE AND SUSTAINABILITY TRUST

●

Investment of RA resources. The RST Instrument would provide for the authority of the
Managing Director of the Trust to invest RA assets, pending their use, in accordance with
guidelines approved by the Executive Board.

●

Distribution mechanism and contributor share. The resources of the RA are to be distributed
at the time of liquidation of the RST, or at such earlier time as the Trustee decides (see below).
Each contributor has a calculated share in the RA that is based on (i) its original principal
contribution, (ii) attributed net investment earnings/losses on calculated share, (iii) any transfers
of excess investment returns from the DA attributed to its contribution following the repayment
of the DA principal contribution, (iv) amounts related to repayment of overdue obligations where
the payments to LA contributors were funded with DA investment earnings, with such resources
to be attributed among RA contributors based on the share of a contributor in the DA, and (v)
use of RA resources to make payments on overdue obligations to LA contributors, and payment
of administrative expenses, proportional to each contributor’s overall share.14

●

Terminal distribution. At liquidation of the RST, following repayment of all LA claims under
borrowing agreements, and the maturity of the DA and the associated transfer of excess
investment income to the RA, each contributor would receive its calculated share in the total
assets of the RA. Contributors would have flexibility to direct their share in the terminal
distribution to other IMF-administered Trusts.

●

Early distribution. It is proposed that the Trustee may decide on an early partial distribution of
RA resources to all contributors, in proportion to their share in the account, if it determines that
the coverage from net reserves of the remaining RST loans justifies an early distribution. Such
decision would be based on an assessment of both RA resources and excess investme nt returns
in the DA, which constitutes the net reserves of the RST. Early distribution from the RA could
become relevant in the final years of the RST when outstanding loan claims are being largely
repaid and when reserves have grown as expected (see below on sequencing of RA and DA
distributions if the Trustee decided to reduce RST reserves). Contributors would have flexibility to
direct their share in the early distribution to other IMF-administered Trusts or their own accounts.

Deposit Account
17.
The purpose of the DA is to generate additional reserves for the Trust and to minimize
any residual risks to contributors’ claims on the RST. Specifically, the DA (i) bolsters gross
reserves upfront, including in the early years when RA balances are still modest; (ii) invests its assets
to generate investment earnings above the SDRi over time with a view to building sizeable additional
net reserves by the time borrowers start repaying their RST loans; and (iii) in unforeseen extreme tail
risk events, acts as a backstop to the RA by providing an orderly mechanism for pooling any residual
risks to contributors’ total claims on the RST. Its key features include:

14

If the institution / agency of a member contribution to the RA is different from the institution / agency of the same
member contributing to the LA, the amount of DA net investment earnings attributed to the latter would be counted
toward the former’s share in the RA.
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●

Funding. The DA would be funded upfront by long-term deposits that are denominated in SDR
from LA contributors in proportion to their LA commitments. Each LA contributor would be
expected to make a DA deposit equivalent to at least 20 percent of its LA commitment. DA
contributions at higher percentages would be permitted.

●

Standalone contributions. The RST Instrument would authorize standalone DA contributions.
Such contributions are generally intended for members that are not LA contributors. Standalone
contributions would have a fixed maturity with a preferred maturity of 10 years based on the
investment horizon of DA assets, and the remuneration could not exceed the SDRi.

●

Remuneration. As with LA claims, lenders’ claims on the DA would be remunerated at the SDRi
(or lower) with interest paid following the end of each quarter.

●

Investment of DA resources. DA resources would be invested in liquid, high-quality assets that
aim at generating investment income in excess of the SDRi to build additional net reserves over
time while also allowing for the possibility of encashment. The RST Instrument would provide for
the authority of the Managing Director of the Trust to invest DA assets under guidelines
approved by the Executive Board.

●

Backstop to the RA. Only in an extreme tail risk scenario that causes large financial losses where
the resources available in the RA are insufficient would the DA resources be used for credit
protection. This backstop function is as follows: if RA resources were exhausted, DA resources
could be relied upon to make payments due to contributors, using all excess investment returns
before using DA principal. When RST borrowers clear any overdue obligations, they would first
be allocated to the DA. Once DA principal is fully replenished, clearance of overdue obligations is
directed to the RA. To limit the potential for a reduction in DA principal for any contributor, the
use of excess returns would be attributed to each DA contributor according to its share in the
total excess returns of the DA, and a corresponding addition would be made to its RA
contribution. If necessary, any use of principal for a contributor would be made according to its
share in total DA principal claims, with replenishment of the DA allocated on the same basis. In
cases of provisioning (reflecting an increase in the probability of an ultimate loss), non-cash
transfers from the DA to the LA would be made to ensure the LA is made whole. As permitted
under IFRS 9, provisions can be reversed when credit quality improves (i.e., the probability of
protracted arrears and/or an ultimate loss decreases), resulting in the reversal of the non-cash
transfers between the DA and LA. In attributing losses for encashment of DA principal, any such
provisions would be allocated first to excess investment earnings, and then to DA principal,
according to the same approach as outlined above. This DA backstop function further reduces
any residual risks to contributors’ total claims on the RST by providing an orderly bur den-sharing
mechanism for risk pooling in extreme tail risk events (see Box ). Given the RST’s multilayered
credit risk management framework, including the envisaged de facto PCS, the likelihood of the
residual backstop function being applied is expected to be extremely low (see Section VI on
stress simulations).

●

Encashability. DA contributors would have the right to request early repayment of their DA
principal prior to maturity, net of any attributed losses or excess investment returns if the
contributor represents that its balance of payments and reserve position justify the early
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repayment, and the Trustee, having given this representation the overwhelming benefit of any
doubt, agrees. 15 Any excess investment income attributed to the encashing contributor would
remain in the DA pending DA maturity or the completion of early distribution of the DA principal
or the activation of the DA backstop function to cover payments to LA contributors , at which
time it would be transferred to the RA as the RA contribution of that contributor.
●

Encashment operations. The encashment request would be funded by a liquidation of DA assets
equivalent to the principal amount of the deposit, net of any attributed losses.16 Investment
earnings attributed to the deposit and retained in the DA would not be returned in the event of
an encashment call; rather they would be retained in the DA and accounted for as the remaining
share of the contributor. Investment returns on such undisbursed excess investment returns and
other DA receipts (whether from the reversal of provisioning or repayment of overdue
obligations where payments to LA contributors were funded with DA principal contributions)
would continue to accrue notwithstanding the encashment. While encashment can reduce the
amount of a contributor in the account, it does not eliminate the status of a DA contributor.

●

Reconstitution of DA resources following encashment. If the balance of payments and
reserves position of the relevant member that has encashed its DA contribution becomes
sufficiently strong again (as evidenced by the member’s inclusion in the Financial Transaction
Plan for use of the Fund’s holdings of its currency in GRA purchase transactions), the contributor
would have to reconstitute its deposit in a timely manner for an amount equivalent to the SDR
value of the amount received under the encashment.

●

Reserve asset status. Lenders’ claims on the DA would count as their international reserves
based on the RST’s multilayered risk management framework, investment in high-quality
(investment grade) assets, and the encashability of DA claims. 17

●

Maturity. The maturity of DA contributions would be based on the maximum final maturity of
loans funded under the RST resource mobilization round. With a proposed drawdown period
through end-November 2030 of the first round and a maximum loan maturity of 20 years, the
uniform maturity date of the DA contributions in the initial round of contributions would be endNovember 2050. This uniform date would also apply in exceptional cases where the drawdown
period under an individual LA contribution agreement would be shorter than end --November
2030 due to domestic constraints. Having a uniform maturity date ensures that the risks resulting
from RST lending are shared equitably among all contributors, independent of the timing of
when loans were drawn.

15

Some contributors might not require their DA claims on the RST to be encashable reserve assets. This can be
stipulated in individual contribution agreements.
16

In an extreme tail risk situation of an encashment at a time when the DA had played a backstop role, there would
only be a loss of principal if excess investment returns in the DA had been insufficient, in which case any loss in DA
principal would be attributed to the enchasing contributor in proportion to its share in total DA principal. W hen the
DA is replenished after serving as a backstop, there would also be a replenishment of that portion of the DA principal
of the encashing contributor that was not available for encashment.
17

Some countries’ central banks may also require government guarantees to back their loans and deposits in the RST.
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●

Distribution of DA principal at maturity. At the time of maturity, the principal amount of the
original deposit is returned to a creditor, net of any attributed losses. Any investment returns
attributed to the deposit would be transferred to the RA and counted as a contribution of the
contributor to that account. The maturity of the deposit would normally coincide with the
liquidation of the RST unless the Trustee decides on a future loan mobilization round that
extends the life of the RST beyond end-November 2050. In that context, it would need to be
decided whether the DA is maintained and whether contributors could extend their deposit
beyond its original maturity. This would be done through an amendment of the RST.

●

Early distribution of DA principal. Prior to maturity of the DA deposits, the Trustee could
decide on an early distribution of part or all of DA principal contributions if such distribution is
justified based on the net reserve coverage of RST loans on a prudent forward -looking basis. As
the DA serves as a backstop to the RA, any reserve distribution would be first done from the DA
and attributed to the principal amount of deposits. If DA principal is fully repaid, excess
investment earnings attributed to each DA contributor would be transferred to the RA and
attributed to the RA share of the contributor. An early RA distribution would be made to all
contributors in proportion to their calculated shares in the account as discussed above.

●

Termination. In the event of liquidation of the Trust, the DA contributors would receive their
principal net of any attributed losses. All remaining accumulated DA excess investment earnings
would be transferred to RA and be distributed as discussed above.
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Annex IV. Box 1. Enhanced Risk Management through the Deposit Account
The DA is an integral element in the proposed financial architecture of the RST. The purpose of the DA
is to endow the RST upfront with sufficient reserves, generate investment earnings to build the Trust’ net
reserves over time, and to ensure an orderly pooling of residual risk across contributors in unforeseen
extreme tail events. Taken together, these features significantly reduce any residual risks to contributors’
total claims on the RST. Contributions to the DA will preserve their reserve asset status given their
investment in high-quality assets and contributors’ ability to encash their contributions upon representation
of a balance of payments or reserves need.
Ensuring adequate reserve coverage from Day One. Compared with DA resources, RA resources are
scarcer and more time-consuming to mobilize in large quantities, including because contributors cannot
count their RA claims as reserve assets. By endowing the RST with ample reserves right from its inception,
the DA facilitates speedy implementation of the RST.
Generating additional net reserves over time. The DA resources would be invested in high-quality assets,
while maintaining sufficient liquidity to meet potential encashment to ensure the reserve asset nature of
contributors’ DA claims. The excess returns, i.e., investment income exceeding the SDRi paid on contributors’
DA principal, would build up additional net reserves (defined as the RA balance plus cumulative DA excess
returns) over time. As excess returns would be retained in the DA for further investments, they would benefit
from a compounding impact. They would also protect the contributors’ DA principal against potential
impairment from credit events and investment losses.
Backstop to the Reserve Account. The RA is the RST’s principal financial buffer to manage credit and
liquidity risks, and cumulative excess DA investment returns provide an additional layer of protection. The
DA’s backstop function to the RA further minimizes creditors’ risk to their total claims on the RST by setting
aside a share of contributors’ total loaned resources for an orderly risk pooling mechanism.



In a hypothetical scenario with unforeseen extreme tail risk events that cause large financial losses
exceeding the RA balances, the book value of contributors’ claims on the DA would be temporarily
reduced, first using the pool of DA investment returns (in proportion to the attributed share of each
contributor in those returns) and then by using the DA principal. This minimizes the chances of DA
principal value being reduced even in an already remote hypothetical scenario. In the absence of this
backstop function, such extreme tail events could imply an uneven impact on contributors because at
any given time, contributors’ loan claims may not be fully harmonized relative to LA commitment shares.
As a result, in such a tail risks scenario, the total claims on the RST of some contributors could be
reduced by more than would be the case with the burden-shared DA backstop function. Given the RST’s
multilayered credit risk management framework, including the envisaged de facto preferred creditor
status (PCS), net reserves are expected to be more than sufficient to absorb a broad range of severe
adverse events, including a combination of reduced investment income, encashment, and sizable arrears
and credit losses (see Section VI), making the application of the backstop function extremely unlikely.



The backstop is designed to protect the principal in the Deposit Account. Before tapping DA
principal, the excess investment returns in the DA would be fully utilized, providing a significant buffer
for that principal. Moreover, as soon as there is a reversal of financial losses (e.g., arrears repayments by
any borrower), any reduction in the DA principal would be replenished first.

INTERNATIONAL MONETARY FUND 79

PROPOSAL TO ESTABLISH A RESILIENCE AND SUSTAINABILITY TRUST

Annex V. Demand Projections and Financing Scenarios
Demand Projections
Total baseline demand for RST financing is estimated at SDR 22 billion based on the stylized
assumptions below:
a.

A subset of eligible countries with past IMF programs would request RST financing (Annex
V Table 1 below). Of the 143 RST-eligible countries (i.e., countries with 2020 GNI per capita below
10 times the IDA operational income cutoff and countries that have a population size of less than
1.5 million and GNI per capita below 25 times the IDA operational cutoff), it is assumed that all of
those that had a UCT-quality program (as defined above) over the past 10 years would come
forward for RST financing. Applying this assumption leads to 70 countries seeking RST financing.
These are reflected in the illustrative demand scenario.

b. Individual country access is assumed at 100 percent of quota for most countries, subject to a
nominal cap on access of SDR1 billion. Countries with quotas greater than 3 percent of their
respective nominal GDP, are assumed to receive access of 50 percent of quota. Countries with
Flexible Credit Lines in the last decade that meet the income eligibility criteria are not assumed
to request access under the baseline.
Countries pay interest following a tiered interest rate structure (SDRi plus margin) that groups
eligible countries into three categories. The SDRi is assumed to rise over time, stabilizing at 3 percent
by year 9 of the projection period.
●

Group A countries are all PRGT-eligible countries that are not presumed blenders. 1 This group
pays a margin of 55 basis points above the 3-month SDRi and would be exempt from any service
charges on RST disbursements.

●

Group B countries would include all “presumed blenders” (of PRGT and GRA resources) and all
small states (below 1.5 million inhabitants) with per capita GNI below ten times the IDA
operational income cutoff. This group would pay a margin of 75 basis points above SDRi and
would be subject to an upfront one-time service charge of 25 basis points levied on each RST
disbursement.

●

Group C countries would include all other RST-eligible countries, i.e., all eligible (non-small) MICs
and all small states with income above ten times the IDA operational income cutoff. This group
would pay a margin of 95 basis points above SDRi and would be subject to an upfront one -time
service charge of 50 basis points on each RST disbursement.

1

In addition, while Syria is not currently PRGT-eligible, given that Syria’s latest available GNI per capita is below the
threshold for entry on to the list of PRGT-eligible members, staff proposes that Syria also be included in Group A.

80

INTERNATIONAL MONETARY FUND

PROPOSAL TO ESTABLISH A RESILIENCE AND SUSTAINABILITY TRUST

Annex V. Figure 1. Interest Rates Paid by Resilience and Sustainability Trust Borrowers Under
Tiered Rates 1
Margins Above SDRi Paid by RST Borrowers
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The horizontal axis indicates years of RST operations. The SDRi interest rate is assumed to rise then stabilize at 3%
from year 2030. Group A includes PRGT-eligible countries that are not presumed blenders; group B includes
presumed blenders and small states with GNI per capita below 10 times the IDA threshold; group C includes all other
eligible members that are not included in groups A or B.

Financial Model
Starting off from the above demand estimate and interest rate structure, staff has developed an
illustrative financial model with the following features:
●

Demand for RST financing. SDR 22 billion, disbursed evenly over the first five years of the Trust.

●

Loan terms. 20-year final maturity; 10½-year grace period; borrowers pay the tiered interest
rates and service charges depending on the country group they belong to.

●

Contributions. Contributors sign contribution agreements with three parts —a loan contribution;
a reserve account contribution; and a deposit contribution. It is expected that the bulk of the
contributions would be in SDRs, but the provision of loan resources in freely usable currencies
would also be possible.

●

Loan Account (LA). Total loan commitments are assumed to cover the projected demand and a
20 percent encashment buffer (SDR 27 billion); the SDRi rate is paid to lenders on drawn loan
commitments.

●

Reserve Account (RA). Initial funding through upfront reserve injections equivalent to 2 percent
of contributors’ respective loan commitments. Reserve balances increase over time from RST
lending margins and investment returns, net of administrative costs. 2 Balances in the DA are
invested and earn returns at SDRi + 45 basis points.

●

Deposit Account (DA). Funded upfront by long-term deposits provided by contributors,
remunerated at the SDRi. The initial balance of DA would be equivalent to 20 percent of each

2

Annual administrative costs are assumed at a hypothetical SDR 25 million for purely illustrative purposes to ensure
that the financial model can absorb such costs, and will be re-estimated following a detailed assessment.
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contributor’s loan commitment. Balances in the DA are invested and earn returns at SDRi +
basis points.
●

Gross and net reserves. The RST’s gross reserves consist of the total balances in the RA and the
DA. Net reserves are defined here as gross reserves net of the DA principal liability, which is
equivalent to the RA plus any cumulative excess DA investment returns (i.e., returns in excess of
SDRi paid to contributors as remuneration).

Financial Stocks and Flows—Baseline
The baseline scenario tracks the evolution of financial stocks and flows over time using the above
demand projections and financial design features.
●

Lending operations. Disbursements are assumed to be made at equal installments of SDR 4.4
billion annually for a period of five years; credit peaks at SDR 22 billion; amortization starts in
year 11; annual debt service due to lenders peaks at SDR 2.7 billion; all loans are fully repaid after
25 years.

●

Reserve Account. RA balances start at SDR 544 million and grow over time from lending
margins and investment returns, reaching SDR 1.8 bn in year 11 when amortization of RST loans
starts. The terminal value after 25 years
Annex V. Figure 2. Resilience and
(excluding cumulative DA excess investment
Sustainability Trust: Stylized Lending
returns) would total SDR 3.4 billion.
Example

●

Deposit Account. Lenders deposit upfront
SDR 5.4 billion in the DA; balances are
invested in high-quality, liquid assets, and
grow to SDR 5.8 billion by the time
amortization of RST loans starts and to SDR
6.4 billion after 25 years, based on excess
investment returns above remuneration of
lenders at the SDRi.

●

Gross reserve coverage. Gross RST reserves
(RA + DA) cover at least 35 percent of credit
outstanding in the repayment period (years
11-25), and more than 3 times debt service.
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●

Net reserve coverage. Net reserves (RA balances plus cumulative excess DA investment returns,
i.e., gross reserves net of DA principal), are at least SDR 2.2 billion during the repayment period
(years 11-25), providing a buffer before the DA principal would be affected by potential arrears.
Net reserves cover at least 10 percent of total credit outstanding and one year’s worth of total
debt service.

●

Terminal value. The “terminal” value of the Trust (i.e., net reserves after 2 years when all loans
have been repaid), would be SDR 4.3 billion, an eight-fold increase from inception. However, this
is based on the stylized assumption that there is no further RST lending after the first 5 years,
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while net reserves continue to build over that time. This is unlikely to materialize in practice
because (i) the RST might see further rounds of borrowing and lending and/or (ii) margins would
be reduced once adequate reserve coverage is reached.
Annex V. Figure 3. Resilience and Sustainability Trust Reserve Accumulation
and the Components of Net Reserves 1
(In SDR million)
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Balance (stock) of net reserves versus flow of its components (net lending income, net return on Reserve Account, net return on Deposit Account,
and administrative expenses).

Adverse Events
To stress-test reserves under a range of adverse events, the bas eline assumptions were modified in a
few illustrative hypothetical examples (see Annex V Table 3):
●

Lower returns. If investment returns for the RA and the DA are 20 basis points below the
baseline assumptions, it will not significantly affect minimum reser ve coverage ratios during the
repayment period. The minimum net reserve cushion in the repayment period would fall from
SDR 2.2. billion under the Baseline to SDR 2.0 billion.

●

Temporary arrears. If 10 percent of debt service (principal and interest) is not paid for five years
(years 8-12), and arrears are cleared thereafter, the minimum total reserve coverage ratio over
credit outstanding would decline from 35 percent to 34 percent. A net reserve cushion of at least
SDR 1.8 billion would remain available during the repayment period to cover any additional
arrears before DA principal would be affected. Debt service coverage ratios would not be
significantly affected.

●

Permanent credit losses. If 10 percent of principal due in the first five years of the repayment
period (years 11-15) is never repaid, it would not significantly affect minimum reserve coverage
ratios. The minimum net reserve cushion in the repayment period would decline modestly to
SDR 2.1 billion.

●

Encashment by a lender. If one contributor encashes its entire loan and DA principal in one
year, it would not significantly affect minimum reserve coverage ratios of the Trust.
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●

Combined adverse events. If all the above adverse events were to materialize, it would have the
most negative impact on the trust relative to the other scenarios. Despite this, the minimum total
and net reserve coverage ratios to credit outstanding would decline from 35 and 10 percent to
32 and 7 percent, respectively. A net reserve cushion of at least SDR 1.5 billion would remain
available during the repayment period to cover any additional losses before DA principal would
be affected.

Additional Sensitivity Analysis
Additional illustrative examples provide ranges of plausible developments under alternative
assumptions:
●

Uniform margin on lending. If the interest margin paid by borrowers is uniformly 75 basis
points, minimum total reserve coverage relative to credit outstanding improves modestly. A net
reserve cushion of at least SDR 2.3 billion would remain available during the repayment period.

●

Lower administrative costs. If annual administrative costs are SDR 18 million rather than the
hypothetical SDR 25 million assumed in the baseline, it would not significantly affect minimum
reserve coverage ratios.

●

Default by largest borrower. A permanent default by two of the largest borrowers on interest
and principal due during the repayment period (SDR 2 billion) would have a moderate impact on
minimum reserve coverage ratios relative to credit outstanding (as cr edit outstanding is assumed
to decline in the outer years), but the minimum reserve coverage ratios relative to debt service
would decline more substantially. The minimum net reserve cushion to cover any additional
arrears would decline to only SDR 0.8 billion vs. SDR 2.2 billion in the baseline.

●

Higher demand by borrowers. If demand by borrowers is 25 percent greater than assumed in
the baseline, reserve coverage ratios would marginally improve. The net reserve cushion during
the repayment period would be SDR 2.8 billion (compared to SDR 2.2 billion in the baseline).

Lower demand by borrowers. If demand is 25 percent lower than in the baseline, reserve coverage
ratios would marginally decline. The net reserve cushion during the repayment period would be at
least SDR 1.5 billion (compared to SDR 2.2 billion in the baseline).
In addition to the robustness of reserves vis-à-vis cash flow risks, it is also expected that projected
resources in the RA would comfortably absorb any required provisions for credit losses under
baseline and stress simulations for calculating expected credit losses (ECL) under accounting
standards. Using the Fund’s existing ECL calculation model as a proxy for the RST, a number of highlevel simulations were run to determine the extent of provisions for credit losses. The simulations
were run at a point in time in the projected baseline for loan demand when credit outstanding is at
its peak at SDR 22 billion. For each simulation and according to the model, the RST loan portfolio
was allocated into three buckets; (i) unchanged credit quality; (ii) deteriorated credit quality (i.e.,
significant increase in credit risk); and (iii) default (i.e., protracted arrears). Probability-weighted losses
for each bucket were calculated for three scenarios; (i) baseline (i.e., on-time payments); (ii)
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protracted arrears cleared after 7 years; and (iii) ultimate failure to pay, to arrive at total ECL. 3 In the
baseline and stress simulations (which reflect conservative assumptions of portfolio credit quality
relative to the Fund’s experience of arrears cases) estimates of total ECL range from 0. percent to 22
percent of the projected minimum RA balance (SDR 0.54 billion), indicating that resources in the RA
as estimated in the illustrative example would be more than adequate to absorb ECL under
impairment assessments, implying that the DA principal would not be affected by credit losses even
in such severe stress scenarios.
Annex V. Table 1. Country Groups and Estimated Demand
Group

1

No. of eligible

Countries Used to

2

3

countries

Estimate Demand

A
51
B
27
C
65
Total
143
Source: Finance Department.

31
12
27
70

Total demand 4
(SDR Bil.)
5.60
4.32
12.03
21.95

1

Group A consists of PRGT-eligible countries, excluding presumed blenders.
Group B includes presumed blenders and small states with GNI per capita
below 10 times IDA cutoff. Group C includes eligible countries that are not in
2

Based on the eligibility criteria effective upon Board approval of the RST,
including Syria, which is expected to become PRGT eligible on March 18, 2022.
3

To estimate demand, the 143 eligible countries are screened for those that
have had a UCT program in the last 10 years. Eligible FCL countries are
4
Baseline demand estimates assume an eligible country would borrow at 100
percent of quota on average with a nominal cap of SDR 1 billion. However, an
eligible country, whose quota is higher than 3 percent of its nominal GDP, is
assumed to borrow at 50 percent of the quota.

3

It is envisaged that interest would be charged on overdue RST obligations at the country-specific interest rate,
subject to a minimum interest charge of the SDRi (Section III.G and Annex IV). This would minimize the impact of time
value money loss due to arrears that would ultimately be repaid.
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Annex V. Table 2. Countries by Group1
Group A

1

Group B

Group C

1
2

Afghanistan
Burkina Faso

1
2

Bangladesh
Belize

1
2

Albania
Algeria

3

Burundi

3

Benin

3

Angola

4
5
6

Cabo Verde
Central African Republic
Chad

4
5
6

Bhutan
Cambodia
Cameroon

4
5
6

Antigua and Barbuda
Argentina
Armenia

7
8
9

Democratic Republic of Congo
Djibouti
Dominica

7
8
9

Comoros
Côte d'Ivoire
Equatorial Guinea

7
8
9

Azerbaijan
Bahamas, The
Barbados

10
11
12

Eritrea
Ethiopia
Gambia, The

10
11
12

Eswatini
Fiji
Ghana

10
11
12

Belarus
Bolivia
Bosnia and Herzegovina

13
14
15

Grenada
Guinea
Guinea-Bissau

13
14
15

Guyana
Honduras
Kenya

13
14
15

Botswana
Brazil
Bulgaria

16
17
18
19

Haiti
Kiribati
Kyrgyz Republic
Lesotho

16
17
18
19

Lao P.D.R.
Mauritius
Moldova
Montenegro, Rep. of

16
17
18
19

China
Colombia
Costa Rica
Cyprus

20
21
22

Liberia
Madagascar
Malawi

20
21
22

Nicaragua
Papua New Guinea
Senegal

20
21
22

Dominican Republic
Ecuador
Egypt

23

Maldives

23

Solomon Islands

23

El Salvador

24
25

Mali
Marshall Islands

24
25

Suriname
Timor-Leste

24
25

Estonia
Gabon

26
27
28
29

Mauritania
Micronesia
Mozambique
Myanmar

26
27

Uzbekistan
Vanuatu

26
27
28
29

Georgia
Guatemala
India
Indonesia

30
31
32

Nepal
Niger
Republic of Congo

30
31
32

Iran
Iraq
Jamaica

33
34

Rwanda
Samoa

33
34

Jordan
Kazakhstan

35

São Tomé and Príncipe

35

Kosovo

36
37
38

Sierra Leone
Somalia
South Sudan

36
37
38

Lebanon
Libya
Malaysia

39

St. Lucia

39

Malta

40
41

St. Vincent and the Grenadines
Sudan

40
41

Mexico
Mongolia

42

Syria

42

Morocco

43
44
45

Tajikistan
Tanzania
Togo

43
44
45

Namibia
Nauru
Nigeria

46
47
48

Tonga
Tuvalu
Uganda

46
47
48

North Macedonia
Pakistan
Palau

49
50
51

Yemen
Zambia
Zimbabwe

49
50
51
52

Panama
Paraguay
Peru
Philippines

53
54
55

Russian Federation
Serbia
Seychelles

56

South Africa

57

Sri Lanka

58

St. Kitts and Nevis

59
60

Thailand
Trinidad and Tobago

61

Tunisia

62
63
64

Turkey
Turkmenistan
Ukraine

65

Vietnam

This reflects the grouping of countries based on the eligibility criteria effective upon Board approval of the RST.
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Annex V. Table 3. RST – Projected Balances and Reserve Coverage under Various Scenarios
million, unless otherwise noted)
(SDR million,(In SDR
unless
other otherwise noted)
Adverse events
Baseline

Resource Mobilization and Demand
Total resources needed
Loan resources, including encashment buffer
Initial cash capital contribution to Reserves Account 8
Upfront investment to Deposit Account 9
Demand from borrowing countries 10
of which group A
of which group B
Peak credit outstanding
Peak annual debt service to lenders (interest and repayments)
Peak stock of arrears (interest and principal)
Reserves
Reserve Account balance at start of repayment period 11
12
Deposit Account balance at start of repayment period
Minimum total reserves in repayment period 13
Minimum net reserves in repayment period 14
15
Minimum reserve coverage ratios (in percent)
Total reserves to credit outstanding
Net reserves to credit outstanding
Total reserves to debt service
Net reserves to debt service

Additional sensitivity analysis

Interest and
payment
3
arrears

Permanent
default on
4
principal

Encashment
of one
contributor5

Combined
adverse
events6

Lower
demand

Uniform
margin on
lending7

Lower
administrative
costs

Default
by large
4b
borrowers

Higher
demand

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
-

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
-

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
503

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
659

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
-

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
1,161

24,905
20,414
408
4,083
16,463
4,199
3,240
16,463
2,017
-

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
-

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
-

33,207
27,219
544
5,444
21,951
5,598
4,320
21,951
2,689
2,104

41,509
34,024
680
6,805
27,439
6,998
5,400
27,439
3,361
-

1,843
5,754
7,597
2,154

1,818
5,614
7,433
1,989

1,486
5,754
7,240
1,797

1,799
5,754
7,554
2,110

1,843
5,521
7,365
2,155

1,418
5,384
6,693
1,484

1,303
4,316
5,619
1,536

1,943
5,754
7,698
2,254

1,937
5,754
7,691
2,247

1,572
5,754
6,267
823

2,383
7,193
9,576
2,771

35
10
302
100

35
9
293
91

34
8
300
94

35
10
285
82

34
10
293
99

32
7
266
71

35
10
297
94

36
10
312
110

36
10
307
104

34
9
261
41

36
10
305
103

0.45%
0.45%

0.25%
0.25%

0.55%
0.75%
0.95%
25.0
-

0.25%
0.25%
0.75%
0.75%
0.75%
18
944
234
503
659

944
234
503
659

(2,375)

1

For illustrative purposes, all RST loans are assumed to be evenly disbursed in the first five years, and there are no future loan mobilization rounds. Each loan has a 20-year maturity and 10-year grace period. Terminal balances are
calculated as the residual financial assets 25 years after inception of the Trust. Lenders are remunerated at SDRi rate which is expected to normalize at 3% in medium to long term.
2

Values in red represent the variables being shocked under the various scenarios.

3
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Baseline with temporary arrears on 10% of principal and interest payments in years 8-12, all repaid in year 13.
Baseline with permanent default on 10% of principal repayments over years 11-15.
4b
Baseline with permanent default by two largest borrowers on interest and principal starting in year 11.
5
Assuming an encashment by one contributor of the entire loan and deposit principal in year 7.
6
Assuming lower returns, temporary arrears on 10% of principal and interest payments in years 8-12 (repaid in year 13), default on 10% or repayments in years 11-15, and encashment by one contributor of the entire loan and deposit
principal in year 7.
7
Assuming all borrowers pay the same margin of 75bp over SDRi rate on their borrowings.
8
Assuming all lenders contribute 2% of their loan commitments in the first year of operations.
9
Assuming all lenders deposit an amount equivalent to 20 percent of their loan commitment in the Deposit Account. Deposits are remunerated at the SDRi and the principal is returned at termination.
10
Group A includes PRGT-eligible countries that are not presumed blenders, group B includes presumed blenders and small states with GNI per capita below 10 times IDA threshold, and group C includes all other eligible members that are
not included in groups A or B. Group A borrowers pay SDRi rate plus a margin of 55pb up to a cap of 2.25%, group B borrowers pay SDRi plus 75bp and 25bp service charge on drawings, and group C borrowers pay SDRi rate plus 95bp and
50bp service charge on drawings. Demand projections are based on a subset of eligible countries which had a UCT-quality arrangement in the past 10 years.
4

11

Reflecting initial cash capital and cumulative net income on lending and investment returns, net of administrative costs and, if applicable ultimate credit losses. Return assumed at 45bp above SDRi under the baseline and 25bp above SDRi
under adverse scenario.
12

Reflecting principal of initial deposits, cumulative excess investment earnings above SDRi, and, if applicable, any outstanding encashment or ultimate credit losses not covered by the Reserve Account. Return assumed at 45bp above SDRi
under the baseline and 25bp above SDRi under adverse scenario.
13
14
15

Reserve Account and Deposit Account balance, starting from year 11.
Reserve Account and cumulative net income earned on Deposit Account balance, starting from year 11.
Starting from year 11.
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Assumptions
Return on the Deposit Account above SDRi
Return on the Reserve Account above SDRi
Margins over SDRi paid by borrowers 10
Group A
Group B
Group C
Administrative costs (in SDR million)
Amount of loan encashed
Amount of investment encashed
Amount of interest arrears
Amount of default by borrower

Lower
returns

1, 2
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PROPOSAL TO ESTABLISH A RST - PROPOSED DECISIONS AND INSTRUMENT

INTRODUCTION
1.
This supplement sets forth revised proposed decisions for the establishment of the
Resilience and Sustainability Trust (RST), effective May 1, 2022. This includes decisions on the
RST Instrument, the list of RST-eligible members, and guidelines for the investment of RST
resources. In addition, the supplement also puts forward for Executive Board approval a number of
amendments to existing Board decisions that incorporate the RST within key areas of the Fund’s
legal and policy framework and support its operations. The various proposals are grouped in three
decisions. Decisions 2 and 3 are proposed for adoption only in the event that Decision 1 is adopted
by the Executive Board.

A.

Decision 1 – Establishment of the RST and Consequential Amendments

to Other Executive Board Decisions

2.
Decision 1 formally establishes the RST and proposes related amendments to several
relevant Fund policies. Decision 1 is split into two sections. Section A addresses the creation of the
RST through the adoption of its Instrument (see below for a commentary on the RST Instrument),
while Section B proposes amendments to a number of existing Executive Board decisions to place
the RST within the Fund’s legal and policy framework and support the effective functioning of its
operations. The redlined versions of relevant Executive Board decisions showing the proposed
modifications are provided in Attachment D for the convenience of Executive Directors

Section A
•

It is proposed that the creation of the RST become effective at the start of the new financial year
on May 1, 2022 (Paragraph 1). This means that the RST will not legally exist until that date and
avoids the need to prepare financial statements for the RST for FY2022. The consequential
changes to Fund policies and instruments will also only become effective on May 1, 2022, once
the RST has become effective, except for the amendment to the PRGT Instrument to allow for
pooling of assets for investment purposes (described more fully below), which would become
effective when contributors to the PRGT Subsidy Accounts have consented to the amendment.

•

Paragraph 2 provides that lending operations under the RST may only commence after the
Managing Director has notified the Executive Board that, in her view, the RST is ready to
commence operations. The Managing Director’s view would be based on an assessment that
adequate financial contributions have been received by the RST to allow it to commence
operations and that sufficiently robust financial systems and processes are in place.

•

Paragraph 3 provides for annual payments from the RST’s Reserve Account to the GRA for the
costs of administering the RST (see paragraphs 115 and 116 of the main paper).
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Section B
3.
Section B contains the consequential amendments to existing Executive Board
decisions to incorporate the RST in key areas of the Fund’s legal and policy framework and
support its operations. Specifically:
•

Paragraphs 4 through 9 amend the decisions creating both the Policy Support Instrument (PSI)
and the Policy Coordination Instrument (PCI) to: (i) allow for the possibility of a member having
a PCI at the same time as receiving financing under the RST; and (ii) prevent approval of a PSI or
PCI for a member in cases where that member has arrears to the RST.

•

Paragraph 10 amends the PRGT Instrument to introduce provisions in the PRGT Instrument that
preclude PRGT financing if there are overdue financial obligations in the RST and to allow for
pooling of PRGT investments with the RST and other trusts and accounts administered by the
Fund.

•

Paragraph 11 amends the Procedures for Dealing with Members with Overdue Financial
Obligations to the GRA and the SDR Department to include the RST, while paragraphs 12 and 13
amend the standard forms of Stand-by Arrangements and Extended Arrangements under the
Extended Fund Facility, respectively, to preclude purchases by members in cases where a
member has overdue financial obligations to the RST.

•

Paragraph 14 amends the decision on lapse of time procedures for completion of program
reviews to allow for lapse of time completion of reviews under RSF arrangements in cases where
(i) a review under the accompanying UCT-quality instrument meets the criteria to be completed
on a lapse of time basis; and (ii) staff has determined that all RST reform measures to be
assessed under the review have been implemented.

•

Paragraph 15 amends the decision on Post Financing Assessments to include credit outstanding
under the RST.

•

Paragraph 16 amends the Transparency Policy to extend to the RST the Fund’s publication
regime on use of Fund resources (UFR) documents, including the stronger publication
presumption that applies in UFR cases.

B. Decision 2 – RST Eligibility
4.
Decision 2 establishes the initial list of RST-eligible members and sets out the criteria
governing entry into, and graduation from, the RST-eligibility list. Based on the list of members
proposed to be RST-eligible in the main paper, Decision 2 formally establishes these members as
eligible to access financing under the RST. Similar to the PRGT eligibility framework, Decision 2 also
sets out the proposed criteria governing entry onto, and graduation from, the list of RST-eligible
members. The decision provides for a right of “opt out” whereby any RST-eligible member that does
not have an arrangement under the RSF in effect can notify in writing that it wishes to be removed

4
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from the RST eligibility list. 1 The removal of the member from the RST eligibility list will be effective
immediately upon the Fund’s receipt of the member’s written notification, and such notification will
be circulated to the Executive Board for information. Once a member opts-out, it would not be
considered for inclusion on to the RST eligibility list until a future review of RST eligibility and upon
the member’s request to be assessed. Moreover, as with the PRGT, transitional arrangements are
proposed for members that graduate from being RST-eligible. Finally, Decision 2 provides for
reviews of both the criteria applicable to entry into and graduation from the list of RST-eligible
members, as well as the application of such criteria to members.

C. Decision 3 – Investment Guidelines
5.
Decision 3 replaces the current guidelines applicable to the investment of PRG, PRGHIPC, and CCR Trust assets with new guidelines that also cover the investment of RST assets.
Under these new guidelines, the RST’s Reserve Account and Deposit Account resources would be
invested in the same asset classes in accordance with the investment strategies that also apply to
the short duration fixed-income component and the liquidity component of the PRGT investment
assets. 2 As discussed in greater detail in the main paper, the RST’s Reserve Account and Deposit
Account resources are proposed to be pooled with the PRGT’s investment assets for the purpose of
investment.

D. The RST Instrument
6.
The RST Instrument sets out the legal framework for the RST’s structure and
operations, including the purposes of the RST, its resources, and the terms on which financing
is provided using RST resources. The RST Instrument is divided into ten sections, with three
appendices, and broadly follows the form and structure of the PRGT Instrument. Each of these
sections and appendices is described in more detail below.
•

Section I. This is the introductory section of the RST Instrument and sets out the purposes of
the RST, its constitutive accounts, and the unit of account and media of payment for
contributions. The qualifying longer-term structural challenges that RST financing may address
are also set out in this section. In line with the main paper, they are climate change and
pandemic preparedness. Additional qualifying longer-term structural challenges may be
supported by RST financing at a future date – this would require a decision of the Executive

1

The approach to eligibility for members that opt out from the RST is more flexible than under the PRGT, as the
latter is subject to uniformity of treatment requirements applicable to SDA resources in the PRGT.

2

A small change is also proposed to Paragraph 2 of the existing investment guidelines for the PRG, PRG-HIPC and
CCR Trust assets that will become part of the new guidelines, namely, to delete the reference to Special
Disbursement Account (SDA) resources and donor contributions as the only sources of investment assets of these
trusts. There are other sources, for example in the case of the RST margin and service charge income that will accrue
to the trust that are unrelated to donor or SDA resources. The proposed change does not impact the investment
strategies applicable to the investment of the PRG, PRG-HIPC and CCR Trust assets, which include resources
transferred from the SDA, and accordingly is not subject to the 70 percent of the total voting power pursuant to
Article V, Section 12(h) under the Articles of Agreement.
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Board and the concurrence of contributors to the RST representing 70 percent of the total
commitments to the RST under borrowing agreements with the Loan Account that are in effect
at the time that the concurrence is sought. In this regard, it is noted that any expansion of the
list of qualifying long-term structural challenges does not amount to an amendment of the RST
Instrument. Rather, the proposed RST Instrument already envisages that the list of qualifying
long-term structural challenges can be expanded on the basis of an Executive Board decision,
and provided there is support for the proposed expansion from contributors representing 70
percent of total commitments under the Loan Account; if that support is secured, all borrowing
agreements with the Loan Account can be drawn on to fund disbursements for new qualifying
long-term structural challenges. As such, the RST instrument does not provide the same rights in
respect of adding new qualifying long-term structural challenges that are provided to dissenting
contributors regarding amendments of protected provisions under Section X, Paragraph 2 of the
RST Instrument.
•

Section II. This section sets out the financing framework of the Resilience and Sustainability
Facility (RSF) through which RST-eligible members may obtain financing, and the terms of such
financing, including the maximum amount of access that can be approved, the phasing of such
access, as well as conditionality, reviews, and disbursements.
This section further clarifies that the Guidelines on Conditionality (Decision No. 12864-(02/102),
as amended) will not apply to conditionality under RSF arrangements except for certain general
principles that apply to the extent relevant for reform measures. They are national ownership,
tailoring of reforms measures to a member’s circumstances, clarity in the specification of reform
measures, and effective coordination with other multilateral institutions.
Finally, this section addresses the terms of RSF loans (including their 20-year maturity,
differentiated service charges and margins). As discussed in the main paper, for purposes of the
margin and service charge, RST-eligible members are grouped into three country groups (A, B
and C). Changes in the margin or service charge, as well as an interest rate cap, could be
implemented through an amendment of the RST Instrument. This section also contains a
provision encouraging any member with overdue financial obligations to the RST, the GRA or
the PRGT, or that is at risk of incurring such arrears, to prioritize meeting its obligations to the
GRA and/or the PRGT over its obligations under RST loans.
In addition, as with the GRA and the PRGT, the section clarifies that the Fund may not reschedule
the repayment of any RST loan.

•

6

Section III. This section establishes the RST’s authority to receive contributions. It affirms that
contributions to the Loan Account may only be received where such contribution is
accompanied by a contribution to the Deposit Account and to the Reserve Account, of at least
20 percent and 2 percent, respectively, of the amount committed to the Loan Account.
Contributions to the Deposit and Reserve Accounts in excess of these ratios would be possible.
Contributions to the Reserve Account and / or Deposit Account that are not accompanied by a
contribution to the Loan Account would also be possible, with the maturities of these
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contributions as agreed between the Managing Director and the contributor, taking into
account the investment strategy of the RST. 3
•

Section IV. This section sets out the structure and operations of the Loan Account. It provides
for the authority of the RST to borrow resources under loan and note purchase agreements for
on-lending and establishes key financial parameters (e.g., interest rate). It provides for a
common drawdown period for loan commitments through end-November 2030 (this date is
motivated to avoid any possible operational issues for both contributors and the Fund related to
the end of the calendar year). It sets out the obligation of contributors to meet encashment
claims of other contributors and provides for the suspension of drawings under borrowing
agreements under certain conditions.

•

Section V. This section sets out the framework for the Reserve Account, including its resources
and their permitted use. 4 It establishes the unremunerated nature of contributions to the
Reserve Account and provides for the investment of Reserve Account resources. Finally, it
addresses distributions from the Reserve Account.

•

Section VI. This section sets out the provisions related to the Deposit Account, including its
resources and their use, remuneration, maturity, the right to encashment in case of balance of
payments need, and the regime governing distributions from the Deposit Account.

•

Section VII. In line with the PRGT, the section sets out a regime for the transfer of RST claims to
other Fund members and certain official entities.

•

Section VIII. This section addresses the administration of the RST. In particular, it provides that
the operational procedures (e.g., the determination of exchange rates) that apply to the GRA
apply to the RST. The section also provides for the separation of RST assets, while allowing
investment pooling, and addresses audits and financial reporting.

•

Section IX. Section IX deals with the duration of the RST and liquidation of its assets. The RST
will remain in existence for as long as the Executive Board considers it necessary to conduct and
wind up its business. Liquidation of the Reserve and Deposit Accounts is addressed specifically
in the relevant sections of the Instrument dealing with these accounts; all other resources
remaining after the liabilities of the RST have been discharged will then be distributed to
contributors to the Reserve Account.

•

Section X. This section addresses amendments to the RST instrument. Generally, all provisions
of the Instrument may be amended by a decision of the Trustee (i.e., the Executive Board)

3

Against a firm commitment of a contribution package, the Managing Director could accommodate phased delivery
of the contributions, for example as a result of multi-year budgetary appropriations.

4

While Reserve Account resources are envisaged mainly to provide financial buffer to manage credit and liquidity
risk, and also to cover administrative costs of the RST, these resources may also be used to cover any shortfall if the
interest amounts received from borrowers are insufficient to cover interest amounts paid to contributor, including as
a result of the adoption of a future cap on interest rates payable by certain RST borrowers.
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adopted by a majority of the votes cast. A number of provisions may only be amended with the
consent of contributors. These are provisions that are considered to protect interests of
contributors regarding the purposes of the RST and their financial contributions. 5
The protected provisions include: the purposes of the RST (Section I, paragraph 1); the maturity
of RST loans (Section II, paragraph 4(b)); the prohibition on the rescheduling of RST loans
(Section II, paragraph 4(j)); key provisions related to the Loan Account (Section IV, paragraphs 25), including the maximum drawdown period, permitted use of drawings, suspension of
drawings, and payment of interest and principal; key provisions related to the Reserve Account
(Section V, paragraphs 2-4), including use of Reserve Account resources and distribution; key
provisions related to the Deposit Account (Section VI, paragraphs 2-5), including remuneration,
maturity and use; the separation of the assets of the RST from other assets and the prohibition
on RST assets from being used to discharge liabilities of the Fund or other Fund administered
accounts (and vice versa) (Section VIII, paragraph 2(a) and (b)); and the provisions related to the
liquidation of the Trust (Section IX, paragraph 2). Finally, the provision that sets out the
protected provisions (Section X, paragraph 2) is also a protected provision to avoid any
modification of that provision without creditor consent.
Section X further sets out a regime for consent and the implications if a contributor does not
consent to an amendment of a protected provision. As discussed in greater detail in the main
paper, it includes a regime for lapse of time consent in the event that a contributor does not
respond to a request for consent within appropriately calibrated deadlines.
If a Loan Account contributor does not consent to an amendment, further drawings under its
borrowing agreement to fund Trust loans would be suspended. The contributor may further
request the partial return of their Deposit Account and Reserve Account contributions, in an
amount equivalent to the remaining uncommitted portion of total commitments under Loan
Account borrowing agreements. The borrowing agreement, though, would remain open for
encashment calls related to claims outstanding or committed prior to the effectiveness of the
amendment, and outstanding claims under such borrowing agreement would remain
outstanding and subject to repayment in accordance with the repayment schedule of the RST
loans funded with drawings under the borrowing agreement.
•

Section XI: This section sets out the rules governing reviews of the RST Instrument, and
provides for a review of the operation of the Trust (including eligibility for Trust loans, adequacy
of resources and reserve coverage, and the level of margins, service charges and interest) within
three years of when the RST can commence lending operations.

5

Amendments to these provisions that do not negatively affect interests of contributors would not require the
contributors’ consent. This approach is consistent with the long-standing practice involving the amendments of
“protected provisions” of the PRGT instrument. See e.g. Fund Concessional Financial Support for Low-Income
Countries—Responding to the Pandemic—Supplementary Information and Proposed Decisions (SM/21/120, Sup. 2,
July 08, 2021), paragraph 7; see also Modalities of a Gold Pledge for Use of ESAF Trust Resources under the Rights
Approach (EBS/93/10, 01/25/93), and Selected Operational Issues in ESAF Arrangements (EBS/98/115, 07/07/98).
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•

Appendix 1. This appendix sets out the misreporting framework applicable to the RST. It
establishes (i) when misreporting occurs under an RSF arrangement and (ii) the circumstances
where a member may be expected to make an early repayment. In broad terms, this framework
follows the existing misreporting frameworks under the GRA and PRGT with one important
difference. It is proposed that misreporting under an RSF arrangement would take place either
where the member has provided the Fund with inaccurate information relating to the
implementation of a reform measure or where there has been misreporting under the
concurrent UCT-quality arrangement or instrument. As with the misreporting frameworks
applicable to the GRA and PRGT, a limitation period of four years from the time of the noncomplying disbursement is proposed. Disbursements under an RSF arrangement that are
noncomplying solely due to a misreporting under the concurrent UCT quality arrangement or
instrument are subject to the same limitation period that applies to the misreporting under the
accompanying UCT-quality instrument.

•

Appendix 2. This appendix provides for a series of escalating measures in the event of overdue
financial obligations to the RST and largely follows similar procedures contained in the PRGT.

•

Appendix 3. This appendix sets out the initial classification of RST-eligible member to groups A,
B, and C for purposes of the service charge and margin. This appendix would be updated if
members were to be determined to be RST-eligible on an ad hoc basis or in the context of RST
eligibility reviews.

E. Majorities, Consent Requirements, and Reviews
7.
The proposed decisions may be adopted by a majority of the votes cast and, with
respect to the proposed changes to the PRGT Instrument in relation to the proposed pooling
of PRGT assets, additionally require the consent of current contributors to the PRGT’s subsidy
accounts. Regarding the latter, and as elaborated in paragraph 98 of the main paper, the proposed
change to the PRGT Instrument concerns a protected provision and requires the consent of affected
contributors. Staff proposes that a two-step process be followed to obtain the consent of
contributors, first with a six-week period seeking the explicit consent of all contributors, followed by
an additional four-week period requesting a response from contributors that did not respond within
the first period. After that period, contributors who did not respond are assumed to have consented.
The contributors will have an additional six months after the amendment becomes effective during
which they can communicate their objection to the amendment and request return of the remaining
share of their contributions to the PRGT subsidy accounts .
8.
The operation of the RST is subject to periodic and ad hoc reviews by the Executive
Board as Trustee. The first review of the RST will occur at no later than 3 years after the
operationalization of the RST. The first review would be comprehensive, covering RST policies
including access policies, eligibility of members to utilize RST resources, the country groups
assigned to these members, and interest margins and service charges which may be differentiated
by country group. The periodicity of subsequent reviews will be determined as part of the first
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review. In the case of reviews of eligibility and of country group assignments, the aim would be to
synchronize with PRGT eligibility reviews, which are currently on a two-year cycle, but the option to
add individual countries on an ad hoc basis is available. Reviews of interest margins and service
charges would be undertaken as part of the periodic RST reviews, but an earlier review could be
triggered if there are unexpected events that have a bearing on the financial sustainability of the
RST. In addition, if the average SDR interest rate (SDRi) were to rise above 1.5 percent in any 12month period, and if financial market indicators signal that the SDRi is not expected to decline
below 1.5 percent within the coming quarters, a review of interest margins could take place, at
which time the Board could adopt a cap on interest rates for Group A countries, by a suitable
amendment to the instrument, after consultation with Loan Account contributors.

10
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Proposed Decisions
The following decisions, which may be adopted by a majority of the votes cast, are proposed for
adoption by the Executive Board. Decisions 2 and 3 are proposed for adoption only if Decision 1 is
adopted:

Decision 1 – Establishment of the Resilience and Sustainability Trust and Consequential
Amendments to other Fund Decisions

Section A – Resilience and Sustainability Trust Instrument, Effectiveness and Reimbursement
1.

With effect from May 1, 2022, the Fund adopts the Instrument to Establish the Resilience
and Sustainability Trust (the Trust) that is annexed to this decision as Attachment A.

2.

The lending operations of the Trust shall not start until such time as the Managing Director
has notified the Executive Board that, in her view, the Trust is ready to commence such
operations.

3.

The cost of administering the Trust will be covered from the Trust’s Reserve Account
through annual payments to the General Resources Account based on reasonable estimates
of such costs. These payments will cover (i) a management fee for trust management
activities and (ii) a reimbursement to cover all other gross incremental costs of the RST.

Section B – Consequential Amendments to other Fund Decisions
The proposed amendments to Board decisions set out in this Section B shall become effective on
May 1, 2022, provided that the proposed amendment of Section VII, Paragraph 2(a) of the Poverty
Reduction and Growth Trust (PRGT) Instrument proposed under Paragraph 10(b) below shall
become effective only after contributors to the subsidy accounts of the PRGT have consented to the
proposed amendment. Contributors shall be given a first period of six weeks to provide their
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response, which shall be followed by a second four-week period for those contributors that did not
respond within the first period. If no response is received from a contributor within the second
period, that contributor shall be deemed to have consented to the amendment, provided that if,
within six months following the expiration of the second period, a contributor communicates that it
did not wish to consent to the proposed amendment, then it may request back its remaining share
in the relevant subsidy account at the time the request is made.

Policy Support Instrument
4.

Paragraph 3 of Decision No. 13561-(05/85), as amended, is revised to read as follows:
“3. Members with overdue financial obligations to the Fund’s General Resources Account
(GRA), to the PRGT, or to the Resilience and Sustainability Trust (RST) are not eligible for a
PSI.”

5.

Clause (a) of paragraph 20 of Decision No. 13561-(05/85), as amended, is revised to read as
follows:
“20. A PSI for a member will terminate upon: (a) the relevant member incurring
overdue financial obligations to the GRA, PRGT or RST; or …”

Policy Coordination Instrument
6.

Paragraph 2 of Decision No. 16230-(17/62) is revised to read as follows:
“2. Upon request, the Fund will be prepared to provide the technical services
described in this Decision to members that: (a) at the time of the request for a PCI
do not require and are not seeking financial assistance from the General Resources
Account (“GRA”) or Poverty Reduction and Growth Trust (“PRGT”); and (b) seek to
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maintain a close policy dialogue with the Fund, through the Fund’s endorsement and
assessment of their economic and financial policies, under a PCI.”
7.

Paragraph 4 of Decision No. 16230-(17/62) is revised to read as follows:
“4. The PCI will be available to all member countries for the purposes outlined in
paragraph 1, without further qualification criteria, except members with overdue
financial obligations to the Fund’s GRA, to the PRGT, or to the Resilience and
Sustainability Trust (“RST”).”

8.

Paragraph 6 of Decision No. 16230-(17/62) is revised to read as follows:
“6. A member’s request for a PCI may be approved only if the Fund is satisfied that:
(a) the policies set forth in the member’s Program Statement meet the standards of
upper credit tranche conditionality; (b) the member’s program will be carried out,
and in particular, that the member is sufficiently committed to implement the
program; and (c) the member does not need and is not seeking Fund financial
support from the GRA or PRGT at the time of approval of a PCI.”

9.

Paragraph 20 of Decision No. 16230-(17/62) is revised to read as follows:
“20. A PCI for a member will terminate upon: (a) the relevant member incurring
overdue financial obligations to the GRA, PRGT, or RST; (b) noncompletion of a
review for a twelve-month period; or (c) the approval for the relevant member of an
arrangement with the Fund other than a SBA or SCF arrangement or an arrangement
under the Resilience and Sustainability Facility. Approval of access under the Rapid
Financing Instrument or Rapid Credit Facility will not cause termination of a PCI.”

Poverty Reduction and Growth Trust
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10.

The Instrument to Establish the Poverty Reduction and Growth Trust (“PRGT Instrument”),
Annex to Decision No. 8759-(87/176) ESAF, adopted December 18, 1987, as amended, along
with its Appendices, shall be further revised as follows:
a.

Section II, Paragraph 1(e)(3) of the PRGT Instrument shall be revised to read as
follows:
“(3) The Managing Director shall not recommend for approval, and the Trustee shall
not approve, a request for a disbursement under the RCF or an arrangement under
this Instrument whenever the member has an overdue financial obligation to the
Fund in the General Resources Account, the Special Disbursement Account, or the
SDR Department, or to the Fund as Trustee (including as Trustee of the Resilience
and Sustainability Trust), or while the member is failing to meet a repurchase
expectation to the Fund pursuant to Decision No. 7842-(84/165) on the Guidelines
on Corrective Action, or is failing to meet a repayment expectation pursuant to
Section II, paragraph 3(c) or the provisions of Appendix I to this Instrument, or is
failing to meet a repayment expectation pursuant to the provisions of Appendix I of
the Instrument to Establish the Resilience and Sustainability Trust, Annex to Decision
No. [RST Decision I].”
b. Section VII, Paragraph 2(a) of the PRGT Instrument shall be revised to read as
follows:
“(a) The resources of the Trust shall be kept separate from the property and assets of
all other accounts of the Fund, including other trusts and administered accounts, and
shall be used only for the purposes of the Trust in accordance with this Instrument;
provided however that for investment purposes, resources of the Trust may be
pooled with resources of other trusts or accounts administered by the Fund for the
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benefit of others under arrangements that allow for the attribution of pooled
investments to each relevant trust or account.”
c.

Paragraph 1 of Appendix II of the PRGT Instrument shall be revised to read as
follows:
“1. Whenever a member fails to settle a financial obligation on time, the staff will
immediately send a communication urging the member to make the payment
promptly; this communication will be followed up through the office of the Executive
Director concerned. At this stage, the member’s access to the Fund’s resources,
including Poverty Reduction and Growth Trust, Resilience and Sustainability Trust,
and HIPC resources, will have been suspended.”

d. Paragraph 5 of Appendix II of the PRGT Instrument shall be revised to read as
follows:
“5. A report by the Managing Director to the Executive Board will be issued two
months after a financial obligation has become overdue, and will be given
substantive consideration by the Executive Board one month later. The report will
request that the Executive Board limit the member’s use of Trust resources. A brief
factual statement noting the existence and amount of arrears outstanding for more
than three months will be posted on the member’s country-specific page on the
Fund’s external website. This statement will also indicate that the member’s access to
the Fund’s resources, including Poverty Reduction and Growth Trust, Resilience and
Sustainability Trust, and HIPC resources, has been and will remain suspended for as
long as such arrears remain outstanding. A press release will be issued following the
Executive Board decision to limit the member’s use of the Trust resources. A similar
press release will be issued following a decision to lift such limitation. Periods
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between subsequent reviews of reports on the member’s arrears by the Executive
Board will normally not exceed six months. The Managing Director may recommend
advancing the Executive Board’s consideration of the reports regarding overdue
obligations. The Managing Director may also recommend postponing for up to oneyear periods the Executive Board’s consideration of a report regarding a member’s
overdue obligations in exceptional circumstances where the Managing Director
judges that there is no basis for an earlier evaluation of the member’s cooperation
with the Fund.”

Overdue Financial Obligations – Amendment to Procedures for Dealing with Members with Arrears to
the General and SDR Department
11.

In the Procedures for Dealing with Members with Overdue Financial Obligations to the
General Department and the SDR Department adopted by the Executive Board on August
17, 1989, and as subsequently amended by Decision No. 12546-(01/84), adopted August 22,
2001, the paragraph commencing “[W]hen a member has…” will be revised to read as
follows:
“When a member has overdue financial obligations outstanding for more than three
months, a brief factual statement noting the existence and the amount of such
arrears will be posted on the member’s country-specific page on the Fund’s external
website. The statement will be updated as necessary. It will also indicate that the
member’s access to the Fund, including PRGT, RST and HIPC resources, has been and
will remain suspended for as long as arrears remain outstanding.”
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Stand-By and Extended Arrangements – Standard Forms
12.

Paragraph 4 of Attachment A to Decision No. 10464-(93/130), as amended, shall be revised
to read as follows:
“4. (Member) will not make purchases under this stand-by arrangement during any
period in which (Member): (i) has an overdue financial obligation to the Fund or is
failing to meet a repurchase expectation in respect of a noncomplying purchase
pursuant to Decision No. 7842-(84/165) on the Guidelines on Corrective Action; (ii) is
failing to meet a repayment obligation to the PRG Trust established by Decision No.
8759-(87/176) PRGT, as amended, or a repayment expectation to that Trust pursuant
to the provisions of Appendix I to the PRG Trust Instrument; or (iii) is failing to meet
a repayment obligation to the Resilience and Sustainability Trust (RST) established by
Decision No. [RST Decision 1], or a repayment expectation to that Trust pursuant to
the provisions of Appendix II to the RST Instrument.”

13.

Paragraph 4 of Attachment B to Decision No. 10464-(93/130), as amended, shall be revised
to read as follows:
“4. (Member) will not make purchases under this extended arrangement during any
period in which (Member): (i) has an overdue financial obligation to the Fund or is
failing to meet a repurchase expectation in respect of a noncomplying purchase
pursuant to Decision No. 7842-(84/165) on the Guidelines on Corrective Action; (ii) is
failing to meet a repayment obligation to the PRG Trust established by Decision No.
8759-(87/176) PRGT, as amended, or a repayment expectation to that Trust pursuant
to the provisions of Appendix I to the PRG Trust Instrument; or (iii) is failing to meet
a repayment obligation to the Resilience and Sustainability Trust (RST) established by

INTERNATIONAL MONETARY FUND 17

PROPOSAL TO ESTABLISH A RST - PROPOSED DECISIONS AND INSTRUMENT

Decision No. [RST Decision 1], or a repayment expectation to that Trust pursuant to
the provisions of Appendix II to the RST Instrument.”

Lapse of Time Completion of Program Reviews
14.

The following text shall be added at the end of paragraph 2 of the Attachment to Decision
A-13207 of August 28, 2009, as amended, to read as follows:
“A review under a Resilience and Sustainability Facility arrangement would be eligible for
completion on a lapse of time basis where (i) the review under the accompanying
arrangement or instrument supporting the member’s upper credit tranche-quality
program meets the criteria for completion on a lapse of time basis set out above;
and (ii) staff has determined that all reform measures to be assessed under the
review have been implemented.”

Post Financing Assessment
15.

Paragraph 1 of Decision No. 13454-(05/26), as amended, shall be revised to read as follows:
“1. If outstanding credit to a member exceeds any of the thresholds specified below:
(a) 200 percent of quota for credit from the Fund’s General Resources Account
(GRA), or from the Fund as Trustee of the Poverty Reduction and Growth Trust
(PRGT), or from the Fund as Trustee of the Resilience and Sustainability Trust (RST),
or a combination thereof; or
(b) an amount equivalent to SDR 1.5 billion for credit from the Fund’s GRA; or
(c) an amount equivalent to SDR 0.38 billion from the PRGT; or
(d) an amount equivalent to SDR 0.38 billion from the RST,
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and the member does not have a program supported by a Fund arrangement or is
not implementing a staff monitored program with reports issued to the Executive
Board, or the member does not have a program supported by a Policy Support
Instrument (PSI), or Policy Coordination Instrument (PCI), the member will be
expected to engage in Post Financing Assessment (PFA) discussions with the Fund
involving the monitoring of its economic developments and policies upon the
recommendation of the Managing Director. Where the above criteria are met, the
Managing Director shall recommend PFA to the Executive Board, unless, in the view
of the Managing Director, the member’s circumstances (in particular, the strength of
the member’s policies, its external position, or the fact that a successor arrangement,
PCI, PSI or a staff monitored program is expected to be in place within the next six
months) are such that the process is unwarranted. PFA will normally cease when the
member’s outstanding credit falls below all of the applicable thresholds above.”

Transparency Policy Decision
16.

Paragraph 4.b of Decision No. 15420-(13/61), as amended, shall be revised to read as
follows:
“4.b. The Managing Director will generally not recommend that the Executive Board
approve a request for (i) access to resources in the General Resources Account, the
PRGT or the Resilience and Sustainability Trust, or (ii) access to Fund resources under
the HIPC Trust, or (iii) assistance through a PSI or a PCI, unless that member explicitly
consents to the publication of the associated staff report. For purposes of this
paragraph 4(b), approval of the use of the Fund’s resources includes the completion
of a review under an arrangement and assistance through a PSI or a PCI includes the
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completion of a review under the PSI or the PCI. In the case of the PCI, where a
member does not provide consent to publication of an interim performance update,
the Managing Director may take this into account when determining whether to
recommend that the Executive Board approve a subsequent review of the member’s
PCI.”

Decision 2 – Resilience and Sustainability Trust – List of Eligible Members and Eligibility
Criteria
1.

The members on the list annexed to this decision as Attachment B are eligible to receive
financing under the Resilience and Sustainability Trust (“RST-eligible members”) established
by Decision [RST Decision 1].

2.

The following criteria for entry and graduation shall, respectively, guide Executive Board
decisions to add members to, and remove members from, the list of RST-eligible members
(the “RST-eligibility list”) at reviews of RST eligibility:
a.

Criteria for entry: A member will be added to the RST-eligibility list if its

annual per capita gross national income (“GNI”) based on the latest available
qualifying data is (a) less than ten times the International Development Association
(“IDA”) operational cut-off; or (b) less than twenty-five times the IDA operational cutoff if the member has a population below 1.5 million.
b.

Criteria for graduation: A member will be removed from the RST-eligibility

list if its GNI (a) has been above (i) ten times the IDA operational cutoff or (ii) twentyfive times the IDA operational cutoff if the member has a population below 1.5
million, for at least the last five years for which qualifying data are available, (b) has
20
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not been on a declining trend in the same period (comparing the first and the last
relevant annual data) and (c) based on the latest qualifying data, is at least ten
percent above (i) ten times the IDA operational cutoff or (ii) twenty-five times the
IDA operational cutoff if the member has a population below 1.5 million.
c.

For the purposes of the criteria set forth in this paragraph, assessments of per capita
GNI will normally be based on World Bank data using the ATLAS methodology, but
other data sources may be used in exceptional circumstances, including data
estimated by Fund staff in the absence of World Bank ATLAS data. Qualifying data
for the purposes of the RST-eligibility criteria shall be data in respect of which the
most recent observation relates to a calendar year that is not more than 30 months
in the past at the time of the assessment.

3.

Notwithstanding paragraph 2, any member that does not have an arrangement under the
Resilience and Sustainability Facility (RSF) in effect can elect to opt out of the RST-eligibility
list by notifying in writing the Fund of its decision to opt out. The removal of the member
from the RST-eligibility list will be effective immediately upon the Fund’s receipt of the
member’s written notification. Such written notification will be issued to the Executive Board
for information. Once a member has opted-out, it would not be considered for inclusion
onto the RST-eligibility list until a future review of RST eligibility and provided that the
member communicated in writing to the Fund that it would like to be assessed against the
criteria for entry set out in paragraph 2 at the next scheduled review of RST-eligibility.

4.

Executive Board decisions to remove a member from the RST-eligibly list pursuant to the
graduation criteria set forth in paragraph 2(b) of this decision shall become effective five
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months after their adoption (the “effectiveness date”), provided that such decisions shall not
affect any RSF arrangements that are in existence as of the effectiveness date. Any such
arrangement may continue until the expiration or other termination of the arrangement, and
the arrangement may be extended or access under the arrangement may be augmented
where appropriate in accordance with the applicable policies on extension or augmentation.

5.

The criteria for entry and graduation set forth in this decision, and the RST-eligibility list,
shall be reviewed and updated, respectively, on the basis of the then applicable criteria for entry
and graduation three years after the RST becomes operational for lending. Thereafter, it is
expected that the criteria for entry and graduation set forth in this decision as well as the RSTeligibility list shall be reviewed and updated on the basis of the then applicable criteria in
conjunction with the review of eligibility to use the Fund’s facilities for concessional financing set
forth in Decision No. 14521-(10/3), January 11, 2010, as amended. However, decisions on RSTeligibility may be adopted in the interim period between regular reviews:(i) for entry onto the
RST-eligibility list by members that meet the entry criteria specified in paragraph 2(a) above,
other than members that opted out under paragraph 3 above; and (ii) for re-entry onto the RSTeligibility list by members that had previously been removed from such list as a sanction for
overdue obligations, so long as such a member at the time of re-entry does not meet the criteria
for graduation specified in subparagraph 2(b) above.

Decision 3 – Guidelines for Investing PRG, RS, PRG-HIPC, and CCR Trusts’ Assets
Pursuant to Article V, Section 12(h) of the Articles of Agreement and Section VII, paragraph 3 of the
Instrument to Establish the Poverty Reduction and Growth Trust, annexed to Decision No. 8759(87/176) ESAF, adopted December 18, 1987, as amended, Section V, paragraph 3(a) and Section VI,
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paragraph 4(a) of the RST Instrument adopted in Decision [RST Decision 1], Section IV, paragraph 1
of the Trust for Special Poverty Reduction and Growth Operations for the Heavily Indebted Poor
Countries and Interim ECF Subsidy Operations, annexed to Decision No. 11436–(97/10), adopted
February 4, 1997, as amended, and Section IV, paragraph 1 of the Instrument to Establish the
Catastrophe Containment and Relief Trust, annexed to Decision No. 14649-(10/64), adopted June
25, 2010, as amended, the Fund adopts the Guidelines for Investing PRG, RS, PRG-HIPC, and CCR
Trust Assets as set forth in Attachment C. The Guidelines for Investing PRG, PRG-HIPC, and CCR
Trust Assets adopted by Decision No. 17200-(22/3), adopted January 12, 2022 are hereby repealed.
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Attachment A. Instrument to Establish the Resilience and
Sustainability Trust
To help fulfill its purposes, the International Monetary Fund (the “Fund”), pursuant to Article V,
Section 2(b) of the Fund’s Articles of Agreement, has adopted this Instrument to Establish the
Resilience and Sustainability Trust (the “RST” or the “Trust”), which shall be administered by the Fund
as Trustee (the “Trustee”). The Trust shall be governed by, and administered in accordance with, the
following provisions:

Section I. General Provisions
Paragraph 1. Purposes
(a) The Trust shall assist in fulfilling the purposes of the Fund by providing loans (“Trust loans”)
under the Resilience and Sustainability Facility (“RSF”) to eligible members that qualify for assistance
under this Instrument in order to enhance their economic resilience and sustainability—by (i)
supporting policy reforms that reduce risks associated with longer-term structural challenges facing
the member, and (ii) augmenting policy space and financial buffers to mitigate the risks arising from
such longer-term structural challenges—thereby contributing to the member’s prospective balance
of payments stability.
(b) Trust loans may be provided to support eligible members to address longer-term structural
challenges (hereinafter “Qualifying Longer-term Structural Challenges”) relating to (i) climate
change, and (ii) pandemic preparedness. The Trustee may expand the list of Qualifying Longer-term
Structural Challenges with the concurrence of contributors representing 70 percent of total
commitments under the Loan Account.
Paragraph 2. Trust Account and Resources
The operations and transactions of the Trust shall be conducted through a Loan Account, a Deposit
Account and a Reserve Account. The resources of the Trust shall be held in these accounts, each of
which is maintained for the purposes specified below.
Paragraph 3. Unit of Account and Denomination
The SDR shall be the unit of account for the Trust. Accordingly, Trust loans, commitments to and
claims resulting from contributions to the Trust shall be denominated in SDR.
Paragraph 4. Media of Payment of Contributions
(a) Contributions to the Loan Account, the Deposit Account and the Reserve Account of the Trust
shall be provided in SDRs, in accordance with arrangements made by the Trustee for the holding
and use of SDRs, or in freely usable currencies.
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(b) Payments by the Trust to contributors shall be made in SDRs or such other media as may be
agreed between the Trustee and such contributors.

Section II. Trust Loans
Paragraph 1. Eligibility and Conditions for Financing
(a) Members of the Fund listed in the Annex to Decision No. [RST Decision 2] shall be eligible for
financing from the Trust (“RST-eligible members”).
(b) Financing under RSF Arrangements
(1) An RST-eligible member may request financing under the RSF up to the maximum overall access
specified in Paragraph 2(a) of this Section.
(2) Financing under the RSF shall be committed and made available to an RST-eligible member that
meets the qualification criteria set out in this Instrument under an arrangement (an “RSF
Arrangement”) approved by the Trustee to support structural reforms presented by the member
that aim to reduce and/or mitigate risks associated with Qualifying Longer-term Structural
Challenges.
(3) An RSF Arrangement shall normally be approved concurrently with either the approval of, or the
completion of a review under a Stand-by Arrangement, an Extended Arrangement under the
Extended Fund Facility, an arrangement under the Precautionary and Liquidity Line or Flexible Credit
Line (“FCL”), a program supported by the Policy Coordination Instrument or the Policy Support
Instrument, or an arrangement under the Standby Credit Facility or the Extended Credit Facility
(each a “qualifying UCT-quality instrument”).
(4) The duration of an RSF Arrangement would generally be expected to coincide with the duration
of a new qualifying UCT-quality instrument, when approval of the two is requested at the same time,
or with the remaining duration of an existing qualifying UCT-quality instrument when approval of
the RSF arrangement is requested at the time of a review under such instrument, provided that the
duration of an RSF arrangement shall be no less than 18 months or, for RSF arrangements approved
during the period of 6 months from the date of the notification in paragraph 2 of Decision [RST
Decision 1]), such duration shall be no less than 12 months. RSF arrangements shall not extend
beyond the duration of the concurrent qualifying UCT-quality instrument. Should the concurrent
qualifying UCT-quality instrument terminate, expire, or be cancelled, the RSF Arrangement will
automatically terminate at the same time. An RSF arrangement may be extended at the time of an
extension of the concurrent qualifying UCT-quality instrument if: (i) additional time is required to
complete the identified Reform Measures (as defined below); or (ii) additional Reform Measures are
identified for completion during the remainder of the RSF Arrangement period.
(5) The member requesting an RSF Arrangement shall present a detailed statement of the structural
reforms it intends to implement during the period of the RSF Arrangement (“Reform Measures”).
Such Reform Measures should be measures expected to help the member make significant progress
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toward strengthening its prospective balance of payments stability by reducing macro-critical risks
associated with Qualifying Longer-term Structural Challenges.
(6) At the time of approval of an RSF Arrangement, and at each review under the arrangement, the
Trustee shall be satisfied that: (i) the Reform Measures meet the standards specified in paragraph 5
above; (ii) the member’s debt is sustainable in the medium-term under the applicable debt
sustainability framework; and (iii) the member’s capacity to repay the Trust is assessed to be
adequate.
(7) An RSF Arrangement will specify the total amount of resources committed to the member, the
earliest availability date for each disbursement and expected timing of reviews during the period of
the RSF Arrangement. No disbursement shall be made available upon the approval of an RSF
Arrangement.
(8) Each Reform Measure will be linked to one disbursement and the implementation of Reform
Measures shall be monitored through reviews. The phasing under the RSF arrangement will limit the
total amount of disbursements made available at a single review to not more than 50 percent of the
member’s quota, provided that in the event of delays in the implementation of Reform Measures or
in the completion of reviews under the accompanying qualifying UCT-quality instrument, the related
RSF disbursements may become subject to a later review, and total disbursements approved at the
time of such a review may exceed 50 percent of the member’s quota.
(9) Reviews under an RSF Arrangement shall take place concurrently with the completion of reviews
under the accompanying qualifying UCT-quality instrument. At a review under an RSF Arrangement,
the Executive Board of the Trustee will assess implementation of Reform Measures for which the
member requests a disbursement and for which the relevant availability date has passed, and reach
new understandings, if necessary, for the remainder of the RSF Arrangement, including on new
Reform Measures or the rephasing of disbursements where Reform Measures are delayed or
modified.
(10) Each disbursement under an RSF Arrangement for a member shall take place upon the request
of the member and requires: (i) the completion of a review under the RSF arrangement, following
the relevant availability date, that is based on an assessment by the Trustee that the specified
Reform Measure linked to that disbursement was implemented or a finding that any deviation in
implementation of the Reform Measure relative to its design and underlying objective was minor;
and (ii) the completion of the corresponding review under the accompanying qualifying UCT-quality
instrument.
(11) Where an RSF Arrangement is approved concurrently with an FCL arrangement, the RSF
Arrangement shall establish the schedule of stand-alone reviews and the associated RSF
disbursements made available following the completion of such reviews.
(12) A member may cancel an RSF Arrangement at any time by notifying the Trustee of such
cancellation. The cancellation shall have no effect on the accompanying qualifying UCT-quality
instrument. An RSF Arrangement will terminate automatically once all access under such
arrangement has been disbursed.
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(13) The Guidelines on Conditionality (Decision No. 12864-(02/102), adopted September 25, 2002)
shall not apply to conditionality under RSF arrangements except for certain general principles to the
extent relevant for Reform Measures: specifically, national ownership, tailoring of Reforms Measures
to member’s circumstances, clarity in the specification of Reform Measures and effective
coordination with other multilateral institutions
Paragraph 2. Amount of Financing
(a) The overall access to the resources of the Trust for each RST-eligible member shall be capped at
the lower of (i) 150 percent of quota and (ii) SDR 1 billion.
(b) The Trustee may establish access norms to guide the determination of access to Trust resources
by RST-eligible members. Access to Trust resources under an RSF Arrangement below or above such
norms for an individual member may be approved in light of: (i) any direct short- to medium- term
balance of payments needs associated with the implementation of the Reform Measures; (ii) the
strength and ambition of the Reform Measures; and (iii) the member’s capacity to repay the Trust,
taking into account the member’s debt sustainability, debt carrying capacity and the composition of
the member’s debt, including obligations owed to the Fund in the General Resource Account
(hereinafter “GRA”) and the Poverty Reduction and Growth Trust (hereinafter “PRGT”).
(c) Subject to the maximum overall access specified in Paragraph 2(a) of this Section and if
requested by a member, access under an RSF Arrangement may be increased at the time of a review
under the RSF Arrangement by either providing for additional disbursements linked to additional
Reform Measures or by increasing the amount of already phased disbursements in view of
commitments to strengthen existing Reform Measures. If requested by a member, access under an
RSF Arrangement may also be reduced at the time of any review.
(d) Any commitment of Trust resources shall be subject to the availability of such resources.
(e) The Managing Director of the Trustee (the “Managing Director”) shall not recommend for
approval, and the Trustee shall not approve, a request for an RSF Arrangement whenever the
member has an overdue financial obligation to the Fund in the GRA, the Special Disbursement
Account, the SDR Department, or the Fund as Trustee of this Trust or of the PRGT, or while the
member is failing to meet a repurchase expectation to the Fund pursuant to Decision No. 7842(84/165) on the Guidelines on Corrective Action, or is failing to meet a repayment expectation
pursuant to Section II, paragraph 3(c) of the PRGT or Appendix 1 of such Trust, or a repayment
expectation pursuant to the provisions of Appendix I to this Instrument.
(f) If a member has overdue financial obligations arising from a Trust loan, and overdue financial
obligations in the GRA or to the Fund as Trustee of the PRGT, or is at risk of incurring such arrears,
the member is encouraged to prioritize meeting obligations to the GRA and/or the PRGT over
obligations under Trust loans.
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Paragraph 3. Disbursements
(a) Any commitment shall be subject to the availability of resources of the Trust.
(b) Disbursements under an RSF Arrangement must take place during the period of the
arrangement. If a disbursement does not become available as scheduled due to delays in the
implementation of Reform Measures, or delays in the completion of reviews under the
accompanying qualifying UCT-quality instrument, the Trustee may rephase disbursements over the
remaining period of the RSF Arrangement.
(c) Following the completion of a review under an RSF Arrangement, and subject to (b) above, the
disbursement shall be requested no later than 30 calendar days of the completion of the review and
shall be made on the earliest value date for which the necessary notifications and payment
instructions can be issued by the Trustee. If a disbursement is not completed within 30 calendar
days, the member may again request the disbursement within 30 days from the completion of the
next review.
(d) In cases of misreporting and noncomplying disbursements of Trust loans, the provisions of
Appendix I of this Instrument shall apply.
(e) Disbursements under an RSF Arrangement to a qualifying member shall be suspended in all the
cases specified in Paragraph 2(e) of this Section.
Paragraph 4. Terms of Trust Loans
(a) Trust loans shall be disbursed in SDRs or in a freely usable currency, as determined by the
Trustee.
(b) Trust loans shall be repaid in twenty equal semi-annual installments beginning ten and a half
years from the date of each disbursement.
(c) Interest on the outstanding balance of Trust loans, including any overdue repayments of Trust
loans, and interest on any overdue interest payments to the Trust shall be charged at a rate equal to
the sum of (i) the rate of interest on the SDR, and (ii) the applicable margin pursuant to
subparagraphs (e) and (f) below, provided that the interest rate charge on all overdue obligations
will be subject to a minimum of the SDR interest rate. Interest shall accrue daily and shall be paid in
SDR promptly after April 30, July 31, October 31, and January 31 of each year.
(d) The Trustee may levy a service charge, set as a percentage of the amount of the disbursement, to
be paid by a member at the time of a disbursement.
(e) For purposes of the margin and service charge, the Trustee shall classify RST-eligible members
into groups based on the member’s status: (i) Group A for RST-eligible members that are also PRGTeligible (or that have per capita gross national income at or below the income threshold for entry
onto the PRGT-eligibility list) and who are not presumed to blend PRGT and GRA resources pursuant
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to the Decision No. 17028-(21/71) –(“Blending Framework”); (ii) Group B for RST-eligible members
who are presumed to blend PRGT and GRA resources under the Blending Framework or who have a
population below 1.5 million and per capita income below ten times the International Development
Association operational cut-off as determined pursuant to paragraph 2(c) of Decision No. [RST
Decision 2]; and (iii) Group C for all other RST-eligible members. The initial classification of members
is set out in Appendix III.
(f) The applicable margin shall be 55 basis points for members in Group A, 75 basis points for
members in Group B, and 95 basis points for members in Group C.
(g) The service charge levied on disbursements of Trust loans shall be zero for members in Group A,
25 basis points for members in Group B, and 50 basis points for members in Group C.
(h) In the event of a subsequent change in the group classification pursuant to subparagraph (e)
above of a member with an arrangement in effect at the time of such change, for the purpose of
applying the service charge and margin to any loan disbursements under that arrangement,
including under commitments not yet disbursed or under a later augmentation, the member will be
treated as remaining in the group it was in at the time of the approval of that arrangement.
(i) The margin and service charge shall be reviewed pursuant to Section XI, either at the periodic
reviews of the RST or earlier if warranted by circumstances. In setting the margin and service charge,
the Trustee shall take into account the borrowing costs for RST-eligible members, the projected net
reserve coverage for Trust loans over the lifecycle of the Trust, and the costs of administrating the
Trust.
(j) The Trustee may not reschedule the repayment of Trust loans.
Paragraph 5. Modifications
Any modification of the provisions applicable to Trust loans will affect only Trust loan disbursements
made after the effective date of the modification, provided that subject to Paragraph 4(c) of this
Section, any modification of the interest rates (including the margins) shall apply to interest accruing
after the effective date of the modification.
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Section III. Contributions to the Trust
Paragraph 1. Authority to Receive Contributions to the Trust
(a) The Trustee may receive contributions of resources for the Loan Account, the Reserve Account,
and the Deposit Account on such terms and conditions as may be agreed between the Trustee and
the respective contributor, subject to the provisions of this Instrument.
(b) The Trustee may only accept a contribution to the Loan Account where the contributor also
makes corresponding contributions to the Reserve Account and to the Deposit Account, equal to at
least two percent and twenty percent, respectively, of its Loan Account contribution amount.
(c) The Trustee may receive stand-alone contributions to the Reserve Account and/or the Deposit
Account.
Paragraph 2. Authority of the Managing Director
For the purpose of receiving contributions to the Loan Account, the Reserve Account, and the
Deposit Account pursuant to paragraph 1 of this Section, the Managing Director of the Trustee is
authorized to enter into agreements with contributors and to make the necessary arrangements in
accordance with the provisions of this Instrument.

Section IV. The Loan Account
Paragraph 1. Resources
(a) For purposes of this Instrument, the term “borrowing agreement” shall comprise loan and note
purchase agreements, and the term “Trust borrowing” shall comprise loans made to the Trust and
notes issued by the Trust.
(b) The resources held in the Loan Account shall consist of: (i) the proceeds of Trust borrowing; and
(ii) repayments of principal and payments of interest on Trust loans funded with drawings under
borrowing agreements to the Loan Account, subject to Section V, paragraph 1(f) and Section VI,
paragraph 1(c) of this Instrument. Loan Account resources may be held temporarily in the shortterm instruments pending the transfer and use of these resources in operations.
Paragraph 2. Drawdown Period under Borrowing Agreements
The period during which the Trustee may draw under borrowing agreements (the “drawdown
period”) for the purpose of extending Trust loans shall extend through November 30, 2030,
provided that, on an exceptional basis, the Managing Director, on behalf of the Trustee, may agree
on a shorter drawdown period than November 30, 2030. Drawings pursuant to Paragraph 3(b) of
this Section may be made for as long as claims under Trust loans remain outstanding.
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Paragraph 3. Drawings under Borrowing Agreements
(a) The Trustee may draw under borrowing agreements to fund Trust loans.
(b) The Trustee may draw on borrowing agreements to fund the early repayment of outstanding
Trust borrowing under another borrowing agreement with the Loan Account (“encashment”), where
a contributor making the early repayment request represents that its balance of payments and
reserve position (or the balance of payments and reserve position of a relevant member of the Fund
if the contributor is the central bank or other official institution of such member) justify the early
repayment, and the Trustee, having given this representation the overwhelming benefit of any
doubt, agrees. As from the effective date of such early repayment, a contributor whose borrowing
agreement has been drawn to fund an encashment call shall have the same rights to repayment as
the contributor requesting the encashment had with respect to the encashed claim, including all
rights to repayments of principal and payments of interest pursuant to Paragraph 5 of this Section
IV.
(c) Drawings under subparagraphs (a) and (b) of this paragraph shall be made with the objective of
maintaining over time broad proportionality of drawings relative to commitments under borrowing
agreements of contributors.
Paragraph 4. Temporary Suspension of Drawings under Borrowing Agreements
(a) A contributor’s request for early repayment pursuant to paragraph 3(b) of this Section shall
suspend calls under its borrowing agreement.
(b) Calls under a contributor’s borrowing agreement shall also be automatically suspended when the
currency of the relevant member is no longer included for transfers in the Fund’s Financial
Transactions Plan.
(c) Following any suspension of calls under subparagraph (a) or (b) above, drawings shall be
resumed as soon as the balance of payments and reserve position of the relevant member have
improved as evidenced by the inclusion of its currency for transfers in the Fund’s Financial
Transactions Plan.
Paragraph 5. Payments of Principal and Interest
(a) The Trust shall make payments of principal and interest on its borrowing for the Loan Account
from the payments into the Loan Account of principal and interest made by borrowers under Trust
loans.
(b) The Trustee shall pay interest on outstanding Trust borrowing at the interest rate set forth in the
relevant borrowing agreement, provided that the rate of interest may not exceed the SDR interest
rate. The Trust shall pay interest on a quarterly basis, normally promptly after April 30, July 31,
October 31, and January 31 of each year to the account of the relevant member in the SDR
Department or as otherwise agreed between the Trustee and the contributor.
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(c) Each drawing under a borrowing agreement shall be repaid in accordance with the repayment
schedule for Trust loans as set out in Section II, paragraph 4(b). The Trustee may repay part or all of
the outstanding drawing under any borrowing agreement at any time prior to the maturity of such
borrowing in the event of early repayment to the corresponding Trust loan.
Paragraph 6. Transfers from the Loan Account to the Reserve Account and Deposit Account
Margin income from Trust loans that accumulates in the Loan Account shall be transferred on a
quarterly basis promptly after April 30, July 31, October 31, and January 31 of each year to fully
replenish any use of Deposit Account principal contributions pursuant to Section VI, Paragraph 1(c)
and then to the Reserve Account.

Section V. Reserve Account
Paragraph 1. Resources
The resources held in the Reserve Account shall consist of:
(a) proceeds of contributions to the Reserve Account pursuant to Section III, Paragraph 1 of this
Instrument;
(b) payment of service charges pursuant to Section II, Paragraph 4(d);
(c) transfers of margin income from the Loan Account pursuant to Section IV, Paragraph 6;
(d) net earnings from investment of resources held in the Reserve Account pursuant to Paragraph 3
of this Section;
(e) transfers of net earnings from temporary holdings of Loan Account resources pending the use of
these resources in operations pursuant to Section IV, Paragraph 1(b);
(f) payments of overdue principal or interest or interest thereon under Trust loan and repayments of
the principal under Trust loans to the extent that resources in the Reserve Account or the Deposit
Account have been used to make payments to a contributor due to a difference in timing or amount
between scheduled principal repayments to the contributor and principal repayments under Trust
loans, provided however that any of these payments and repayments may only be made into the
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Reserve Account after the Deposit Account’s principal contributions are fully replenished pursuant
to Section VI, Paragraph 1(c); and
(g) transfers of net investment income attributable to contributors’ contributions to the Deposit
Account upon the full repayments of these contributions pursuant to Section VI, Paragraph 5(d).
Paragraph 2. Remuneration and Share in Reserve Account Resources
(a) Contributions to the Reserve Account shall not be remunerated.
(b) Each Reserve Account contributor shall have a proportional share in the Reserve Account
balances. Net investment earnings in the Deposit Account attributed to a contributor’s contribution
and transferred to the Reserve Account in accordance with Section VI, Paragraph 5(d) shall be
included in the share of that contributor in the Reserve Account.
Paragraph 3. Investment and Use of Resources
(a) Pending use in accordance with Paragraph 3(b) of this Section, the resources in the Reserve
Account shall be invested in accordance with guidelines adopted by the Trustee, which may be
amended from time to time.
(b) The resources held in the Reserve Account shall be used by the Trustee to:
(1) make repayments of principal and payments of interest pursuant to borrowing agreements for
the Loan Account, to the extent that the amounts available from receipts of principal repayments
and interest payments from borrowers under Trust loans are insufficient to cover the payments to
contributors to the Loan Account as they become due and payable;
(2) pay for the costs of administering the Trust; and
(3) make distributions to contributors to the Reserve Account pursuant to Paragraph 4 of this
Section.
Paragraph 4. Distributions
(a) Contributions to the Reserve Account shall have no fixed maturity, provided that the Managing
Director may agree to a fixed maturity for stand-alone contributions to the Reserve Account taking
into account the investment strategy of Reserve Account resources.
(b) For any stand-alone contribution to the Reserve Account that matures before the liquidation of
the Reserve Account, an amount equal to the lesser of (i) the original contribution amount or (ii) the
relative share of that contribution amount in the Reserve Account, shall be distributed to the
respective contributor by the maturity date of that contribution. The contributor shall receive any
remaining amount attributable to its contribution to the Reserve Account upon the liquidation of
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the Reserve Account pursuant to subparagraph (c) below, or as part of an early distribution pursuant
to subparagraph (d) below.
(c) Upon liquidation of the Trust, all resources in the Reserve Account, including accumulated
income and net of liabilities authorized to be discharged by the Reserve Account, shall be
distributed to contributors to the Reserve Account in proportion to their shares in the Reserve
Account.
(d) Prior to the liquidation of the Trust, and only following the full repayment of all Deposit Account
principal contributions in accordance with Section VI, Paragraph 5(b) and (c) of this Instrument, the
Trustee may decide to distribute a portion of Reserve Account balances if the Trustee determines
that such distribution can be justified in light of the reserve coverage from the remaining Reserve
Account balances for the remaining life cycle of the Trust. Any distribution of Reserve Account
balances would be made in proportion to the share of each contributor in the Reserve Account.

Section VI. Deposit Account
Paragraph 1. Resources
Resources held in the Deposit Account shall consist of:
(a) proceeds of contributions to the Deposit Account pursuant to Section III, Paragraph 1 of this
Instrument;
(b) net earnings from investment of resources held in the Deposit Account pursuant to Paragraph
4(a) of this Section; and
(c) payments of overdue principal or interest or interest thereon under Trust loans, repayments of
the principal under Trust loans to the extent that resources in the Reserve Account or the Deposit
Account have been used to make payments to a contributor due to a difference in timing or amount
between scheduled principal repayments to the contributor and principal repayments under Trust
loans, and any margin income from Trust loans, to replenish any amounts of Deposit Account
principal contributions used to make payments due under borrowing agreements for the Loan
Account pursuant to Paragraph 4(b)(2) of this Section.
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Paragraph 2. Remuneration and Share in Deposit Account Resources
(a) Contributions to the Deposit Account shall be remunerated at the SDR interest rate, provided
that individual contribution agreements can provide for a rate lower than the SDR interest rate.
(b) The share of a contributor in the Deposit Account shall be based on its principal contributions to
this account. Investment earnings and losses shall be attributed to contributors in proportion to
their share.
Paragraph 3. Maturity of Deposit Account Contributions
The maturity date of contributions to the Deposit Account by contributors that are also contributors
to the Loan Account under Section III, Paragraph 1(b) of this Instrument shall be November 30, 2050.
The maturity date for stand-alone contributions to the Deposit Account set out in Section III,
Paragraph 1(c) shall be as agreed between the Managing Director and the contributor and taking
into account the investment strategy for resources in this account.
Paragraph 4. Investment and Use
(a) The resources held in the Deposit Account shall be invested in accordance with guidelines
adopted by the Trustee which may be amended from time to time.
(b) The Trustee shall use resources in the Deposit Account to:
(1) make payments of interest and repayments of principal to contributors to the Deposit Account;
and
(2) make repayments of principal and payment of interest under borrowing agreements for the Loan
Account, to the extent that the amounts available from receipts of principal repayments and interest
payments from borrowers under Trust loans and resources available under the Reserve Account are
insufficient to cover the payments to contributors to the Loan Account as they become due and
payable; provided however that all resources attributable to accumulated net investment earnings, if
any, in the Deposit Account shall first be used in proportion to each contributors share in these
earnings, before resources attributable to contributors’ principal contributions to the Deposit
Account shall be used for making these payments.
Paragraph 5. Payments of Interest and Repayments of Principal to Contributors to the Deposit Account
(a) Interest on the principal amount shall be calculated and accrued daily. The Trust shall pay interest
on a quarterly basis promptly after April 30, July 31, October 31, and January 31 of each year to the
account of the relevant member in the SDR Department or as otherwise agreed by the Trustee and
the contributor.
(b) Contributions to the Deposit Account shall be repaid upon maturity of the respective
contributions or the liquidation of the Deposit Account, whichever is earlier.
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(c) The Trustee may make early repayments of part or all of Deposit Account principal contributions
prior to their maturity or the liquidation of the Deposit Account if the Trustee determines that such
distribution can be justified in light of the net reserve coverage based on the resources in the
Reserve Account and any remaining resources in the Deposit Account, including accumulated net
investment earnings, for the remaining life cycle of the Trust.
(d) Following the full repayment of the contribution of any contributor to the Deposit Account, the
accumulated net investment earnings in the Deposit Account attributable to that contributor shall
be transferred to the Reserve Account under each contributor’s contribution.
(e) A contributor may seek early repayment of all or part of the principal contribution amount if the
contributor represents that its balance of payments and reserve position (or the balance of
payments and reserve position of the relevant member if the contributor is the central bank or other
official institution of such member) justify the early repayment, and the Trustee, having given this
representation the overwhelming benefit of any doubt, agrees. The contributor shall reconstitute
any repaid amount once its balance of payments and reserve position (or the balance of payments
and reserve position of the relevant member of the Fund if the contributor is the central bank or
other official institution of such member) improves as evidenced by the inclusion of the member’s
currency for transfers in the Fund’s Financial Transactions Plan.

Section VII. Transfer of Claims
Paragraph 1. Contributors’ Right to Transfer Claims
Any contributor shall have the right to transfer at any time all or part of any claim on the Loan
Account or the Deposit Account or its share in the Reserve Account to any member of the Fund,
to the central bank or other fiscal agency designated by any member for purposes of Article V,
Section 1 of the Fund’s Articles of Agreement (“other fiscal agency”), or to any official entity that
has been prescribed as a holder of SDRs pursuant to Article XVII, Section 3 of the Fund’s Articles
of Agreement.
Paragraph 2. Condition on the Transfer
The transferee shall, as a condition of the transfer, notify the Trustee prior to the transfer that it
accepts all the obligations of the transferor relating to the transferred claim with respect to
renewal of maturities, as applicable, and shall acquire all the rights of the transferor with respect
to repayments of principal and payments of interest, as applicable, on the transferred claim or
contribution, except that any right to encashment for drawings under borrowing agreements
pursuant to Section IV, Paragraph 3 and for Deposit Account claims pursuant to Section VI,
Paragraph 5(e) of this Instrument shall be acquired only if the transferee is a member of the Fund
or the central bank or other fiscal agency of a member and, at the time of transfer, the balance of
payments and reserve position of the relevant member is considered sufficiently strong, as
evidenced by the inclusion of its currency for transfers under the Fund’s Financial Transactions
Plan.
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Section VIII. Administration of the Trust
Paragraph 1. Trustee
(a) The Trust shall be administered by the Fund as Trustee. Decisions and other actions taken by the
Fund as Trustee shall be identified as taken in that capacity.
(b) Subject to the provisions of this Instrument, the Fund in administering the Trust shall apply the
same rules as apply to the operation of the General Resources Account of the Fund.
(c) The Trustee, acting through its Managing Director, is authorized:
(1) to make all arrangements, including the establishment of accounts in the name of the
International Monetary Fund, which shall be accounts of the Fund as Trustee, with such depositories
as the Trustee deems necessary; and
(2) to take all other administrative measures that the Trustee deems necessary to implement the
provisions of this Instrument.
Paragraph 2. Separation of Assets and Accounts, Audits and Reports
(a) The resources of the Trust shall be kept separate from the property and assets of all other
accounts of the Fund, including other trusts and administered accounts, and shall be used only for
the purposes of the Trust in accordance with this Instrument; provided however that for investment
purposes, resources of the Trust may be pooled with resources of other trusts or accounts
administered by the Fund for the benefit of others under arrangements that allow for the attribution
of pooled investments to each relevant trust or account.
(b) The property and assets held in the other accounts of the Fund shall not be used to discharge
liabilities or meet losses arising out of the administration of the Trust. The resources of the Trust
shall not be used to discharge liabilities or meet losses arising out of the administration of other
accounts of the Fund or other accounts administered by the Fund.
(c) The Trustee shall maintain separate financial records and prepare separate financial statements
for the Trust.
(d) The external audit firm selected under Section 20 of the Fund’s By-Laws shall audit the financial
transactions and records of the Trust. The audit shall relate to the financial year of the Fund.
(e) The Fund shall report on the resources and operations of the Trust in the Annual Report of the
Executive Board to the Board of Governors of the Trustee and shall include in that Annual Report the
report of the external audit firm on the Trust.
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Section IX. Period of Operation and Liquidation
Paragraph 1. Period of Operation
The Trust established by this Instrument shall remain in effect for as long as is necessary, in the
judgment of the Fund, to conduct and to wind up the business of the Trust.
Paragraph 2. Liquidation of the Trust
(a) Termination and distribution of the Deposit Account shall be in accordance with Section VI,
Paragraph 5.
(b) Resources in the Reserve Account shall be used to discharge any liabilities of the Trust and any
remainder shall be distributed to contributors to the Reserve Account in accordance with their
shares of contributions.

Section X. Amendment of the Instrument
Paragraph 1. Amendments by the Executive Board
Subject to Paragraph 2 of this Section, the Trustee may amend the provisions of this Instrument.
Paragraph 2. Amendments with Contributor Consent
(a) Section I, Paragraph 1; Section II, Paragraphs 4 (b) and 4(j); Section IV, Paragraphs 2 to 5; Section
V, Paragraphs 2 to 4; Section VI; Paragraphs 2 to 5; Section VIII, Paragraph 2(a) and (b); Section IX,
Paragraph 2; and this Section X may only be amended with the consent of Loan Account
contributors to the Trust. Any amendment to Section V, Paragraphs 2 to 4 or Section VI, Paragraphs
2 to 5 will also require the consent of stand-alone contributors to the Reserve Account; or the
consent of stand-alone contributors to the Deposit Account, respectively.
(b) If a Loan Account contributor does not provide the required consent pursuant to paragraph (a)
above, further drawings under the borrowing agreement of the contributor will be suspended,
except for drawings to fund disbursements for outstanding commitments of Trust loans and to fund
any requests pursuant to Section IV, Paragraph 3(b) for early repayment of Trust borrowing
outstanding or committed at the time the amendment becomes effective. The contributor may also
request the return of a share of its principal contributions to the Deposit Account and Reserve
Account based on the ratio of remaining uncommitted resources under its borrowing agreements to
total commitments under its borrowing agreements to the Loan Account.
(c) If a stand-alone contributor to the Reserve Account or the Deposit Account does not consent to
an amendment that requires its consent, it may request the repayment of its principal contribution,
net of any losses or retained investment earnings. The contributor shall receive any remaining
amount attributable to its contribution to the Reserve Account or the Deposit Account upon the
liquidation of, or as part of an early distribution.
(d) In seeking contributor consent on a proposed amendment of this Instrument, the Trustee shall
first establish a deadline for the explicit consent of contributors, followed by a second deadline after
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which it can deem that a contributor that does not respond to the request for consent within that
deadline has consented to the proposed amendment. A contributor that is deemed to have
consented will have 6 months from the effectiveness of the amendment to notify its objection to the
amendment and request a suspension of drawings under its borrowing agreement to the Loan
Account and the return of its share in the Reserve Account and the Deposit Account, respectively,
pursuant to subparagraphs (b) or (c) above.

Section XI. Review
The Trustee shall review the operation of the Trust, including eligibility for Trust loans, adequacy of
resources and reserve coverage, and the level of margins, service charges and interest rates. The first
such review will take place no later than three years from the date on which the Managing Director
notifies the Executive Board that the Trust can begin lending operations.
Appendix I – Misreporting and Noncomplying Disbursements under the Resilience and
Sustainability Trust
Appendix II – Procedures for Addressing Overdue Financial Obligations under the Resilience
and Sustainability Trust
Appendix III – RST country groups for purposes of margin and service fees
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Appendix I. Misreporting and Noncomplying Disbursements
Under the Resilience and Sustainability Trust
a.

A noncomplying disbursement under an RSF Arrangement occurs when (i) the Trustee

completes a review under the RSF arrangement and makes a disbursement in accordance with this
Instrument on the basis of a finding by the Trustee, supported by information provided by the

member, that a Reform Measure has been implemented or that the deviation in the implementation
of the Reform Measure was minor, and (ii) that finding later proves to be incorrect.
b.

A disbursement under an RSF arrangement will also be a noncomplying disbursement when,

subsequent to the disbursement, the Executive Board finds that a misreporting has occurred at the
completion of a concurrent review under the accompanying UCT quality instrument and such

misreporting is not assessed as de minimis or waived. A “concurrent review” for the purpose of this

paragraph is a review under the accompanying UCT quality instrument completed at the same time
as a review under the RSF arrangement. A misreporting at the concurrent review will taint the

disbursement made under the RSF arrangement that was conditioned on the completion of the
concurrent review where the misreporting occurred. A misreporting under an RSF arrangement
solely because of this paragraph b is subject to the same limitation period that applies to the
misreporting under the accompanying UCT-quality instrument.
c.

Whenever evidence comes to the attention of the staff of the Trustee indicating that a

member may have received a noncomplying disbursement in accordance with paragraph a above,
the Managing Director shall promptly inform the member concerned.
d.

If, after consultation with the member, the Managing Director determines that the member

did receive a noncomplying disbursement in accordance with paragraph a above, the Managing

Director shall promptly notify the member and submit a report to the Executive Board of the Trustee
together with recommendations.
e.

If the noncomplying disbursement under paragraph a above was made no more than four

years prior to the date on which the Managing Director informed the member, as provided for in

paragraph c above, the Executive Board may decide either (i) that the member will be called upon to
make an early repayment, or (ii) that no early repayment will be required if the Executive Board is
satisfied that the objectives of the Reform Measure have been achieved notwithstanding the
deviation because the deviation in policy implementation is minor.
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f.

If the decision of the Executive Board is to call upon the member to make an early

repayment as provided for in paragraph e(i) above, the member will be expected to repay an

amount equivalent to the noncomplying disbursement, together with any interest accrued thereon,
normally within a period of 30 days from the date of the Executive Board decision.
g.

If a member fails to meet a repayment expectation under this Appendix within the period

established by the Executive Board, (i) the Managing Director shall promptly submit a report to the
Executive Board together with a proposal on how to deal with the matter, and (ii) interest shall be
charged on the amount subject to the repayment expectation at the rate applicable to overdue
amounts under Section II, Paragraph 4 of this Instrument.
h.

If a disbursement made under an RSF arrangement is non-complying solely because of a

finding of misreporting under the accompanying UCT-quality instrument, as set forth in paragraph b

above, the applicable misreporting procedures shall be those specified under the provisions
governing a misreporting under the relevant UCT-quality instrument.
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Appendix II. Procedures For Addressing Overdue Financial
Obligations Under the Resilience and Sustainability Trust
The following procedures aim at preventing the emergence or accumulation of overdue financial
obligations to the Resilience and Sustainability Trust (the “Trust”). These procedures will be

implemented whenever a member has failed to make a repayment of principal or payment of
interest to the Trust (“financial obligation”).
1.

Whenever a member fails to settle a financial obligation on time, staff will immediately send

a communication urging the member to make the payment promptly; this communication will be
followed up through the office of the Executive Director concerned. At this stage, the member’s
access to the Fund’s resources, including the Resilience and Sustainability Trust resources, the
Poverty Reduction and Growth Trust and HIPC resources, is suspended.
2.

When a financial obligation has been outstanding for two weeks, the Managing Director will

send a communication to the Governor for that member stressing the seriousness of the failure to
meet obligations to the Trust and urging full and prompt settlement.
3.

The Managing Director will notify the Executive Board normally one month after a financial

obligation has become overdue and will inform the Executive Board of the nature and level of the
arrears and the steps being taken to secure payment.
4.

When a member’s longest overdue financial obligation has been outstanding for six weeks,

the Managing Director will inform the member concerned that, unless all overdue obligations are

settled, a report concerning the arrears to the Trust will be issued to the Executive Board within two
weeks. The Managing Director will in each case recommend to the Executive Board whether a

written communication should be sent to a selected set of Fund Governors, or to all Fund Governors.
If it were considered that it should be sent to a selected set of Fund Governors, an informal meeting
of Executive Directors will be held to consider the thrust of the communication. Alternatively, if it
were considered that the communication should be sent to all Fund Governors, a formal Board
meeting will be held to consider a draft text and preferred timing.
5.

A report by the Managing Director to the Executive Board will be issued two months after a

financial obligation has become overdue, and will be given substantive consideration by the

Executive Board one month later. The report will request that the Executive Board limit the member’s
use of Trust resources. A brief factual statement noting the existence and amount of arrears
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outstanding for more than three months will be posted on the member’s country-specific page on
the Fund’s external website. This statement will also indicate that the member’s access to the Fund’s
resources, including the Resilience and Sustainability Trust resources, the Poverty Reduction and

Growth Trust resources and HIPC resources, has been and will remain suspended for as long as such
arrears remain outstanding. A press release will be issued following the Executive Board decision to
limit the member’s use of the Fund’s resources. A similar press release will be issued following a

decision to lift such limitation. Periods between subsequent reviews of reports on the member’s
arrears by the Executive Board will normally not exceed six months. The Managing Director may
recommend advancing the Executive Board’s consideration of the reports regarding overdue

obligations. The Managing Director may also recommend postponing for up to one-year periods
the Executive Board’s consideration of a report regarding a member’s overdue obligations in

exceptional circumstances where the Managing Director judges that there is no basis for an earlier
evaluation of the member’s cooperation with the Fund.
6.

The Annual Report and the financial statements will identify those members with overdue

obligations to the Trust outstanding for more than six months.
Removal from the List of RST-Eligible Members

7.

When a member’s longest overdue financial obligation has been outstanding for six months,

the Executive Board will review the situation of the member and may remove the member from the

list of RST-eligible members. Any reinstatement of the member on the list of RST-eligible members
will require a new decision of the Executive Board. The Fund shall issue a press release upon the

decision to remove a member from the list of RST-eligible members. A similar press release shall be
issued upon reinstatement of the member on the list of RST-eligible members. The information

contained in such press releases, where pertinent, shall be included in the Annual Report for the year
concerned.
Declaration of Noncooperation with the Trust

8.

A declaration of noncooperation with the Trust may be issued by the Executive Board

whenever a member’s longest overdue financial obligation has been outstanding for twelve months.
The decision as to whether to issue such a declaration would be based on an assessment of the

member’s performance in the settlement of its arrears to the Trust (and to the Fund more generally,
if applicable) and of its efforts, in consultation with the Fund, to follow appropriate policies for the
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settlement of its arrears. Three related tests would be germane to this decision regarding (i) the
member’s performance in meeting its financial obligations to the Fund, including to the GRA and

PRGT where applicable, taking account of exogenous factors that may have affected the member’s
performance; (ii) whether the member had made payments to creditors other than the Fund while
continuing to be in arrears to the Trust; and (iii) the preparedness of the member to adopt

comprehensive adjustment policies. The Executive Board may at any time terminate the declaration
of noncooperation in view of the member’s progress in the implementation of adjustment policies

and its cooperation with the Fund in the discharge of its financial obligations. Upon a declaration of
noncooperation, the Fund could also decide to suspend the provision of technical assistance. The
Managing Director may also limit technical assistance provided to a member, if in the Managing
Director’s judgment that assistance was not contributing adequately to the resolution of the

problems associated with overdue obligations to the Trust. The Fund shall issue a press release upon
the declaration of noncooperation and upon the termination of the declaration. The information

contained in such press releases shall be included in the Annual Report(s) for the year(s) concerned.
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Appendix III. RST Country Groupings for Interest
and Margin Purposes
Group A
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51

Afghanistan
Burkina Faso
Burundi
Cabo Verde
Central African Republic
Chad
Democratic Republic of Congo
Djibouti
Dominica
Eritrea
Ethiopia
Gambia, The
Grenada
Guinea
Guinea-Bissau
Haiti
Kiribati
Kyrgyz Republic
Lesotho
Liberia
Madagascar
Malawi
Maldives
Mali
Marshall Islands
Mauritania
Micronesia
Mozambique
Myanmar
Nepal
Niger
Republic of Congo
Rwanda
Samoa
São Tomé and Príncipe
Sierra Leone
Somalia
South Sudan
St. Lucia
St. Vincent and the Grenadines
Sudan
Syria
Tajikistan
Tanzania
Togo
Tonga
Tuvalu
Uganda
Yemen
Zambia
Zimbabwe

Group B
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

Bangladesh
Belize
Benin
Bhutan
Cambodia
Cameroon
Comoros
Côte d'Ivoire
Equatorial Guinea
Eswatini
Fiji
Ghana
Guyana
Honduras
Kenya
Lao P.D.R.
Mauritius
Moldova
Montenegro, Rep. of
Nicaragua
Papua New Guinea
Senegal
Solomon Islands
Suriname
Timor-Leste
Uzbekistan
Vanuatu

Group C
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64

Albania
Algeria
Angola
Antigua and Barbuda
Argentina
Armenia
Azerbaijan
Bahamas, The
Barbados
Belarus
Bolivia
Bosnia and Herzegovina
Botswana
Brazil
Bulgaria
China
Colombia
Costa Rica
Cyprus
Dominican Republic
Ecuador
Egypt
El Salvador
Estonia
Gabon
Georgia
Guatemala
India
Indonesia
Iran
Iraq
Jamaica
Jordan
Kazakhstan
Kosovo
Lebanon
Libya
Malaysia
Malta
Mexico
Mongolia
Morocco
Namibia
Nauru
Nigeria
North Macedonia
Pakistan
Palau
Panama
Paraguay
Peru
Philippines
Russian Federation
Serbia
Seychelles
South Africa
Sri Lanka
St. Kitts and Nevis
Thailand
Trinidad and Tobago
Tunisia
Turkey
Turkmenistan
Ukraine
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Attachment B. RST-Eligible Members
Member

Afghanistan
Albania
Algeria
Angola
Antigua and Barbuda
Argentina
Armenia
Azerbaijan
Bahamas, The
Bangladesh
Barbados
Belarus
Belize
Benin
Bhutan
Bolivia
Bosnia and Herzegovina
Botswana
Brazil
Bulgaria
Burkina Faso
Burundi
Cabo Verde
Cambodia
Cameroon
Central African Rep.
Chad
China
Colombia
Comoros
Costa Rica
Côte d'Ivoire
Cyprus
Dem. Rep. of Congo
Djibouti
Dominica
Dominican Republic
Ecuador
Egypt
El Salvador
Equatorial Guinea
Eritrea
Estonia
Eswatini
Ethiopia
Fiji
Gabon
Gambia, The
Georgia
Ghana
Grenada
Guatemala
Guinea
Guinea-Bissau
Guyana
Haiti
Honduras
India
Indonesia
Iran
Iraq
Jamaica
Jordan
Kazakhstan
Kenya
Kiribati
Kosovo
Kyrgyz Republic
Lao P.D.R.
Lebanon
Lesotho

PRGT Small
State
1
0
0
0
0
0
0
0
0
1
0
0
0
1
1
0
0
0
0
0
1
1
1
1
1
1
1
0
0
1
0
1
0
1
1
1
0
0
0
0
0
1
0
0
1
0
0
1
0
1
1
0
1
1
0
1
1
0
0
0
0
0
0
0
1
1
0
1
1
0
1

0
0
0
0
1
0
0
0
1
0
1
0
1
0
1
0
0
0
0
0
0
0
1
0
0
0
0
0
0
1
0
0
1
0
1
1
0
0
0
0
1
0
1
1
0
1
0
0
0
0
1
0
0
0
1
0
0
0
0
0
0
0
0
0
0
1
0
0
0
0
0

2020 GNI
per capita
(USD)
500
5,210
3,550
2,230
14,250
8,930
4,220
4,450
27,780
2,010
14,460
6,330
3,970
1,280
2,860
3,200
6,090
6,640
7,850
9,540
790
270
3,060
1,490
1,500
510
660
10,610
5,780
1,450
11,460
2,280
26,110
550
3,320
6,870
7,260
5,530
3,000
3,650
5,810
23,250
3,580
890
4,720
6,970
750
4,290
2,230
8,740
4,490
1,020
760
6,600
1,250
2,200
1,900
3,870
2,870
4,660
4,620
4,310
8,680
1,760
3,010
4,440
1,160
2,480
5,510
1,100

2020
Population
(thousands)

Member

PRGT

Small
State

38,928
2,838
43,851
32,866
98
45,377
2,963
10,110
393
164,689
287
9,399
398
12,123
772
11,673
3,281
2,352
212,559
6,927
20,903
11,891
556
16,719
26,546
4,830
16,426
1,402,112
50,883
870
5,094
26,378
1,207
89,561
988
72
10,848
17,643
102,334
6,486
1,403
3,214
1,331
1,160
114,964
896
2,226
2,417
3,714
31,073
113
16,858
13,133
1,968
787
11,403
9,905
1,380,004
273,524
83,993
40,223
2,961
10,203
18,754
53,771
119
1,775
6,592
7,276
6,825
2,142

Liberia
Libya
Madagascar
Malawi
Malaysia
Maldives
Mali
Malta
Marshall Islands
Mauritania
Mauritius
Mexico
Micronesia
Moldova
Mongolia
Montenegro, Rep. of
Morocco
Mozambique
Myanmar
Namibia
Nauru
Nepal
Nicaragua
Niger
Nigeria
North Macedonia
Pakistan
Palau
Panama
Papua New Guinea
Paraguay
Peru
Philippines
Republic of Congo
Russian Federation
Rwanda
Samoa
São Tomé and Príncipe
Senegal
Serbia
Seychelles
Sierra Leone
Solomon Islands
Somalia
South Africa
South Sudan
Sri Lanka
St. Kitts and Nevis
St. Lucia
St. Vincent and the Gren.
Sudan
Suriname
Syria (2019 GNI )
Tajikistan
Tanzania
Thailand
Timor-Leste
Togo
Tonga
Trinidad and Tobago
Tunisia
Turkey
Turkmenistan
Tuvalu
Uganda
Ukraine
Uzbekistan
Vanuatu
Vietnam
Yemen
Zambia
Zimbabwe

1
0
1
1
0
1
1
0
1
1
0
0
1
1
0
0
0
1
1
0
0
1
1
1
0
0
0
0
0
1
0
0
0
1
0
1
1
1
1
0
0
1
1
1
0
1
0
0
1
1
1
0
1
1
1
0
1
1
1
0
0
0
0
1
1
0
1
1
0
1
1
1

0
0
0
0
0
1
0
1
1
0
1
0
1
0
0
1
0
0
0
0
1
0
0
0
0
0
0
1
0
0
0
0
0
0
0
0
1
1
0
0
1
0
1
0
0
0
0
1
1
1
0
1
0
0
0
0
1
0
1
1
0
0
0
1
0
0
0
1
0
0
0
0

2020 GNI per
capita (USD)
530
4,850
480
580
10,580
6,830
830
25,370
5,010
1,640
10,230
8,480
4,010
4,570
3,670
7,900
2,980
460
1,260
4,520
16,630
1,190
1,850
540
2,000
5,720
1,280
16,500
11,880
2,660
5,140
6,010
3,430
1,830
10,690
780
4,070
2,070
1,430
7,400
12,720
490
2,300
310
5,410
3,720
17,400
8,790
7,340
650
5,510
1,170
1,060
1,080
7,050
1,830
920
5,000
15,410
3,100
9,050
7,220
5,820
800
3,540
1,670
2,780
2,660
940
1,190
1,090

2020
Population
(thousands)
5,058
6,871
27,691
19,130
32,366
541
20,251
525
59
4,650
1,266
128,933
115
2,618
3,278
622
36,911
31,255
54,410
2,541
11
29,137
6,625
24,207
206,140
2,083
220,892
18
4,315
8,947
7,133
32,972
109,581
5,518
144,104
12,952
198
219
16,744
6,908
98
7,977
687
15,893
59,309
11,194
21,919
53
184
111
43,849
587
17,501
9,538
59,734
69,800
1,318
8,279
106
1,399
11,819
84,339
6,031
12
45,741
44,135
34,232
307
97,339
29,826
18,384
14,863

Notes: GNI data based on data current as of October 2021. Andorra, San Marino, and Venezuela excluded due to
missing GNI data.
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Attachment C. Guidelines for Investing PRG, RS, PRG-HIPC, and
CCR Trusts’ Assets
GENERAL PROVISIONS

Investment Assets
1.
These Guidelines establish the investment objectives and policies to guide the investment of
resources of the Poverty Reduction and Growth Trust (“PRG Trust”), the Resilience and Sustainability
Trust (“RS Trust”), the Trust for Special Poverty and Growth Operations for the Heavily Indebted Poor
Countries and Interim ECF Subsidy Operations (“PRG-HIPC Trust”) and the Catastrophe Containment
and Relief Trust (“CCR Trust”) (each a “Trust,” and collectively the “Trusts”).
2.
The resources of each Trust that are available for investment (“Investment Assets”) shall be
subject to these Guidelines.

Responsibilities of the Managing Director
3.
The Managing Director is responsible for implementing the investment policies set out in
these Guidelines.
4.
In carrying out the Managing Director’s responsibilities, the Managing Director shall (a)
establish effective decision-making and oversight arrangements; (b) take the necessary measures,
including the adoption of policies and procedures, that seek to avoid actual or perceived conflicts of
interest; (c) adopt responsible investing principles that incorporate environmental, social, and
governance (ESG) considerations into the investment process to support the investment objectives
of the Trust Assets and to uphold the Fund’s reputation; and (d) establish specific risk control
measures and put in place mechanisms to monitor their observance by asset managers.
5.
In connection with the adoption of measures under paragraph 4, the Managing Director
shall consult with the Executive Board regarding key conflicts of interest policies and arrangements
and responsible investment principles and arrangements.
6.
The Managing Director shall provide annual reports to the Executive Board on the
investment activities of the Trusts. Ad hoc reports shall be prepared as warranted by market or other
developments.

External Asset Managers
7.
The Investment Assets of the Trusts shall be managed by external managers, except that the
Managing Director is authorized to manage: (a) investments in obligations of the Bank for
International Settlements (BIS) and central bank deposits; and (b) other Investment Assets of the
Trusts on an interim basis following the termination of an external asset manager and pending the
transfer of the assets to another external asset manager.
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8.
The Managing Director shall only select external asset managers of the highest professional
standards, and shall take into account their proven skills and track record suitable to achieve the
investment objectives and to carry out the investment strategies set out under these Guidelines.

Custody Arrangements
9.
The Managing Director shall establish adequate measures for the safekeeping and custody
of the Investment Assets of the Trusts.

Audit
10.
The Investment Assets of the Trusts shall be audited by the Fund’s external auditors and
included in the annual financial statements of the Fund.

Review of the Guidelines and Conflict of Interest Policies
11.
The Executive Board shall review these Guidelines and the Fund’s relevant conflict of interest
policies at least every five years.
INVESTMENT OF ASSETS OF THE PRG TRUST

Investment Objectives
12.
The Investment Assets of the PRG Trust shall be invested taking into account the purposes
of these assets (a) to generate income to support the self-sustaining operations of the PRG Trust, (b)
to provide security to lenders to the PRG Trust, and (c) to provide adequate liquidity for the PRG
Trust’s operational needs.
13.
The return target of the PRG Trust’s investment is to generate a margin of 90 basis points
above the three-month SDR rate, over a long-term investment horizon of at least 10 years.

Target Asset Allocation
14.
The Investment Assets of the PRG Trust shall be invested according to the following
allocation targets as a percent of the Investment Assets of the PRG Trust: (a) 60 percent in liquidity
and short duration fixed-income components, with the specific allocation between these two
components to be established by the Managing Director, (b) 15 percent in a component of
corporate bonds, (c) 5 percent in a component of emerging market government bonds, and (d) 20
percent in a component of global equities.

Eligible Investments
15.
The liquidity component shall be limited to BIS deposits and central bank deposits, in each
case with a maximum maturity of up to one year and denominated in SDR or currencies included in
the SDR basket.
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16.

(a)

The following guidelines apply to the short duration fixed-income component:

i.

The short duration fixed-income component shall consist of two tranches, a shorterduration Tranche 1 and a longer-duration Tranche 2, and shall have a maximum
average duration of 3 years.

ii.

Tranche 1 assets shall be managed actively. Eligible asset classes for Tranche 1 are
Group 1 and Group 2 asset classes as defined in paragraph 16(b) below.

iii.

Tranche 2 assets shall be managed according to a buy-and-hold investment
approach. Eligible asset classes for Tranche 2 are Group 1 asset classes as defined in
paragraph 16(b) below.

iv.

Asset transfers between Tranche 1 and Tranche 2 and the allocation to Tranche 1
and Tranche 2 of future inflows to, and outflows from, the short duration fixedincome component shall be determined by the Managing Director.

(b)

The following guidelines shall apply to Group 1 and Group 2 asset classes:

i.

“Group 1 asset classes” shall be limited to:
A.

debt obligations issued by national governments of members or their central
banks;

B.

debt obligations issued by national agencies of members;

C.

debt obligations issued by supranational institutions; and

D.

obligations issued by the BIS, including without limitation deposits with the
BIS and MTIs;

all of which shall be denominated in SDR or the currencies included in the SDR
basket.
ii.
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“Group 2 asset classes” shall be limited to:
A.

debt obligations issued by national governments of members or their central
banks denominated in non-SDR currencies selected by the Managing
Director or, upon the authorization by the Managing Director, by external
managers, provided that any currency selection shall be based on ex-ante
criteria determined by the Managing Director;

B.

debt obligations denominated in SDR or the currencies included in the SDR
basket, comprising: (I) securities issued by subnational governments; (II)
mortgage-backed and other asset-backed securities; (III) covered bonds; and
(IV) short-dated unsecured corporate bonds; and
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C.
(c)

cash-equivalent investments with maturities of one year or less, that are
denominated in SDR or the currencies included in the SDR basket.

Up to the maximum 40 percent of the total value of the short duration fixed-income
component may be invested in Group 2 asset classes, and the breach of this limit
shall require prompt action to bring the short duration fixed-income component
back within the established limit.

17.
The Managing Director shall establish the parameters for determining the specific assets
eligible for the corporate bond, emerging market government bond and global equity components,
and for duration and currency requirements for the corporate bond and emerging market
government bond components. On an exceptional basis, the Managing Director may permit the
inclusion of debt obligations issued by national governments of members or their central banks in
the corporate bond component.
18.
In addition to investing in the assets as set out above, residual cash balances may be held
temporarily uninvested, or in the short-term instruments sponsored by the custodian(s) or an
affiliate.

Investment Management
19.

The liquidity component shall be managed to meet the operational needs of the PRG Trust.

20.
The short duration fixed-income component shall be managed in accordance with
paragraph 16 above.
21.
The components of corporate bonds, emerging market government bonds, and global
equities shall be managed passively, with the exception of emerging markets equities which may be
managed actively.

Target Asset Allocation Rebalancing
22.
Based on modalities established by the Managing Director, the allocation of the Investment
Assets of the PRG Trust shall be rebalanced at least annually to minimize deviation from the
allocation targets under paragraph 14 above or more frequently in the event of significant deviation.

Minimum Credit Ratings
23.
Except for obligations of the BIS, central bank deposits, uninvested cash balances and
equities, all assets in which the PRG Trust invests must have a credit rating equivalent to at least
BBB- for corporate bonds and BBB+ for all other assets (based on Standard & Poor’s long-term
rating scale) by a major credit rating agency at the time of acquisition. The Managing Director may
establish higher credit ratings for eligible individual asset classes.
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24.
In cases where an asset is not directly rated, the Managing Director may determine whether
a credit rating may be inferred for such asset in a manner that is consistent with market practice.

Divestment
25.
Any eligible investment that ceases to meet the rating threshold under paragraph 23 or
otherwise becomes ineligible after acquisition shall be divested within three months, except that
corporate bonds which fail to meet the rating threshold under paragraph 23 after acquisition may
be divested or continue to be retained in accordance with modalities established by the Managing
Director.

Limits on Investment Activities
26.
The Managing Director shall establish adequate safeguards against short selling and
financial leverage.
27.
Derivatives may be used for managing interest rate risk, currency hedging, or reducing costs
in the context of portfolio balancing, benchmark replication and market access. The currency
composition of the liquidity, short duration fixed-income, and corporate bond components shall be
aligned with, or hedged to, the SDR basket composition.
INVESTMENT OF ASSETS OF THE RS TRUST

Investment Management and Objectives
28.
The Investment Assets of the RS Trust shall be invested taking into account the purposes of
these assets (a) to generate income to support RS Trust operations, (b) to provide security for RS
Trust loans, and (c) to provide adequate liquidity for the RS Trust’s withdrawal needs.
29.
The Investment Assets of the RS Trust shall be invested in liquidity and short duration fixedincome components, with the specific allocation between these two components to be established
by the Managing Director.
30.

The liquidity component shall be managed to meet the operational needs of the RS Trust.

31.
The short duration fixed-income component shall be managed in accordance with
paragraph 33 below. The investment objective of the short duration fixed-income component of the
RS Trust is to achieve investment returns in SDR terms that exceed the 3-month SDR interest rate by
a margin of 50 basis points over time while minimizing the frequency and extent of negative returns
and underperformance over an investment horizon of three to four years.
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Eligible Investments
32.
The liquidity component shall be limited to BIS deposits and central bank deposits, in each
case with a maximum maturity of up to one year and denominated in SDR or currencies included in
the SDR basket.
33.

(a)

The following guidelines apply to the short duration fixed-income component:

i.

The short duration fixed-income component shall consist of two tranches, a shorterduration Tranche 1 and a longer-duration Tranche 2, and shall have a maximum
average duration of 3 years.

ii.

Tranche 1 assets shall be managed actively. Eligible asset classes for Tranche 1 are
Group 1 and Group 2 asset classes as defined in paragraph 33(b) below.

iii.

Tranche 2 assets shall be managed according to a buy-and-hold investment
approach. Eligible asset classes for Tranche 2 are Group 1 asset classes as defined in
paragraph 33(b) below.

iv.

Asset transfers between Tranche 1 and Tranche 2 and the allocation to Tranche 1
and Tranche 2 of future inflows to, and outflows from, the short duration fixedincome component shall be determined by the Managing Director.

(b)

The following guidelines shall apply to Group 1 and Group 2 asset classes:

i.

“Group 1 asset classes” shall be limited to:
A.

debt obligations issued by national governments of members or their central
banks;

B.

debt obligations issued by national agencies of members;

C.

debt obligations issued by supranational institutions; and

D.

obligations issued by the BIS, including without limitation deposits with the
BIS and MTIs;

all of which shall be denominated in SDR or the currencies included in the SDR
basket.
ii.

“Group 2 asset classes” shall be limited to:
A.

debt obligations issued by national governments of members or their central
banks denominated in non-SDR currencies selected by the Managing
Director or, upon the authorization by the Managing Director, by external
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managers, provided that any currency selection shall be based on ex-ante
criteria determined by the Managing Director;

(c)

B.

debt obligations denominated in SDR or the currencies included in the SDR
basket, comprising: (I) securities issued by subnational governments; (II)
mortgage-backed and other asset-backed securities; (III) covered bonds; and
(IV) short-dated unsecured corporate bonds; and

C.

cash-equivalent investments with maturities of one year or less, that are
denominated in SDR or the currencies included in the SDR basket.

Up to the maximum 40 percent of the total value of the short duration fixed-income
component may be invested in Group 2 asset classes, and the breach of this limit
shall require prompt action to bring the short duration fixed-income component
back within the established limit.

34.
In addition to investing in the assets as set out above, residual cash balances may be held
temporarily uninvested, or in the short-term instruments sponsored by the custodian(s) or an
affiliate.

Minimum Credit Ratings
35.
Except for obligations of the BIS, central bank deposits, and uninvested cash balances, all
assets in which the RS Trust invests must have a credit rating equivalent to at least BBB- for
corporate bonds and BBB+ for all other assets (based on Standard & Poor’s long-term rating scale)
by a major credit rating agency at the time of acquisition. The Managing Director may establish
higher credit ratings for eligible individual asset classes.
36.
In cases where an asset is not directly rated, the Managing Director may determine whether
a credit rating may be inferred for such asset in a manner that is consistent with market practice.

Divestment
37.
Any eligible investment that ceases to meet the rating threshold under paragraph 35 or
otherwise becomes ineligible after acquisition shall be divested within three months, except that
corporate bonds which fail to meet the rating threshold under paragraph 35 after acquisition may
be divested or continue to be retained in accordance with modalities established by the Managing
Director.

Limits on Investment Activities
38.
The Managing Director shall establish adequate safeguards against short selling and
financial leverage.
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39.
Derivatives may be used for managing interest rate risk, currency hedging, or reducing costs
in the context of portfolio balancing, benchmark replication and market access. The currency
composition of the liquidity and short duration fixed-income components shall be aligned with, or
hedged to, the SDR basket composition.
OTHER TRUST ASSETS

Investment Objectives
40.
The Investment Assets of the PRG-HIPC and CCR Trusts shall be invested to enhance returns
subject to the liquidity requirements of each Trust while limiting the risk of impairment of capital
over an investment horizon of no more than three years.

Eligible Investments
41.
The Investment Assets of each of the PRG-HIPC and CCR Trusts shall be invested in a
liquidity component and an investment component, with the specific allocation between the two
components determined by the Managing Director.
42.
The liquidity component shall be limited to BIS deposits and central bank deposits, in each
case with a maximum maturity of up to one year and denominated in SDR or currencies included in
the SDR basket.
43.
The investment component shall be limited to marketable obligations issued by a member
or by a national official financial institution of a member that are denominated in SDR; marketable
obligations issued by a member or by a national official financial institution of a member whose
currency is in the SDR basket and that are denominated in the currency of that member; marketable
obligations issued by international financial organizations and denominated in SDR or in a currency
in the SDR basket; and deposits with a commercial bank, a national financial institution of a member,
or an international financial institution that are denominated in SDR or in a currency in the SDR
basket.
44.

The investment component shall have a maximum average duration of three years.

Investment Management
45.
trust.

The liquidity component shall be managed to meet the operational needs of the respective

46.
The investment component shall be managed actively except for investments in obligations
of the BIS and central bank deposits managed by the Managing Director.
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Currency Composition Rebalancing
47.
The currency composition of the Investment Assets of the PRG-HIPC and CCR Trusts shall be
rebalanced periodically to the SDR basket composition.

Minimum Credit Ratings
48.
Except for obligations of the BIS, central bank deposits and uninvested cash balances, all
assets in which the PRG-HIPC Trust and CCR Trust invest must have a credit rating equivalent to at
least A (based on Standard & Poor’s long-term rating scale) by a major credit rating agency at the
time of acquisition.
49.
In cases where an asset is not directly rated, the Managing Director may determine whether
a credit rating may be inferred for such asset in a manner that is consistent with market practice.

Divestment
50.
Any eligible investment that ceases to meet the rating threshold in paragraph 48 or
otherwise becomes ineligible after acquisition shall be divested within three months.

Limits on Investment Activities
51.
The Managing Director shall establish adequate safeguards against short selling and
financial leverage.
52.
Derivatives shall be prohibited except for forwards entered into for purposes of currency
hedging with eligible issuers under paragraph 43.

Use of Currencies
53.
Investment which does not involve an exchange of currency shall be made only after
consultation with the member whose currency is to be used, or, when an exchange of currencies is
involved, with the consent of the issuers of such currencies.
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Attachment D. Redlines of Changes to Existing Executive Board
Decisions
POLICY SUPPORT INSTRUMENT —FRAMEWORK (Decision No. 13561-(05/85), as
amended)
General
1. Upon request, the Fund will be prepared to provide the technical services described in this
Decision to members that are eligible for assistance under the Poverty Reduction and Growth Trust
(PRGT), i.e., included in the list of members annexed to Decision No. 8240-(85/56), as amended, and
that: (a) have a policy framework focused on consolidating macroeconomic stability and debt
sustainability, while deepening structural reforms in key areas in which growth and poverty reduction
are constrained; and (b) seek to maintain a close policy dialogue with the Fund, through the Fund’s
endorsement and assessment of their economic and financial policies under a Policy Support
Instrument (PSI).
2. A PSI is a decision of the Executive Board setting forth a framework for the Fund’s assessment and
endorsement of a member’s economic and financial policies. A PSI may be approved for a duration
of one to four years, and may be extended up to an overall maximum period of five years.
3. Members with overdue financial obligations to either the Fund’s General Resources Account (GRA),
or to the PRGTF Trust or to the Resilience and Sustainability Trust (RST) are not eligible for a PSI.
The Member’s Documents
4. Program Documents. The member’s program of economic and financial policies for the period of a
PSI will be described in a letter and/or memorandum that may be accompanied by a technical
memorandum (“Program Documents”). The initial Program Documents will include: (a) a
macroeconomic policy framework, including a quantified framework for at least the first 12 months
under the PSI, with quantitative targets set at regular intervals, and proposed assessment criteria for
the first twelve months, and (b) key structural measures that are needed to meet the objectives of
the program. The Program Documents will be updated from time to time, as appropriate, in the
context of reviews under the PSI.
5. Poverty Reduction Strategy (PRS) Documents. The member’s program will be based on the
member’s poverty reduction strategy, which will be set forth in an Economic Development Document
(“EDD”).
*********
Applicability of Certain UFR Policies
17. The Guidelines on Conditionality (Decision No. 12864-(02/102), September 25, 2002) shall apply
where relevant and except where this Decision sets forth different or more specific provisions.
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18. In addition, the Fund’s policies on the following subjects shall apply by analogy to PSIs: (a)
requirement of full program financing; (b) arrears to official sector and external private creditors; (c)
use of side letters; and (d) Guidelines on Public Debt Conditionality in Fund Arrangements.
Termination of a PSI
19. A member may cancel a PSI at any time by notifying the Fund of such cancellation.
20. A PSI for a member will terminate upon: (a) the relevant member incurring overdue financial
obligations to the GRA, or PRGT, RST; or (b) noncompletion of two consecutive PSI scheduled
reviews; provided that, in lieu of the circumstance specified in clause (b), the PSI for a member whose
program reviews are scheduled at the same time as reviews of the member’s ESF-supported program
or SCF-supported program are scheduled will terminate if no scheduled review is completed within
twelve months of the completion of the last scheduled review; or (c) the approval for the relevant
member of an arrangement under the Extended Credit Facility of the PRGT.
Periodic Review
21. The Fund will review application of this Decision at intervals of five years.
____________________________________________________________________________________

ADEQUACY OF THE GLOBAL FINANCIAL SAFETY NET—NEW POLICY COORDINATION
INSTRUMENT—FRAMEWORK (Decision No. 16230-(17/62))
General
1. The Fund has established the Policy Coordination Instrument (the PCI) with the overall objective to
support countries in designing and implementing policies through a full-fledged macroeconomic
program to (a) prevent crises and build buffers, (b) enhance macroeconomic stability, or (c) address
macroeconomic imbalances.
2. Upon request, the Fund will be prepared to provide the technical services described in this
Decision to members that: (a) at the time of the request for a PCI do not require and are not seeking
financial assistance from the General Resources Account (“GRA”) or Poverty Reduction and Growth
Trust (“PRGT”)Fund; and (b) seek to maintain a close policy dialogue with the Fund, through the
Fund’s endorsement and assessment of their economic and financial policies, under a PCI.
3. A PCI is a decision of the Executive Board setting forth a framework for the Fund’s assessment and
endorsement of a member’s economic and financial policies. A PCI may be approved for a duration
of six months to four years, and may be extended up to an overall maximum period of four years.
4. The PCI will be available to all member countries for the purposes outlined in paragraph 1, without
further qualification criteria, except members with overdue financial obligations to either the Fund’s
General Resources Account GRA, or to the Poverty Reduction and Growth Trust PRGT, or to the
Resilience and Sustainability Trust (“RST”).
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The Member’s Program Statement
5. Program Statement. The member’s program of economic and financial policies and objectives for
the period of a PCI will be described in a Program Statement that may be accompanied by a
technical memorandum (“Program Statement”). The initial Program Statement will include: (a) a
macroeconomic policy framework, which is based upon a quantified framework, for at least the first
twelve months under the PCI; (b) Standard Continuous Targets; and (c) either Quantitative Targets or
Reform Targets, or both. Where established, Quantitative and Reform Targets shall be set for at least
the first twelve months of the program period. The Program Statement will be updated, as
appropriate, in the context of reviews under the PCI.
*********
Termination of a PCI
19. A member may cancel a PCI at any time by notifying the Fund of such cancellation.
20. A PCI for a member will terminate upon: (a) the relevant member incurring overdue financial
obligations to the GRA, or PRGT or RST; (b) noncompletion of a review for a twelve-month period; or
(c) the approval for the relevant member of an arrangement with the Fund other than an SBA or SCF
arrangement or an arrangement under the Resilience and Sustainability Facility. Approval of access
under the Rapid Financing Instrument or Rapid Credit Facility will
not cause termination of a PCI.
21. In the case of cancellation or termination, a brief factual statement noting such shall be
published.
Periodic Review
22. The Fund will review application of this Decision five years after its adoption or after the tenth PCI
is approved by the Executive Board, whichever is first, or earlier if warranted.
____________________________________________________________________________________

INSTRUMENT TO ESTABLISH POVERTY REDUCTION AND GROWTH TRUST (Decision No.
8759-(87/176) as amended)
*********
Section II
*********
Paragraph 1
*********
(e) General Provisions
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(1) A member may not obtain assistance from the Trust under the ECF, SCF or ESF at the same time.
So long as the requirements under the Instrument for approval of such assistance have been met, a
member may obtain assistance under the RCF when it has an ECF, ESF, or SCF arrangement in place,
if (a) disbursements under the relevant arrangement are delayed due to delays in program
implementation, the nonobservance of conditions attached to such disbursements or delays in
reaching new understandings when necessary, and (b) the member’s balance of payments need
giving rise to the request for assistance under the RCF is caused primarily by a sudden and
exogenous shock.
(2) Commitments under arrangements under this Instrument may be made for the period through
December 31, 2024.
(3) The Managing Director shall not recommend for approval, and the Trustee shall not approve, a
request for a disbursement under the RCF or an arrangement under this Instrument whenever the
member has an overdue financial obligation to the Fund in the General Resources Account, the
Special Disbursement Account, or the SDR Department, or to the Fund as Trustee (including as
Trustee of the Resilience and Sustainability Trust), or while the member is failing to meet a
repurchase expectation to the Fund pursuant to Decision No. 7842-(84/165) on the Guidelines on
Corrective Action, or is failing to meet a repayment expectation pursuant to Section II, paragraph 3(c)
or the provisions of Appendix I to this Instrument, or is failing to meet a repayment expectation
pursuant to the provisions of Appendix I of the Instrument to Establish the Resilience and
Sustainability Trust, Annex to Decision No. [RST Decision 1].
*********
Section VII. Administration of the Trust
Paragraph 1. Trustee
(a) The Trust shall be administered by the Fund as Trustee. Decisions and other actions taken by
the Fund as Trustee shall be identified as taken in that capacity.
(b) Subject to the provisions of this Instrument, the Fund in administering the Trust shall apply
the same rules as apply to the operation of the General Resources Account of the Fund.
(c) The Trustee, acting through its Managing Director, is authorized:
(i) to make all arrangements, including establishment of accounts in the name of the
International Monetary Fund, which shall be accounts of the Fund as Trustee, with such
depositories of the Fund as the Trustee deems necessary; and
(ii) to take all other administrative measures that the Trustee deems necessary to implement
the provisions of this Instrument.
Paragraph 2. Separation of assets and accounts, audit and reports
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(a) The resources of the Trust shall be kept separate from the property and assets of all other
accounts of the Fund, including other trusts and administered accounts, and shall be used only
for the purposes of the Trust in accordance with this Instrument; provided however that for
investment purposes, resources of the Trust may be pooled with resources of other trusts or
accounts administer by the Fund for the benefit of others under arrangements that allow for the
attribution of pooled investments to each relevant trust or account.
(b) The property and assets held in the other accounts of the Fund shall not be used to discharge
liabilities or to meet losses arising out of the administration of the Trust. The resources of the
Trust shall not be used to discharge liabilities or to meet losses arising out of the administration
of the other accounts of the Fund.
(c) The Fund shall maintain separate financial records and prepare separate financial statements
for the Trust.
(d) The external audit firm selected under Section 20 of the Fund’s By-Laws shall audit the
financial transactions and records of the Trust. The audit shall relate to the financial year of the
Fund.
(e) The Fund shall report on the resources and operations of the Trust in the Annual Report of
the Executive Board to the Board of Governors and shall include in that Annual Report the report
of the external audit firm on the Trust.
*********

APPENDIX II
Procedures for Addressing Overdue Financial Obligations to the Poverty Reduction and
Growth Trust
The following procedures aim at preventing the emergence or accumulation of overdue financial
obligations to the Poverty Reduction and Growth Trust (the “Trust”) and at eliminating existing
overdue obligations. These procedures will be implemented whenever a member has failed to make
a repayment of principal or payment of interest to the Trust (“financial obligation”).
1. Whenever a member fails to settle a financial obligation on time, the staff will immediately send a
cable communication urging the member to make the payment promptly; this communication will
be followed up through the office of the Executive Director concerned. At this stage, the member’s
access to the Fund’s resources, including Poverty Reduction and Growth Trust, Resilience and
Sustainability Trust, and HIPC resources, will have been suspended.
*********
5. A report by the Managing Director to the Executive Board will be issued two months after a
financial obligation has become overdue, and will be given substantive consideration by the
Executive Board one month later. The report will request that the Executive Board limit the member’s
use of Trust resources. A brief factual statement noting the existence and amount of arrears
outstanding for more than three months will be posted on the member’s country-specific page on
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the Fund’s external website. This statement will also indicate that the member’s access to the Fund’s
resources, including Poverty Reduction and Growth Trust, Resilience and Sustainability Trust, and
HIPC resources, has been and will remain suspended for as long as such arrears remain outstanding.
A press release will be issued following the Executive Board decision to limit the member’s use of the
Trust resources. A similar press release will be issued following a decision to lift such limitation.
Periods between subsequent reviews of reports on the member’s arrears by the Executive Board will
normally not exceed six months. The Managing Director may recommend advancing the Executive
Board’s consideration of the reports regarding overdue obligations. The Managing Director may also
recommend postponing for up to one-year periods the Executive Board’s consideration of a report
regarding a member’s overdue obligations in exceptional circumstances where the Managing
Director judges that there is no basis for an earlier evaluation of the member’s cooperation with the
Fund.
____________________________________________________________________________________

PROCEDURES FOR DEALING WITH MEMBERS WITH OVERDUE FINANCIAL OBLIGATIONS
TO THE GENERAL DEPARTMENT AND THE SDR DEPARTMENT
*********
—A complaint by the Managing Director is issued two months after an obligation has become
overdue, and is given substantive consideration by the Executive Board one month later. At that
stage, the Executive Board has usually decided to limit the member’s use of the general resources,
and if the member has overdue obligations in the SDR Department, to suspend its right to use SDRs,
and has provided for a subsequent review of the decision. This and subsequent review periods would
normally not exceed three months. It would be understood that the Managing Director may
recommend advancing the Executive Board’s consideration of the complaint regarding the member’s
overdues.
When a member has overdue financial obligations outstanding for more than three months, a brief
factual statement noting the existence and the amount of such arrears will be posted on the
member’s country-specific page on the Fund’s external website. The statement will be updated as
necessary. It will also indicate that the member’s access to the Fund, including PRGFT, RST and HIPC
resources, has been and will remain suspended for as long as arrears remain outstanding.
A press release will be issued following the Executive Board’s decision to limit the member’s use of
the general resources or, if the member has overdue obligations in the SDR Department, to suspend
its right to use SDRs. A similar press release will be issued following a decision to lift such limitation
or suspension.
—The Annual Report and the financial statements identify those members with overdue obligations
outstanding for more than six months.
*********
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____________________________________________________________________________________

STAND-BY AND EXTENDED ARRANGEMENTS —STANDARD FORMS (Decision 10464(93/130), as amended)
*********
Attachment A
Form of Stand-By Arrangement
*********
4. (Member) will not make purchases under this stand-by arrangement during any period in which
(Member): (i) has an overdue financial obligation to the Fund or is failing to meet a repurchase
expectation in respect of a noncomplying purchase pursuant to Decision No. 7842-(84/165) on the
Guidelines on Corrective Action, or (ii) is failing to meet a repayment obligation to the PRG Trust
established by Decision No. 8759-(87/176) PRGT, as amended, or a repayment expectation to that
Trust pursuant to the provisions of Appendix I to the PRG Trust Instrument; or (iii) is failing to meet a
repayment obligation to the Resilience and Sustainability Trust (RST) established by Decision No.
[RST Decision 1], or a repayment expectation to that Trust pursuant to the provisions of Appendix II
to the RST Instrument.
*********.
Attachment B
Form of Extended Arrangement
*********
4. (Member) will not make purchases under this extended arrangement during any period in which
(member): (i) has an overdue financial obligation to the Fund or is failing to meet a repurchase
expectation in respect of a noncomplying purchase pursuant to Decision No. 7842-(84/165) on the
Guidelines on Corrective Action, or (ii) is failing to meet a repayment obligation to the PRG Trust
established by Decision No. 8759-(87/176) PRGT, as amended, or a repayment expectation to that
Trust pursuant to the provisions of Appendix I to the PRG Trust Instrument; or (iii) is failing to meet a
repayment obligation to the Resilience and Sustainability Trust (RST) established by Decision No.
[RST Decision 1], or a repayment expectation to that Trust pursuant to the provisions of Appendix II
to the RST Instrument.
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*********

____________________________________________________________________________________

OMNIBUS PAPER ON EASING WORK PRESSURES (Decision No. A-13207, as amended)

Decision A. Lapse of Time Procedures for Completion of Program Reviews
The Fund decides to approve the lapse of time procedures for completion of program reviews set
forth in the Attachment to this Decision. The presumption set forth in paragraph 2 of the Attachment
will come into effect for program reviews for which a Policy Consultation Meeting is held after the
date of this Decision. The provisions of Decision No. 14003-(07/107), December 6, 2007, shall
continue to apply to cases where a Policy Consultation Meeting was undertaken prior to the date of
this Decision but where the relevant review has yet to be completed. Decision No. 14003-(07/107)
shall lapse upon the earlier of the completion of the last review to which Decision No. 14003(07/107) applies or January 31, 2010.
Attachment to Decision A
Lapse of Time Completion of Program Reviews
1. The completion of a program review under a Fund arrangement on a lapse of time basis may be
proposed by the Managing Director with the approval of the Executive Director for the member
concerned, or by the Executive Director for the member concerned, in accordance with the
procedures set forth herein.
2. Eligibility: Completion of a program review on a lapse of time basis will be presumed where all of
the following conditions apply:
(i) the relevant arrangement does not involve exceptional access;
(ii) the most recent program review under the relevant arrangement was not concluded on a lapse of
time basis;
(iii) the relevant review is to be completed under an ECF or an SCF arrangement and does not take
place immediately after the completion of an ad-hoc review under an ECF or SCF arrangement
pursuant to Section II, paragraph 2(h) of the PRGT Instrument;
(iv) the review to be completed does not raise general policy issues requiring Board discussion;
(v) all prior actions for the review have been met;
(vi) the review does not introduce major changes in the objectives or design of the program,
including but not limited to, major changes in conditionality for future reviews, the combination of
future reviews envisaged under the arrangement, the rephasing of disbursements, or an
augmentation of access other than an augmentation of access not exceeding 12.5 percent of a
member quota approved pursuant to Section II, paragraph 2(h) of the PRGT Instrument; and
(vii) performance under the member’s program does not raise concerns as to whether the review
should be completed, in particular as a result of deviations, other than minor deviations, from the
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quantitative performance criteria and structural benchmarks. Where these conditions are not met, a
program review would not be eligible for completion on a lapse of time basis.
A review under a Resilience and Sustainability Facility arrangement would be eligible for completion
on a lapse of time basis where (i) the review under the accompanying arrangement or instrument
supporting the member’s upper credit tranche-quality program meets the criteria for completion on
a lapse of time basis set out above; and (ii) staff has determined that all reform measures to be
assessed under the review have been implemented.
3. Procedures for Proposing Lapse of Time: (a) By the Managing Director: The Managing Director’s
proposal for completion of a program review on a lapse of time basis will be made at the time of
circulation of the staff paper for the review to the Executive Board. The cover memorandum for the
circulated staff paper will: (i) include a deadline for Executive Directors to object to a proposal by the
Managing Director for lapse of time completion that is consistent with paragraph 4 below; (ii) specify
the date upon which the decision will become effective if no objection to the proposal for lapse of
time completion is received; (iii) specify a reserved date, consistent with minimum circulation periods
for program reviews, for discussion if an Executive Director objects to the proposal for lapse of time
consideration; and (iv) explain the reasons why lapse of time completion is warranted. Should the
Managing Director judge that a member meets the lapse of time criteria, but the Executive Director
for the member concerned does not approve, the cover memorandum circulating the staff paper
would include a notation to this effect.
*********

POST FINANCING ASSESSMENT (Decision No. 13454-(05/26), as amended)
1. If outstanding credit to a member exceeds any of the thresholds specified below:
a. 200 percent of quota for credit from the Fund’s General Resources Account (GRA), or from the
Fund as Trustee of the Poverty Reduction and Growth Trust (PRGT), or from the Fund as Trustee of
the Resilience and Sustainability Trust (RST), or a combination thereof; or
b. an amount equivalent to SDR 1.5 billion for credit from the Fund’s GRA; or
c. an amount equivalent to SDR 0.38 billion from the PRGT, or
d. an amount equivalent to SDR 0.38 billion from the RST,
and the member does not have a program supported by a Fund arrangement or is not implementing
a staff monitored program with reports issued to the Executive Board, or the member does not have
a program supported by a Policy Support Instrument (“PSI”), or Policy Coordination Instrument
(“PCI”), the member will be expected to engage in Post Financing Assessment (PFA) discussions with
the Fund involving the monitoring of its economic developments and policies upon the
recommendation of the Managing Director. Where the above criteria are met, the Managing Director
shall recommend PFA to the Executive Board, unless, in the view of the Managing Director, the
member’s circumstances (in particular, the strength of the member’s policies, its external position, or
the fact that a successor arrangement, PCI, PSI or a staff monitored program is expected to be in
place within the next six months) are such that the process is unwarranted. PFA will normally cease
when the member’s outstanding credit falls below all of the applicable thresholds above.
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2. The Managing Director may also propose PFA to the Executive Board in cases where outstanding
credit as defined above is below the above-specified thresholds if, in the view of the Managing
Director, there are developments that suggest the need for closer monitoring of the member’s
capacity to repay, and particularly, where developments call into question the member’s progress
toward external viability.
*********
____________________________________________________________________________________

2018 REVIEW OF THE FUND’S TRANSPARENCY POLICY (Decision No. 15420-(13/61), as
amended).
*****
4. a. The Managing Director will not recommend that the Executive Board approve (i) an
arrangement under the Poverty Reduction and Growth Trust (PRGT) or completion of a review under
such arrangement, or (ii) a Heavily Indebted Poor Countries (HIPC) decision point or completion
point decision, or (iii) a member’s request for a PSI or the completion of a review under a PSI, if the
member concerned does not explicitly consent to the publication of its Interim Poverty Reduction
Strategy Paper (I-PRSP), Poverty Reduction Strategy Paper (PRSP), PRSP preparation status report,
PRSP annual progress report (APR) or Economic Development Document (“EDD”) (Document 10 or
Document 15, as the case may be).
b. The Managing Director will generally not recommend that the Executive Board approve a request
for (i) access to resources in the General Resources Account, or the PRGT or the Resilience and
Sustainability Trust, or (ii) access to Fund resources under the HIPC Trust, or (iii) assistance through a
PSI or a PCI, unless that member explicitly consents to the publication of the associated staff report.
For purposes of this paragraph 4(b), approval of the use of the Fund’s resources includes the
completion of a review under an arrangement and assistance through a PSI or a PCI includes the
completion of a review under the PSI or the PCI. In the case of the PCI, where a member does not
provide consent to publication of an interim performance update, the Managing Director may take
this into account when determining whether to recommend that the Executive Board approve a
subsequent review of the member’s PCI.
*********
____________________________________________________________________________________

REDLINE OF GUIDELINES FOR INVESTING PRG, RS, PRG-HIPC, AND CCR TRUST ASSETS
GENERAL PROVISIONS

Investment Assets
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1.
These Guidelines establish the investment objectives and policies to guide the investment of
resources of the Poverty Reduction and Growth Trust (“PRG Trust”), the Resilience and Sustainability
Trust (“RS Trust”), the Trust for Special Poverty and Growth Operations for the Heavily Indebted Poor
Countries and Interim ECF Subsidy Operations (“PRG-HIPC Trust”) and the Catastrophe Containment
and Relief Trust (“CCR Trust”) (each a “Trust,” and collectively the “Trusts”).
2.
The resources of each Trust that are available for investment (“Investment Assets”) shall be
and subject to these Guidelines (“Investment Assets”) shall consist of resources transferred from the
Special Disbursement Account (“SDA”) and donor contributions to the respective Trust.

Responsibilities of the Managing Director

3.
The Managing Director is responsible for implementing the investment policies set out in
these Guidelines.
4.
In carrying out the Managing Director’s responsibilities, the Managing Director shall (a)
establish effective decision-making and oversight arrangements; (b) take the necessary measures,
including the adoption of policies and procedures, that seek to avoid actual or perceived conflicts of
interest; (c) adopt responsible investing principles that incorporate environmental, social, and
governance (ESG) considerations into the investment process to support the investment objectives of
the Trust Assets and to uphold the Fund’s reputation; and (d) establish specific risk control measures
and put in place mechanisms to monitor their observance by asset managers.
5.
In connection with the adoption of measures under paragraph 4, the Managing Director shall
consult with the Executive Board regarding key conflicts of interest policies and arrangements and
responsible investment principles and arrangements.
6.
The Managing Director shall provide annual reports to the Executive Board on the investment
activities of the Trusts. Ad hoc reports shall be prepared as warranted by market or other
developments.

External Asset Managers
7.
The Investment Assets of the Trusts shall be managed by external managers, except that the
Managing Director is authorized to manage: (a) investments in obligations of the Bank for
International Settlements (BIS) and central bank deposits; and (b) other Investment Assets of the
Trusts on an interim basis following the termination of an external asset manager and pending the
transfer of the assets to another external asset manager.
8.
The Managing Director shall only select external asset managers of the highest professional
standards, and shall take into account their proven skills and track record suitable to achieve the
investment objectives and to carry out the investment strategies set out under these Guidelines.
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Custody Arrangements
9.
The Managing Director shall establish adequate measures for the safekeeping and custody of
the Investment Assets of the Trusts.

Audit
10.
The Investment Assets of the Trusts shall be audited by the Fund’s external auditors and
included in the annual financial statements of the Fund.

Review of the Guidelines and Conflict of Interest Policies
11.
The Executive Board shall review these Guidelines and the Fund’s relevant conflict of interest
policies at least every five years.

INVESTMENT OF ASSETS OF THE PRG TRUST
Investment Objectives
12.
The Investment Assets of the PRG Trust shall be invested taking into account the purposes of
these assets (a) to generate income to support the self-sustaining operations of the PRG Trust, (b) to
provide security to lenders to the PRG Trust, and (c) to provide adequate liquidity for the PRG Trust’s
operational needs.
13.
The return target of the PRG Trust’s investment is to generate a margin of 90 basis points
above the three-month SDR rate, over a long-term investment horizon of at least 10 years.

Target Asset Allocation
14.
The Investment Assets of the PRG Trust shall be invested according to the following
allocation targets as a percent of the Investment Assets of the PRG Trust: (a) 60 percent in liquidity
and short duration fixed-income components, with the specific allocation between these two
components to be established by the Managing Director, (b) 15 percent in a component of corporate
bonds, (c) 5 percent in a component of emerging market government bonds, and (d) 20 percent in a
component of global equities.

Eligible Investments
15.
The liquidity component shall be limited to BIS deposits and central bank deposits, in each
case with a maximum maturity of up to one year and denominated in SDR or currencies included in
the SDR basket.
16.
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i.

The short duration fixed-income component shall consist of two tranches, a shorterduration Tranche 1 and a longer-duration Tranche 2, and shall have a maximum
average duration of 3 years.

ii.

Tranche 1 assets shall be managed actively. Eligible asset classes for Tranche 1 are
Group 1 and Group 2 asset classes as defined in paragraph 16(b) below.

iii.

Tranche 2 assets shall be managed according to a buy-and-hold investment
approach. Eligible asset classes for Tranche 2 are Group 1 asset classes as defined in
paragraph 16(b) below.

iv.

Asset transfers between Tranche 1 and Tranche 2 and the allocation to Tranche 1 and
Tranche 2 of future inflows to, and outflows from, the short duration fixed-income
component shall be determined by the Managing Director.

(b)

The following guidelines shall apply to Group 1 and Group 2 asset classes:

i.

“Group 1 asset classes” shall be limited to:
A.

debt obligations issued by national governments of members or their central
banks;

B.

debt obligations issued by national agencies of members;

C.

debt obligations issued by supranational institutions; and

D.

obligations issued by the BIS, including without limitation deposits with the
BIS and MTIs;

all of which shall be denominated in SDR or the currencies included in the SDR
basket.
ii.

“Group 2 asset classes” shall be limited to:
A.

debt obligations issued by national governments of members or their central
banks denominated in non-SDR currencies selected by the Managing
Director or, upon the authorization by the Managing Director, by external
managers, provided that any currency selection shall be based on ex-ante
criteria determined by the Managing Director;

B.

debt obligations denominated in SDR or the currencies included in the SDR
basket, comprising: (I) securities issued by subnational governments; (II)
mortgage-backed and other asset-backed securities; (III) covered bonds; and
(IV) short-dated unsecured corporate bonds; and
INTERNATIONAL MONETARY FUND 69

PROPOSAL TO ESTABLISH A RST - PROPOSED DECISIONS AND INSTRUMENT

C.

cash-equivalent investments with maturities of one year or less, that are
denominated in SDR or the currencies included in the SDR basket.

(c)
Up to the maximum 40 percent of the total value of the short duration fixed-income
component may be invested in Group 2 asset classes, and the breach of this limit shall require
prompt action to bring the short duration fixed-income component back within the established limit.
17.
The Managing Director shall establish the parameters for determining the specific assets
eligible for the corporate bond, emerging market government bond and global equity components,
and for duration and currency requirements for the corporate bond and emerging market
government bond components. On an exceptional basis, the Managing Director may permit the
inclusion of debt obligations issued by national governments of members or their central banks in
the corporate bond component.
18.
In addition to investing in the assets as set out above, residual cash balances may be held
temporarily uninvested, or in the short-term instruments sponsored by the custodian(s) or an
affiliate.

Investment Management
19.

The liquidity component shall be managed to meet the operational needs of the PRG Trust.

20.
The short duration fixed-income component shall be managed in accordance with paragraph
16 above.
21.
The components of corporate bonds, emerging market government bonds, and global
equities shall be managed passively, with the exception of emerging markets equities which may be
managed actively.

Target Asset Allocation Rebalancing
22.
Based on modalities established by the Managing Director, the allocation of the Investment
Assets of the PRG Trust shall be rebalanced at least annually to minimize deviation from the
allocation targets under paragraph 14 above or more frequently in the event of significant deviation.

Minimum Credit Ratings
23.
Except for obligations of the BIS, central bank deposits, uninvested cash balances and
equities, all assets in which the PRG Trust invests must have a credit rating equivalent to at least BBBfor corporate bonds and BBB+ for all other assets (based on Standard & Poor’s long-term rating
scale) by a major credit rating agency at the time of acquisition. The Managing Director may
establish higher credit ratings for eligible individual asset classes.
24.
In cases where an asset is not directly rated, the Managing Director may determine whether a
credit rating may be inferred for such asset in a manner that is consistent with market practice.
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Divestment
25.
Any eligible investment that ceases to meet the rating threshold under paragraph 23 or
otherwise becomes ineligible after acquisition shall be divested within three months, except that
corporate bonds which fail to meet the rating threshold under paragraph 23 after acquisition may be
divested or continue to be retained in accordance with modalities established by the Managing
Director.

Limits on Investment Activities
26.
The Managing Director shall establish adequate safeguards against short selling and financial
leverage.
27.
Derivatives may be used for managing interest rate risk, currency hedging, or reducing costs
in the context of portfolio balancing, benchmark replication and market access. The currency
composition of the liquidity, short duration fixed-income, and corporate bond components shall be
aligned with, or hedged to, the SDR basket composition.
INVESTMENT OF ASSETS OF THE RS TRUST

Investment Management and Objectives
28.
The Investment Assets of the RS Trust shall be invested taking into account the purposes of
these assets (a) to generate income to support RS Trust operations, (b) to provide security for RS
Trust loans, and (c) to provide adequate liquidity for the RS Trust’s withdrawal needs.
29.
The Investment Assets of the RS Trust shall be invested in liquidity and short duration fixedincome components, with the specific allocation between these two components to be established
by the Managing Director.
30.

The liquidity component shall be managed to meet the operational needs of the RS Trust.

31.
The short duration fixed-income component shall be managed in accordance with paragraph
33 below. The investment objective of the short duration fixed-income component of the RS Trust is
to achieve investment returns in SDR terms that exceed the 3-month SDR interest rate by a margin of
50 basis points over time while minimizing the frequency and extent of negative returns and
underperformance over an investment horizon of three to four years.

Eligible Investments
32.
The liquidity component shall be limited to BIS deposits and central bank deposits, in each
case with a maximum maturity of up to one year and denominated in SDR or currencies included in
the SDR basket.
33.

(a)

The following guidelines apply to the short duration fixed-income component:
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i.

The short duration fixed-income component shall consist of two tranches, a shorterduration Tranche 1 and a longer-duration Tranche 2, and shall have a maximum
average duration of 3 years.

ii.

Tranche 1 assets shall be managed actively. Eligible asset classes for Tranche 1 are
Group 1 and Group 2 asset classes as defined in paragraph 33(b) below.

iii.

Tranche 2 assets shall be managed according to a buy-and-hold investment
approach. Eligible asset classes for Tranche 2 are Group 1 asset classes as defined in
paragraph 33(b) below.

iv.

Asset transfers between Tranche 1 and Tranche 2 and the allocation to Tranche 1 and
Tranche 2 of future inflows to, and outflows from, the short duration fixed-income
component shall be determined by the Managing Director.

(b)

The following guidelines shall apply to Group 1 and Group 2 asset classes:

i.

“Group 1 asset classes” shall be limited to:
A.

debt obligations issued by national governments of members or their central
banks;

B.

debt obligations issued by national agencies of members;

C.

debt obligations issued by supranational institutions; and

D.

obligations issued by the BIS, including without limitation deposits with the
BIS and MTIs;

all of which shall be denominated in SDR or the currencies included in the SDR
basket.
ii.
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“Group 2 asset classes” shall be limited to:
A.

debt obligations issued by national governments of members or their central
banks denominated in non-SDR currencies selected by the Managing
Director or, upon the authorization by the Managing Director, by external
managers, provided that any currency selection shall be based on ex-ante
criteria determined by the Managing Director;

B.

debt obligations denominated in SDR or the currencies included in the SDR
basket, comprising: (I) securities issued by subnational governments; (II)
mortgage-backed and other asset-backed securities; (III) covered bonds; and
(IV) short-dated unsecured corporate bonds; and
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C.

cash-equivalent investments with maturities of one year or less, that are
denominated in SDR or the currencies included in the SDR basket.

(c)
Up to the maximum 40 percent of the total value of the short duration fixed-income
component may be invested in Group 2 asset classes, and the breach of this limit shall require
prompt action to bring the short duration fixed-income component back within the established limit.
34.
In addition to investing in the assets as set out above, residual cash balances may be held
temporarily uninvested, or in the short-term instruments sponsored by the custodian(s) or an
affiliate.

Minimum Credit Ratings
35.
Except for obligations of the BIS, central bank deposits, and uninvested cash balances, all
assets in which the RS Trust invests must have a credit rating equivalent to at least BBB- for
corporate bonds and BBB+ for all other assets (based on Standard & Poor’s long-term rating scale)
by a major credit rating agency at the time of acquisition. The Managing Director may establish
higher credit ratings for eligible individual asset classes.
36.
In cases where an asset is not directly rated, the Managing Director may determine whether a
credit rating may be inferred for such asset in a manner that is consistent with market practice.

Divestment
37.
Any eligible investment that ceases to meet the rating threshold under paragraph 35 or
otherwise becomes ineligible after acquisition shall be divested within three months, except that
corporate bonds which fail to meet the rating threshold under paragraph 35 after acquisition may be
divested or continue to be retained in accordance with modalities established by the Managing
Director.

Limits on Investment Activities
38.
The Managing Director shall establish adequate safeguards against short selling and financial
leverage.
39.
Derivatives may be used for managing interest rate risk, currency hedging, or reducing costs
in the context of portfolio balancing, benchmark replication and market access. The currency
composition of the liquidity and short duration fixed-income components shall be aligned with, or
hedged to, the SDR basket composition.
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OTHER TRUST ASSETS

Investment Objectives
2840. The Investment Assets of the PRG-HIPC and CCR Trusts shall be invested to enhance returns
subject to the liquidity requirements of each Trust while limiting the risk of impairment of capital
over an investment horizon of no more than three years.

Eligible Investments
2941. The Investment Assets of each of the PRG-HIPC and CCR Trusts shall be invested in a liquidity
component and an investment component, with the specific allocation between the two components
determined by the Managing Director.
3042. The liquidity component shall be limited to BIS deposits and central bank deposits, in each
case with a maximum maturity of up to one year and denominated in SDR or currencies included in
the SDR basket.
3143. The investment component shall be limited to marketable obligations issued by a member or
by a national official financial institution of a member that are denominated in SDR; marketable
obligations issued by a member or by a national official financial institution of a member whose
currency is in the SDR basket and that are denominated in the currency of that member; marketable
obligations issued by international financial organizations and denominated in SDR or in a currency
in the SDR basket; and deposits with a commercial bank, a national financial institution of a member,
or an international financial institution that are denominated in SDR or in a currency in the SDR
basket.
3244.

The investment component shall have a maximum average duration of three years.

Investment Management
3345.
trust.

The liquidity component shall be managed to meet the operational needs of the respective

3446. The investment component shall be managed actively except for investments in obligations
of the BIS and central bank deposits managed by the Managing Director.

Currency Composition Rebalancing
3547. The currency composition of the Investment Assets of the PRG-HIPC and CCR Trusts shall be
rebalanced periodically to the SDR basket composition.

74

INTERNATIONAL MONETARY FUND

PROPOSAL TO ESTABLISH A RST - PROPOSED DECISIONS AND INSTRUMENT

Minimum Credit Ratings
3648. Except for obligations of the BIS, central bank deposits and uninvested cash balances, all
assets in which the PRG-HIPC Trust and CCR Trust invest must have a credit rating equivalent to at
least A (based on Standard & Poor’s long-term rating scale) by a major credit rating agency at the
time of acquisition.
3749. In cases where an asset is not directly rated, the Managing Director may determine whether a
credit rating may be inferred for such asset in a manner that is consistent with market practice.

Divestment
3850. Any eligible investment that ceases to meet the rating threshold in paragraph 3648 or
otherwise becomes ineligible after acquisition shall be divested within three months.

Limits on Investment Activities
3951. The Managing Director shall establish adequate safeguards against short selling and financial
leverage.
4052. Derivatives shall be prohibited except for forwards entered into for purposes of currency
hedging with eligible issuers under paragraph 3143.

Use of Currencies
4153. Investment which does not involve an exchange of currency shall be made only after
consultation with the member whose currency is to be used, or, when an exchange of currencies is
involved, with the consent of the issuers of such currencies.
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