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The following item is a Letter of Intent of the government of Togo, which
describes the policies that Togo intends to implement in the context of its request
for financial support from the IMF. The document, which is the property of
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LETTER OF INTENT
Lomé
November 15, 2010
Mr. Dominique Strauss-Kahn
Managing Director
International Monetary Fund
Washington, D.C. 20431
Dear Sir:
1.
Further to our letter of June 10, 2010, we take the opportunity of the fifth review of the
program supported by the Extended Credit Facility (ECF) to report on the progress made in
implementing the program. We are satisfactorily pursuing our economic program and
structural reforms, to maintain macroeconomic stability and foster stronger, sustained,
growth.
2.
We have also started discussions on our economic program for the coming years and
defined the key areas to be addressed once we reach the completion point under the HIPC
Initiative and the MDRI. Those key areas were announced in the Prime Minister's general
policy statement and give substance to the policy directions set by the President of the
Republic.
3.
During this fifth review, we consulted with your staff to ensure the compatibility of
the 2011 budget with our medium-term macroeconomic objectives and consolidation of the
achievements from the ongoing program.
4.
As you know, the past five-year term of the President of the Republic was marked
particularly by political reforms that led to the organization of legislative and presidential
elections in a calm social climate. The new five-year term will see greater emphasis placed
on economic reforms to consolidate further the achievements under the ECF-supported
program, accelerate economic growth, and ensure that the benefits of our reform efforts are
felt more by the general population. The government intends to implement all the reforms
possible to achieve these objectives.
Background
5.
The 2010 program is being implemented in a difficult context, marked by the persistent
effects of the international economic crisis and Togo's lengthy socio-political crisis. As a
result, economic recovery was slower than expected at the start of the program. To mitigate
the effects of the crisis and maintain macroeconomic stability, we have carried out a countercyclical fiscal policy, with financial support from our development partners.
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6.
We have also strengthened our structural reforms since the last program review of
June 2010, so that the country can benefit as much as possible from the global recovery and
the expected return of investor confidence, based on the ongoing reforms.
Recent economic developments
7.
Although accelerating, economic growth remains slow in a context of macroeconomic
stability. Annual inflation (June 2009–June 2010) averaged 2.1 percent at end-June 2010, and
the economic indicators point to real economic growth of about 3.4 percent in 2010, up
slightly from 2009. Indeed, the economic data for the first half of the year suggest that,
despite a slowdown in agriculture as a result of less favorable rainfall this year, we should
achieve our forecasted growth thanks to the secondary sector, especially the extractive
industries, which are displaying strong growth trends. The performance in this sector leads us
to believe that economic recovery will continue in Togo. However, we expect it to remain
modest, partly because of the weaknesses in the international economic environment. This
modest recovery can also be seen from the economic data on foreign trade, public finances,
and the monetary aggregates.
8.
The current account deficit will remain large in 2010 despite the expected improvement
in the balance on current transfers. The volume of exports rose slightly, whereas imports, in
particular of capital goods, grew considerably. These indicators suggest that our fiscal policy
is supporting domestic demand and growth.
9.
The monetary survey shows growth in the money supply of nearly 10.9 percent during
the period from December 2009 to June 2010 and year-on-year growth (at July 2010
compared with July 2009) of 25.7 percent, with a significant contribution from loans by
banks and financial institutions and from net foreign assets. In addition, the increase in credit
to the economy was noted in a context of growth in deposits with banks, thus reinforcing the
trend, started in 2009, of increased confidence in the banking system, which we restructured
in recent years.
10. The fiscal position continues to improve, with expenditures under control and revenue
collection performing well, which supports the indications of expanding economic activity.
Tax revenue increased by about 10 percent during the first six months, compared with the
same period last year, all in a context of price stability. This revenue was generated by
domestic taxes as well as by customs revenue. Indeed, the strong upward trend in tax revenue
noted between 2007 and 2008, which eased in 2009 as a result of the crisis, has returned even
stronger in 2010. Performances in the area of indirect taxes (customs tariffs and VAT)
corroborate the data noted in the port, while domestic demand stimulated by our countercyclical fiscal policy contributed to revenue from indirect domestic taxes and income tax.
The reform and collection efforts of the tax and customs administrations, including the
reduction of corporate and personal taxes, have also started to bear fruit. Moreover, in the

3
first half of the year, we have already collected over 80 percent of our projected non-tax
revenue. Of the primary domestic expenditure budgeted, 42 percent was executed in the first
half of the year. Domestically financed capital expenditure was slightly below the levels
programmed up to June but was twice the level observed for the same period of the previous
year. Current and capital social expenditure was less than programmed. However, we note an
acceleration as of August, primarily because of the upturn in capital expenditure. This
revenue performance, combined with disciplined spending, indicate that public finances will
develop positively for the rest of the year, consolidating the gains of previous years.
Implementation of the economic program
11. The ECF-supported economic and financial program has generally been successfully
implemented, consistent with its objectives. We have not accumulated any external arrears
nor contracted or guaranteed any non-concessional external debt. In addition, the fiscal
performance at end-June 2010 meets the performance criteria adopted under the program.
12. Indeed, the basic primary balance at end-June 2010 is largely observed. As a result of
sound performances by the above-mentioned revenue-collecting agencies, revenue collection
reached CFAF 148.2 billion at end-June 2010, compared with a benchmark of
CFAF 140.6 billion. On the expenditure side, domestically financed primary expenditure
totaled CFAF 113.8 billion, a level similar to that for the same period last year, but below the
programmed forecast of CFAF 136.9 billion. As a result, the basic primary balance stood at
CFAF 34.4 billion, compared with a planned floor of CFAF 3.6 billion, thereby meeting this
criterion.
13. These results, combined with the current status of implementation of the domestic
arrears settlement strategy, enabled us to meet the performance criterion on domestic
financing. Indeed, as a result of the basic primary balance criterion being met and interest
charges being below the projected ceilings, net credit to the government from the banking
system totaled only CFAF 13.3 billion at end-June 2010 half the amount programmed.
Because of complications in the implementation of the private sector arrears clearance
strategy (see paragraph 15), and taking into account the arrears payments already made in the
first quarter to the electricity sector and the oil companies, the net arrears clearance stood at
CFAF 31.8 billion at end-June, compared with a programmed ceiling of CFAF 58 billion.
The programmed ceiling of CFAF 26.9 billion on domestic financing was therefore observed
by a large margin.
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Implementation of the structural reforms
14. We continued to make progress in implementing the structural reforms envisaged for
meeting the objectives of the ECF-supported program. We have achieved considerable
progress since the last review in June 2010 (Table 2).
Fiscal governance
15. The process of clearing domestic arrears with private suppliers (end-March 2010
benchmark) continues, making use of the remainder of the loan granted by the BCEAO in
the context of the allocation of SDRs by the IMF. However, after considerable progress made
up to end-2009, the process slowed in 2010, and the period established for the signing of
agreements between the government and the suppliers had to be extended to
December 2010. At end-August 2010, 1,984 creditors (from all categories) received a total of
approximately CFAF 21 billion, which is 65 percent of the amount initially planned after the
discount applied for this operation.
16. As part of the move towards a single treasury account, at least 30 percent of the
treasury accounts at the BCEAO and those of government agencies at the commercial banks
were closed (end-June 2010 benchmark) , and the process is continuing (see paragraph 38).
Based on the results of last April's survey of treasury accounts, 1,117 accounts, or
over 88 percent of the 1,259 accounts counted, were closed. Currently, 142 accounts remain
at the commercial banks and at the BCEAO.
17.
We also simplified our budget execution procedures to reduce lag time in the
expenditure process (end-June 2010 benchmark). Financial control was strengthened, and
installation of the integrated public financial management system (SIGFIP) software enabled
us to reduce the period for control from seven to five weeks at most. On June 28, 2010, we
adopted an order amending the expenditure process, restricting the processing of
commitments to the appropriations manager and the financial controller. This measure, along
with others already taken to accelerate capital expenditure execution, led to nearly doubling
domestically financed capital expenditure, compared with June 2009; this represents
34 percent of the level programmed for the entire year.
Reform of the financial sector
18.
We remain committed to privatizing the public banks, although it will be impossible
for us to issue the call for bids by end-September 2010 (end-September 2010 benchmark).
These delays relative to the initial timeframe result from the difficulties we encountered in
updating the legal framework which enables the government to sell its shares in these
institutions. After consultation with legislators on the modalities for updating the legal
framework, a draft law was prepared with technical support from the privatization advisors
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financed by the World Bank and submitted for a vote in the National Assembly at an
extraordinary session. This law is a one of the highest legislative priorities for the
government. After the law was approved on October 4, the government is in the process of
setting up the privatization commission. Our aim is to complete this phase by end-November.
The commission will study the various strategic choices for privatization of the banks and
will forward recommendations, which will be adopted by the Council of Ministers,
authorizing the Minister of Economy and Finance to pursue the process which will culminate
in the privatization of the banks. At this time, the process of issuing the call for bids can
begin. We expect that the final call for bids will be issued by end-April 2011 (revised
benchmark). In addition, the bank privatization proceeds will be used to repay domestic
debt, primarily securities issued during the bank restructuring process, which should enable
us to improve debt dynamics considerably. In collaboration with the WAMU Banking
Commission, the government also remains committed to maintaining strict control over
management of these banks until the privatization process is completed.
19.
The process leading to the establishment of a structure to recover nonperforming
loans acquired by the government in the context of bank restructuring is progressing well
(end-December 2010 benchmark). The process is supported by technical and financial
assistance from the World Bank and by technical assistance from the IMF. The technical
advisors presented their report on the alternatives for the structure during a workshop to
validate their provisional report in June 2010, and the government adopted the proposed
option of setting up a new debt collection company. In this context, the advisors are
preparing a business plan for the company, and we can create the structure as scheduled.
However, certain legislative actions may be taken before it is established.
20.
The financial and organizational audit of the Togo Retirement Fund (CRT) was
completed, and the actuarial study began in September. The draft report on the financial and
organizational audit is finished. The firm conducting this audit is waiting on the comments of
the CRT to complete the final report. Also, with the goal of improving the CRT management,
another study, not included in the terms of reference of the firm, was requested on a manual
of procedures. Concerning the actuarial study, the firm's work has started, thereby meeting
this benchmark in advance (end-December 2010 benchmark).
Real sector
21.
Preparations are under way for the adoption, by the end of November, of a new
automatic oil product pricing mechanism, which intends to limit budget risks and mitigate the
social impact of sharp fluctuations by establishing automatic and frequent adjustments, with
a smoothing of retail prices (end-November 2010 benchmark). We received technical
assistance from the IMF that enabled us to consider several policy options for price
adjustments. In September, a newly created committee began studying the new mechanism.
The new mechanism will be adopted by presidential decree, once the various alternatives
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have been considered by the committee, which will forward its recommendations to the
government. In addition, we continue to seek a solution to the matter of the liabilities
generated by the former price adjustment mechanism. Terms of reference will be prepared, in
collaboration with the oil distribution companies, for a further audit to determine the total
amount of those liabilities.
22.
A report detailing the measures necessary for establishing a “one-stop window” in the
Autonomous Port of Lomé will be commissioned. With support from the World Bank, an
expert will be recruited (end-September 2010 benchmark) to help the government prepare
a road map for setting up the one-stop window. The length of the recruitment process, which
took longer than expected, has led to a delay in completing this action. Once the advisor's
final report is done, the document will be discussed by the Council of Ministers.
23.
Continuing to strengthen the financial position of Togo's electric power company
(CEET) is a priority for the government. We are therefore committed to adjusting electricity
rates to take new CEET costs into account and help maintain its viability, even though we
decided to postpone the electricity rates adjustment that was planned for July 2010. The
Contour Global power plant has been constructed, and production began in October; this can
help the country become self-sufficient and strengthen the reliability of the supply, thus
improving the competitiveness of enterprises from that standpoint.
24.
We have made considerable progress toward meeting the eligibility criteria for
becoming a candidate to join the Extractive Industries Transparency Initiative (EITI). The
membership application file was officially forwarded to the EITI for consideration by the
EITI Board at its session of October 2010.
25.
The government intends to pursue the efforts under way in the other key sectors of
the economy, with World Bank support, to increase the contribution of productivity to
growth. The government is implementing the strategy it adopted to revitalize the phosphate
sector. An acceleration of phosphate production is expected in 2011. We are also reviewing
the World Bank's recommendations for improving the business climate and modernizing the
investment code and the laws and regulations governing the free trade area, as well as for
reducing the obstacles to growth at the sectoral level. Regarding the draft investment code
and the draft law on the free economic zone, we are reviewing the text of the two draft laws,
taking account of comments by the World Bank and the IMF, with the assistance of a
consultant recruited with World Bank support. Our objective is to ensure that the laws reflect,
as far as possible in the current Togolese context, the international best practices. We hope to
be able to submit the revised version of these two laws to the October 2010 session of the
National Assembly.
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Macroeconomic Outlook
Macroeconomic framework
26.
For the rest of 2010 and in 2011, the government intends to continue taking actions to
keep the Togolese economy on the path of recovery while maintaining macroeconomic
stability. To this end, it will continue implementing the investment program, for which the
budgetary envelope increased considerably in 2009 and 2010 in the context of the countercyclical fiscal policy. The government also plans to implement the structural reforms
envisaged for the rest of 2010, and has met the triggers for the achievement of the completion
point under the HIPC Initiative in 2010 (see paragraph 36 on the latter point).
Fiscal policy in 2010
27.
With exceptional support from our development partners, the government will be able
to continue implementing the fiscal policy established during the last review of the program
for the rest of 2010. Total revenue for 2010 is projected at CFAF 267.6 billion (17.1 percent
of GDP), as forecast during the fourth review. In light of expenditure execution in the first
half of 2010, we estimate that expenditures for 2010 will remain within budget and program
ceilings. We will continue ensuring strict compliance with the planned expenditure, and
budget execution will remain in line with the available financing. We have revised downward
the projected amount of audited domestic arrears clearance, given the difficulties
encountered, and the end-December ceiling on net domestic financing, a performance
criterion, has accordingly been lowered.
28.
With the augmentation of access granted by the IMF during the last review and the
exceptional assistance from other partners, in particular the European Union (including the
V-FLEX facility) and the World Bank with their additional support to counter the effects of
the global crisis, we expect that our financing needs for 2010 will be met.
Fiscal policy in 2011
29.
In 2011, we intend to maintain fiscal discipline and the direction of expenditure
policies, with a view to achieving our objectives stated in the PRSP and continuing to
stimulate growth. The current direction of our fiscal policy has lead to a considerable
increase in capital expenditure. Indeed, this increase occurred in the context of the response
to the effects of the global crisis and the natural disasters that hit our country, and it has had
the benefit of supporting growth. We therefore plan to maintain this fiscal policy, so as to
make up for the deficit in our basic infrastructure, attributable to the long years of socioeconomic crisis. In the same vein, we also aim to achieve a public investment rate above the
average for WAEMU countries, which was 7 percent of GDP in 2005–08. Our public
investment rate is projected at 6.7 percent of GDP in 2010, and we envision it reaching
9.9 percent in 2011. We also intend to adopt a national aid policy soon that is aimed at
encouraging programmatic and budget support, in the spirit of the Paris Declaration, to
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mitigate the problems related to the implementation of specific projects. This policy,
combined with our commitment to improve tax revenue (see tax reforms in
paragraphs 30 and 38) and to control the growth in current expenditure, will enable us to
achieve our investment objectives.
30.
Our projected revenue reaches 19.3 percent of GDP, 2.2 percent above the level
forecast for end-2010. This is mainly attributable to tax revenue collection, programmed
at 16.3 percent of GDP and representing a nominal increase of 15 percent, which results from
a more positive economic outlook and especially from continuing implementation of the
administrative measures taken by the tax-collecting agencies, whose efforts are increasingly
evident. The 17 percent increase in customs revenue is attributable not only to a rise in
imports but especially to the authorities' firm decision to restrict tax exemptions—which for
some years (in 2009, 33 percent of imports placed for domestic consumption) represented a
large share of customs revenue—to those strictly allowed, such as diplomatic staff,
government imports, etc. (see paragraph 38). We also plan to achieve a significant
improvement in non-tax revenue, estimated at 3.1 percent of GDP—to be generated mainly
by the third cellular telephony license that should be sold in 2011 and dividends from state
enterprises such as those in the areas of mobile telephony and phosphates.
31.
We plan to maintain primary current expenditure at about 15 percent of GDP,
comparable to its 2009–10 level; we intend to remain strictly within this limit to ensure the
financing of our priority capital expenditure. This will enable us to finance investment
spending in coordination with the effectiveness of our economic reforms—and consequently
with our growth performance. Overall, we have established, in collaboration with IMF staff,
a budget framework for 2011 that is compatible with our objectives for growth and for
maintaining sustainable public finances. Consistent with the maintenance of long-term debt
sustainability, the primary domestic fiscal balance will be close to equilibrium, with a deficit
of CFAF 6.6 billion (0.4 percent of GDP). We have also established quarterly benchmarks to
monitor budget execution and ensure financing of expenditures (Table 1).
32.
In addition, the public financial management reforms that we envisage (see
paragraph 38) will lead to greater efficiency in expenditure programming and execution, with
the aim of achieving the objectives stated in the PRSP. Technical assistance from the IMF in
July 2010 has already enabled us to improve the action plan we prepared in the area of public
financial management. We look forward to the technical support of the IMF for the
implementation of this action plan, following our request to the Fiscal Affairs Department.
33.
The government intends to implement these policies in the context of prudent public
financial management, with fiscal balance targets that ensure the maintenance of postcompletion point public debt sustainability (see paragraph 36). We will continue ensuring
strict observance of the established current and capital expenditure budgets, and budget
execution will remain in line with available financing. We also plan to continue building our
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public debt management capacity, taking into account the results of the mission performed by
the World Bank in August 2010 to assess our capacity in this area.
34.
With the above-mentioned macroeconomic objectives, our country may well continue
to need external financing at concessional rates to finance the budget and its balance of
payments. We have a residual financing requirement for CFAF 5.7 billion in the budget
framework for 2011. This possibility, which we discussed with staff during this review,
might eventually lead to a financial relationship with the IMF. Within the framework of the
next program review, which will mark the end of the current program, we hope to further our
thinking on this matter, so as to determine the nature of our future relationship with the IMF
after the end of the current ECF-supported program.
Progress toward the Completion Point
35.
We are on track hopefully to reach the HIPC Initiative completion point toward end2010. We are confident that we have met the necessary conditions.
36.
Upon reaching the completion point under the HIPC Initiative and benefiting from the
MDRI, Togo's debt levels will decline sharply. Togo's external debt would be 12.8 percent of
GDP in present value; together with domestic debt representing 17.9 percent of GDP—
excluding un-audited arrears—this means that the total public debt in present value would
stand at about 30 percent of GDP. To further support our external viability after achieving the
completion point, we plan to give priority to concessional loans when borrowing externally,
in accordance with our commitments to our external partners and with the pertinent
procedures. Moreover, the government intends to conduct a prudent fiscal policy so as to
maintain medium-term debt sustainability and to develop a debt strategy with this goal. We
appreciate the debt reduction from our partners, which gives us the opportunity to launch
a development strategy for our country, free from the burden of unsustainable external debt.
We note that the definition of external debt in the program is now explicitly expanded to
include public enterprises. Public enterprises will therefore be advised, by the appropriate
means, of the need to disclose all information on new loans to the Debt Directorate, so that
the latter can monitor their compliance with the program. Systematic arrangements will also
be put into place for communications between the public enterprises and the Debt Directorate
to facilitate the disclosure of monthly debt service obligations. We welcome the visit of a
World Bank team to update our debt management performance assessment (DeMPA).
Structural reforms in 2010 and 2011
37.
The government plans to continue implementing its schedule of structural reforms
for 2010, as described above, strengthening it and continuing on the same path in 2011, with
an ambitious program to achieve our growth objectives. We have therefore agreed with your
staff to include the measures below in our schedule of structural reforms for 2010–11.
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Public financial management
38.
The strengthening of public finances and their management are key aspects of our
economic and financial program. We thank the IMF for the technical assistance missions of
June–July 2010, especially regarding cash management, reform of the tax and customs
administrations, and the public financial management system, which have enabled us to make
progress in these areas. Their recommendations also helped us to finalize our draft strategy
for the reform of public finances, which was submitted to the development partners in July
2010, and to select the following priority actions in the program, among others,
for 2010 and 2011.
Budget programming and expenditure execution


Formulate a program of work, aimed at implementing the new WAEMU directives on
public financial management (end-October 2010).



Establish a single database for the civil service payroll (2011).

Tax revenue


Reduce exceptional tax exemptions as much as possible, especially those related to
customs. Implement the circular we recently adopted for better monthly monitoring of
exemptions.



Appoint and install the customs and tax collectors, and expand the SIGFIP to include
the revenue-collecting agencies.



Adopt the preliminary draft of the new customs code in the Council of Ministers
(end-December 2010).

Treasury Cash management


Adopt a monthly planning system for treasury cash management, with complete and
timely data on tax collection in all the revenue-collecting agencies and on government
spending.



Adopt the draft regulations and decisions creating a new institutional framework for
treasury cash management and putting this framework into operation by end-January
2011 (new end-January 2011 benchmark). Concerning treasury cash management,
we received technical assistance from the IMF in June 2010 and are implementing the
recommendations. These relate, in particular, to the compilation of appropriate tables
for tracking all revenue received from the tax-collecting agencies, especially at the
General Directorate of Customs (DGD) and at the General Directorate of Taxes
(DGI), as well as all government spending. Accordingly, we have already appointed
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collectors at the DGI and are now doing the same at the DGD. In addition, a technical
forecasting secretariat will be set up to assist the treasury committee to improve
treasury cash management. The establishment of an accounting network in the two
principal revenue-collecting agencies will facilitate the transfer of resources collected
to the treasury and so help improve treasury cash management.


Strengthen treasury cash management by adopting a strategy (new end-March 2011
benchmark) that should lead over time to the establishment of a single treasury
account, after consultation with the sectoral ministries and development partners. The
achievement of this objective could require targeted technical assistance from the
partners, including the IMF, considering the challenges faced by the treasury
administration for achieving the objective in question over time.



Strengthen public debt management by developing a debt strategy that takes account
of the 2011–15 budget objectives (end-March 2011).

Reform of the financial sector


Prepare a strategy in the coming year for developing the financial sector, to promote
the expansion of financial intermediation while minimizing the risks to the stability of
the sector and the economy. Following the recommendations of an IMF technical
assistance mission of May 2010, we intend to launch the process of preparing this
strategy for developing the financial sector. We are exploring various options for
technical and financial support from our development partners for this effort.
Real sector



Adopt the road map for the establishment of a one-stop window in the Autonomous
Port of Lomé in the Council of Ministers, and begin implementing the initial steps
identified by the technical advisors as needed for that establishment (new endMarch 2011 benchmark). The establishment of a one-stop window in the
Autonomous Port of Lomé will foster the competitiveness of Togo as a commercial
hub and help increase customs revenue.

Conclusion
39.
Togo appreciates the constant and growing support that its development partners are
providing in its efforts to deal with exogenous shocks and to restart its economy. It continues
to need resources (in the form of grants or concessional loans) urgently to finance its
economic and social development.
40.
The progress of our ECF-supported program will be monitored on the basis of the
quantitative performance criteria for end-December 2010, other relevant criteria and the
indicative targets for end-September 2010 (Table 1). We established all these performance

12
criteria and targets in consultation with and with the agreement of IMF staff, including the
modification of the end-December 2010 PC on net domestic financing. We expect to meet
the requirements for fulfilling the floating completion point triggers, so that a decision
concerning the completion point under the HIPC Initiative can be taken with the conclusion
of the fifth review under the ECF arrangement. We would like the sixth review to be
completed as soon as possible after end-April 2011. To ensure there will be enough time to
complete the review and deal with contingencies, we request an extension of the program to
end-August 2011.
41.
As already stated, the ECF-supported program is progressing with determination
toward its objectives, despite the exogenous shocks and administrative capacity constraints.
We request the completion of the fifth review under the ECF-supported program and
approval of the sixth disbursement. We also request a decision that we have reached the
completion point under the HIPC Initiative, leading to the related debt relief.
42.
The government reaffirms its commitment to taking any additional measures
necessary for proper implementation of the program. The Togolese authorities will consult
with the IMF about those possible additional measures before revising any of those described
in this document. To facilitate program monitoring and evaluation, the government will
regularly report all information to IMF staff within the required time frames stated in the
Technical Memorandum of Understanding (TMU). We have also updated the TMU and
revised it to clarify the scope of the ceilings on external debt.
43.
Finally, the government consents to the publication of this Letter of Intent and its
attachments, as well as the IMF Staff Report on the fifth review.
Yours sincerely,
/s/
Adji Otèth AYASSOR
Minister of Economy and Finance

Table 1. Togo: Quantitative Performance Criteria and Indicative Targets
June 30, 2010 - December 31, 2011

Program¹

2011

2010
Sep.

June
Actual²

Rev. Prog. ³

Dec.

March

June

Sep.

Dec.

4th Review¹ Rev. Prog.²

Proj.³

Proj.³

Proj.³

Proj.³

Indicative Targets

Ind. Targets
Performance criteria (for end-June, and end-December 2010; indicative targets otherwise)
Domestic primary fiscal balance (floor)
Non-accumulation of external arrears

4

Net domestic financing (ceiling)
Net domestic financing (ceiling adjusted) 5
Central governement contracting or guaranteeing of nonconcessional external debt (ceiling)4

3.6
0
26.9
29.6
0

34.4

26.1

-1.8

-1.8

5.2

20.5

16.7

0

0

0

0

0

0

0

-6.6
0

13.3

-9.7

40.8

26.4

-0.5

1.3

0.9

1.8

0

0

0

0

0

0

0

0

218.0

Indicative Targets
140.6

148.2

267.6

267.6

78.5

158.1

241.0

320.2

Domestic payments arrears, changes in stock (ceiling)

-58.1

-31.8

-58.1

-46.8

0.0

-13.2

-13.2

-13.2

Total domestically financed investment spending (floor)

19.3

17.2

51.0

51.0

12.5

24.2

47.6

83.6

Total domestically financed social spending (floor)
Exceptional Financing
¹ Letter of Intent dated June 10, 2010.

35.1
6.2

19.4
3.5

87.7
38.5

87.7
53.5

16.0
0.0

42.6
13.2

74.6
21.6

106.5
34.2

2
3

18.5

Letter of Intent dated November 15, 2010.

Indicative targets.
Continuous performance criterion.
5
According to the TMU, the ceiling on net domestic financing will be adjusted to offset deviations from projected external program financing, subject to a cap of CFAF 10 billion.
4
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Total revenue (floor)
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Table 2. Togo: Structural Conditionality for 2010
Measures

Date

Fiscal governance
Complete implementation of Benchmark
the strategy for clearing
end-March
validated domestic arrears to 2010
private suppliers

Macroeconomic Rationale

Status

To restore the confidence of suppliers
and make it possible to reduce the
substantial balance of domestic
payments arrears owed by the
government. To support aggregate
demand in the period of economic
slowdown.

Satisfactory progress. By August
2010, over 1,900 suppliers had
already been paid. The completion
of the implementation was delayed
because of the slow response of
some suppliers. A new phase has
started on June 23 2010 that will
continue until December 2010.
See text paragraph 15.

Move towards a single
Benchmark
Treasury account by
end-June
surveying Treasury accounts 2010
in the commercial banks and
the BCEAO; reduce the
number of accounts by at
least 30 percent.

To closely monitor Treasury operations,
as this is a key element of controlling
the government’s cash flow operations.

Done. The survey of Treasury
accounts suggested the existence
of about 1259 accounts. The
number of accounts was reduced
to 142, thus exceeding the
minimum reduction of 30 percent.

Simplify and reduce lag time Benchmark
in the public sector
end-June
expenditure chain by
2010
eliminating redundant control
points

To increase speed of implementation of Done. The financial auditing was
investment projects in the short term and strengthened by the
the capacity to absorb foreign aid.
implementation of the SIGFIP
software that permitted to reduce
the delays linked to control from a
maximum of 7 to a maximum of 5
weeks. The decree no.
172/MEF/SP-PRPF dated June 28
2010 modified the expenditure
chain limiting the treatment of the
commitment to the credit
administrator and the financial
auditor.

Financial sector
Advance on the privatization
process for state-owned
banks by issuing a final call
for bids.

Benchmark
endSeptember
2010

To restore confidence in Togo's financial
sector, reduce risks of recurrence of
macroeconomic instability linked to
Togo's large loss-making state-owned
banks, promote financial sector
development and expand financial
intermediation.

Delayed to April 2011. A new
privatization law was voted in
parliament in October 2010. The
call for bids process could start
once the privatization commission
has examined the different
strategic choices and has
transmitted its recommendations
to the Council of Ministers.

Set up the nonperforming loan Benchmark
management mechanism or December
structure and its operational 2010
support.

To recover a part of the fiscal cost of
securitizing NPLs and restore sound
financial relationships between banks
and firms.

Underway. In the context of the
approach followed by the
government, the advisors are
preparing a business plan for the
loan recovery corporation.
Nevertheless, it is possible that
certain legal measures will have to
be taken before establishing the
loan recovery corporation.

Complete a financial and
organizational audit of the
CRT (State pension fund) and
begin an actuarial study of
the institution.

Establish an overall strategy for clearing Done. The audit and study are
the government's social debt of around 7 planned as part of the World Bank
percent of GDP.
financial sector project. See
paragraph 20 in the text.

Benchmark
endDecember
2010

Real Sector
Benchmark
Recruit consultants to
endelaborate a report on the
required steps to create a one- September
stop window at the Port
2010
Autonome de Lomé.

Approve at the Council of
Ministers a new adjustment
mechanism for petroleum
product prices.

Foster Togo's competitiveness as a
Underway, expected to be
commercial hub and facilitate all
completed with a limted delay. The
administrative procedures for exports and one-stop window at the Port
imports and contribute to increase
Autonome de Lomé is part of a
customs revenues.
World Bank project aiming to
promote regional integration. See
paragraph 21 in the text.

Benchmark
Implement a mechanism that limits fiscal
end-November risks by institutionalizing frequent and
2010
automatic adjustments of prices at the
pump.

Underway. A technical assistance
report by FAD was completed in
August 2010. A commission was
created in September to
recommend reforms to the price
adjustment mechanism based on
the recommendations of the report.
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Table 3. Togo: Structural Conditionality for the ECF program in 2011
Measures

Date

Fiscal governance
Adopt the draft laws creating a new
Benchmark
institutional framework for treasury cash end-January
management and putting this framework 2011
into operation.
Adopt a strategy that should lead over Benchmark
end-March
time to the establishment of a single
treasury account after consultation with 2011
the sectoral ministries and development
partners.
Financial sector
Make progress in the privatization of
public banks by issuing a final call for
bids.

Macroeconomic Rationale

Status

Strengthen treasury cash
management.

Underway. An IMF technical
assistance mission made
recommendations that are being
implemented.

Strengthen treasury cash
management. To closely monitor
Treasury operations.

Underway. It might be
necessary to obtain technical
assistance from development
partners to achieve this
objective.

Benchmark
Restore confidence in the Togolese
end-April 2011 financial sector, reduce the risks of
(revised)
new macroeconomic instability
linked to the large loss-making stateowned banks and promote financial
sector development and the
expansion of financial intermediation.

Underway. The call for bids
process could start once the
privatization commission has
examined the different strategic
choices and has transmitted its
recommendations to the Council
of Ministers.

Benchmark
end-March
2011

Underway. The one-stop window
at the Port of Lome is part of a
World Bank project to promote
regional integration.

Real Sector
Adopt in the Council of Ministers the
roadmap for the creation of a one-stop
window at the Port of Lome and start
the implementation of first required
steps identified by the technical
consultants to achieve this objective.

Foster Togo's competitiveness as a
regional commercial hub facilitate the
administrative procedures for
exporting and importing and
contribute to increase customs
revenues.

ATTACHMENT
AMENDMENTS TO TECHNICAL MEMORANDUM OF UNDERSTANDING

Paragraphs 1, 3, 5, 11, 13, 19, 20, 21, 22 and 25 of the Technical Memorandum of
Understanding dated March 28, 2008 and modified September 12, 2008 and November 18,
2009 have been modified to reflect the new test dates for the quantitative performance
criteria and indicative targets through end-2011 shown in Table 1 above and to clarify the
coverage of the limits on nonconcessional external borrowing. These changes are
incorporated below.
1.
This Technical Memorandum of Understanding (TMU) defines the quantitative and
structural benchmarks and performance criteria a three-year arrangement under the Poverty
Reduction and Growth Facility covering the period January 1, 2008 to August 31, 2011.
Table 1 of the above Letter of Intent shows quantitative performance criteria and indicative
targets for end-December 2010 (based on cumulative changes from January 1, 2010), and
indicative targets for end-September 2010 (based on cumulative changes from January 1,
2010), and indicative targets for end-March 2011 and end-June 2011 (based on cumulative
changes from January 1, 2011). Tables 2 and 3 above show structural benchmarks for 2010
and 2011. This TMU also sets out the data reporting requirements for program-monitoring
purposes.
3.
The domestic primary fiscal balance is defined as the difference between (i) the
government’s fiscal revenue and (ii) total fiscal expenditure, net of interest and current and
capital expenditure financed by donors. The balances in the periods from end-December
2009 to end-December 2010 (performance criteria), and in the periods from end-December
2009 to end-September 2010 and from end-December 2010 to end-March 2011 and to endJune 2011 (indicative targets) respectively, should be equal to or higher than the amounts
shown in Table 1 above. The source of the data is the fiscal reporting table (TOFE) prepared
monthly by the Economic Directorate of the Ministry of Finance. The data provided by the
Economic Directorate will be considered authoritative in the context of the program.
5.
Net domestic financing of the government is defined as the sum of (i) net banking
sector credit to the government and (ii) net nonbank domestic financing of the
government. Net domestic financing in the periods from end-December 2009 to endDecember 2010 (performance criteria), and in the periods from end-December 2009 to endSeptember 2010 and from end-December 2010 to end-March 2011 and to end-June 2011
(indicative targets) respectively, should be equal to or lower than the amounts shown in
Table 1 above. The ceiling on net domestic financing will be adjusted to offset deviations
from projected external program financing as shown in Table 1 above, subject to a cap of
CFAF 10 billion.
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11.
The collection of revenue in the periods from end-December 2009 to end-December
2010 (indicative target), and in the periods from end-December 2009 to end-September 2010
and from end-December 2010 to end-March 2011 and to end-June 2011 (indicative targets)
respectively, should be equal to or higher than the amounts shown in Table 1 above. The
floor on revenue will be an indicative target throughout the program period.
Definition
13.
Domestic arrears during a given period are defined as (i) accounts payables
(restes-à-payer; i.e., payment authorizations (ordonnancés but not yet paid) submitted to the
treasury and which have not been settled (i.e., paid) within one month after the end of that
period in the case of wages and salaries (including pensions) and within three months after
that given period in the case of goods and services and transfers; (ii) it also includes any
arrears on domestic government debt, including bonds issued in CFA franc on the WAEMU
regional market. The change in the stock of domestic payments arrears for a given period
includes both the net accumulation of domestic payment arrears during that period (which
shall be zero for the duration of the program) and the reduction of domestic payment arrears
from previous periods. The change in the stock of domestic payments arrears for the periods
from end-December 2009 to end-December 2010 (indicative target), and in the periods from
end-December 2009 to end-September 2010 (indicative target) and from end-December 2010
to end-March 2011 and to end-June 2011 (indicative targets) respectively, should be equal to
or lower than the amounts shown in Table 1 above. The source of the data on the stock of
domestic arrears is the Treasury for the accumulation of arrears during any given period and
the Economic Directorate for other arrears. Data will be reported in the TOFE prepared
monthly by the Economic Directorate of the Ministry of Finance. The ceiling on net change
in the stock of domestic payments arrears is an indicative target throughout the program
period.
A.

CENTRAL GOVERNMENT CONTRACTING OR GUARANTEEING OF
NONCONCESSIONAL EXTERNAL DEBT

Definition
18.
The government undertakes not to contract or issue a financial guarantee for any
external debt (defined on the basis of the residency of the creditor) with an initial term of one
year or more that has a grant element of less than 35 percent (continuous performance
criterion). Nonconcessional debt is by definition all debt with a grant element of less than
35 percent. The concessionality of loans with a maturity of at least 15 years will be
calculated using a discount rate based on the average of the OECD’s published commercial
interest reference rates (CIRR); for loans with a maturity of less than 15 years, the average
CIRR over six months is used.
19.
This performance criterion applies not only to debt as defined in point 9 of the
Guidelines on Performance Criteria with Respect to Foreign Debt adopted by the Executive
Board of the IMF on August 24, 2000, as modified on August 31, 2009, effective December
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1, 2009, but also to any obligation contracted or guaranteed for which no value has been
received. However, this performance criterion does not apply to reschedulings in the form of
new debt, or to Treasury bills or bonds in CFA francs issued on the WAEMU regional
financial market. For purposes of this performance criterion, government is understood to
include not only the government as defined in paragraph 2 above, but also public institutions
of an industrial and commercial nature (EPIC), public administrative institutions (EPA),
public institutions of a scientific and technical nature, public institutions of a professional
nature, public health institutions, local administrations, public enterprises, and governmentowned or controlled independent companies (sociétés nationales) (i.e., public enterprises
with financial autonomy where the government holds at least 50 percent of the capital), and
government agencies.
Reporting deadlines
20.
The government will seek the advice of IMF staff in advance of revisions to external
borrowing plans, which will be communicated to IMF staff. The details on all new
government external loans contracted during a month will be reported within six weeks of the
end of that month. This rule will also apply to guarantees granted by the government.
B.

DOMESTICALLY FINANCED SOCIAL SPENDING

Definition
21.
Total domestically financed social spending (current and capital) is calculated, for
each category of the current account (wages, goods and services, transfers and subsidies,
other) and capital account as (1) expenditure executed by the Minister of Health (under
“health”); (2) expenditure executed by the Minister of Education and National Research and,
the National Institute for Professional Education , and the Minster of Advanced Education
and Research (under education), and (3) expenditure executed by the (4) the Minister of
Environment and Forestry and the Minister of Agriculture ( “other social spending”, and
limited to subsidies and transfers). Domestically financed social spending is classified
according to the above categories (health, education, other social spending) based on a
classification of each projects presented in the 2010 and 2011 budgets into health, education,
other social spending. Total domestically financed current and capital social spending
includes social spending financed by domestic resources, including revenues, domestic
financing, and general external budget support, and excludes all social spending financed by
project-specific foreign grants and/or loans. The source of the data is the fiscal reporting
table (TOFE) prepared monthly by the Economic Directorate of the Ministry of Finance.
22.
Total domestically financed social spending for the periods from end-December 2009
to end-December 2010 (indicative target), and in the periods from end-December 2009 to
end-September 2010 (indicative target) and from end-December 2010 to end-March 2011
and end-June 2011 (indicative targets) respectively, should be equal to or higher than the
amounts shown in Table 1 above. The data provided by the Economic Directorate will be
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considered authoritative in the context of the program. The floor on domestically financed
social spending (current and capital) is an indicative target throughout the program period.
C.

TOTAL DOMESTICALLY FINANCED CAPITAL SPENDING

Definition
25.
Total domestically financed capital spending, for the periods from end-December
2009 to end-September 2010 and to end-December 2010 and from end-December 2010 to
end-March 2011 and to end-June 2011 (indicative targets) respectively, should be equal to or
higher than the amounts shown in Table 1 above. The data provided by the Economic
Directorate will be considered authoritative in the context of the program. The floor on
domestically financed capital spending is indicative target throughout the program period.

