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Glossary

Completion Point: The date at which a country completes the key
structural reforms agreed at the HIPC decision point, including
implementation of its poverty reduction strategy. The country then
receives the bulk of HIPC debt relief without further policy
conditions. As of January 2004, 10 countries reached completion
point: Benin, Bolivia, Burkina Faso, Guyana, Mali, Mauritania,
Mozambique, Nicaragua, Tanzania, and Uganda.

Cutoff Date: The date prior to which loans must be contracted in
order to be eligible for rescheduling. The cutoff date is usually 6 to
12 months before the date of the first rescheduling agreement and
typically remains fixed in all subsequent rescheduling.

Debt Overhang: The excess of a country’s external debt over its
long-term capacity to pay.

Decision Point: The date at which HIPC debt relief is committed and
begins on an interim basis, to be followed by HIPC completion point. 

Enhanced HIPC Initiative: A major review of the HIPC Initiative
in 1999 to provide deeper, broader and quicker debt relief.

HIPCs (heavily indebted poor countries): There are currently 42
countries defined by the IMF and World Bank as HIPCs. HIPC
criteria include assessment by the World Bank and IMF showing a
“potential need for HIPC debt relief” and per capita income below
$785, with entitlement to borrow on IDA-only terms from the
World Bank and from the IMF’s PRGF. 

London Club: An informal grouping of commercial banks who meet
to determine a common approach to rescheduling commercial bank
debt to a country. The London Club does not have a secretariat
comparable to the Paris Club. 
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Millennium Development Goals (MDGs): Goals for poverty
reduction and development agreed by the United Nations in 2000. 

NPV (Net Present Value): See PV.

Paris Club: The forum of creditor governments belonging to the
Development Assistance Committee of the OECD to negotiate the
rescheduling of the debts owed to them – mainly aid loans and
guaranteed export credits. Rescheduling is actually put into effect by
a series of bilateral agreements negotiated separately by each
individual creditor some time after the Paris Club agreement. 

Poverty Reduction and Growth Facility (PRGF): Established as
the Enhanced Structural Adjustment Facility (ESAF) in 1987. Used
as the IMF’s concessional lending facility, which provides finance for
Poverty Reduction Strategy Papers (PRSPs).

Poverty Reduction Strategy Paper (PRSP): PRSPs describe the
country’s macroeconomic, structural and social policies and
programmes to promote growth and reduce poverty, as well as
associated external financing needs and major sources of financing. In
order for a country to qualify for multilateral debt relief, access
PRGF and IDA concessional lending, it must produce a PRSP.

PV (Present Value) (of debt): The discounted sum of all future debt
service at a given rate of interest. If the rate of interest is the
contractual rate of the debt, by definition, PV equals the nominal
value, whereas if the rate of interest is the market interest rate, then
PV equals the market value of the debt. Present Value is sometimes
mis-described as Net Present Value.

Glossaryxiv
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