Memorandum of Economic and Financial Policies
Juba, Republic of South Sudan, January 9, 2023

A. Recent Economic Developments and Outlook

1. Macroeconomic conditions have benefitted from the recovery of oil prices since mid-
2021 but continue to reflect the devastating effects of consecutive years of flooding. Severe
floods that have hit South Sudan for the fourth year in a row are weighing on the economy and
offsetting the positive effect from the recovery in global oil prices since the pandemic. The flooding
has hampered oil production, which declined from 169 thousand barrels/day (bpd) in FY2020/21 to
156 thousand bpd in FY2021/22. The floods have also affected agricultural output, killed livestock,
displaced communities, and have had a severe impact on people’s access to essential services and
humanitarian aid. As a result of these factors, real GDP is estimated to have contracted by 2.9 percent
in FY2021/22. Oil production is expected to drop to around 150 thousand bpd in FY2022/23, which
will more than offset the projected growth in agriculture, leading to an expected real-GDP
contraction of 0.3 percent in FY2022/23.

.8 A weaker exchange rate and higher global commodity prices from recent geopolitical
developments are contributing to higher inflation in South Sudan. As a result of fiscal pressures
there was a resumption of overdrafts from the Bank of South Sudan (BoSS) during March-August
2022 to reduce arrears on salaries and goods and services. This led to a large expansion in reserve
money during this period, which triggered a significant exchange rate depreciation. Together with
the increase in global food and fuel prices since Spring 2022, this led to a sharp increase in prices in
Juba and other major cities in recent months. We have taken corrective actions by halting overdrafts
from the BosSS, following which the exchange rate has stabilized. However, given that South Sudan
relies heavily on imports for consumer goods—including refined fuel products, grains, and
medicine—inflation is expected to remain elevated for several months. Absent further external
shocks, the restoration of steady money growth below 10 percent per year is expected to contain
inflation in the near term and gradually restore it to single digits.

B. Performance Under the SMP

3. We have advanced significant economic reforms since the start of the SMP in March
2021. Specifically, we liberalized the FX market and unified the exchange rates in the market since
August 2021, eliminating a premium of over 200 percent between the official and parallel market
exchange rate at the beginning of the SMP. In addition, we have eliminated all domestic salary
arrears, which stood at 5 months in January 2021, and have introduced revenue and customs
administration reforms that have resulted in a significant increase in non-oil revenue collection. We
have also increased the transparency of fiscal and monetary operations. On fiscal operations, we
have published budget implementation reports for FY2020/21, FY2021/22, and the first quarter of
FY2022/23, as well as the audit reports from the Auditor General Office on the two disbursements
under the Rapid Credit Facility. In addition, an international audit firm submitted in late-December
2022 a report with the results of a stocktake of our external debts, and the report will be published
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as prior action for the RCF and PMB. On monetary operations, BoSS is releasing monthly monetary
surveys that provide information on international reserves, BoSS claims on the government, and
monetary aggregates, among others, and it publicizes the results of weekly auctions FX auctions to
banks and FX bureaus.

4. Performance under the quantitative targets under the SMP for end-August 2022 and
on structural fiscal reforms has been mixed. The floor on net international reserves and clearance
of salary arrears have been met as we have eliminated all domestic salary arrears as of August] 2022.
We are also taking steps to progressively reduce the salary arrears to our diplomatic personnel
serving abroad. However, the ceilings on the central government cash deficit, borrowing from the
central bank, contracting or guaranteeing non-concessional borrowing, and reserve money growth
were missed (Table 1), as a result of the temporary resumption of overdrafts from the BoSS and a
return to the use of oil advances for bridge financing of the budget. The reforms targeted under the
structural benchmarks for the third review of the SMP have all been implemented or will be
implemented as prior action for the RCF and PMB request (Table 2). In addition, we have started
drafting an MOU between the MoFP and BoSS, expected to be completed by January 2023, which
will set out the arrangement of the Treasury Single Account (TSA). With regard to cash management,
which includes managing oil revenues, the Cash Management Unit (CMU) has updated the cash
plans with assistance from TA provided by the IMF, and the Cash Management Committee (CMC) has
started to have a monthly meeting to review and approve the updated cash plans and discuss any
needed measures identified in those cash plans.

C. Economic Policies

5. The government and the BoSS are strongly committed to deepening the economic
reforms started under the SMP in support of the objectives for economic governance and
development outlined in our Revitalized Peace Agreement. Our focus will be on ensuring
macroeconomic stability to create conditions for robust and inclusive growth. To that end, the focus
of our economic reform program in the near term will be on improving revenue collection while
continuing our policy of no BoSS financing of the budget. To avoid the re-emergence of domestic
expenditure arrears we will contain spending within the available cash, while ensuring that budgetary
allocations to social sectors (education, health and social assistance) are protected and, if possible,
expanded. At the same time, we will continue with our reforms to strengthen governance. Our fiscal
policy will focus on maintaining macroeconomic and public debt stability as well as re-enforcing
transparency and discipline in budget execution.

Fiscal Policy

6. We are deepening the revenue administration reforms that are yielding significant
gains in non-oil revenue collection. Non-oil revenue has increased progressively. It amounted to
SSP 8.9 billion per year when the National Revenue Authority (NRA) was set up in FY2016/17, and
reached SSP 83 billion in FY2021/22. Under unchanged policies, non-oil revenue is now expected to
reach over SSP 150 billion in FY2022/23. This significant increase primarily reflects improved
compliance following the introduction of an e-tax system in 2021 that provides a portal for online
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registration, filing, and payment as part of the broader e-government drive. To support NRA's efforts
in increasing revenue collection further, the Council of Ministers approved in September 2022 the
first Strategic Plan for NRA that sets its direction for the next five years. This plan, which envisages an
increase in the number of NRA staff and leveraging the use of information and communications
technology to transform business processes, aims to increase non-oil revenue from 2 percent of GDP
projected in FY2022/23 to 6.5 percent of GDP by FY2027/28. This will be achieved primarily by
simplifying the tax regime to enhance tax compliance and improve the ease of doing business,
introducing an integrated tax management system, and developing a framework to operationalize
tax dispute resolutions, and appeals procedures including a tax appeals court. In addition, the NRA
will seek to promote trade facilitation, including by modernizing its customs operations through
automation, customs risk management, and post-clearance audits.

7. Improved collection of non-oil revenue and higher oil prices have increased revenue
projections relative to the FY2022/23 budget. Total revenue during the first four months of this
fiscal year (July-October 2022) has been much higher than projected at the time of the budget. This
reflects both better non-oil revenue collection — which, at SSP 49 billion, was double the revenue
collected in the same period last year — and higher oil prices than assumed in the budget. The latter
have more than offset the significant decline in oil production, caused by extreme floods that have
rendered many oil wells inoperable in recent months. As a result, we now project that overall revenue
will reach SSP 1,587 billion in FY2022/23, compared to SSP 883 billion in the budget.

8. Despite improved prospects for revenues, we project a significant financing gap under
unchanged policies. Several factors are constraining our fiscal space. These include the need to
allocate additional resources for salaries of about SSP 21.8 billion to accommodate an increase in
military personnel, as part of the gradual unification of government and former opposition armed
forces. It also includes projected debt service and interest amounting to SSP 370 billion. In addition,
Sudan continues to lift a sizeable portion of our share of profit oil in excess of agreed transit fees and
without payment, despite the fact that South Sudan'’s obligations to Sudan under the Transitional
Financial Agreement (TFA) ended in March 2022. The value of crude oil taken by Sudan in this
manner since the end of the TFA amounted to over US$400 million as of end-October 2022. These
factors together imply a financing gap of SSP 255 billion in FY2022/23 under unchanged policies.

9. We are considering several steps to help close the fiscal financing gap, some of which
will be part of a supplementary budget that we plan to table shortly to our National Assembly.

J On the revenue side, these include: (i) adjusting gradually the exchange rate being used for
assessing taxes on imported goods from the current level 90 SSP/US$ compared to about
670 SSP/US$ in the market in a way that would raise customs revenue over time while
containing the social impacts of an increase in the price of imported goods; (ii) increasing the
custom duty rates for some products (consistent with our commitment to align our external
tariffs with the rates prevailing in the East African Community, of which we are a member);
(iii) expanding further the digitalization of the tax system; and (iv) reviewing the various tax
exemptions that are at the discretion of the MOoFP, with a view to rescind those that are not in
compliance with the agreement set at the time these exemptions were granted, and to phase
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out the remaining ones. To be on the conservative side, we do not project additional
revenues from these planned measures until we have more clarity on the specific changes.

° On the expenditure side, these include: (i) reducing the amount of crude oil allocated for the
oil-for-infrastructure scheme from 20,000 to 15,000 barrels per day, which at current oil
prices is projected to provide savings of about SSP 107.1 billion; (i) not transferring the 10
percent and 15 percent share of oil revenue to, respectively, the Future Generation Fund and
the Qil Stabilization Fund, which will reduce financing needs by about SSP 157 billion; and (jii)
seeking intermediation from international partners to reach agreement with Sudan both on
receiving payment for credits accumulated for the delivery of oil in excess of transit fees
following the completion of the TFA, and on an equitable oil transit arrangement going
forward. To ringfence spending on salaries and social sectors and avoid reemergence of
arrears in these areas, we have allocated the proceeds of one oil cargo every month to salary
payments and will include separate quantitative targets (floors) in the PMB on spending for
salaries and for social spending (health, education, and social protection).

o On public salaries, the Economic Cluster is exploring a strategy to raise public sector
salaries, which are very low by regional standards and whose real value continues to be
eroded by inflation. However, we intend for any wage increases to be fully offset by revenue
and expenditures measures.

10. We remain committed to refraining from monetary financing and intend to execute
the FY2022/23 budget without reliance on non-concessionary external financing. We are
committed to avoiding any further non-concessional borrowing unless a very limited set of
conditions are met. Specifically, we will not contract or guarantee new non-concessional loans for the
duration of the PMB unless either: (i) debt management operations improve key liquidity and/or
solvency debt burden indicators without adversely affecting the risk rating; or (ii) loans finance
critical investment projects with high social and economic returns that are integral to our national
development program, and for which concessional financing is not available. In these cases, we will
seek to avoid non-concessional borrowing with high effective interest rates due to hidden fees and
short maturities. Consistent with the Cabinet of Ministers’ Resolution of October 2020, we will
continue to refrain from contracting oil-backed loans, and we will consult with the IMF staff prior to
contracting or guaranteeing any new non-concessional debt. We will also build a buffer of at least
one month of fiscal outlays to obviate the need to resort to rely on expensive oil advance payments
to compensate for cash shortfalls.

Exchange Rate, Monetary, and Financial Sector Policies

11. We are taking steps to operationalize the reserve money targeting framework. Given
the current state of development of South Sudan’s financial sector and the policy levers at the
disposal of BoSS, reserve money targeting remains the appropriate monetary policy framework for
the time being. We will continue to implement this framework by targeting an annual reserve money
growth rate of 10 percent or lower, as initiated in March 2021 under the SMP. We will also continue
to conduct regular FX auctions to aid price discovery in relation to the exchange rate and publish
auctions data on the BoSS website in a timely manner to foster confidence among market
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participants. We introduced in October 2022 a new term deposit facility, initially with 14-day and 28-
day maturities, as a first step to expanding the monetary policy toolkit of BoSS. These instruments
have attracted significant interest from banks. As of end-November 2022, we have mopped up about
SSP 23.7 billion (about 30 percent of the outstanding stock of banks’ excess reserves with the BoSS
at end-September 2022). We intend to expand the range of maturities to 90 days, 3-months and
6-months based on interest expressed by banks, and will continue to refine this facility to develop it
into a viable means of managing liquidity. We will coordinate closely with MoFP at the technical
level, through the recently instated Liquidity Working Group, and at leadership level, through the
CMC. This will improve our capacity for liquidity monitoring and forecasting, with a view to tracking
market developments better and responding to them effectively, using the tools at our disposal.

12. We will address the undercapitalization of the domestic banking sector and take steps
to improve banking supervision and financial inclusion. Our approach to addressing the
undercapitalization of domestic banks will be to promote mergers where possible, and to enforce
liquidation where needed. We have revoked the licenses of 2 inactive banks that exceeded the
6-month threshold to start operations after license issuance and, based on IMF TA, have prepared a
strategy to review the licenses of banks that have ceased operations and to address
undercapitalization in the domestic banking sector. This strategy will be approved by the BoSS Board
by end-March 2023 (proposed structural benchmark).

13.  We are taking steps to improve banking supervision and financial inclusion. The BoSS
has published audited financial statements through 2020 (the audited statements for 2021 are being
finalized and will be published shortly) and will proceed to enforce the publication by April 2023 of
audited financial statements by all commercial banks operating in South Sudan. In addition, we have
requested all banks to supply BoSS with granular deposit data, to aid BoSS planning for the possible
introduction of a deposit insurance scheme as part of our commitments towards further integration
with the East African Community (EAC). With IMF assistance, we have compiled new quarterly
Financial Soundness Indicators (FSIs) in line with current best practices. We have published on the
BoSS website these FSls for end-September 2022, and will continue to publish them at quarterly
frequency within one month after the end of each quarter. In addition, we will shortly initiate the
process for submitting the FSIs to the IMF Statistics Department on a regular basis for dissemination
through the IMF's FSI database. In the medium term, we intend to reduce the cost of cash
transactions by phasing out low denomination bank notes, and to reduce the cash reliance of the
economy through supportive policies, including paying civil servants through bank accounts as
discussed below.

Other Structural and Governance Reforms

14.  We are committed to strengthening transparency in the management of oil revenues.
The summary of oil sharing agreements under the three existing agreements—Greater Pioneer
Operating Company (GPOC), SUDD Petroleum Operating Company Limited (SPOC), and Dar
Petroleum Operating Company (DPOC)—are published in our annual Petroleum Reports, and on the
Ministry of Petroleum (MoP) website (www.mop.gov.ss). The latest published annual report covers
June 2020-May 2021 and the report for FY2021/22 will be published in the MoP website shortly. We
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intend to publish all three oil-sharing agreements in full, and we are currently in the process of
discussing the possibility obtaining consent from investors, given contractual restrictions in relation
to disclosure. We also plan to publish on the MoP website quarterly petroleum reports, including
details on monthly oil output and revenues, starting from the first quarter of 2023 (proposed
structural benchmark). In addition, we will submit by end-February 2023 a membership application to
the EITI, as envisaged in the revised Road Map of the extended Revitalized Agreement on the
Resolution of Conflict in South Sudan.

15.  We are committed to implementing the recommendations in the Auditor General's
reports on the use of RCF funds disbursed in November 2020 and March 2021. Consistent with
one of the structural benchmarks for the third review of the SMP, we published in December 2022
the audit report regarding the use of funds under the second RCF disbursed in March 2021 (the audit
report for the first RCF disbursed in November 2020 was published in September 2021). To address
the findings and recommendations under the two reports, we are working with the Auditor General's
office to provide additional documentation to address the discrepancies and mission information
identified in the reports, and will adopt as a prior action for the PMB and the RCF request an action
plan to implement the recommendations in the two Auditor General's reports. The latter includes
commitments for: (i) a gradual rollout of payment of salaries for all central government employees
through the commercial banks, aiming to complete the rollout by end-June 2023; and (i) initiating
the process of issuing biometric identifications to all central government employees and organized
forces, which is being carried out by the Ministry of Public Service with support from World Bank
technical support. The MoFP will provide monthly progress reports to the PFM Oversight Committee
regarding the implementation of these reforms.

16. We have continued to strengthen our expenditure controls and to improve the
transparency of government operations. To contain spending commitments within the cash
available, the MoFP is authorizing spending based on cash projections prepared by the Cash
Management Unit of the MoFP and approved by the CMC. To ensure that spending commitments
are in line with the available resources, the spending limits in our upgraded IFMIS are now regularly
made consistent with the cash plans approved by the CMC. In addition, starting with the FY2022/23
budget, all infrastructure spending, including those expenditures financed from the oil for
infrastructure scheme, are being recorded in the appropriate IFMIS module. Consistent with one of
the structural benchmarks for the third review of the SMP we have already published on the MoFP
website budget execution reports for FY2020/21, FY2021/22, and the first quarter of FY2022/23. We
will continue to publish such quarterly reports within three months after the end of each quarter to
improve budget transparency.

17.  We plan to operationalize the Public Procurement and Disposal Authority (PPA), which
is one of our 11 PFM key priority areas. The PPA was established in 2018 by the PPA Act, but its
Board has not yet been appointed. The absence of the PPA means that the Government is not fully
able to exercise its oversight function over spending agencies in implementation of the budget,
specifically, the procurement and asset disposal activities as required by the PPA Act. Pending a
forthcoming decision from the political parties in the unity government on power-sharing in key
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government institutions, the Minister of Finance and Planning will make shortly a recommendation
to the President of South Sudan with candidates for the PPA’s Board of Directors, which will need to
be appointed by the President of South Sudan per the PPA Act. The appointment of the PPA Board
will allow it to adopt the Public Procurement Regulations and Standard Procurement Documents
required to operationalizse the PPA, which have been prepared with World Bank assistance.

18.  We are taking determined steps to improve the process of assessment, approval and
contracting of external loans and guarantees. The appointed auditor has completed the stocktake
of the external debt and guarantees and we will publish, as prior action for the RCF and the PMB, on
the MoFP website its findings and recommendations. The debt stocktake confirmed broadly the
external debt data as of end-2021 that we published earlier this year, and has updated the external
debt stock to end-June 2022. The auditors are still working on the recommendations regarding the
debt management system, which are expected in early 2023. Based on work we conducted with the
external auditor on the external debt stocktake, we have established a consolidated database of all
existing external debt obligations, including guarantees and oil advances. Going forward, we will
maintain the database up-to-date, adopt the debt module in IFMIS, and publish a debt report on a
quarterly basis on the Ministry of Finance website no later than 30 days following each quarter. In
addition, we will take several steps to strengthen public debt management:

o First, the working methods and role chart of the Technical Loan Committee (TLC) will be set
out in detail in a Ministerial Order of the Minister of Finance by end-March 2023. This will
clarify, inter alia, that the TLC would be the driver for negotiating all loan contracts and
guarantees, and appoint the Debt Management Unit (DMU) of the MoFP as the secretariat of
the TLC and for providing analytical support to the TLC in evaluating borrowing proposals
and eventually debt management strategies. This will strengthen the institutional role of the
DMU and facilitate the flow of information on new loans to the DMU for their recording. The
vetting process for all new loans and guarantees will include a risk assessment by the DMU
before consideration from the TLC.

© Second, the BoSS should not be involved in issuing sovereign guarantees on behalf of the
government. To codify this, the relevant provision in the BoSS Act that allows the BoSS to
extend guarantees (Section 10(3)) is proposed to be removed as part of a broader revision of
the BoSS Act aimed at bringing the South Sudan legislation in line with international best
practices for central banking legislation and governance. The proposed package of changes
to the BoSS Act has been tabled (as a prior action)] in the Constitutional Review Committee.
In addition, the MoFP will send to the Council of Ministers an up-to-date list of all remaining
valid guarantees issued by the BoSS, for the Council to determine whether these guarantees
achieve a development purpose that justifies the implied contingent fiscal liabilities, and to
rescind any guarantees that do not meet this standard. The register of all remaining valid
guarantees containing the underlying transaction—including the borrower or procurer of
goods and services, and the project to be supported—will be published on the BoSS website
by June 2023,

. Third, with IMF support, including from a TA mission that took place in
November 30-December 13 2022 to review the legal and institutional framework for debt
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management, we will adopt by end-March 2023 an action plan to strengthen our debt
management strategy (proposed structural benchmark).

19. The BoSS is committed to implementing the recommendations made by the IMF’s
safeguards assessment. Actions have been taken in the following areas: (i) as discussed in 113
above, the publication of the audited financial statements through 2020 and the audited statements
for 2021 are being finalized and will be published shortly on the BoSS website; and (ii) signing in
September 2022 of a Memorandum of Understanding between the BoSS and the Auditor General to
ensure the appointment of an international audit firm to audit BoSS financial statements from
CY2022 onwards. This meets one of the structural benchmarks for the third review of the SMP. Going
forward, firms with experience in IFRS and central banking will be invited to render for multi-year
appointments, as part of a competitive public tender process that will be launched shortly by the
National Audit Chamber (NAC) based on terms of reference already agreed between the BoSS and
NAC. Further, with IMF technical assistance, we plan to implement by end-March 2023 key
recommendations from the safeguards assessment (proposed structural benchmark) related to
currency operations, specifically: (i) developing a comprehensive strategy to address vulnerabilities
and strengthen currency operations, including purchasing, storage, processing, and destruction
activities; (i) sending tender requests to reputable currency manufacturers, and conducting a review
of bids vis a vis the tender criteria; and (iii) conducting a cost benefit analysis of replacing low
denomination banknotes with coins. Separately, Terms of Reference are being drafted to engage an
audit firm to co-source the internal audit activities. As per one of the recommendations, we are also
committed to reinforcing our ex-ante controls and reporting practices by using a monitored account
at the BIS or Fed for the IMF disbursements, validating transactions on the account at test dates by
the auditors, and providing monthly statements of the account to the IMF. The BoSS will continue to
provide IMF staff with access to its most recently competed audit reports and authorize the BoSS’
external auditors, who are contacted by the National Audit Chamber, to hold discussions with IMF
staff.

20.  We will continue implementing the reforms contained in our action plan on AML/CFT.
We have made some progress implementing the AML/CFT reforms, including establishing the
Financial Intelligence Unit (FIU) and becoming a member of the Eastern and Southern Africa
Anti-Money Laundering Group in November 2022. The FIU has been provided with a budget and
premises, staff has increased to 29 and we are providing training to strengthen their capacity to
perform supervisory responsibilities. However, our progress has been limited in terms of the FATF
action plan. We have started discussions with the FATF to update our action plan with a new timeline.
In the meantime, to address the legal issues in the action plan, including to draft a revised AML/CFT
Act to incorporate the current FATF Standards, we will immediately resume engagement with the TA
team from the IMF Legal Department, to facilitate a diagnostic mission in early 2023. In addition, to
address operational aspects in our action plan, we are requesting TA from donors on structuring the
fully independent and operational FIU and conducting the national risk assessment.

12

T



1202 Y248 |N-pua 38 5203s ASuow aAIasa1 BY) O} dAIRR[RI 2207 ISNBNY pue ‘| 20z 1990320 ‘|20z sunf ‘Ajeandadsal
‘butinp Asuow ansssal abesane ayy jo sabueyd sanenwnd 3y} se pauyap aie gg0g Isnbny-pus pue ‘L 20z 13qo1dQ-pus ‘Bunf-pus o} Yimoib Asuow saissal uo SHWIT g
'1202 Y2ieN-puS Woly sAenwn) ,

“ge0z ¥snbny pue | zoz J9qo1oQ pue aunf ‘Ajpandadsal
‘Buninp seauejeq yIN Ajiep jo 3po1s abeiane ayj jo sabueyd annejnwind ay) se paulap ale zzoz 1snbny-pus pue |zoz 1300Q-pus pue aunf-pua Joj YN uo sabie]

'120g 420110 Ul pa|adued aism ssjuesenb paienosse pue ueo siy) “Lzoz Anf ul uswsaalbe ueo) Siy1 01 paiejaJ aajueienb ubiaianos

€ Panss| 5sog Y1 pue Jels punj yum uone}nsuod Jokid Inoyym uoljiw 059$SM JO JUNOWe ue Ioj | 20z [udy ul UBO| |eUOISS8IU02-UoU [eUJ3IXS UE 10} Juawaaibe ue oul
Paigiu@ 440 3y "3|qejieae Jou si Buidueuly [eUOISS3OU0D YdIym Joy pue ‘Buipuads pajejai-aIA0D [ednUd 40} Jo weiboid JuawdolaAsp [euoneu sanuoyne ay3 o} [eibaul
818 1B} UINI31 J1WIou033 pue [e120s Ybiy e yym srafoid Juswuisanul [eanid sadueuly (1) 4o ‘Buiel ssu auyy Bunoaye Ajasianpe Inoyim sioredipu; usping 1gep Aouanjos
41o/pue Aupinbyj a3 sroudwi 1ey: suonessdo Juswabeuew 193p (1) 19y3@ seAjoAul 1eL) gDN 404 Aldde Aew suondadxa ‘yels pung yum uoneynsuos soud o0y pafgns .

"dIS 3y Japun psaibe se ‘Loddns 396pnq 104 pasn aq 0} uonedojje ¥AS By 4O uoiuod Buiutewsal a1 jo Buipual-uo Joj mojle o3 dn pajsnipe Buie),

“Yelpiano Juswuianob ay) ul asea.oul ue INoYIM 'SSOg Ylm sHSOdap X4 d4OAl 1O INO siealle Auejes jo @dueiesp wouy asole HHN uo Buled ay Jo yoealg ¢
"@nuanai Aarienb Jo uadiad g ueys Jaybiy JaAsu pue Jayienb sy Jo jjey 1se3] 1e Ul 01z 3q p|NoYs HON "LZ0Z ‘0€ Y2l Woly sabueyd sane|nwnd aie siequinp ,
'2202 3snBny 10} 2207 ‘D€ BUN[ WO SAIRINWIND PUB | Z07 180120 PUE BUN[ 1) 1 Z0Z '0S UDJe WO BAITRINWIND 8J€ SIaquiny |

(1ow
10N) SOT ST (3aN) v's- 00T (1v) 9°¢- 0's g(S3urod a8ejusdsad ul :Suljen) yimou3 Asuow anlasal afessay
(10w
(1) z'gt 781 10N) 9°0T SvT (1B) 51 €L ,(dSS 40 suol|jiq ui :100}) ssea.se Asejes Jo sduelea))
s(stejjop
(3¥) 2997 0'0LT (1aw) 0'90% 0'¥8¢ (1am) 0'1€T 0's8 "S"MN 40 SUOJ||IW U1 :J00}}) DAIDSDI [EUOIIRUISIUI 19U dTeIany
(lew (3w s(S4e[1op *$°N J0 suol||iw Ul :Buljd snonuRUOI)
10N) 0S¥ 00 (3aw) 00 00 10N) 0°059 00 8uImo.10q [BUOISSAIU0I-UOU 4O Bu@djUEIENS 10 SUIIRIIUO)
(1ow (320w 2(dSS Jo suol|jiq
10N) 6°Z1€ +0'S¢ 10N) ¢0°S2 00 (@) o0 00 uj :8u1|192) JUBILISAOS [RJIUID DY 0} UPDII DU YUB( [RIIUSD
(3@w (32w 1(dSS Jo suoljjiq
10N) '€/ 0'st (1) oze 6'SE 10N) 6°52 00T ur :3u1j1a3) 321ep 3198pnq ysed Alewud s, 3UBWUIBAOS [B1UD)
‘194d 198ie] |lenioy 108181 |enjoy 12818
44174 220t 1202 dNS TZ0Z 120T dINIS TZ0Z
gny-pu3 3ny-pu3 120-pu3 190-pu3 aunf -puj unr-pu3

weiboid paiojuo-j4els ayy Japun syabie] saneIuend) :uepns yinos jo dijqnday °| ?jqel




196pNq €2/2202A4 3Y} Ul 101385 UBLIEJUBWINY PUE [BIDOS puE ‘UHeay ‘uoneanps uo buipuads pasodoid ay je 1as st Buipuads [e120s Uo Jooj) pasodoid 8yl

'sabueyp ajes sbueydxa yjuow
-uo-yuow Joy Bunsnipe ‘2zoz ‘os Jaquiardas wouj (140 01 anp pue ‘syueq o} anp ‘uone|nNdJ1d Ul Aua.lind se paulep) Asuow sniasas ur ajes YmolB aazenwnd Sl lsquinp

"€202 aunf pue yduse Bulinp saouejeq yiN Ajiep jo yo03s abesane 8y} se pauysp ase sjebie] ,

"8|qe|lene Jou s| Budueul [euoissadu0d YaIym Joy pue ‘wesboid uawdo|aAsp [euoneu ssntioyine ay} o3 [eibajul
18 Jey) Linial d1wouoda pue [e1os Ybiy e yym sydsfoid Juawisaaul [ea13ud sadueuly (i) 10 ‘Bunel yjsu ayy Bundaye Ajpsianpe 1noyym sioredipul usping 198p Aouanjos
Jo/pue Aypinbi| ey sacidwi jeys suonesado Juswsbeuew 193p (1) 1eyue sanjonuy 3eyy goN 4oy A|dde Aew suondsdxs ‘yers Pun4 yum uoneynsuod Jopd o1 palfgns .

‘SplEMUO 2207 Jaquisidas wouy
uswusanrob ayy 0] 11paud 18U yueq [eausd Jayuny ou sasodwi pue ‘gz0z IsnBny pue Anf ul Juawuiaroh 331 O} papuaixa 3Ipaid 13U ueq [e}udd S31RPOLULUIOIIE JAGINN ,

"220T ‘0€ SUNf WO SAIRINWND S| J3quNp ,

v'ert Tzt o1(dSS Jo suoljjiq ul :100))) Suipuads |e120s Aol
4 £790T 1(dSS Jo suol|jiq ui :100y) sidJom JuaWUIAA0S jes1uad 0] SJuBWAed Asejes
S'L 0's s(3usouad uj :8ul)1@) yimo.s Asuow ansasay
S'TST ST S'L6 p(S4B|1OP "S"N 4O Suoliw Ul :100}}) BAIaSal |euonieuialul 3au asesany
¢1(SIBIIOP "S"N JO suoyiw
00 00 00 Ul :8u1[193 SNONUIUOD) JUSWLIBAOS 813U 3Y] Aq 1g3p |euolssadU0-UoU jo Suigsiuesens Jo Sudesiuo)
0°841 0841 08T z1(dSS 40 suol|jiq ul :3u1193) JUBWUISA0S [EIIUDI DY} 03 IPBII 18U Yueq |eslua)
0'966- 0'0g8- 1(dSS 4o suoijjiq ui :i00)) 2uejeq Asewid jlo-uop
pasodoid pasodoud |enioy
€20z €202 zeoe
unr-pug JeN-pu3 AON-pU3

gNd pasodoid ay3 apun syabie aanejzueny uepns YyINos Jo sijgnday *z ajqe]




'P33EIS SSIMIBY}0 SSB|UN LJUOW BU) JO pua O} Jajal sajeq Jebie] ,

saanosail Aouabiaws jo Bulpuads

pasodoid “(glh 107) MS4 2y Jepun

8y} ul Ajjiqejunoooe pue fouasedsues) ainsug gz-deg juswasingsip 4Oy mau ay} jo Buipuads ay} jo ypne ue j0 uoneoliqnd pue uonsjdwos ‘g
pasodoid “(#Ll 443 ) J0308s J10 By} uo spodey Apapenb se jjom
Aoualedsues) easueyug gz-unr se sajuedwod Bunoenxa-|Io yum sjuswaaibe Buueys uononpoud |10 paubis jje ysiignd "2
pasodoid (6Ll d43) NI4 ynm uoneloqejoo i uoissius
aoueuwsanoh anosduw ez-le Juswssasse spienbajes ay} Jo suoyepuswwoss) Buipue)sino ay} Jusweldwi 0} gs0g 9
pesodoud
‘(21 d43n) Wow yum yeys ssog Aq zzoz Isnbny ur padojensp wioel ojoes
Angeys [eroueuy Joddng cz-lep Bunjueq uo sway uonoe papuswLLOa) Juswajdwi o} uejd uoioe ue jdope o} Sso9g g
pasodoid (gLlh d43N) “ABaiens uswebeuew 1gep e aje|nwlo) pue
‘Juswabeuew pue aouenss jgep 10} Ylomsuwiely [euoynyisul auy usyibuaiis o} uejd uonoe
Aungeureisns jqep urejurepy €c-1e|y Ue ‘Jels pund yjm UORB)NSUOD Ul 'gZ0Z YoIey-pus Aq Jdope pue dojanap o} d4op v
‘pasodold ‘(glb
Aousiedsuel) eoueyug | uonoe Jouy d43IN) 2202 1equsoaq ui Joppne |ewaixs ay) g pajiwgns pHodal yupne ay} ysiignd "¢
pasodoid (gLl
d43IN) Juswuianob ay} jo jeyeq uo sasjueiend ubia1anos anss| jouued ggog ay) Jey) os
RV 8y} jo ()01 uonoes anowsai o} Buipnpul oy SSog U} O} 'JJels pun4 yum UolE}NSU0D
Souewanob snoidwi) | uopoe Jouy ul payjeup ‘suoisinal pasodoid sSlILULLOD MBIADY [BLORN}ISUOY ay) o} ywugng 'z
pasodoid (SLlb d43W) SluswasINgsip 40y omy ay} 40 uodal yipne s jeseuag
doueuanob anoidwi |  uopoe Joud 10)IpnY 8y} Ul SUoREPUSLILLODa) By} 40 UoKejuawWwS|dwI 8y} Joy ueld uonoe 1dopy °L
gid
(mojeq g wey ess) gNd pue 40y
3y} Joj uonoe soud se paysignd aq |im podal
S} pue Zzog Jequisdeq ul ssijuoyine sy; podal }pne 8y Jo sjnsal ay} ysiqnd pue sasjuelenb pue syuswsaibe ueo| [eulslxa Buipuejsino
U} PepILLgNS Joypne [ewdlxs 8y Jew JON | Z20Z ‘Sl ‘AON I[8 JO 00}s axe} 0} Jojipne eusaixe Juspuadapul ue Aq Jpne ue jo uonaidwo) 4
[AAITA
Aenuer ui Aejep e yym pajusweidw) ‘jous JON ¢c0 ¢/ 20CAd PUB |Z/0Z0Z A4 4o} spodal uoynasxa Jabpng jo uoneoigng s
SpJemuo ZzozAD
wol sjuswisie)s [eroueul SSog 8y} JO SUPNE ay) Joj LU JIpNe [eula)xa [euoleuwsajul
RN 22190 ue jo Jusujuiodde Ajawi sy} 2insus 0} [eISUSS) JOIPNY BU UM No ue ubis o} ggog 'z
¢coe juswissingsip 40y
Jaquisdeq ul Aejep e yum pejuswejdw| Jow 10N zz-bny 1202 |udy 8y} jo Buipuads auy jo ypne ayy 10 suojepuswiwoal pue sbulpuy ysigng - |
diNs
9jeuoney/sniels JuaLngy _ 9leq jabie] _ sainseay

8Wd pasodoud ay3 10j pue JINIS 343 JO MaIADY PAlYL 813 Joj siuewypuag [ein)dnis :uepns ynos jo sijgqnday ‘¢ sjqe)




Technical Memorandum of Understanding

Juba, Republic of South Sudan, January [9], 2022

1. This Technical Memorandum of Understanding (TMU) defines the quantitative targets and
structural benchmarks for monitoring the performance of South Sudan under a Program Monitoring with
Board involvement (PMB). In addition, the TMU specifies the data to be provided to the IMF for program
monitoring purposes, and the periodicity and deadlines for the transmission of the data.

2, The PMB will be monitored based on seven quarterly quantitative targets (QTs) and five
structural benchmarks listed in Tables 1 and 2 of the Memorandum on Economic and Financial Policies
(MEFP). The QTs are as follows.

i.  Floor on non-oil primary balance;
ii.  Ceiling on central bank net credit to the central government;
iii.  Floor on the average net international reserves (NIR);
iv.  Continuous ceiling on contracting or guaranteeing of non-concessional borrowing;
V. Floor on salary payments to central government workers;
vi.  Ceiling on reserve money growth; and

vii.  Floor on priority social spending.
Quantitative Targets

3 Non-oil primary balance of the central government is measured as non-oil revenues minus total
expenditures excluding interest payments, transfers to the Ministry of Petroleum (MoP) and the oil
producing states and communities, and transfers to Sudan. For the purposes of the program, all
revenues and expenditure denominated in foreign currency will be valued at the program exchange rate
of 665 SSP/USS.

4, Central bank net credit to the Central Government is the change in the stock of net credit to
the central government (NCG) by the Bank of South Sudan (BoSS). NCG is defined as the difference
between gross claims on central government and gross liabilities to the central government. For the
purposes of the program, all claims and liabilities of the central government to the BoSS denominated in
foreign currency will be valued at the program exchange rate of 665 SSP/USS$.

5. Net international reserves (NIR) of the BoSS are defined as reserve assets of the BoSS net of
short-term external liabilities of the BoSS. Reserve assets are defined as foreign assets readily available
to, and controlled by, the BoSS and exclude pledged or otherwise encumbered foreign assets, including,
but not limited to, assets used as collateral or guarantees for third-party liabilities. Reserve assets must

be denominated and settled in a convertible foreign currency. Short-term foreign liabilities are defined as
liabilities to nonresidents, of original maturities less than one year, contracted by the BoSS. For program-
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monitoring purposes, official reserve and short-term liabilities at the end of each test period will be
calculated in U.S. dollars by converting the stock denominated in SDR, EUR and GBP at program
exchange rates of, respectively, 0.76, 1.04 and 1.20 against one US dollar. The NIR limits for each test
period are defined as the average NIR daily stocks during the month of the test period.

6. Contracting or guaranteeing of new non-concessional external debt by the central
government applies to debt to non-residents with original maturity of one year or more at non-
concessional terms and to guarantees issued to both residents and non-residents. For the purposes of
the program, the definition of “debt” is set forth in point No. 9 of the "Guidelines on Performance Criteria
with Respect to External Debt" (see Decision No. 6230-(79/140) as revised on August 31, 2009 (Decision
No. 14416-(09/91)), attached in Annex ). This quantitative target will be assessed on a continuous basis
starting from program approval.

 For program purposes, a debt is concessional if it includes a grant element of at least 35
percent, calculated as follows: the grant element of a debt is the difference between the present
value (PV) of debt and its nominal value, expressed as a percentage of the nominal value of the debt.
The PV of debt at the time of its contracting is calculated by discounting the future stream of payments
of debt service due on this debt. The discount rate used for this purpose is the unified discount rate of
5 percent set forth in Executive Board Decision No. 15248-(13/97). For debts with a grant element
equal or below zero, the PV will be set equal to the nominal value of the debt.

e Discussion on the contracting and/or guaranteeing of any new non-concessional debt will only
be undertaken after consultation with the IMF. Exceptions to the zero program target for non-
concessional debt and guarantees may apply for debt that involves either (i) debt management
operations that improve key liquidity and/or solvency debt burden indicators without adversely affecting
the risk rating; or (ii) transactions that finance critical investment projects with a high social and
economic return that are integral to national development program and for which concessional
financing is not available.

7. Floor on salary payments to central government workers includes payment of all central
government civil salaries, military and armed forces, and foreign mission salaries. Foreign currency
salary payments, such as foreign mission salaries, will be valued at the program exchange rate of 665
SSP/USS.

8. Floor on priority social spending includes central government spending on the education,
health, and humanitarian sectors as defined in the FY2022/23 budget.

9 Reserve money is defined as the sum of local currency circulating outside of banks, and total
reserves for banks and other financial institutions (required and excess) at the BoSS. For program
purposes, limits on reserve money growth for the end of the test period are defined as the percentage
difference between the average daily reserve money during the test period and the reserve money stock
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at end-Sep 2022, adjusting foreign-currency components for exchange-rate changes between the two
periods.

PROGRAM MONITORING AND REPORTING REQUIREMENTS

10. The monitoring of quantitative targets and structural benchmarks will be the focus of the
quarterly assessment report to be prepared by the authorities at the end of each quarter. The information
on implementation and/or execution of structural benchmarks under the program will be reported to IMF
staff within two weeks after their programmed implementation date. The status of implementation of other
structural program measures will also be reported to IMF staff within the same time frame.

11. The authorities will report the information specified in Table 1 below according to the reporting
periods indicated. More generally, the authorities will provide IMF staff with all information required for
effective follow-up on economic policy implementation.

12. The authorities agree to consult IMF staff on any new external debt proposals. They will report to
IMF staff on the signing of any new external debt arrangements and the conditions pertaining to such
debt.

Table 1. Republic of South Sudan: Data to be Reported for Program Monitoring

Reporting Agency Data Frequency Submission&g_
Table of government fiscal operations Monthly 4 weeks
Government tax and non-oil revenue Monthly 4 weeks
Qil production and revenue Monthly 4 weeks
Stock of salary arrears of the Central Government Monthly 4 weeks
MoFP Salary payments in total and by sector (including

foreign mission and military/armed forces} Monthly 4 Weeks

Budget execution report Quarterly 4 weeks

Disbursements of External Debt including Newly

Contracted Debt of Government Quarterly 4 weeks

Projected external debt service Quarterly 4 weeks

BOSS balance sheet Monthly 4 weeks

Monetary Survey Monthly 4 weeks
BoSS

Detailed FX Auction Results Weekly 1 week

List of guarantees issued by the BOSS Monthly 1 week




Annex I: GUIDELINES ON EXTERNAL DEBT

Excerpt from Executive Board Decision No. 6230-(79/140) as revised on August 31, 2009 (Decision No.
14416-(09/91)):

* For the purpose of this guideline, the term "debt" will be understood to mean a current, i.e., not
contingent, liability, created under a contractual arrangement through the provision of value in the form of
assets (including currency) or services, and which requires the obligor to make one or more payments in
the form of assets (including currency) or services, at some future point(s) in time; these payments will
discharge the principal and/or interest liabilities incurred under the contract. Debts can take a number of
forms, the primary ones being as follows:

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

(ii) suppliers' credits, i.e., contracts where the supplier permits the obligor to defer payments until
sometime after the date on which the goods are delivered or services are provided; and

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

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



