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EXECUTIVE SUMMARY

Context. The pandemic and war in Ukraine are weighing on the global economy.
Uncertain monetary conditions are also complicating economic management. Members
are addressing the fallout, often with constrained policy space, while also seeking a
durable, inclusive structural transformation to address the macro-financial implications

of climate change, digital money, fragility, and inequality.

FY23-25 framework. After a decade of flat real budgets, the FY23-25 framework
includes a phased augmentation to ramp up work in areas of the Fund’'s mandate to
support this structural transformation, working with partners and with reversion to a flat
real envelope in FY26. In parallel, temporary crisis resources are being wound down,
carefully paced given risks to the outlook. The Fund is adopting a hybrid work model,
building on crisis lessons, while continuing to modernize operations and facilities.

FY23 administrative budget. The proposed budget ($1,295 million, a 1.8 percent real
increase versus FY22) builds on extensive reprioritization and savings and the first phase
of the augmentation. It recognizes members’ changing needs, with resourcing for
deepening work on debtand governance. It also steps up the Fund’s efforts to support
a greener, digital, and more inclusive global economy. At the same time, the Fund will
need to remain agile, reprioritizing as needed given rapidly evolving circumstances.

External funding. Externally funded spending will continue to recover as travel-related
capacity building picks up. A four-percent real increase in the limit for external
resources (to $230 million) is proposed to support the structural transformation
agenda. A carryforward mechanism for external financing is also proposed.

FY23 capital budget. Capital spending will be moderated in FY23, allowing critical
investments but also time to take on board lessons from the remote environment and
recent modernization experience. The new cloud-capital equivalent framework
approved last year recognizes the changing nature of IT investment and provides a
transparent framework for reporting on this spending.

Sustainability. The FY23-25 budgetis consistent with the Fund’s medium-term income
position and precautionary balance target.
Risks to the budget remain elevated, due, inter alia, to uncertainty in program demand,

the early stage of work to support members’ structural transformation, the new hybrid
model, and inflation developments. Enterprise risk management continues to be

strengthened.
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APD Asia & Pacific Department
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oIC
ORM
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TRM
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Office of Innovation and Change

Office of Risk Management

Pacific Financial Technical Assistance Centre
Poverty Reduction and Growth Trust
Resilience and Sustainability Trust
Research Department
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Regional Training Assistance Center
Secretary's Department

Strategy, Policy, and Review Department
Statistics Department

Bilateral Surveillance and lending

Office of Transformation Management
Trust Fund Management Fee
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B SECTION 1. OVERVIEW

1. Calibration and acceleration. The Managing Director's Fall 2021 Global Policy Agenda and
Statement on the Executive Board Work Program emphasize the imperative for the Fund to adaptto
the changing needs of its members. In the period since this discussion, the war in Ukraine has
brought dramatic human, as well as economic, consequences, with related spillovers to the region
and the world through commodity markets, trade, and financial channels. Inflation dynamics in
major markets have also contributed to

Figure 1. Net Administrative Budget, FY03-22

Uncertainty. The Fund will work to (Mi”iOﬂSOf FY22 US. dollars)
support members adversely affected by 1,350
the war, while continuing to help 1300
countries calibrate their response to the 1,250
COVID-related economic crisis, and 1,200 \/
accelerate transformation towards a 1,150
greener, digital, and more inclusive global 1100
. . . 1,050 c—
economy. The Fund itself is taking on Budget
. 1,000 = Qutturn

board lessons from the pandemic by 050
investing in a hybrid work model and, 838858332 2I22EE2TRNE

. . . Iz zzEzzzzzZN
more broadly, incorporating lessons in >
modernization efforts. Sources: FACTS, OBP.
2. Budget agility. The Fund'’s nimble response to the protracted crisis continues a tradition of

budget agility (Figure 1). During the pasttwo decades, the Fund has revisited the scale of needs,
including the implications of the global financial crisis. Since FY12, it has operated under a flat real
budget envelope, addressing changing needs through reprioritization and savings.

e Reprioritization in the last decade:

The Fund has expanded its core Figure 2. Reprioritization Over the Last Decade
activities throug h broad-based Flat real budget maintained through reprioritization and efficiencies
reprioritization and savings (see FY22-24 [ covernance |
. .
Medium-Term Budget, Box 1). This Knowledge Management |
. Risk Management
process provided space to expand core
. H Macrofinancial Surveillance
work and address new priority areas, e
including mandatory FSAPs, external Eokanesd Comnink:s ion
. (BpandedcD
sector and spillover work, governance
External Sector Report
and broader macro-structural work, and Mandatory FSAPs for 520
macro_flnanCIal survelllance (Flgure 2) FY 12 FY 13 FY 14 FY 15 FY 16 FY17 Fy18 FY 19 FY 20 FY 21
Source: OBP.
3. Reprioritization during the

pandemic: Savings from a pandemic-related moratorium on travel and the deferral of non-urgent
work allowed for a rapid shift of resources to crisis needs, supported by a temporary ramp-up in
crisis-related staffing. As highlighted in the 2021 Annual Report, the crisis response included
financial support to member countries, a policy tracker, enhanced work on debt, instrument
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retooling and the approval of a new SDR allocation, as well as work on strategies to support
structural transformation in the face of longer-term global challenges. Overall, about 12 percent of
budget resources were reprogrammed to crisis needs and new priorities in FY21, and an additional

9 percentin FY22, well above norms given the extraordinary nature of needs and the large impact of
reprogramming travel resources to crisis needs.

4. Inflection point. In its Fall 2021 communiqué, the IMFC called on the Fund to help
members achieve a durable and inclusive structural transformation, including through stepped up
work—in line with its mandate and through continued effective collaboration with partners—to
identify and manage the macro-financial risks and the macro-critical implications of climate change,
digital money, fragility, and inequality. This agenda recognized the centrality of these challenges to
the global economy and to the Fund'’s effectiveness in carrying out its mandate in support of its
membership. The Board has agreed on a Budget Augmentation Framework to support these efforts,

with annual augmentations averaging two percent over the next three years, returning to a flat real
envelope thereafter. The framework protects funds for existing core work while addressing work
pressures that had increased to unsustainable levels during the pandemic (Figure 3).

Figure 3. Average Overtime Rate and Annual Leave

Average Overtime, FY19-22" Average Annual Leave by Dept Type, FY20-22"
(Staff only, percent) (Staff only, days)
25
16 _ — -
14 20 -
12
10 15
8 10
6
4 5
(2) 0
Area (@) Non-CD Support

Q1 Q2 @3 Q4 Q1 @2 @3 Q4 Q1 @2 Q3 Q4 Q1 Q2 @3

FY19 FY20 Fy21 Fy22
B Overtime Rate —+—4 Quarter Moving Avg. —+—4 Quarter Moving Median

Functional  Functional

B May-Jan FY22 — May-Apr FY21 - May-Apr FY20

Excludesregional offices. Percentofactual hoursworked Excludesregional offices.

5. FY23 budget. The proposed budget maintains exceptional support for the Fund’s response
to the ongoing COVID-19 crisis. The unwinding of temporary crisis staffing will be initiated in FY23,
recognizing the need for a paced reduction, but also the need for prudence given uncertainty
regarding the duration of COVID-19 crisis needs and of the regional and global impact of the war in
Ukraine. The Fund will remain nimble and respond to members’ emerging needs, including by
reallocating budget resources within year as needed. The budget allocates resources to climate,
digital money, macrofinancial surveillance, fragility, inclusion, debt, governance, updates to the
Fund'’s financial infrastructure and risk framework, and support for a changing workplace. Externally
funded operations will also continue to complement Fund-financed capacity development (CD). The
capital budget will advance the Fund’'s modernization agenda, taking on board lessons from early
implementation and operating in a remote environment.
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6. Paper structure. Section Il provides an initial overview of the FY22 budget execution.
Section Il looks at the key medium-term issues that will shape the Fund’s budget outlook. Section
IV details the proposed FY23 budget. Section V looks at the FY23 capital budget, section VI
considers risks and mitigating measures, and section VIl presents FY23 proposed decisions.

2 SECTION II. FY22 DEVELOPMENTS

A. FY22 Administrative Budget

7. Building forward better. The COVID-

19 crisis exacerbated pre-pandemic Key Achievements in FY22

vulnerabilities, and the latest wave has slowed Country Operations:
the pace of recovery, amidst diverging country e 22 financing operations approved (47 active,
prospects. Staff efforts in FY22 have sustained including 6 emergency operations) as of mid-

. . . March, with debt service relief to 30 countries.
the crisis response, including the approval of

an SDR allocation and ongoing crisis related
lending operations, while enhancing the Fund’s

e 122 Article IV consultations and 5 FSAPs planned
through April.

e 178 countries benefitted from single-country CD

toolkit and policies, and laying the foundations delivery

for a greener, digital, and more inclusive global e Implementation ofthe G20 DSSI debt service relief
economy. This was achieved through and the Common Framework for debt treatments
reallocation of resources within the flat real Multilateral Surveillance

budget. e Flagships focused on pandemicresponse, crypto

J s I assets, public finances, and global imbalances
e Crisis needs. A total $59.3 million in
e  Multilateral Leaders Task Force established

temporary resourcing, including 135 net .
e COVID-19 Vaccine Supply Tracker

positions, were allocated to departments,
supported by repurposing of travel
budgets and other non-urgent
expenditures, as well as continuation of a

e  Final Covid policy tracker update
Policy/Financial

e Comprehensive Surveillance Review completed

temporary increase in the limit on * FSAP Review completed

carryforward of unused funds from e Review of the Institutional View on Capital Flows
previous years (Table 1). While e Climate change strategyapproved
engagement with authorities remains e Digital moneystrategyapproved

largely virtual, lending has steadily e FCS strategyapproved

increased, FSAPs and Article IV e Inclusion and gender strategy discussed with
consultations have resumed, and CD has formal presentationin June.

prioritized support for crisis-related issues, * SDRallocationof$650 billionapproved
including strengthening payment systems e Initial work—Resilience and Sustainability Trust
to monitor and report on crisis spending, Internal Support

expanding the revenue base, and e Investment in risk framework

enhancing revenue administration. Lending e Budget augmentation framework approved

is shifting from emergency to medium- e  Hybrid work model and broader modernization

term operations, with some members likely
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to face complex debt challenges. The Fund has also played a lead role in the Global Health and

Pandemic Response vaccine taskforce.

e FY22 administrative spending (rebased to
exclude travel) is expected to increase across
most workstreams, drawing on temporary
crisis-related resourcing (Figure 4). Overall
direct country engagement is estimated to
increase by 9 percent year-on-year, driven by
lending and surveillance operations. CD-related
spending is also expected to rise based on a
partial recovery in externally financed spending.
Fund-financed CD is projected to decline,
reflecting other demands and crisis-related
interruption in some areas. CDMAP also
introduced new time-reporting procedures that
may affect CD reporting; change management
efforts are ongoing to familiarize users with
new practices and mitigate any impacts.

Table 1. FY22 Crisis Funding

(Millions of FY22 US dollars, unless otherwise noted)

$  Inpercent”

Crisis Demands 96 7.9
Area/Functional Dept. 79
Support 10
Other 7
Crisis Funding 96 7.9
Crisis Savings 37 3.1
Area/Functional Dept. 36
Support 1
Temporary funds 59 4.9
Travel/Events 33
Carry forward/other 26

Sources: OBP estimates. /Percent of FY22 structural
budget.

Projected Spending by Output
(In percentage shares)

10% Global cooperation /
standards (MSGS)
15%

between delivery and other workstreams.

CD Externally
financed
Internal (CDEF)
Fund support 7%
governance and (ISU)

Fund Finances 28% D Fund-
Feh financed
10% (CDFF)

4%

Fund Policies and BIIaFeraI

i surveillance
Analytical work . . !
(PA) Multilateral surveillance and and lending

(®SL)
25%

Total CD

Figure 4. Fund Projected Outputs, FY22
Projected Change, FY22 Relative to FY21

(Millions of FY22 U.S. dollars)

-20 0 20 40 60 80

BSL

Direct Country
CDFF Operations
CDEF
PA
MSGS
FGF
ISU

Total

| Change relative to FY 21 incl. travel

Source: ACES, staff calculations. All figures (except lineon second chart) excludetravel. Miscellaneous (2 percentof
spending) also excluded. FY21 figures updated to reflect revised costing methodology for CD, with improved separation

e Support. Internal supportis expected to decline by about half a percentage point compared to
FY21), as the institution addresses continued pandemic-related needs, pivots to a post-crisis
work model, invests in strengthened control and risk mitigation, and continues work to
strengthen the HR delivery model. HQ buildings have been equipped to ensure staff health and
safety and support hybrid meeting audio-visual needs. IT services continue to enable remote
work (equipment, collaboration tools), including in our field offices, and HR policies and training
courses have also been developed to recognize impact on staff and managers. Modernization
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work has continued, albeit with some important lessons (discussed below), and with a shift to a
new IT managed service delivery model. Non-travel spending for the Annual and Spring
Meetings has also increased, given the dual virtual/in-person format.

o Externally funded CD spending, at $163 million, is projected to be broadly in line with the
planning assumption of $165 million, below the approved envelope ($210 million), largely due
to expected crisis-related reductions in travel and expert expenditures but reflecting a
$42 million recovery versus FY21. The impact of lower management fees was built into the FY22
budget. Personnel chargebacks in FY22 are near pre-pandemic levels, highlighting a recovery in
staff time on externally funded CD.

Table 2. FY22 Utilization'/
8. PrOjECtEd utilization. Based on (Millions of U.S. dollars, unless otherwise noted)
spending during the first three quarters, FY22 Structural  Proj.  Utilization
structural utilization of the net administrative Budget  Outturn (percent)
budget is projected at 97 percent, compared Gross Expenditures 1249 1204 9%
to 95 percent in FY21 and 99 percentin FY20 Personnel 938 985 105
(pre-crisis). Improvements relative to FY21 are Travel 81 18 22
broad-based. Estimated budget utilization Buildings and Other 218 201 92
reflects a significant decline in vacancies, but a Contingency 12
continued slow resumption in travel and Receipts -36 -26 73
building occupancy, given ongoing COVID- Net Expenditures 1214 1,178 97
related constraints. No use of carryforward
. . . 1/
resources is expected in FY22 (Table 2). Squ_rce.QBP. .FY22 aggregate.b.udgetenveilc_»pe of$1,315
million, including agreed transitional and crisisresources.

e Personnel. Recruitment has accelerated
in FY22, with vacancy rates near precrisis
levels in economics departments (Figure

Figure 5. Vacancy Rates, FY20-22"/
(In percent of approved FTEs)

5). Execution is expected to exceed the
structural personnel budget but remain ;
within the overall available envelope, )
(overall utilization of 98 percent), 1
reflecting allocation of temporary 0

resources, mainly for crisis staffing. 8

April July  October January  April July  October January April 2/

Fy20 Fy21 Fy22
—=—Fund-wide

e Travel. About half of travel-related
resources were reprogrammed in case
conditions allowed a faster travel
resumption, recognizing significant pent-

Econ Depts

Sources: Department submissions and OBP estimates
Excludes OED, IEO. Overall positions, incl. temporary.
February data.

up demand from member countries. With restrictions more protracted, travel is more limited
than budgeted. The projected outturn reflects a combination of selected in-person missions,

increased hiring-related travel, and some evacuations.

e Other items. Projected underruns in other budget lines also link to uncertainty.

INTERNATIONAL MONETARY FUND
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o Buildings and other services: Spending is projected to be about 8 percent below
budget. The underspend is mainly due to a reduction in contractual service expenses
due to the continued remote working environment affecting maintenance and
operational services. It also reflects accounting changes related to the implementation of
the cloud-capital equivalent mechanism during the course of FY22.

o Receipts: FY22 receipts are projected to be $10 million below budget, largely due to the
extended pause in parking fees and lower Concordia occupancy, which have been met
through temporary crisis resources. Publication sales have also continued to decline.

B SECTION IIl. MEDIUM-TERM CONTEXT

9. Sustained support. The global recovery is expected to moderate, with monetary
developments in major markets, deepening
divergence, and episodic resurgences of Figure 6. Global Policy Agenda and Funding
. . . . Fall 2021 GPA Main Workst Budget &
virus variants contributed to uncertainty. : o =
ore mandate through
. . . . multilateral, regional,
The war in Ukraine and its reverberations, cimraiE SoldleyEalinl bilsteral surveillance, Baseline budget
including displacement and the impact on R e
recovery, and analytics
. . B counter growing Focus on debt, governance, Repriaritization/savings
fOOd Securlty’ has helghtened thls divergences within and and emerging needs of baseline budget
. e . bet: tril o .
uncertainty. Country authorities will need to Freencoures s response Criss funds {travel savings)
. . . .. .. .. Carry forward
continue calibrating policies to limit crisis
) ) ) Accelerite the Expanded fc:cus»on
scarring and support recovery in this transformation of the e e Bistingand
h ” . . t hI hg\oba\econqm\/‘to' surue%\lance,fragi\itv, Augmentation resources
challenging environment, while RIS o e and inecuality
. . . ———
accelerating their response to the recovery | cowemamcepr | [ Fepor e e
1 1 SDR ch ling, 16%
deepening challenges posed by climate Adequatelyresourcedand | | o SORPanEng 16T || eton/savings
change, the digital revolution, fragility, and e PROT resource mobili SrissSinsRIEs
g , g i g tyl | iodern IMF ‘ | Hybrid work model, ‘
inequality. The Fund will remain agile in odern modernization agenda Admin. and capital budget |

responding to members’ changing needs
within the recently agreed medium-term budget framework (Figure 6 and Table 3).

Table 3. Administrative and Capital Budget Envelopes, FY22-25
(Millions of FY22 US Dollars)

FY22 Budget changes FY23 FY24 FY25
Proposal
Structural Outturn . Donor Structural Indicative Structural
Demands Savings
Budget (est.) financed Budget Budget

Gross administrative budget 1,460 1,367 83 63 9 1,488 1,529 1,553

Receipts 1/ (246) (189) 3 0 9) (252) (263) (266)

Net Administrative Budget 1214 1,178 85 63 1,235 1,267 1,286

o/w annual Augmentation 22 22 25 26

o/w Annual Meetings 6

Capital Budget 2/ 79 84 74 88 88
Memorandum items:

General carryforward 3/ 88 79

Sources: FIN, OBP."” Demand reflectsan accounting changeto align CD management fees with
expected (versus budgeted) externally financed activities. > Outtum reflects three-yearfunding
availability. >’FY23 general carryforward limit of 7 percent
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A. Calibrating the Pandemic Response

10. Baseline and crisis needs. The FY23-25 budget will continue to support members in
calibrating policies to evolving pandemic conditions, counter growing divergence, and limit scarring.
Covid-related needs and those emerging from the war in Ukraine, will be met by reprioritization and
use of carryforward resources, supported by the temporary increase in the carryforward limit.
Coverage of longer-term priorities supported by the augmentation is detailed below.

e Country operations.

o Bilateral surveillance will follow priorities established in the Comprehensive Surveillance
Review and the Review of the Financial Sector Assessment Program to better integrate

macro-financial aspects, risk assessment and contingency planning, spillovers, and CD.

o Lending will be driven by upper credit tranche (UCT) arrangements, following Covid -related
emergency assistance beginning in FY20, as well as prospects of RST-supported operations

and needs stemming from
the economic and financial
ramifications of the war in
Ukraine. FY22 lending is now
projected to include 22
operations (versus 35 active
requests in the FY22-24
budget and an additional 15
informal expressions of
interest), including 16 UCT
operations (versus 25 in
FY21). While the scale of
overall lending is lower than
projected earlier, risks to the
scale of lending remain

70

60

50

40

30

20

Figure 7. Fund Financial Support FY02-23"/
(Number of Approved Arrangements)

Covid-19
Pandemic

Global
Financial
Crisis

Ebola
Epidemic

Fy23 (R) I
FY23 (F) —

[ v v v A A Y A O O A N E A S S N A R i

B UCT Emergency

Source: SPR, OBP. Actual data through March 2022. Projections
estimated based on activerequests, FY23 (R), or informal enquiries,
FY23 (E), by the authorities.

elevated given the uncertain global outlook (Figure 7).

o CD activities will continue to focus onthe Fund's core areas of expertise, increasing traction
through better integration with surveillance and lending, and deeper partnerships with
relevant counterparts. Work on an updated CD strategy will commence to assess ways to
continue strengthening CD, drawing on a forthcoming IEO review.

e Multilateral surveillance and global cooperation/standards. Flagships will continue to
consider complex economic and financial trade-offs, recognizing constrained room for
maneuver and longer-term challenges. Staff will continue to engage key external stakeholders,
including the G20 and G7. In FY23, staff will finalize the foundational work for updating the
Balance of Payments Manual and System of National Accounts.
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e Policy and Analytical work will include addressing debt vulnerabilities, inequality, and
governance, operationalizing the lending policies linked to the Resilience and Sustainability
Trust (RST), and reviewing the effectiveness of policies underlying use of existing instruments.

e Unwinding crisis resources. Crisis resourcing will be unwound over the three-year budget

period, recognizing the one-off nature of underlying funding. This process will beginin FY23,

with due attention to risks from the uneven recovery and ongoing uncertainty.

B. Accelerating a Durable Transformation

11. Meeting longer-term challenges. The membership has recognized that meeting the
memberships call for stepped-up work to support a durable structural transformation outlined in

Box 1 requires both continued
strong collaboration with partners
and a targeted augmentation of
resources after a decade of flat
real budgets. The Augmentation
Framework approved in December
sets out parameters for FY23-25,
while recognizing that the budget
is subject to annual approval
within a medium-term context. It
anticipates real augmentation of
about 2 percent per year during
FY23-25 before reverting to a flat
real trajectory, guided by sound
budget principles (Box 2).

12. Key parameters:

e Focus and workstreams
(Figure 8). In steady state,
about 40 percent of
augmentation resources will
supportan expansion of the
Fund'’s work on climate
change, about 30 percent work
on digital money and
strengthening macro-financial
surveillance, and another 30 on
enhancing supportto FCS. An
incremental allocation of
resources will better leverage
the Fund's work on

14 INTERNATIONAL MONETARY FUND

Box 1. Strategic Approach to Longer-Term Challenges

e Climate Change. Expand climate work in macrocritical areas,
including through coverage in Article Vs, FSAPs, CD, and
flagships while building out mechanisms for collaboration with
relevant partners.

e Digital Money. Deepen expertise and partnerships to tackle
the complexities and interlinkages of digital money to
safeguard international and domestic financial stability in
Article IVs, FSAPs, CD and flagships.

e Macrofinancial Surveillance. Deepen progress on
macrofinancial surveillance to provide consistent coverage in
Article IVs.

e Fragility. A renewed vision to enhance the IMF’s role in FCS
through long-term engagements and collaboration with
partners.

e Inclusion and gender. Leverage existing work and develop
tools to address inclusion and gender issues in country work,
where macro critical, partnering with relevant institutions.

Box 2. Principles Driving the Augmentation Framework

e Budget prudence. The Fund will continue to realize savings as
an integral part of overall budget formulation. The underlying
strategies supported by the augmentation also accountfor
synergies with other workstreams. In addition, the framework
applies a 5 percent discount up front for work under these
strategies, anticipating additional efficienciesin
implementation.

e Focus on mandate. The thematic strategies zero in on the
Fund's core mandate and expertise and envisage close
collaboration with relevant partners, recognizing the need to
avoid duplication.

e Sound implementation. A phased approach to
implementation over three years allows strategic, multiyear
planning, as well as flexible response to early lessons.

e Sustainability. The framework recognizes the Fund’'s medium-
term income outlook and precautionary balance objectives.



https://www.imfconnect.org/content/dam/imf/board-meetings/documents/edposts/confidential/2021/11/1246175.pdf
https://www.imfconnect.org/content/dam/imf/board-meetings/documents/edposts/confidential/2021/11/1246175.pdf
https://www.imfconnect.org/content/dam/imf/board-meetings/documents/edposts/official/2021/06/1243871.pdf
https://www.imfconnect.org/content/dam/imf/board-meetings/documents/edposts/official/2021/03/1242008.pdf
http://edms.imf.org/cyberdocs/viewdocument.asp?doc=466691&lib=REPOSITORY
https://www.imfconnect.org/content/dam/imf/board-meetings/documents/edposts/official/2022/02/1248300.pdf
https://www.imfconnect.org/content/dam/imf/board-meetings/BoardPresentations/NonEDPost/2021/6/Presentation%20to%20the%20Board%20on%20Inclusion%20June%2025%20Master%20-%20FINAL.pdf
https://www.imfconnect.org/content/dam/imf/board-meetings/BoardPresentations/NonEDPost/2021/20221/Gender%20Strategy--Informal%20Presentation%20to%20the%20Board%20Feb%209%20-%20Version%20to%20the%20Executive%20Board%20Jan%2020-2022.pdf
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inclusion and gender. About
70 percent of augmentation
resources will strengthen
direct country support,
including about 25 percent
for Fund-financed CD.
Remaining funds will

Figure 8. Allocation by Output and Issue Area, FY23-25"/
(Share of Spending)

Bilateral Surveillance/Lending Capacity Development|

support foundational
analytical and policy work,
multilateral surveillance, and : ‘
internal training which will
be key to mainstreaming.
Support departments (CSF,
HRD, ITD, etc.) will be
reinforced to sustain

Macrofin

Source: OBP. Global standard/cooperation included in “Policy/Analytics.”

implementation.
Phasing.

o FY23—Foundation. In the first year, staff will focus on policy and analytical work, including
internal training, laying the foundations to scale up technical expertise and mainstream
emerging issues into core work, with targeted response to strong increases in demands for
direct country supportin these areas. FY23 will also see efforts to recruit and onboard new
staff and continue organizational planning.

o FY24—Growth. Building on stronger analytical foundations, the focus is expected to shift
more heavily to direct country support. Close monitoring of resources allocated to functional
departments will help ensure integrated country engagement in a more predictable manner.

o FY25—Stabilization. The final ramp-up of resources and staffing will allow deliverables to
begin to stabilize. Implementation of topical strategies will benefit from and adapt to early
experiences and further maturation of organizational arrangements. Budgets for FY26 and
forward will be maintained at the FY25 level on a flat real basis

Implementation. With approval of the Board Updates on Issue Strategies
augmentation framework in December, Implementation Updates Expected
implementation efforts as outlined in the Date
companion paper have accelerated. Climate Strategy Fy23 Q4
Strategy teams are refining organizational Digital Money Strategy FY23 Q4
frameworks, working closely with Macrofinancial Surveillance Strategy | FY24 Q4"
departments and HRD/OBP. The critical FCS Strategy FY23 Q4
issue of cross-departmental handoffs and Inclusion and Gender Strategies FY23Q3
roles, particularly as it relates to direct

"In the context of the interim surveillance review.

country support, has been further
considered, and agreement reached on strengthening existing coordination and monitoring
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C.

13.

structures. HRD is also continuing work to reinforce its recruitment strategy to bring in
specialized skills, with due attention to diversity considerations. ICD is incorporating
consideration of the strategic priorities into annual strategic planning for CD, working with CD
and Area Departments. These and broader issues will continue to be reviewed by an
interdepartmental issues group as implementation continues. Staff will regularly re port to the
Executive Board on progress against the issue-specific strategies, starting in FY23 (see Text
table). HRD will also update the Executive Board on recruitment and other related HR issues as
part of its regular reporting. Budget reports during the augmentation period will continue to
provide updates on planning and execution.

Adequately Resourced and Representative IMF

Fund governance and finances. Priorities will be completing the 16t General Review of

Quotas, establishing the Resilience and Sustainability Trust-RST (Box 3) and strengthening lending
capacity of the Poverty Reduction and Growth Trust.

Box 3. Resilience and Sustainability Trust (RST)

Context. To magnify the effect of the $650 million SDR allocation, many members with strong external
positions expressed interest in channeling part of their allocation voluntarily to help sustain recoveries
in poor and vulnerable countries through the RST and a new lending instrument. In January, the Board
expressed broad support on staff's proposed design to provide affordable long-term financing to
support countries undertaking macro-critical reforms to reduce risks to prospective balance of payment
stability. A formal meeting to establish the RST is scheduled in April.

Budget implications. Additional expenses would be incurred to support the RST's set-up and ongoing
management and operations. Set-up costs are included in the FY23 proposal and include work on the
final design of the RST, fundraising, IT system configuration, and the development of policies and
guidanceto govern lending under the trust. Recurring costs would include a) trust management,
including the execution of financial transactions under the trust, reporting and audit, and periodic
comprehensive financial and safeguard policy reviews and b) operational work, consisting of country
program design and review, including economic policy analysis and program negotiations,
collaboration with the World Bank and other agencies, and operational policy reviews. The RST paper
provides a preliminary estimate for steady state gross direct costs of $15 million (about 45 FTEs), based
on assumptions for demand, and including $5-6 million in trust management costs.

Staff has proposed a management fee with a view to coverbudgeted trust management costs, with this
fee to be reviewed periodically. As with management fees under CD, the resources would constitute
budget receipts. As such they would affect the gross administrative budget, with the net administrative
budget unchanged. Operational costs will be funded through the regular budget process through
reprioritization, with the largest impact expected in area departments, ensuring that individual
departments receive adequate incremental resources as needed. The overall budgetary impact of RST-
related activities will be monitored with a review of relevant arrangements after sufficientexperience is
gained.

16
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the Fund's strategic needs, CSF, HRD, and ITD, with
support from OIC, are working to supporta

transition in the Fund’s workplace, prioritizing Hybrid Work Blended
’ ) ) ) Model . __ Delivery Model ,
members’ needs while accommodating a growing Implementation
headcount in a cost-effective manner and . 5 Pgst-_
. . . . anaemic
maintaining the Fund as an attractive workplace. In Workplace
the short term, given the unpredictable nature of "o
the pandemic, agility will be key in providing Operations
- an
responsive and cost-effective services to the ) Facilities

membership; ensuring the ability to recruit and
retain the highest quality, diverse staff, while
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Post-Pandemic Workplace

Overview: Within the broader context of

Figure 9. Post-Pandemic Workplace

maintaining a focus on productivity and staff
satisfaction and reducing the Fund's carbon footprint (Figure 9).

Hybrid work model. As the current Covid-19 wave subsides, the Fund is initiating the next
phase of resumption under a hybrid work model pilot that incorporates experience from the
remote work period and the early phases of return to office. The pilot will last roughly four
months, barring any disruptions due to health conditions. The Crisis Management Team and the
cross-departmental Hybrid Readiness Group will maintain close engagement with the Board and
support the transition and monitor experiences to incorporate ongoing lessons.

Blended delivery. After a long period of limited travel, staff and country authorities are eager to
return to travel as soon as feasible, recognizing the importance of in-person engagement with
the membership. In parallel, departments will continue developing tools to enable blending
remote, including asynchronous, and face-to-face engagements. While some savings will
materialize from the adoption of remote engagements, there will be upfront and recurring costs
associated with developing and maintaining toolsets to facilitate effective remote engagement.

Field operations. A growing workforce and a continued focus on enhancing the effectiveness of
our supportto the membership will drive ongoing change in the mix between HQ and field
operations. The increased resources devoted to FCS will result in additional and expanded field
offices, and entail some costs associated with local infrastructure. Field office operations will also
be strengthened, initially through better alignment of some local employee benefits with those
of HQ contractual employees, with a broader review of field presence to be undertaken over
time, taking into account recent OlA recommendations.

HQ based operations. The pandemic’s impact on staff growth and work practices, and the
Fund's sustainability objectives, presentan opportunity to consider the Fund's evolving needs
and modernization agenda also in the context of upcoming HQ facilities lifecycle updates. In the
medium-term, the HQ2 building will require sizeable investment as it approaches 20 years in
FY25. These investments must be carefully planned to reflect future needs, provide accessible
facilities, and green its operations.
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E. Fund’s Income Position and Budget

15. Sustainability. The FY23- Figure 10. Income and Expenses—FY08-32"/

25 budget framework is consistent (Billions of U.S. dollars)
with a projected surplus in the o
Fund’s medium-term income a5 Operational Income —____ . lowlending

environment
T

(Desk Survey, Mar 2022)

position and continued progress :‘g

towards the precautionary balance 30

/

target (Figure 10). Income 25 Operational income

projections remain well above ?g (Baseline, Mar 2022)

spending under a scenario 10 =

incorporating new Fund financing 0.5 Expenses

. 0.0

as prOJected by the desk Survey FY08 FY11 FY14 FY17 FY20 FY23 FY26 Fy32

scenario, as outlined in the SDRI 3%
P/O=1.5%

forthcoming Review of the Fund'’s Source: Finance Department."/Excludes impact of pension-related (IAS 19)

Income Position for FY2022 and gains and losses.

FY2023-FY2024. This scenario would maintain adequate accumulation of reserves for precautionary
balances to reach the medium-term target of SDR25 billion in FY25. In a conservative scenario with
no additional arrangements beyond those approved by end-March, operational income would
remain twice expenses at the end of the projection period.

I SECTION IV. FY23 ADMINISTRATIVE BUDGET

A. Budget Overview

The FY23 budget request includes specific provisions to implement the first phase of the proposed
augmentation and initial unwinding of exceptional temporary space for immediate Covid-related crisis
needs. It also would support an increase in the limit for externally funded spending, linked to ramp up
in CD to support work on the Fund's structural transformation agenda (Box 5). Finally, it calls for
introduction of a carryforward mechanism for externally financed expenditure, to support flexible
management of CD operations (Annex V).

16. Overview (Table 4, Box 4). The proposed FY23 NAB totals $1,235 million in FY22 dollars
($1,295 million in current prices), including a $21.8 million real augmentation ($23 million in current
prices). The proposed FY23 capital budget totals $78 million, including $63 million in direct capital
spending and $15 million in cloud-related licenses. The FY23 budget deflator, based on projected
U.S. CPI in the January WEO update as agreed in the context of the FY21-23 Medium-term Budget, is
set at 4.8 percent. Inflation developments in recent months point to elevated risks that actual
inflation will materially exceed projection in FY22 (and possibly FY23). These issues will be examined
in the FY22 Outturn report. Annex Il also looks at issues related to nominal salary dynamics and sets
out the framework for budgeting of competitiveness measures, as called for under the CCBR.
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17. By expense category (Table 5).
Personnel spending represents the bulk
of expenditures (about 75 percent of the
gross administrative budget, unchanged
from FY22). The budget also reflects the
expected ramp up in travel, in line with
the expected improvements in the health
situation, to about 75 percent of pre-crisis
travel levels given some lingering crisis
impact. Building and other expenses are
budgeted to be lower than pre-crisis
levels, although uncertainty exists as the
Fund shifts towards a hybrid work model.

FY2023-FY2025 MEDIUM-TERM BUDGET

Table 4. Budget Envelope, FY22-23
(Millions of U.S. dollars)

FY22 FY23
Proposal
Structural  Outturn Structural
Budget (est.) Budget

Gross administrative budget 1,460 1,367 1,559

Receipts 1/ (246) (189) (265)

o/w externally-financed (210) (163) (230)

Net Administrative Budget 1.214 1,178 1,295

o/w annual Augmentation 23

Capital Budget 2/ 79 84 78
Memorandum items:

General carryforward 3/ 88 79

Global external deflator (change) 4/ 2.4 4.8

Sources: FIN, OBP. "/Reflects accounting change described in Table

3.2/ Outturn above FY22 envelope given use of multiyear
appropriations from previous years.>7 percent FY23 general
carryforward limit. Based on Jan WEO US CPI projections.

Externally funded expenditures follow a

similar pattern for personnel and travel.

Table 5. Administrative Budget by Major Expense Category, FY23V
(Millions of FY23 U.S. dollars)

Fund financed Externally financed

Structural Temporary
Total Budget

Budget resources
Net administrative budget (in nominal terms) 1,295 88 1,382 0
Gross administrative budget 1,329 85 1,414 230
Personnel 1,008 64 1,072 150
Travel 80 80 42
Buildings and other expenses 227 21 249 38
Contingency 2/ 13 0 13 0
Receipts -35 3 -32 -230

Memorandum item:

Net administrative budget (in FY22 U.S. dollars) 1,235 86 1,322 0

Source: OBP "Deflator applied to the administrative budget (formulated in real terms) to obtain
the nominal budget. #Includes the contingencies for general budget, IEO/OED.

18.
14 percent of the FY22 NAB). The major drivers
of the budget space are carryforward
resources along with savings and
reprioritization excluding crisis unwinding. The
budget space excludes carryforward reserved
for future years.

e Overall savings/reprioritization (Figure
11) provide $64.6 million (5.3 percent of
NAB). Crisis unwinding brings this total to
$89m (7.4 percent):

Overall budget space (Table 6). FY23 budget space is projected at $169 million (about

Table 6. FY23 Budget Space
(Millions of FY22 US dollars)

Overall in

Overall % NAB
Budget Space 169.0 13.9
Augmentation resources 21.8 1.8
Saving/reprioritization excluding crisis 64.6 53
Gross departmental savings 40.9 34
SRP reform 7.5 0.6
Covid-related travel impact (25%) 16.2 1.3
General allocated carryforward "/ 54.2 45
Other ¥ 28.4 2.3

Source: OBP.VExcludes FY24-25 carryforward reserve
($25m). ¥Includes transfers of underspend above OED
carryforward limit, unallocated FY22 CCE, nominal travel-
related savings and net space from salary dynamics.
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Figure 11. FY23 Budget—Reprioritization and Savings, Including Crisis: $89 Million
(Millions of FY22 U.S. Dollars)

Crisis Policy and Analytics
(27 percent) (11 Percent)
= Crisis-related policy work = Surveillance and FSAP
= Emergency financing related fizcal Reviews
and finandial laws = Completion of I¥ on capital
= Crisis-related reviews flows
= WEBEX collaboration platform = Phazing out of COVID
policy tracker
= Wark on indusive growth
- SOR zllocation policy work = Reducing in-person training

= Onboarding new e-GDDS
countries
1a CDO 4
Multilateral Surveillance SRP Reform
and Global Ztzndards {8 parcent)
= Mew grossing-up
Intemnal Support formulza approved in FY21

{12 percent)
- Fadilities effidencies
= Technology
modernization (fund
finances)
= ‘endor contract services
= (CD-related cperations

25 11

Source: OBP, using department submissions.

o Departments (74 percent of total savings and reprioritization, including 27 percent of crisis
unwinding). Savings reflect, for example, the completion of work on the Institutional View on
capital flows and the phasing out of the COVID policy tracker. Savings also include
efficiencies in facilities, Fund financial systems, and vendor contract services. Departments
are also unwinding crisis resources.

o HR Policies (8 percent). The implementation of the five-year review of the Staff Retirement
Plan, including the changes to the grossing-up formula, lowers the annual Fund contribution
to the Plan, resulting in structural savings of about $7.5 million, beginning in FY23.

o Travel (18 percent). With some constraints on travel expected to continue, temporary
repurposing of a portion of the baseline travel budget continues in FY23 to meet temporary
needs (25 percent, relative to 50 percent in FY22). In addition, two departments (FAD; STA)
have made structural reductions in their baseline travel budgets.

e Augmentation. The first tranche of the augmentation is $21.8 million and will be channeled to
the relevant strategic areas under the augmentation framework, as described below.

e Carryforward. The FY23 budget proposal includes an initial winddown in the temporary
increase in the general carryforward limit. Notwithstanding still high crisis-related needs and
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significant uncertainty, it is also important to avoid
Table 7. Carryforward—FY23

excess use of one-off, temporary sources for -
(Millions of FY22 US Dollars)

sustained needs. Time will also be needed to wind

. FY23
these levels down without adversely _
[ ting operations. Balancing these Carry fonward
'mpacting op ) 9 General 79.1

considerations, the FY23 carryforward limit is Allocated FY23 542
proposed at 7 percent of the general net

Reserve FY24-25 25.0
administrative budget (versus 8 percent in FY22). Memorandum items:
About $25 million has been reserved for continued Overall FY23 (ceiling) 1/ 9238
crisis needs in FY24-25, with the reminder allocated General FY22 (ceiling) 88.4
for FY23 spending (Table 7). Sources: OBP and IEO/OED. "Includes IEO and

OED limits ($0.1mand $13.6m, respectively),
which are subject to separate decisions.

B. Budget Change by Priority Topics

19. Priority areas (Figure 12). The FY23 budget provides additional resources for work on debt
and governance through reprioritization of the existing resource base, as well as new augmentation-
driven funding for climate, digital money, macrofinancial surveillance, FCS, and inclusion/gender
(Table 8; Box 4; see also the Companion Paper on the Budget Augmentation Framework for more in-
depth information on the
proposed scope of work in

Figure 12. FY23 Spending by Priority Topics
(Millions of FY22 U.S. dollars)

the steady state). At the ot Eyoa
. y ) Estimated FY23 Proposed Budget Increases
same time, the current Spending’
, a5 Debt
global context points to the ¢
. .. 18 G I
need for ongoing agility to ovemance
. 26 Climate Change
respond to changing needs
. 12 Digital M
during the course of the e oney
year_ 83 Macrofin Surv. 2/
. 7 FCS
e New resources for debt 18 Inclusion / Gender
($4.9 million) will enable ° 2 4 6 8 10
M Structural Transitional Augmentation

continuation of work on . . i
Sources: Departments and OBP estimates. '/Based on total spending estimated by

debt transparency with departments for FY 22 (Fund financed) and net demands for FY23.2/Total also
an assessment of includes broaderfinancial sectorwork.

options for Fund initiatives in collaboration with partners, a new DSA for market access countries
and granular policy guidance on debt management transparency practices. The roll-out of the
Sovereign Risk and Debt Sustainability Framework (SRDSF) will continue, including natural-
disaster and exhaustible-resource modules.

e New spending on governance/anti-corruption ($2.5 million) will support elevated
engagements mainly linked to Fund lending. Work will include the review of governance
commitments in crisis spending, as well as of the 2018 framework for Enhanced Engagement on
Governance. The governance assessment framework for tax administration will be refined, a
customs framework developed, and work on fiscal transparency expanded.
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Areas covered by the augmentation (including associated overhead costs):

o Resources for climate change ($8 million) will support foundational work on integration into
core IMF activities, including piloting in country engagement; policy guidance; development
of tools and models; data subscriptions; continued work on climate -related indicators; CMAP
pilots; and structures to ensure evenhandedness in policy advice through the review process
and ensure effective coordination with key partners.

o Additional spending on digital money ($3.5 million) will focus on building the foundations
for engaging members, including on analytic and legal frameworks for central bank digital
currencies and, at a multilateral level, on impact on the international monetary system. How-
to notes will frame the Fund’s approach and policy advice and country engagement through
CD and surveillance piloted on a targeted basis.

o New spending on macrofinancial surveillance ($3.5 million) will deepen the quality of
macrofinancial analysis. Fungible economists with macrofinancial expertise will be recruited
into MCM for onboarding and support to country teams. In parallel, MCM staff will rotate to
area departments to support mainstreaming. Another key deliverable will be expanding the
toolkit for macrofinancial analysis (e.g., Growth-at-Risk) and how-to notes to assist country
teams.

Additional resources for FCS ($5.3 million) will supportincreased field presence (resident
representative in Papua New Guinea, 10 local economists, 3 LTXs, and $1 million to cover
administrative costs of RCDCs serving FCS members). Augmentation resources will also support
HQ-based integration of CD and surveillance by country teams, strengthen the centralized policy
and analytical support function to guide the implementation of the FCS strategy, and support
development of an FCS-focused internal training curriculum.

On inclusion/gender ($1.4 million), limited incremental resources will help develop stronger
internal and external coordination to further leverage existing resources on inequality. A
guidance note for gender will be complemented by work on models and toolkits for country
teams, including a new gender-related data hub. Staff will also develop an internal training
course to support mainstreaming. The Board will discuss the gender strategy in June 2022.

Table 8. Budget Augmentation: from Strategy to FY23

Augmentation Framework Budget Proposal
FY23-25 FY23 FY23

million  percent of million  percent of million  percent of

dollars total dollars total dollars total
Total 72.8 21.8 21.8
Climate 26.6 36.6 8.0 36.7 8.0 36.9
Digital Money 14.2 19.5 3.6 16.3 35 16.0
Macrofinancial 8.7 11.9 3.9 17.9 3.5 16.2
FCS 213 29.2 53 244 53 243
Inclusion/Gender 2.0 2.7 1.0 4.6 14 6.5

Sources: Strategy teams, departments, and OBP staff calculations.
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Box 4. Augmentation—FY23 Key Deliverables

FY23 work program. The focus is on foundational work and attracting talent, while ramping up direct country
support. With limited resources in the first year, direct country support will require clear prioritization based on

the degree of macrocriticality, likely external spillovers, and authorities’ willingness and capacity to implement.

Climate change

e 15-20 Article IVs will have in-depth climate coverage. About Climate Change: FY23 Proposed
5 will discuss mitigation policies for large emitters. The Allocation
remainder will cover adaptationand/or transition
management, including for fossil fuel exporters. Coverage - FO Trang
will balance the type of climate related challenges, regions, ol e e
and income levels. o

® 2 FSAPs will have an in-depth climate component, covering sinsimed
physical or transitionrisks, based on stress testing to inform FD Multlateral s fo
supervisionand regulation,complemented by an assessment e
of how supervisory frameworks integrate climate risks. oo

e The 2022 Surveillance Guidance Note will define the .

e . - Source: Climate change strategy
expected coverage of mitigation, adaptation, and transition

management.
e A review of the Climate Macroeconomic Assessment Program will be followed by 2 further country pilots.

e CD inabout 10 countries will focus on climate work, including Public Investment Management Assessments,
e.g. in Chad, Ecuador, St. Vincent, and the Maldives. Workshops will cover supervisionand regulation of
climate risks, including a joint IMF/WB/FRB event. CD will also cover ESG bonds and debt managementissues.

e Staff is developing models/toolkits for multilateral and bilateral applications to analyze the macroeconomic,
sectoral, trade and competitiveness effects of climate change and mitigation policies. Internal training clinics
and a climate change bootcamp will follow up on the compulsoryclimate 101 course.

e FAD, MCM, and SPR will have dedicated organizational units on climate to coordinate work internally as well as
leverage collaboration with external partners. Other departments are also considering simil ar structures.

Digital money

e About 5 Article IVs will have an in-depth coverage CBDC Digital Money: FY23 Proposed Allocation

benefits and risks, policyimplications (financial stability, e o
financial integrity, cross-border payments, capital flows and FO Polcy/Analyics ~ SunellancelLending
currency substitution), and the regulation of privatelyissued o
digital forms of money. The focus is on countries with
potentiallylarge spillovers and where digital money can 2D
become systemic.

® 3-4 FSAPs will have a deep dive on financial stability risks FocD
from digital moneyadoption.Issuesinclude displacement of
commercial bank funding, volatilityin capital flows and Source: Digital money strategy

systemicliquidity, payment systems and other financial

market infrastructures stability, financial integrity, AML/CFT, regulatory perimeter, and governance of financial
institutions.

e 10 additional countries will receive CD on CBDC (design choices, pilot design, policyimplications). These will be
complemented by regional workshops (in each major geographical area) and training courses out of RCDCs.

e Staff will participate in4 international working groups with the Financial Stability Board, Committee for
Payments and Market Infrastructures, and Bank for International Settlements on the G20 Roadmap to enhance
cross border payments.

e Analytical work will focus on CBDC best practices, banking sector disintermediation, monetary policy
transmission, monetary operations, cyber security, crypto asset regulation, and capital flow management.
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Box 4. Augmentation—FY23 Key Deliverables (concluded)

e Analytical work will also contribute to CD handbook chapters and internal training courses will be developed to
mainstream digital money issues.

e A cross-departmental coordination group has beenset up, with a secretariatin MCM. The secretariat will
establish guidelines to cooperate with partner institutions.

Macrofinancial Surveillance: FY23
Macrofinancial surveillance Proposed Allocation

e The Surveillance Guidance Note will upgrade guidance on
the integration of macrofinancial analysis in Article IVs.

FD Policy/Analytics
T% AD

54%

Source: CSR Review and FSAP Review

e SPR and MCM will conduct in-reach to help disseminate and
familiarize desks with tools and models for macrofinancial
analysis, as well as the updated guidance.

L

e The additional staffing aims to eliminate gaps inthe depth
and integration of macrofinancial analysis (found in about 60
Article IVs at the time of the CSR), particularlyin the areas of
systemicrisk analysis and macroprudential policy advice.
Area Departments will work with MCM and SPR to close this gap during the augmentation period, with
periodicreporting to the Board by MCM and SPR on progress.

Fragile and conflict affected states

e Staff will strengthen CD-surveillance integrationand prepare about 10 additional Country Engagement
Strategies:sixin AFR, 1in APD (Solomonlslands), and 4 in MCD (Iraq, Libya, Somalia, Yemen).

e One additional resident representative will be placed in FCS: FY23 Proposed Allocation
Papua New Guinea. ’

e 10 additional local economists (4 in AFR, 4 in MCD, and 2 in FO PolicyfAnalytios FO Training
APD) will support program work (e.g., Lebanon), cover new
priority areas (e.g. climate change in Iraq), coordinate the /
scaling up of CD, and strengthen on-the-ground
partnerships (e.g., Yemen). Fund’s field presence will be
further supported through additional resources to RCDCs
serving FCS countries in AFR, APD, and MCD. g

e 3 additional FCS resident advisors in METAC and the Source: FCS strategy
AFRITACs will focus on payment systems, government

finance statistics, and a fiscal workstream.More extensive CD
delivery in 10-12 additional countries anticipated.

e A comprehensive learning curriculum will be delivered to enhance the skills and expertise of Fund staff
engaged in fragile and conflict-affected states.

Inclusion and Gender: FY23 Proposed
Inclusion/gender Allocation

e A central unit will coordinate inclusionand gender work,
. . o« . FD Training
strengthen analytics, and enhance internal training. 12%

FD Multilateral
Surveillance

e The gender strategywill be discussed by the Board in June,
followed by a guidance note on integrationin country work.

e Staff will develop models/tools and a new gender data hub
to support country teams analyze the impact of shocks and .
macroeconomic policies on gender outcomes. The gender Polleygralytes
data hub will bring together macro-relevant gender data,
drawing from existing sources and surveys.

Source: Inclusion and gender draft strategy

e External training on gender was launched in January (ATI) and February (SARTTAC). An internal IMF clinic on
gender equality and macroeconomics will be launched in FY23.

e Leveraging the guidance note, new tools/models and data hub, genderissues are expected to be covered in
about 11 country reportsin FY23.
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20. Other needs. With the emergence of new COVID-19 variants and associated economic
disruptions, significant temporary budget resources will continue to focus on the Fund's response to
the crisis. Other priorities in FY23 include investments in stabilization of the Workday platform and
HR service delivery model, as well as continued implementation of CCBR-linked reforms;
enhancements to the Fund’s Dispute Resolution System and broader response to the 2021 Diversity
and Inclusion survey, developing and implementing the RST and related operations; and continued
implementation of the hybrid work model. As noted, the Fund will also remain agile to respond to
changing needs in an uncertain environment.

C. Budget by Output

21. Agile and focused response. The overall FY23 budget will enable the Fund to help
members protect the vulnerable,

durably exit the crisis, and deliver a Figure 13. Fund-Financed FY23 Budget by Output
transformative recovery (Figure 13). Millions of FY22 US Dollars)

13a. FY23 Budget by Output"/

e Country operations. Bilateral
surveillance and lending
($395 million) represent an

395

increase of $23 million, including

. . Mulilateral surveillance and|
$6.5 million from augmentation Glabal standards (MSGS)
resources to allow tailored
engagement in line with members’
diverse needs. CD ($58 million)
represents an increase Of Bilateral Surveillance and

Fund Lending (BSL)

$8 miIIion, including $45 million governance and|  Policy and
. inances (FGF) | Analytical (PA) |CD Fund-Financed (CDFF) Internal Support (1SU)
from augmentation (Box 5). In

addition, the FY23 budget includes 13b. New Spending FY23 Relative to FY22

a proposal to increase the limit on BsL [T

external funding, with these COFF W

resources to be used to support vses [

enhanced CD related to the Fund’s

structural transformation agenda S

(Box 6). Finally, further flexibility to FGF I

support members through an Isu
updated framework for externally - 8 18 28 38 18
funded CD to introduce a M Structural ™ Transitional Augmentation
carryforward mechanism is Source: OBP, Staff estimates. VFY22 based on ACES; FY23 adds
proposed. budgeted changes.

e Policy and analytics ($135 million) represent an increase of $5.3 million, including $4.2 million
in augmentation resources.

INTERNATIONAL MONETARY FUND 25



FY2023-FY2025 MEDIUM-TERM BUDGET

22.
across output areas (Figure 14). As
noted, the split of resources by
workstream reflect the foundational
work in FY23, with heavy investment
in policy and analytics. Direct
country supportwill also begin to 20
ramp up, albeit at differing paces. 15
Internal training to support
mainstreaming is resourced across

o Fund policies. Key policy reviews include the Framework for Engagement on Governance
and of precautionary lending instruments, focusing on the Flexible Credit Line, Precautionary
and Liquidity Line, and Short-term Liquidity Line. Staff will initiate the five-yearly CD Strategy
Review. Debt policy will center on continuing the work on Debt Transparency and on
Sovereign Debt Restructuring. Work will continue on the creation of the RST. A Review of the
Fund'’s role on Trade Policy will help guide the Fund’s operational work on trade policy.

o On the analytical front, a stock taking exercise of the interplay between capital flows, capital
flow management measures and financial crises will help inform the operationalization of
the Integrated Policy Framework (IPF). Other relevant analytical work will cover Fiscal Rules
and Medium-term Fiscal Frameworks, and Central Bank Balance Sheet at Risk.

Fund governance and finances ($144 million including an $9.3 million increase). The focus will
be on concluding the 16t General Review of Quotas. Other work will include IEO evaluations on
the IMF Engagement with Small States, CD, and the IMF’s Early Response to the COVID-19 crisis.
On Fund finances, work will focus on developing and launching the RST, and mobilizing
resources to increase the lending capacity of the PRGT. Reviews will include the Method of
Valuation of the SDR, Safeguards Assessments, and the Fund's Strategy on Overdue Financial
Obligations.

Internal support ($395 million, with a $43.2 million increase, including $4.2 million from
augmentation resources). Additional resources, including $31.9 million in transitional resources,
will support work to address challenges related to needs for stabilization of THR and the new
HRD service delivery model, review of the dispute resolution system, the new Office of
Transformation Management and HR, IT, and facilities-related augmentation implementation. It
will also support ongoing implementation of the hybrid model and the METAC relocation.
Resources will enhance the cyber security posture, as well as enterprise infrastructure services
and platforms. Resources will address demands emanating from the Board Steering Group on
Institutional Safeguards.

Augmentation by Output. Augmentation resources are expected to support deliverables

Figure 14. FY23 Augmentation by Output and Issue
Areal/
(Millions of FY22 U.S. dollars)

o
o

o o =
> & o
BSL

CD
BSL

o
[v]

BsL

all areas. o s & £ = g f £ g6 ¢ 8 &
Climate change Digital money Macrofinancial FCS Inclusion/gender
Source: OBP Excludes overhead. Global standard/cooperation included
in "Policy/Analytics.” Note BSL=Bilateral surveillance and lending:
MS=Multilateral surveillance; PA = Policy and analytics.
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Box 5. CD Delivery Composition and Evolution’/
FY22. Overall CD activity is projected to
reach $277 million, with volumes now above
pre-crisis levels. Fund-financed CD, however,

Spending on CD, FY17-25

is projected to fall by $17 millionto (Millions of FY22 U.S. Dollars, in Percent (RHS))

$114 million, reflecting other demands and S B Ey——— Budpeed s
crisis-related interruptionin some delivery. o] . 8
Transitional issues related to revised CD 0 o »
time-reporting also likely were relevant, with 20 *

200 15

current work to mitigate these impacts.
Externally funded CD is projected to rise to
$163 million, in line with expectations, but,

150

10
0
0 5
0 0

«w 2

as projected,about 20 percent below budget Y17 Fv18 FY19 FY20 FY21  FY22proj.  FY23 Fv24 Fv25
space driven by Continued constraints on i Fund-financed (lhs) B Fund-financed augmentation (lhs)
travel and spending on short-term experts. 7Z:e(;z!y‘;:"ife:iecii‘thsjio‘a,Spen ding) () Ecermally fnanced envelope ncresse (1)
FY23. In the proposed CD budget: Sources: ICD, OBP, ACES. Note: Fund-financed and externally
financed spending, excluding supportand governance (indirect

e Budgeted Fund-financed CD will costs).

increase by $11 million (8 percent).

Some $5 millionin FY23 and about Impagt Pf Travel on CD Spending

$17 million through FY25 comes from the (Millions of FY22 U.S. Dollars)

budget augmentation. s

e The envelope for externally funded CD will 320
increase by $9 million (4 percent) and
$19 millionthrough FY25 (9 percent) for
expanded CD supporting the structural
transformation agenda. This represents the

first real increase since FY19 (Box 6) 240
220

300

Total CD Spending
280

-

260

CD Spending excluding travel

e  Fund-financed CD will remain about

40 percent of total CD. Total CD (including 0 e 0 . —

indirect costs) is expected to return to about

30 percent of Fund outputs. FY23 Fund-Financed CD Budget
Ongoing recovery. CD spending is expected to (Millions of FY22 U.S. Dollars)

rebound after the resumption of travel, albeit with
continued downside risk. As such, the planning

assumption for FY23 IMFO2 spending is | m

$180 million versus a $230 million envelope. 35

Composition. All regions will see increases in CD. %

The greater field presence associated with the 22 .

FCS strategy will benefit AFR, APD, and MCD; s | |
increased delivery on climate change will focus 10

mainly in APD and WHD; and the return to travel 5 i

has a largerimpact on APD. On workstream 0 o . ew “a 6 measother

composition, core areas will continue dominating
delivery. However, the shares of CD on
macroeconomic statistics and macroeconomic frameworks, public financial management, and revenue
mobilization will recover from crisis-related disruptions. Over the medium-term climate, digital money,
governance, and FCS would grow with the augmentationand the increase in the IMFO2 envelope.

= Augmentation

Carryforward. A carryforward for externally financed expenditure will be introduced in FY23 to reduce
incentives for hurried end-year spending and support management of multi-year undertakings, sharing
features with the IMFO1 carryforward. Details are set out in Annex IV.

/Prepared by OBP and ICD.
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Box 6. Change in the Aggregate Envelope for Externally Funded CD "/

Background. Since FY19, following about a decade of double-digit real growth, the envelope for external
funded spending has been held flat on a real basis. The strategy reflected a number of considerations: the
need to modernize and harmonize CD processes and systems in light of the rapid growth; the benefits of a
constraintto reinforce prioritization; considerations related to the balance among Fund outputs and
between Fund-financed and externally financed CD; the need to control associated costs to IMFO1, and the
implicit financing risks associated with external financing. In the interim period, significant progress has been
made in strengthening supporting policies, processes, and systems.

Proposal. A deviation from this strategy is proposed during FY23-25, providing foran increase in the
aggregate envelope by 9 percent overall ($19 million) and 4 percent in FY23 ($9 million), with a return to the
stable path in FY26. The proposal recognizes the benefit of additional space in areas covered by the Fund's
structural transformation agenda, as outlined in the issue specific strategies. Also critical to this proposal is
the expectation that existing CD spending in traditional priority areas will recover quickly with the return to
travel, making it difficult to accommodate these new needs within the existing space. The increase will imply
incremental costs to the fund-financed budget related to overhead and administration.

The proposal complements the increase in CD financed by the IMFO1 augmentation supporting maintenan ce
of the balance of CD spending with other Fund outputs.

/Prepared by ICD.

D. Department Budget Allocations

23.  Breakdown by department. (Figures 15, 16 and Tables 9, 10):

Figure 15. FY23 New Budget Allocations by Department
(Millions of FY22 U.S. dollars)

(o)}

AFR APD EUR MCD WHD FAD ICD LEG MCM STA COM FIN RES SPR CSF HRD ITD OBP OIA ORM SEC

N

n

Area CD Functional Non-CD Functional Support

B Structural Augmentation  ® Transitional Crisis

Source: OBP. Note: Blue bar represents structuralincreases from baseline budget.
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Area departments ($28 million increase, including $5.1 million from augmentation). AFR will
focus on program work as members transition to medium-term financing arrangements that
seek to contain debt vulnerabilities and redouble the focus on FCS. APD will link its work
program to Indonesia’s 2022 and India‘’s 2023 G20 Presidency to enhance traction and provide
policy advice on debt, green growth and CBDCs. EUR will reorient emergency financing
operations towards analysis of debt vulnerabilities and refocus its work on private sector support
measures to the analysis of macro-financial linkages and rising inequality. MCD will calibrate
policy advice to manage difficult tradeoffs, providing financial supportand linking its analytical
agenda to the 2023 Annual Meetings in Morocco. MCD will also receive transitional resources
for exceptional costs related to the relocation of IMF offices and METAC -related facilities. WHD
will provide focused surveillance and financial support to members hard-hit by the crisis or
vulnerable to shifts in global financing conditions.

Non-CD functional departments ($24 million including $4.4 million from augmentation).

FIN will focus on setting up the new RST once approved; securing adequate resources for the
PRGT/CCRT; facilitating progress toward the 16t Quota Review, and completing the Review of
the Method of the SDR valuation, all in cooperation with LEG and SPR. RES will leverage
resources to continue assessing the impact of the pandemic on the global economy, develop
climate modules for multilateral and bilateral surveillance models, and reinforce the External
Sector Report team—recently upgraded to flagship status. SPR will concentrate on
strengthening risk-based surveillance with enhanced toolkits, providing financial assistance,
including through developing and implementing the RST, and addressing elevated debt levels
across the membership. COM will center the Fund’s messaging on crisis-response (including
pandemic plan, SDR channeling, and LICs support), the transformational agenda, and the Spring
and Annual Meetings.

CD departments ($30 million including $8.4 million from augmentation). FAD will provide
advice to address the uneven recovery, re-invigorate the growth momentum, and manage fiscal
risks amidst elevated debt levels, with particular attention to LIDCs and FCS. ICD will incorporate
new priorities through expanding its internal economics training, its multi-country external training,
including the online curriculum, and its country-tailored macroeconomic frameworks and forecasting
TA, including to FCS. LEG will focus on supporting the transition to UCT programs and the RST
implementation, debt, governance, IT Security and data privacy, as well as digital money. MCM
will work on digital money, the IPF, capital flow management, monetary policy frameworks to
help support the recovery, non-bank financial intermediaries, and financial sector policies related
to climate change. STA will increase methodological work to prepare the next generation of
statistical manuals, support Fund surveillance and lending, and target CD towards climate, digital
money, FCS, and inclusion/gender.

Support departments ($27 million including $2.9 million from augmentation). CSF will
concentrate on unwinding the pandemic response, driving the Fund’s transition to the hybrid
work model, and incorporating lessons for service delivery in the new normal, while maintaining
staff safety and advancing creative and language services support for policy and country work.
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ITD will focus on driving the implementation of the modernization projects, stabilizing ITD's new
operating model, optimizing the Managed Service Providers ecosystem, and supporting the IT
component of the Fund’s hybrid work model. HRD will receive significant temporary resources
as it works to adaptimplementation of the THR project and stabilize the HR delivery model, as
well as broader resources to support the Fund’s growth in the augmentation areas and manage
changes from the shift to a hybrid work model. SEC will support completion of complex policy
reviews and modernization efforts, implementation of the budget augmentation, and
strengthening of internal governance and institutional safeguards. The recently announced
Office of Transformation Management (TRM) began stand-up activities on March 1st, 2022. TRM
staffing will consist of existing personnel in KMU and OIC, staff transferred from ITD, mainly for
the new corporate program management function, and a small number of newly recruited staff.
Adjustments will be accordingly made to ITD’s budget, and a separate budget will be created for
TRM through resources currently at the IMF center.

e Augmentation resources have been allocated to departments based on their assigned roles in
the strategies and recognizing that FY23 is a foundational year (Figure 16). Resources for
bilateral surveillance and lending are allocated to area and functional departments, with experts
from functional departments supporting country teams for Article IV consultations and program
engagements. Funds to AFR and MCD will mainly focus on FCS, while resources to FAD and
MCM reflect their roles in climate, digital money, and macrofinancial surveillance. The
augmentation resources for support departments will strengthen recruiting and onboarding of
new staff.

Figure 16. FY23 Augmentation Allocation by Department and Issue Area
(Millions of FY22 U.S. dollars)

1 1 N |
0 |
AFR  APD EUR MCD WHD FAD ICD LEG MCM STA COM RES SPR CSF HRD ITD SEC
Area CD Functional Non-CD Functional Support
-1
Climate H Digital Money Macrofinancial FCS Inclusion/Gender Corporate Functions

Source: OBP
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Table 9. Budget Adjustments by Department, FY22-23
(Millions of FY22 U.S. dollars, unless otherwise noted)

FY22 Budget FY23 Proposed Adjustments
New Net Net
Structural Structural Structural Structural of which Temporary of which
Departments Budget Transitional Crisis Spending  Savings Needs Augm. Needs Crisis
Area 318.3 10.1 15.6 14.7 7.3 7.4 5.1 20.3 12.0
AFR 96.5 1.8 5.8 37 - 37 1.8 5.7 4.8
APD 46.4 1.5 2.2 2.7 19 0.8 0.8 35 17
EUR 69.1 1.0 1.9 1.8 14 04 04 2.5 15
MCD 1/ 55.4 2.1 2.0 4.2 2.5 1.7 14 3.6 15
WHD 51.1 3.6 37 24 16 0.8 0.7 5.1 2.7
Functional Non-CD 172.8 3.8 14.6 19.0 8.9 10.1 4.4 14.2 8.3
CoM 394 0.5 0.8 23 14 0.9 0.6 1.1 04
FIN 37.3 0.9 4.6 2.8 15 1.4 - 54 2.6
RES 36.9 0.8 35 2.8 14 1.4 1.0 35 24
SPR 59.2 1.6 5.7 1.1 4.6 6.5 2.8 43 29
Functional CD 275.3 8.3 12.8 28.2 15.9 12.3 8.4 17.7 9.0
FAD 614 4.1 6.1 45 12 33 2.2 7.2 42
ICD 2/ 39.9 1.2 - 3.2 24 0.7 0.7 14 -
LEG 29.9 0.6 2.9 7.0 4.6 24 0.7 34 2.0
MCM 91.7 13 39 6.6 2.8 3.8 3.2 37 2.7
STA 52.5 1.1 - 7.1 4.9 2.1 1.6 2.0 -
Support 297.5 6.2 9.1 12.6 6.2 6.3 2.9 20.3 5.0
CSF 105.0 1.1 5.0 44 3.8 0.5 0.5 5.9 44
HRD 412 35 0.9 29 16 1.2 1.2 8.6 -
ITD 112.6 0.9 13 14 - 1.4 0.6 35 04
OBP 5.3 0.7 03 0.8 03 0.5 - 1.0 0.0
OIA 5.2 - 04 0.7 - 0.7 - 04 -
ORM 34 - 0.5 19 0.5 1.4 - 0.2 -
SEC 24.8 - 0.8 0.6 - 0.6 0.6 0.7 03
Small Offices 24.0 1.1 - 3.3 1.5 1.9 - 1.8 -
Center 42.2 12.9 7.1 4.7 1.0 3.7 1.0 12.1 0.5
Other (OED/IEO) 83.3 - - - - - - - -
OED 76.4 - - - - - - - -
IEO 6.8 - - - - - - - -
Total 1,213.5 42.4 59.3 82.6 40.9 41.7 21.8 86.4 34.8
Central savings and Other 3/ 2.7 22.6 (19.9) (86.4)
Grand Total 1,213.5 85.3 63.5 21.8 21.8 -

Sources: OBP estimatesand department submissions. ' MCD includes exceptional one-off resources for relocation of
METAC. #ICD includes related regional training centers (formerly in small offices). *Includes: Accounting change related
to CD management fees, Covid-related travelimpact, allocated carryforward and OED underspend above carryforward
limit, SRP reform, travel budget nominal savings, unutilized FY22 CCE-related funds, and net space fromsalary dynamics.
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Table 10. FTE Changes by Department, FY22-23

FY22 Budget FY23 Proposed Adjustments
New Net
Structural Transitional Structural Structural Net Structural  of which Temporary of which
Departments FTEs FTEs Crisis FTEs FTEs Reductions Needs Augm. Needs Crisis
Area 780.6 19.6 46.0 36.1 211 15.0 12.0 51.2 34.0
AFR 226.9 30 18.0 50 - 50 30 17.0 14.0
APD 113.2 3.0 7.0 8.1 5.6 25 25 8.0 5.0
EUR 172.4 3.0 5.0 55 4.0 1.5 15 7.0 40
MCD 1355 4.0 6.0 10.5 6.5 4.0 3.0 6.0 4.0
WHD 1325 6.6 10.0 7.0 5.0 2.0 2.0 13.2 7.0
Functional Non-CD 501.6 10.9 45.0 65.0 31.0 34.0 15.0 45.0 25.0
coM 90.0 1.0 1.0 7.0 4.0 30 2.0 30 -
FIN 126.5 2.0 14.0 10.0 6.0 4.0 - 19.0 9.0
RES 1115 3.0 11.0 9.5 5.0 45 35 9.5 7.0
SPR 173.6 49 19.0 385 16.0 22.5 9.5 135 9.0
Functional CD 733.8 13.6 38.0 70.6 46.5 241 20.1 411 28.0
FAD 161.5 2.0 18.0 7.0 - 7.0 5.0 15.5 15.0
ICD 1/ 1274 33 - 9.5 5.8 38 15 4.0 -
LEG 832 1.0 8.0 223 16.0 6.3 23 9.2 5.0
MCM 2279 49 12.0 20.5 95 11.0 9.0 11.0 8.0
STA 133.8 2.3 - 113 153 4.0 23 14 -
Support 533.0 9.3 6.0 23.0 4.0 19.0 7.0 21.0 1.0
CSF 162.2 1.0 - 2.0 1.0 1.0 1.0 2.0 -
HRD 110.0 73 - 4.0 1.0 30 3.0 13.0 -
ITD 1531 - - 1.0 - 1.0 1.0 1.0 -
OBP 15.7 1.0 1.0 3.0 1.0 2.0 - 2.0 -
OIA 16.0 - - 3.0 - 3.0 - - -
ORM 10.0 - 2.0 8.0 1.0 7.0 - - -
SEC 66.0 - 3.0 2.0 - 2.0 2.0 3.0 1.0
Small Offices 60.5 2.0 - 10.0 3.0 7.0 - 4.0 -
Center 233 1.3 - - - - - 4.0 -
Other (OED/IEO) 255.4 - - - - - - - -
OED 2404 - - - - - - - -
IEO 15.0 - - - - - - - -
Total (excl. donor financed) 2,888.0 56.7 135.0 204.7 105.6 99.1 54.1 166.3 88.0

Sources: OBP estimates and department submissions.”ICD includes regional training centers (formerly in small offices).

SECTION V. CAPITAL BUDGET

A. FY22 Capital Spending

24. Capital and cloud spending in FY22 is estimated at $84.1 million, including $74.6 million in
direct capital spending and $9.5 million in cloud-related licenses. This compares to an FY21 outturn
of $77.5 million.

32 INTERNATIONAL MONETARY FUND




Facilities. FY22 facilities
spending is estimated at
$20.4 million compared to
$26.0 million in FY21.
Expenditures are focused on
building-lifecycle updates
and hybrid work needs
(including enhanced audio-
visual capabilities), office
reconfiguration to
accommodate staff growth,
and piloting of collaboration
workspaces. Closeout
activities on the HQ1 Renewal
project are nearing
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Figure 17. Capital Spending, FY03-25"/
(Millions of U.S. Dollars)
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completion, with the

remaining $15 million budget
(including $12.9 million in reserves)
projected to be returned in early
FY23. An estimated $54 million in
unspent funding from previous years
is projected to be available in FY23
and is largely allocated to ongoing
projects for HQ1 building systems,
tenant renovations, conference room
acoustics improvements, and audio-
visual equipment replacements.

Table 11. Capital Expenditures, FY21-22V
(Millions of U.S. dollars)

Spending FY 22
FY21  FY22 (Est) Avail.

Total Capital + Cloud 775 84.1 185.9
IT Cloud Capital Equivalent - 9.5 9.5
Total Capital 77.5 74.6 176.4
Facilities 26.0 20.4 83.1
Information Technology 50.0 55.0 78.6
HQ1 Renewal 1.5 -0.8 14.7

Sources: OBP, CSF, ITD. Approved capital funds available for 3
years, except HQ1 Renewal, available until April 2025.

Approximately $8 million in funding will expire under the three-year appropriation rules, largely

due to the pause in office furniture replacements, which will resume when hybrid work needs are

better known.

IT. The IT capital outturn is projected at $55 million (on par with FY21). Approximately
$23 million in unused funding allocated to ongoing projects is expected to be available in FY23.

o Transformation projects. Despite challenges posed by the pandemic, the third release of

CDMAP went live in November 2021 and initial progress in other key programs, including
iData, document management (DM), and introduction of the Teams collaboration tool. The

THR project has confronted implementation challenges, with a remediation plan currently
being finalized. This plan will set out work to stabilize and close-out early project releases as

well as steps to reassess the design and timing for the remaining program scope, with an
update to be provided in the final budget paper.
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o Capital Cloud Equivalent (CCE). Cloud license spending in FY22 is expected to be
$9.5 million, on par with estimates. OBP and ITD have established budgetary procedures for
CCE operations, following approval by the Board in April last year (Box 7).

25. Strengthening Capital Governance. Drawing on lessons from early experience, work is
underway to strengthen the implementation of the Capital Investment Framework approved by the
Board in FY21. Management recently announced the formation of TRM, which will consolidate
critical functions (project management, change management and knowledge management) and
build organizational capacity to support IT-intensive capital investments. This function will also
benefit from OIA advisory work and be supported by a cross-departmental working group
(comprising the PMO, ITD, OBP, ORM, OIC, OIA, and CSF) tasked with identifying and supporting
the institutionalization of robust and consistent governance and project management practices for
IT-intensive capital projects. As part of this effort, a review is underway of governance and program
management procedures. In parallel, ITD is working on stabilizing its transition to the new
Managed Services Provider (MSP) model. The newly formed TRM and ITD will continue to
strengthen the timeliness and depth of reporting to the Board on the progress of large
transformation programs, working closely with program teams.

Box 7. Implementation of the Cloud Capital Equivalent (CCE)

CCE Adoption. The Fund's migration from a “purchase/build and maintain” software model to a model
based on cloud-hosted platforms with subscription costs would have, all else equal, reduced capital
spending and increased administrative spending. Responding to this change in the IT model, the Board
approved an OlA-endorsed change in the budgetary treatment of these expenses by establishing the CCE
envelope in April 2021. The CCE reduced pressures on the administrative budget and is bringing greater
transparency to institutional cloud license costs in the context of the Fund's overall capital investments.

Implementation. During the first year of implementation, OBP and ITD have updated systems to enable
the use of, and reporting on, CCE budget and expenses. Procedures were established for the CCE,
specifying eligible expenses, roles and responsibilities, and the detailed steps for CCE budget formulation,
execution, and monitoring, consistent with recommendations by the OIA. A series of change management
activities were conducted to socialize the new procedures within the affected departments. OBP and ITD
are closely monitoring early experience and will update related processes and procedures, as relevant.

B. FY23 Capital Spending

26. Proposed budget. The proposed FY23 capital envelope (including CCE) is $78 million,
relative to $79 million in FY22 (Table 12). The envelope provides space for initial investments
supporting hybrid work and staff growth, critical lifecycle investments, and priority projects related
to security and ongoing transformation work. The proposal reflects evolving uncertainties on the
facilities side until experience is gained under the hybrid work model. Within the envelope, scaled
down investment in new IT-intensive transformation projects allows for a period of stabilization,
focused on managing delivery capacity and the ongoing work to strengthen the governance
framework and the reorganization within ITD.
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Facilities. Staff proposes a facilities budget of $18.9 million, about $5 million lower than FY22
and $20 million below last year's FY23 estimate. The reduction is attributed to a shift in the
Fund’'s work model and practices since the pandemic, which has prompted a reconsideration of
investments in buildings and related systems to ensure that they remain appropriate. As such, a
large share of the facilities capital request is for lifecycle replacements and repairs

($12.7 million), audiovisual updates and critical HQ1 building systems replacements. The
proposal includes $4 million in new investments for workplace redesign and HQ space
optimization, to accommodate staff growth and hybrid work needs.

IT. The proposed IT capital budget (including CCE) is $59 million, compared to about $56 million
in FY22. This reflects an increase in the cost of cloud subscriptions $15 million, which is partially
offset by a slight reduction in IT capital investments $44 million. IT capital investments cover
important lifecycle replacements, a scaled down transformation envelope focused on
completing ongoing modernization projects, and targeted investments in information security
and key business systems.

Table 12. Medium-Term Capital Budget, FY22-25
(Millions of U.S. Dollars)
FY 22 FY 23 FY 23 FY 24 FY 25
Projected i
Approved rojectedin Proposed Indicative
FY 22-24 MTB
Total (Capital + Cloud) 79.0 92.3 77.9 90.9 91.3
Total (Capital) 69.5 80.8 62.9 73.9 73.3
Building Facilities 23.5 39.1 18.9 36.0 39.3
of which:

Lifecycle replacements and repairs 122 26.8 127 292 30.2
HQ1/HQ2/Concordia 4.7 219 6.5 238 24.7
Audio-visual 75 48 6.2 54 5.5

New Investments 5.1 5.1 41 2.5 2.5

Vehicles 2.0 2.1 2.1 2.1 2.2

Information Technology 46.0 41.7 44.0 38.0 34.0
Capital Investments 46.0 417 44.0 38.0 34.0
of which:
Key Modernization Projects (and pre-regs) 1/ 30.7 21.9 220 145 13.0
New Investments 9.2 12.5 13.0 15.0 13.0
Of which : Information Security 3.1 42 30 53 30
Infrastructure end-of-life 6.1 73 9.0 8.5 8.0
Cloud Capital Equivalent 9.5 115 15.0 17.0 18.0
Sources: OBP, CSF, and ITD. FY23-25 projections willbe updated in the final budget.

Lifecycle replacements and IT infrastructure total $9.0 million for FY23. In addition to
funding upgrades of the remote office infrastructure, network equipment, servers and storage
capacity, the business continuity center will be transitioned to the cloud, and a portion of the
Fund’s computers will be replaced.
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o Pre-requisite projects total $2.3 million for FY23. This covers completion of the Identity and
Access Management (IAM) project and implementation of the second and final phase of the
Corporate Data Warehouse (CDW).

o  Transformation projects ($19.7 million): With CDMAP close to completion, the focus during
FY23 will be on advancing ongoing transformation programs. A modernization update report
will be provided to the Board shortly with a related briefing by TRM and ITD planned for after
the Spring Meetings.

o THR: Work to stabilize and close out the original THR project will be completed in early
FY23, focused on stabilization of early releases based on revised deliverables. An
associated update to the CBA will be presented to the Board. At the same time, a revised
plan to take forward remaining objectives is being developed, reflecting past lessons and
with an independent validation. A Board update is planned for Q1 FY23.

Table 13. Estimated Capital Needs for Key Modernization Projects
(Millions of U.S. dollars)
FY 22 FY 23
£ :’otal d Approved Estimated Remaining Additional
s Im,a © through FY22 outturn approved budget Projected Needs
Project
Key Modernization + Prerequisites 166.9 147.5 128.9 18.6 22.0
Key Modernization 146.9 129.7 1134 16.3 19.7
THR 69.6 69.6 56.5 131 0.0
CDMAP 19.1 19.1 19.1 0.0 0.0
Knowledge Management 27.2 216 215 0.1 5.6
iData 235 11.0 104 0.6 5.0
Collaboration 0.2 0.2 0.2 0.0
Intranet 73 33 0.8 25 3.0
Customer Relationship Management 0.2 0.2 0.0
Document Workflow and Review 1/ 47 47 0.0 5.1
Modernization- unallocated 1.0
Prerequisites projects 20.0 17.8 15.5 23 23
Azure 0.8 0.8 0.8 0.0 0.0
Corp Data Warehouse 9.6 7.2 7.2 0.0 12
DMX Modernization 16 1.6 16 0.0 0.0
IAM Replacement 6.2 5.1 5.1 0.0 1.1
Ent Int Platform 1.9 19 1.9 0.0 0.0
Source: ITD; Project Management Office.
" Includes initial, high-level vision, scoping, and design work of the IDW that cannot beallocated to the respective sub-
projects.
o iData: The projectaims to mitigate operational risks stemming from the Fund’s aging

economic data management platform. Responding to some initial schedule challenges,
the program team finalized an updated statement of work with the vendor to reflect a
software first framework, which allows for faster and more agile development. With the
first development phase successfully completed and phase 2 expected to be completed
on schedule in April 2022, subsequent development phases will span FY23 and FY24.

DM: The program provides a framework and system for storing and sharing knowledge,
thereby enabling staff to draw lessons from the Fund's rich cross-country experience and
subject-matter expertise. Release 1 has been successfully deployed in November 2021
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and implementation of Release 2 and 3 is expected by May 2022 and September 2022
respectively. Final program completion is scheduled for early 2023.

o iDW-related Modules: The iDW modules aim to improve productivity and collaboration
by replacing existing fragmented content, information silos, and obsolete technology.

e Microsoft Teams has been launched. Migration from Box to OneDrive is expected to
be completed by end-FY22.

e The implementation phase of the Intranet project was resetto February 2022
following a three month pause to allow time to put in place key personnel. The
selected implementation vendor has been onboarded and is validating user
requirements and developing the functional design and technical architecture.

e Scoping activities are continuing on a document workflow module, with
implementation likely to commence in FY23. Initial planning also ongoing for a
corporate Customer Relationship Management (CRM) tool and to support
digitization of analytic tools. Timelines for these projects are being reassessed as
part of a broader portfolio review.

o New Investments total $13.0 million in FY23, including $3.0 million in information security
investments. The proposal includes investments in crown jewel asset protection, data
leakage prevention, upgrade of the lending system, and the Fund’s integrated training
system.

o CCE. In FY23, cloud subscriptions are projected to increase to $15 million, reflecting the
continued transition of Fund systems to the cloud as part of the recent modernization. The
introduction of the CCE has helped bring visibility and transparency to the rising cloud costs.
ITD and OBP will continue to work on managing the sustainability of overall cloud costs
through a more deliberate cloud strategy, consolidation, and license cost optimization.

27. Medium-term: In the FY23-25 period, planning and design work will be completed for the
HQ2 building and systems lifecycle update, a project that has been anticipated as part of the long -
term facilities plan. The project will incorporate the experience of the hybrid work model and smart
building technologies in designing a facility that meets future business needs, transforms the
workplace experience, ensures accessibility, and reduces environmental impact. Medium-term IT
capital projects will be informed by the IT product roadmaps, taking into consideration delivery
capacity and stabilization of the ITD delivery model. The establishment of TRM also will support
strengthening of the governance and support framework IT-intensive capital projects. Pipeline
projects span areas such as financial systems, budget modernization, economic data projects, and
travel.
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N SECTION VL. RISKS

28.

Sustained risks. While risk mitigation activities embedded in the budget, along with the

recent approval of a budget augmentation framework, will help reduce budget risks, significant
residual risk remains due to external drivers that can only be partly addressed through ex ante risk
management.

38

Core country activity. Large uncertainties remain on the duration of the pandemic amidst
successive waves potential impact on the recovery, and the ensuing demand for Fund services
and thus pressures on staff. Recent inflation developments in major markets also contribute to
risks. The war in Ukraine likewise gives rise to large uncertainties over the need for support from
countries impacted by the humanitarian, economic, and financial consequences. Projections by
departments during the FY23 budget formulation process are for baseline program work to
remain elevated around more complex UCT programs, not yet incorporating the impact of the
war in Ukraine. An increase in program requests above what has been reflected in projections,
also due to RST-related operations, would warrant reallocation of resources towards priority
needs. Key mitigation measures in this area include periodic risk updates on scenarios of
program activity, continued incorporation of risk considerations into budget planning, and a
risk-based resource allocation.

Travel uncertainty. In the event of a faster receding pandemic, widely lifted travel restrictions
could create pressures for a rapid resumption of in-person missions above current projections.
The budget allocates resources to ramp up travel in line with the expected improvements in the
health situation. Developments in terms of cost of travel will also require close monitoring. In
case of demand for travel exceeding budgeted amounts, departments would carefully prioritize
travel needs. An interdepartmental working group will review travel budgets, including to
consider lessons from the pandemic experience with remote engagements.

Implementation of strategies supported by the augmentation. Key risks are significant
delays in acquiring and onboarding requisite skillsets and demand from countries for support
rising faster than the Fund'’s capacity to respond that could impact implementation and ramp -up
of deliverables. Actions to mitigate these risks include a multipronged human resources strategy
and dovetailing with the unwinding of crisis positions, ensuring optimal deployment of talent.
Strategy teams will work with departments to ensure that cross-departmental work is well-
coordinated, in particular across the thematic units that will be established. Area departments
rely on the timely availability of and support by functional departments, where expertise is
clustered. A balanced resource allocation between area and functional departments is expected
to reduce dependencies, and a transparent governance and accountability measures around
functional department's supportto country teams is expected to bring predictability.

Hybrid work model. Operational risks of the new hybrid model are linked to challenges of
working from home, the persistent risks of high work pressures, constrained office space, and
ensuring that the resumption under a “new normal” hybrid workplace is efficient and effective.
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Risk mitigation actions include a phased approach to hybrid work with flexibility, empowerment,
training that combines best aspects of in-person and virtual work. Adoption of new technology
to improve the virtual meetings experience, along with a standard IT package for work at home
will also help support the hybrid environment.

e CD fundraising. The risk of a shortfall in fundraising for externally financed CD over the medium
term remains elevated given competing demands for donor resources in the wake of the
pandemic. Risk mitigating actions include diversifying donor support, focusing on fundraising
where member demand is highest and/or is expected to grow (climate, gender, digitalization,
FCS), bringing more flexibility to resources, and reducing funding pressures by extending
phases. Shifting some administrative costs for RCDC focused on FCS to the Fund's budget
should also reduce funding risk and free donor resources for direct CD delivery where availability
of funding is higher.

¢ Information security. The risk of a large-scale cyberattack, including in the context of the new
hybrid model, remains a significant operational risk identified by departments. Mitigation
actions have focused on modernizing the Fund’s technology infrastructure, risk-based
protection of the Fund's crown-jewels assets and enabling enhanced cybersecurity controls for
solutions and capabilities derived from the modernization programs. Continued efforts are also
underway to promote awareness of the Fund’s information security policies and strengthen staff
vigilance to risks under the new hybrid work model, including through mandatory cybersecurity
training.

e Modernization. Impact of delays and cost overruns in the implementation of transformational
modernization programs reduces the scope for reallocation and could reduce envisaged savings.
Key risk mitigation actions include the step up in the governance framework with continued
close support from the OIA. A TRM-led cross departmental effortis also underway to strengthen
governance, oversight, and project management for IT-intensive modernization programs.

e Budgeting in a period of inflation uncertainty. Greater inflation uncertainty and sharp near-
term shifts in projections also complicates budget management. As underlying prices related to
core fund expenditure categories evolve, OBP will need to carefully manage related risks. These
issues will be explored in more detail in the FY22 budget outturn report.

N SECTION VII. SUMMARY PROPOSAL FOR FY23

29. Proposal. Within the total administrative appropriations, separate appropriations and
expenditure ceilings are proposed for the Offices of the Executive Directors (OED), the Independent
Evaluation Office (IEQ), and other administrative expenditure in the Fund (Table 14). The capital
budget is made up of three components: building facilities, information technology, and IT cloud
capital equivalent.
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Table 14. Proposed Appropriations, FY23
(Millions of U.S. dollars, unless otherwise noted)
General OED IEO Total

Net administrative budget 1,207.3 80.1 72 1,294.6
Receipts 1/ 269.4 1.5 0.0 270.9
FY22 Fund-financed carryforward (upper limit) 2/ 79.1 13.6 0.3 93.0
Other transitional resources 3/ 9.5 9.5
Total gross expenditures (limit) 1,565.3 95.2 7.5 1,668.0
Capital budget 77.9
Building facilities 18.9
Information Technology 44.0
Cloud 15.0

Memorandum items:

Net administrative budget in mil. of FY22 U.S. dollars 1,152.0 76.4 6.8 1,235.3
Fund-financed carryforward, upper limit (in percent) 4/ 7.0 5.0 n.a.
Externally-financed carryforward, upper limit (in percent) 3.0

Source: OBP."Includes $230m in externally financed envelope and $6.3m in externally financed carryforward.

Y Actual carryforward is the lesseramount of the underspend in the current year or the specified ratio (shown in
the table) of the current year's net administrative budget. The precise amount will be determined when end -year
financial books are closed. ¥Other transitional resources indicate available resources from OED/IEO excess
underspend above their carryforward limits. No excess underspend is envisaged from |EO for FY23. #The proposal
reflects a proposed decrease inthe general carryforward limit from 8 to 7 percent. For OED, the carryforward limit
is the greater of the sum of 20 percent of the approved budget for each office and two REG2 FTEs. For IEQ, this
reflects the proposed decrease inthe carryforward limit from 8 to 5 percent.
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Proposed Decisions

The following decisions, which may be adopted by a majority of the votes cast, are proposed for

adoption by the Executive Board:

Decision 1. Administrative Budget for FY23.

A Appropriations for net administrative expenditures for Financial Year 2023, including
US$23 million of the first tranche of the augmentation resources, are approved in the total
amount of US$1,294.6 million: (a) up to US$80.1 million may be used for the administrative
expenditures of the Offices of Executive Directors, (b) up to US$7.2 million may be used for the
administrative expenditures of the Independent Evaluation Office, and (c) up to

US$1,207.3 million may be used for the other administrative expenditures of the Fund.

B. In addition to the amounts for net administrative expenditures appropriated under
paragraph A, amounts appropriated for net administrative expenditures for Financial Year 2022
that have not been spent by April 30, 2022 are authorized to be carried forward and used for
administrative expenditures in Financial Year 2023 in a total amount of up to US$93 million, with
sub limits of (a) US$13.6 million for the Offices of Executive Directors, (b) US$0.3 million for the
Independent Evaluation Office, and (c) US$79.1 million for the other administrative expenditures

of the Fund.

C. A limit on gross administrative expenditures in Financial Year 2023, including

US$9 million of the first tranche of the real increase in space for externally funded CD linked to
expanded work on the structural transformation agenda and externally funded carryforward, is
approved in the total amount of US$1,668.0 million, with sub limits of (a) US$95.2 million for the

administrative expenditures of the Offices of Executive Directors, (b) US$7.5 million for the
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administrative expenditures of the Independent Evaluation Office, and (c) US$1,565.3 million for

the other administrative expenditures of the Fund.

D. The appropriations for “other administrative expenditures of the Fund” and the “limit on
gross administrative expenditures” for FY 23 set out in paragraphs A and C above will be
increased by the amount of (i) the OED excess underspend above the individual office
carryforward limits and underspend from OED central resources from FY22; and (ii) the IEO
underspend above the carryforward limit, as determined in the FY 22 year-end closure of the

Fund’s financial books.

Decision 2. Capital Budget Appropriations for Financial Year 2023

Appropriations for capital projects underway or beginning in Financial Year 2023 are approved

in the total amount of US$77.9 million and are applied to the following project categories:

(i) Building Facilities: US$18.9 million

(i) Information Technology: US$44 million

(iii) IT Cloud Capital Equivalent: US$15 million

Decision 3. Carryforward mechanism for externally funded expenditures

A new carryforward mechanism for externally funded CD expenditures shall be adopted as set

out in paragraphs 1-6 of Annex IV of EBAP/22/14, 04/01/22.

Decision 4. Funding for Competitiveness measures.

Funding for the implementation of competitiveness measures, as called for under the CCBR—
Revised Proposed Decisions, paragraph 13 (EBAP/19/104, 12/16/19), will be calculated following

the methodology as laid out in Annex Ill, Box 1 of EBAP/22/14, 04/01/22.
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Annex l. Projected FY22 Outturn

Table 1. Net Administrative Budget: Estimated Outturn, FY21-22
(Millions of U.S. dollars)
FY 21 FY 22
Budget  Outturn Budget Projected Outturn
Fund- Donor- Fund- Donor-
Total Total financed financed Total financed financed Total
Gross expenditures 1,429 1,268 1,249 210 1,460 1,204 163 1,367
Personnel 1,055 1,049 938 137 1,074 985 122 1,107
Travel 133 16 81 53 134 18 7 25
Buildings and other expenses 230 203 218 21 239 201 34 235
Contingency 1/ 11 12 12
Receipts -243 -142 -36 -210 -246 -26 -163 -189
Net expenditures 1,186 1,126 1,214 0o 1,214 1,178 o 1,178
Sources: Office of Budget and Planning and PeopleSoft Financials.
" Includes contingencies for general net admin budget.

Box 1. FY22 Budget Developments

Structural budget utilization is expected to improve over

FY21, reflecting increased hiring and rising support costs. At the same time, continued underspend reflects Covid-

related delays in return to travel and building occupancy.

NetUnderspend, FY12-22 Budgetand Carryforward, FY12-22

(In percent, relative to Fund -Financed approved budget) (Millions of FY22 U.S.dollars)
1,350
1,300
1,250

1,200
1,150
1,100
1,050
I 1,000

FY 12 FY13 FY14 FY 15 FY16 FY 17 FY 18 FY19 FY20 FY21 FY22
(proj)

H Approved Budget Carryforward = Total Spending
FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 Fy21 FY22

(Proj.) Note: Excludes additional contributions to RSBIA in FY12-13, FY16-17
" Includes travel to Annual Meetings abroad.

Projected FTE usage is expected to remain within the Negative structural vacancy rates highlight the significant
overall budget allocation, including temporary positions. crisis hiring using temporary resources.
Budgeted Staff Positions vs Projected Outturn, FY22 Structural Vacancy Rates, FY12-FY22
(Fund-financed FTEs) (In percent)
900 4
3
800 2
1
700 o
-1
600 =2
-3
500 I -
-5
400 ° Fy 12 Fy 13 FY 14  FY 15 FY16 FY17 FY18 FY 19 FY 20 Fy 21 Fy22
Area Functional non-CD  Functional CD Support Proj.
- Working FTEs ProjA FTE Outturn - Appro\,ed FTEs ~—m—Vacancy rate vs Approved ~—m—\Vacancy rate vs Working

'Prepared by OBP.
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Box 1. FY22 Budget Developments, (concluded)

Travel spending is expected to be well below the pre-
crisis level in FY19, reflecting protracted travel
restrictions.

Total Spending, FY19, FY21, FY22
(Millions of FY22 U.S. dollars)

FY19 FY21 FY22
Approved
Outturn Outturn Budget  Forecast
Business Travel 127 2 123 14
Settlement Travel 8 6 10 10
Miscellaneous Travel 1 8 1 2
Total Travel 137 16 134 25

Security spending is projected to return to pre-

pandemic levels reflecting reduced field security needs.

Administrative Security Spending, FY19-22
(Millions of FY22 U.S. dollars)

50
40
30

20

FY19 Fy20 Fy21 FY22 proj.

W HQ security ®IT security ™ Field security ™ Business continuity

Source: Departmental submission and OBP staff calculations.

Building occupancy remains below pre-pandemic
levels, despite some pick up with early implementation
of the hybrid work model. Accounting changes related
to CCE reflected in IT spending.

Fund-Financed Building and Other, FY20-22

(Millions of FY22 U.S. dollars)
250

. .

o

100 68 67 e 66
) . . . .
0
FY20 Qutturn FY21 Qutturn FY22 Budget FY22 Qutturn (Proj.)

® Building Occupancy
® Contractual Services
B Comms,, Supplies/Equipment, Other

Information Technology
m Subscriptions and Printing

Receipts are expected to improve relative to FY21 as
externally-funded CD recovers.

Receipts, FY21-22
(Millions of FY22 U.S. dollars)

FY 21 FY 22
Proj.
Outturn Budget outturn
Total 141.7 246.0 189.0
Externally financed CD (direct cost only) 1184 2104  163.0
General receipts 233 35.6 26.0
Of which:
Administrative and TFMF 1/ 83 147 114
Publications income 0.1 2.7 0.2
Fund-sponsored sharing agreements 2/ 2.9 4.1 23
HQ2 lease 3/ 0.6 14 1.0
Concordia 0.5 39 2.2
Parking 0.1 35 0.0
Corporate, Travel and P-cards 0.0 0.5 0.0
Memorandum Item:

CD Outturn assumed for planning 165.0

V Trustfund management fee of 7 percent.
% Reimbursements principally from the World Bank.
¥ Includes Credit Union and retail tenants.
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Annex ll. Assumptions Underlying the FY23 Budget and
Concepts/Overview of the Budget Process

A. Assumptions Underlying the FY23 Budget

The proposed FY23 Budget has been formulated based on the following key assumptions:

1. Deflator: The nominal increase to the
overall budget is based on the latest
published U.S. CPI in the January WEO

(4.8 percent).

2. Salaries: The proposed increase to
the Fund'’s salary structure is 5.0 percent for
both staff and contractual employees. This
includes a structural increase of 2.2 percent
and a merit component of 2.8 percent, the
latter of which reflects the merit component
of market indexation and application of the
safeguard mechanism. Overall, 3.4 percent of
the increase reflects the market indexation
formula and 1.6 percent reflects application of
the safeguard mechanism to bring the
comparatio securely into the safeguard target
range (98-102 percent), consistent with the
system'’s rules. Wage erosionis 1.5 percent.
The net effect of salary-deflator dynamics for
staff is $10.6 million and for contractuals,
about -$0.1 million, leading to about

$10.5 million in aggregate space that will
contribute to other structural spending,
including a structural staff increase of 45

Preliminary Personnel Spending, FY23V/
(Millions of U.S. dollars)

Budget Category FY 23
Personnel budget 1,158
Salaries 735
Staff, OED, and IEO 568
Other personnel 167
Other personnel budget 24
Retirement benefits 2/ 122
Retired Staff Benefit Investment Account (RSBIA) 62
Health benefits 50
Tax allowances 418
Home leave 33
Children’s education allowances 38
Child Care 7
Overseas allowances 25
Training and study allowances 12
Spouse and child allowances 8
Other benefits 3/ 12
Other misc. personnel budget 4/ 7

Source: OBP. 1/ Includes donor financing. Composition of budget
line items pending finalization of donor-funded activities.
Excludes spending funded from transitional resources. 2/
Includes the Staff Retirement Plan (SRP) and 401K retirement
accounts. 3/ Includes emergency travel, life insurance benefits,
settlement allowances, and SBF separation incentives. 4/ Includes
payments to non-Fund staff such as ICD participants, and other
miscellaneous expenses.

positions. An additional 54 positions will be funded from augmentation resources.

3. Staff Retirement Plan (SRP): The proposed FY23 contribution from the administrative
budget to the SRPis 14 percent of estimated pensionable gross remuneration (PGR)—a rate
consistent with the funding framework approved by the Executive Board in 2004 and reaffirmed by
the Pension Committee, most recently in January 2016." Starting in FY23, as part of the CCBR
reforms, changes to the grossing up formula used to calculate PGR will lower the Fund’s

1See Staff Retirement Plan and Retired Staff Benefits Investment Account—Five Year Review of Actuarial Assumptions
and Methods, Funding Frameworks and Grossing-Up Formulas (RP/CP/16/1),
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contribution to the SRP by about $7.5 million. In line with the proposal by the Pension Committee,
5.86 percent of PGR, approximately $49.0 million, will go to the SRP as indicated by the actuary, and
8.14 percent of PGR, approximately $68.1 million, will be added to the pension reserve.?

4. Retired Staff Benefits Investment Account (RSBIA): The proposed FY23 contribution from
the administrative budget to the RSBIA is 7 percent of the estimated PGR, or about $58.6 million.
The 7 percent contribution rate is consistent with the funding framework approved by the Executive
Board in 2012 and reaffirmed by the Pension Committee in January 2016 (footnote 2).

5. Medical Benefits Plan (MBP): For FY23, a new proposal to peg MBP contribution rates to a
claims-trend index is expected to take effect. 3 Prior to FY21, contributions to the MBP were indexed
to structural salaries. In FY21 and FY22, MBP contributions were aligned to the new single salary
increase implemented as part of the CCBR reforms. The proposed shift this year addresses an
existing gap between MBP premium contributions and plan costs. The proposed FY23 rate is 5.2
percent; this is expected to increase costs to the administrative budget by an average of about $6
million annually in the medium-term budget period compared to previous projections.

6. Other costs: Other expenses, with the exception of Preliminary Standard Cost
travel, which is held constant nominally, are expected to rise in by Grade, FY23
line with projected U.S. CPI in FY23, based on January WEO (in US. dollars)

Grade Standard Cost
update database. 5os 654,130

BO4 567,970

BO3 510,420
7. Standard cost by grade (Text Table): Taken as a whole, e 00210
salary and benefits combined give an indicative standard cost N 400210
for each staff member (or “person year” cost). FY23 standard ~ 2o
costrates are based on the 2023 midpoints as proposed to the - oo
Executive Board in the 2022 Review of Staff Compensation and Aos 167:200
adjusted for an assumption that benefits are spread equally foss T 130
across staff and grades. This methodology protects privacy of nos 119300

AO4 101,160
individual staff and prevents departmental hiring decisions to A0z 90,330

AO02 80,670
be made on the basis of individual demographics (such as age, A0t 72,090
family status, or nationality). Sources: OBP and HRD
8. Travel: About $16 million in travel resources will be repurposed in FY23 to fund crisis-related

needs. This reflects 25 percent of departmental business travel (12.6 million); settlement travel ($2.5
million); and seminar travel and ICD participant costs ($1.3 million). An additional $2.9 million in
structural savings (that will fund other departmental needs) stem from holding travel budgets flat in
nominal terms.

2See Fund Contribution to the Staff Retirement Plan in FY 2022 (RP/CP/21/2).
3 Forthcoming 2022 Medical Benefits Plan-Annual Review of Finances.

4 Changing the Personnel Standard Cost (EB/CB/08/5, 11/26/2008).
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B. Concepts/Overview of the Budget Process

Financial year (t): May 1(t-1) to April 30(t)

E.g., FY23 = May 1, 2022 to April 30, 2023

Administrative budget:

FY22 Administrative Budget Gross Spending Composition, FY22

(In Millions of US Dollars) (Millions of US Dollars, including donor financed CD)

2,000

Contingencies; 11

Building and
1,600 1,456 ; Other‘ p
1214 Thavel

OED; 76 IEO; 7
1,200
800

Personnel; 1,055
400 243

0 [

Gross Budget Receipts Net Budget

\ All Others; 1,346 ’

Gross (total spending envelope)

- (minus)

Receipts (donor funding + revenue)
= (equals)

Net (spending that needs funding)

Total Available Resources = Net + Carryforward

Carryforward:

The right to spend budget allocations beyond the period for which budgetary authority is normally
granted (12 months). Carryforward (CF) limits are set for the IEO, OED, and at the general level for
other administrative expenses. The general CF limit has varied over time, rising to 6 percent
following the GFC and reverting to 3 percent in FY12. The Board approved an increase in the general
CF limit from 3 to 5 percent in 2020 and then to 8 percentin 2021 and IEQ’s CF limit from 5 to 8
percent for the following three years in response to COVID-related travel restrictions and emerging
crisis needs.

The OED CF limit for each office is set at a maximum of 20 percent of the approved budget or the

dollar equivalent of two Advisor FTE positions. The OED central carryforward was discontinued
effective FY21 in line with the streamlining of OED central budget accounts.
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The CF is the minimum of the underspend in the current year or CF limit of the current year’s
approved net administrative budget. Specifically:

CF: = min (Ut, X Bt)
Where:
Ut = underspend in current FY (Bt + CFi.1— Ey)
Bt = net administrative budget in current FY
CFt.1 = carryforward from previous FY
Et = net expenditures in current FY
x = ratio limit of CF

Global external deflator:

Starting in FY21, the global external deflator is based on U.S. CPI data underlying the published
January WEO update. The current deflator is based on the January 2022 WEQ Update data.
Calculation of the global external deflator uses the January quarterly data.

e Forthe current fiscal year: US CPI for the first three-quarters and projected US CPI for the last
quarter.

e For the next fiscal year: Quarterly US CPI projections for the corresponding period.

Capital budget:

Used to finance investments in IT and building improvements and repairs. Given the long-term
nature of these projects, capital budgets are available for a period of three years, after which time
unspent appropriations lapse. Project in the capital budget cover acquisition of building or IT
equipment; construction, major renovation or repairs; major IT software development or
infrastructure projects.

Cloud Capital Equivalent (CCE).

A sub-category within the capital budget for cloud subscription costs, as per the budgetary
treatment approved by the Board in April 2021. The CCE was introduced in response to the Fund's
migration from a “purchase/build and maintain” software model to a model based on cloud-hosted
platforms with subscription costs, which would have, all else equal, reduced capital spending and
increased administrative spending.

Budget process. The starting point for the annual budget exercise is the membership's priorities as
expressed in the Managing Director’s Global Policy Agenda, the IMFC Communiqué, and the Board
Work Program. The budget translates these priorities into reallocations across departments and
outputs. The Board also reviews the income and expenditure position, staff compensation, and the
capital budget. The Committee on Capacity Building (CCB) and a Board briefing on CD priorities
enable strong links between CD and the budget process.
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Annex llIl. Compensation and Budget'

This annex sets out the interaction of personnel-related costs and the FY23 budget, including ongoing
implementation of the 2019 Comprehensive Compensation and Benefits Review (CCBR). In this context
it provides the budget framework for implementation of competitiveness measures, as called for under
the CCBR—Revised Proposed Decisions, paragraph 13. Further detail on implementation of these

measures will be provided by HRD during FY23.

1. Overview: Personnel currently makes up about 75 percent of the Fund’s budget. Salary
dynamics affect the budget in several ways related to a) salary structure-deflator dynamics, b) wage
erosion, and c) grade drift. These dynamics are discussed below in general terms and as they relate
to the FY23 budget.

2. Salary-Deflator dynamics: Consistent with agreements at the time of the CCBR discussions,
the methodology for determining the Fund's deflator was changed during the FY21 budget cycle to
use of U.S. CPI (based on the January WEO update) from the earlier use of a weighted average of the
structural component of salary increases (70 percent, based on historic weight of personnel in the
net administrative budget) and U.S. CPI for non-personnel price increases (30 percent). The new
deflator implies increased year-to-year volatility in nominal budget space driven by differentials
between CPI and the salary structure. In any given year, this differential could create budget space
(when the deflator exceeds the structural component of the salary increase) or budget pressure (in
the opposite scenario). Recognizing the two-directional risk associated with these differences, OBP
will monitor these changes over time and continue to report on developments, including as part of
the annual report on the budget outturn.

3. Other dynamics and competitiveness measures: Two other internal dynamics affect the
Fund's salary-related expenditures: shifts in average salaries within grade bands and shifts in
average grade, measured at the midpoint of each grade. These wage and grade erosion effects tend
to drive down the average Fund-wide salary and grade structure (but not individual salaries) and
create space for meritincreases and promotions.

e Merit increases and competitiveness measures: Prior to the CCBR, merit increases were set
equivalent to wage erosion (which is calculated and reported by HRD as part of their annual
compensation report). Now, merit increases are implied as a component of the single annual
salary increase indicated by external benchmarks, creating the possibility of a differential. Two
mechanisms were established under the CCBR reform with a view to offset a downward driftin
average salaries.

o Arules-based safeguard mechanism assesses whether the proposed single salary increase
leaves aggregate salaries below a comparatio of 98 percent or above a comparatio of 102

1This annex discusses only salary dynamics as they relate to the Fund’s budget; it does not look at salary dynamics
vis-a-vis individuals covered in the HRD report on compensation, where different concepts need to be applied.
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percent of the market. When used for aggregate salaries, a comparatio of 100 indicates that
the weighted average of salaries based on the overall salary increase are equal to the
weighted average of the midpoints; that is, average salaries are at the market. This ratio is
calculated by HRD and included in their compensation report to the Board.

Competitiveness measures. Funding for competitiveness measures was envisaged in the
CCBR using a portion of the budget space created by the difference between the merit
component from comparators and wage erosion. Resources could be repurposed for
targeted compensation tools (such as, higher starting salaries, hiring bonuses, special skills
premia, larger increases at promotion, and/or training, as warranted) to maintain the Fund'’s
competitiveness in attracting top global talent. For FY23 and in future cycles, the
methodology outlined in Box 1 is proposed for the calculation of space for competitiveness
measures.

Box 1. Proposed Methodology

CCBR Decision—Competitiveness Measures: Additional compensation tools will be developed under
the guidance of management to support the Fund’s competitiveness, invest in human capital and further the
objective of enhancing diversity. These tools, which are a key feature of the proposed package of changes, will
use a portion of the budgetary savings from changes to the salary increase methodology and will include:

e Selective use of higher starting salaries, recruitment bonuses and scarce skills premia to support
recruitment in highly competitive and challenging areas such as young economists for the EP, experts
with “scarce or hot skills” (e.g., financial sector, climate change, cyber security), and staff from under-
represented regions;

e Higher salary increases at promotion, where warranted, to reward strong performance and support staff
retention; and

e Increased funding for training that would enhance mobility, and professional growth and development.

These tools would ensure the Fund maintains a competitive total rewards package and further support the
convergence of staff salaries towards the midpoint, mitigating the use of the proposed safeguard
mechanism.

Proposed Methodology

e Data used in calculationsin terms of wage erosion and the merit increase, including related safeguard
calculation, are done by HRD and set out in the annual Review of Staff Compensation.

e Space for competitiveness measures is calculated by OBP using this data as: wage erosion — merit
increase, after any application of the rules-based safeguard mechanism for Fund wide salaries, as
determined in the compensation process. The scale of space for competitiveness measures is reported
in the final medium-term budget report.”

e HRD will determine the use of this space and will report on these measures in their fall update to the
Board and in the recruitment and retention report.

1/ Final space for competitiveness measures will be confirmed following conclusion of Board discussion on the salary and implied
merit increase, following the rules set outabove.
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Grade Erosion and Skills Upgrading A rules-based framework for promotions, together with
internal hiring policies that govern recruitment at higher grade levels work to limit the impact of
skills upgrading on the budget. In a framework set out in 2012 for salary adjustments, the net
budget impact of skills upgrading taking into account grade erosion was estimated ataround
0.5 percent and the annual impact absorbed in the budget each year. While these changes are
projected upfront and monitored, the final outcome is observable only ex post.

FY23 Dynamics: In FY23, there is a positive differential between the budget deflator (4.8

percent) and the proposed increase in the salary structure (2.2 percent). This creates nominal budget

space. There is a negative differential between wage
erosion (1.5 percent) and the implied merit increase FY23 Percent
(2.8 percent). This uses budget space. Single salary increase: 50
; Structural component: 2.2
e Applying the proposed framework for
competitiveness measures set out in Box 1, no Merit Component: 28
additional space is created for competitiveness Wage Erosion: 15
measures in FY23 as the merit increase is larger Deflator- 48
than space created by wage erosion. As noted, ) _
. Structure-Deflator Differential: 2.6
HRD will develop plans on how to use future
budget space for competitiveness measures and Merit-Erosion Differential: 13

report on this during FY23. At the same time, the

compensation paper notes that flexibility exists for targeted measures in pay setting within
salary grades which will be examined to recruitin critical specialized areas, recognizing the
importance also of internal equity considerations.

In terms of grade erosion, some competitiveness measures, such as loosening restrictions on
higher level hiring to attract specialized skills will need to be reviewed against the framework for
skill upgrading described above. Continued adherence to the rules-based promotion framework
will minimize grade creep. These effects will continue to be reported in the annual budget
outturn paper. HRD, in consultation with OBP, will bring these issues to the Board for
consideration following some experience with the new framework for competitiveness measures.
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Annex IV. Proposed Policy for Externally Funded Carryforward'

1. The IMF02 carryforward policy will share key features of the IMFO1 policy (Table 1).
Most importantly, any IMFO2 carryforward will not become part of the budget baseline,
departmental or Fund-wide, to ensure firm control of the Fund’s overall budgetary envelope.

2. The IMF02 carryforward will differentiate between staff costs and other administrative
costs. Underruns related to staff (Group 1 in the Fund’s budget structure) can be carried forward will
remain in the central allocation managed by ICD. Recognizing the interaction between Fund and
external spending on Group 1, ICD and OBP will coordinate on calculating this carry-forward. Those
in other expense categories (Group 2-5, and for CD, typically expert contracts and travel) will remain
with departments and will be fungible (within some constraints).

3. Planning of spending associated with the carryforward will be integrated into the CD
planning process. Departments will formulate their medium-term workplan taking into account a
projected level of carryforward in addition to their structural budget. At the beginning of the new
fiscal year, carryforward resources will be allocated based on: a) confirmation of departmental
allocations of underspend of non-staff budgets and b) allocation to a central pool of staff-related
underspend that is eligible for carryforward. This process will be led by ICD, guided by the decisions
of the Committee for Capacity Building. Departments would make any final adjustments to
workplans following this process.

4. Spending associated with the carryforward will be constrained by parameters of
available external funding. The proposed carryforward would not create new financing needs, nor
would it change the purpose for which partners have provided resources to the Fund. The
carryforward would increase, at the margin, the amount of money the Fund is authorized to spend
within a given year utilizing the resources provided by donors and would not change the terms and
conditions of specific funding agreements. Consultations on workplans with partners would
continue through existing mechanisms.

5. The Fund-wide IMF02 carryforward will be limited to a fixed proportion of the overall
IMFO02 budget. At the end of each fiscal year, the difference between actual overall IMF02
expenditure and the IMFO2 budget, up to a set percentage of the IMF02 budget, would be allowed
to be carried forward and spent during future fiscal year. Limiting the size of the carryforward is
warranted to avoid volatility in budget allocations. The limit will be set by the Board and is proposed
to be 3 percent for FY23.

6. ICD will report on the IMFO2 carryforward annually. As with the IMFO1 carryforward, the
Medium-Term Budget paper will present an estimate of carryforward from the current fiscal year
and seek approval in the formal decision, with the actual carryforward based on final end -year
outturn up to the limit. The final outturn for the previous fiscal year and the actual amount carried

1Prepared by ICD
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forward for IMFO2 into the new fiscal year will be presented in the Budget Outturn paper. The use of

carryforward budget resources would not affect the presentation of expenses in the Fund’s audited
financial statements. The estimated cost of implementing a carryforward policy is expected to be
minimal and will be absorbed by the existing ICD and OBP budgets.

Table 1. Comparison of Key Features of IMFO1 and IMF02 Carryforward Policy

Feature

IMFO1

IMF02

Comparison

Purpose of the
carryforward (CF)

Limit

Calculation

Allocation of central
CF among
departments

Fungibility rule

Deflator

Allow unspent resources in IMFO1,
up to alimit, to be carried forward
to the next financial year.

Set annually. 7 percent in FY23 on
an exceptional basis.Has varied
by historiclevel of 3 percent.

Central CF: Underspending in
Group 1.V

Department’s CF: Underspending
in Groups I1-VI of its budget less
any Group 1 overspend.

Fund temporaryneedsin
departments, including temporary
FTEs.

Consistent with temporary
resource needs approved in the
budget paper, no constraints on
the use of central CF across
expenditure group. Full fungibility
of department’'s CFacross
expenditures in Groups II-IV.

CF will not be adjusted by the
deflator or be part of the base
when moving from one year to
the next.

Allow unspent resources in IMFO2,
up to alimit, to be carried forward
to the next financial year.

3 percent for FY23.

Central CF: Underspending in
Group 1.V

Department’s CF: Underspending
in Groups Il-VI of its budget.

Group 1 overspend can lead to an
adjustment of this amount for
non-staff expenditures.

Fund temporary needs for
reprioritizationin workstreams or
departments, to absorb
unexpected demand shocks.

No constraints on the use of
central CF across expenditure
group. Full fungibility of
department’s CFacross
expendituresin Groups II-IV.

CF will not be adjusted by the
deflator or be part of the base
when moving from one year to
the next.

Similar

Same for
steadystate

Broadly similar

Broadly similar

Same

Same

Y Group |—personnel costs for staff. Group ll—costs of HQ-based experts, and Long- and Short-Term Expertsin the field, Group
|ll—costs of various contractual employees and overtime expenditure, Group IV—discretionary departmental expenditures such as
Travel and Seminar etc. Group V—costs allocated to specific departmentfor Fund-wide services (e.g., publication, facilities costs),
Group Vl—covers revenues (including Trust Management Fee from external partners).
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Table 1. Administrative Budget, FY17-22
(Millions of U.S. dollars)

FY 17 FY 18 FY 19 FY 20 FY 21 FY 22
Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Proj.

Outturn 2/

Personnel 934 922 969 962 1,009 995 1,025 1,028 1,055 1,049 1,074 1,107

Travel 123 115 126 121 135 126 134 97 133 16 134 25

Buildings and other expenditures 205 218 209 226 215 224 224 225 230 203 239 235

Contingency 1/ 11 0 11 0 12 0 14 0 11 0 12 0

Total Gross Expenditures 1,273 1,255 1,315 1,309 1,371 1,346 1,397 1,350 1,429 1,268 1,460 1,367

Less: Receipts 200 189 211 211 236 214 239 199 243 142 246 189

Total Net Expenditures 1,072 1,066 1,104 1,099 1,135 1,131 1,158 1,150 1,186 1,126 1,214 1,178
Source: OBP.

/Represents the contingencies for staff, OED and IEO.
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Table 2. Gross Administrative Expenditures: Personnel, FY17-221/2/
(Millions of U.S. dollars, unless otherwise noted)

Expenditure category FY 17 FY 18 FY 19 FY 20 FY21 FY 22 Proj
Personnel expenses 922 962 995 1,028 1,049 1,107
Salaries 569 603 619 641 657 700
Other personnel expenditures 348 354 371 383 391 398
Retirement benefits 3/ 4/ 157 162 168 178 180 185
Health benefits 45 44 47 49 51 54
Tax allowances 39 39 41 41 41 40
Home leave 29 29 31 31 41 40
Children's education allowances 28 29 32 32 39 43
Overseas allowances 19 20 21 22 15 12
Training and study allowances 10 11 11 10 9 6
Spouse and child allowances 7 7 7 7 7 6
Other benefits 14 13 13 14 9 11
Spouse points and emergency travel 1 1 2 1 0 0
Life insurance and death benefits 1 1 1 1 1 1
Settlement allowances 5 6 5 5 4 6
SBF and other separation incentives 7 5 6 7 4 4
Staff Services 0 0 0 0 0 0
Other misc. personnel expenditures 5/ 5 5 5 5 1 9
IMF Institute participant allowances 3 3 3 2 0 0
Social and welfare expenses 2 3 2 3 1 9

Memorandum items:

Total gross expenditures 1,255 1,309 1,346 1,350 1,268 1,367
Personnel expenses (percent of total) 74 73 74 76 83 81
Salaries (share of total personnel expenses) 62 63 62 62 63 63
Other personnel expenditures (share of pers. exp.) 38 37 38 38 37 37
Total personnel expenses (in FY 21 dollars) 1,043 1,056 1,069 1,075 1,068 1,107
Salaries 644 661 665 670 669 700
Other personnel and misc. personnel expenditures 399 394 404 405 399 407

Source: OBP.

Reflects currentexpense categories in the chart of accounts. #Includes donor financing. Includes the Staff Retirement Plan
(SRP), 401K retirement accounts, and Retired Staff Benefits Investment Account (RSBIA). #FY16-17 reflectadditional
contributionsto the RSBIA. ¥Includes ICD participants' allowances, and social and welfare expenses.
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Table 3. Gross Administrative Expenditures: Travel, FY17-22
(Millions of U.S. dollars)

FY 17 FY 18 FY 191/ FY 20 FY 21 FY 22

Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Proj. Outturn

Expenditures 123 115 126 121 135 126 134 97 133 16 134 25

Business travel 98 88 99 92 1 99 107 72 103 1 103 13

Transportation 98 49 99 52 1 56 102 41 98 1 91 10

Per diem 39 40 43 6 31 5 0 12 3

Seminars & other 14 15 15 18 14 18 16 14 19 1 20 1

Other travel 12 1 12 1 10 10 10 10 10 14 1 1
Source: OBP.

VIncludes travel to the Annual Meetings in Bali ($6 millionin FY19).

Table 4. Gross Administrative Expenditures: Buildings and Other Expenses, FY17-22
(Millions of U.S. dollars)

FY 17 FY 18 FY 19 FY 20 Fy 21 FY 22

Proj.
Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn

Buildings and other expenses 205 218 209 226 215 224 224 225 230 203 239 235
Building occupancy 59 65 63 68 67 69 70 69 73 68 77 64
Information technology 61 65 65 69 69 66 72 67 73 67 75 66
Subscriptions and printing 19 21 21 22 20 21 14 20 21 18 21 19
Communications 7 8 8 8 8 8 8 8 8 7 8 7
Supplies and equipment 6 6 4 7 4 6 4 5 4 2 4 4
Miscellaneous 1/ 52 53 50 52 46 55 57 56 52 41 54 74

Source: OBP.

Excludes contingency. Mainly for contractual services, for example, translation and interpretation services, external audit, as
well as other consulting serviceson business practicesand processes.

Table 5. Gross Administrative Expenditures: Receipts FY17-22
(Millions of U.S. dollars)

FY 17 FY 18 FY 19 FY 20 FY 21 FY 22
Proj.
Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn
Receipts 200 189 211 211 236 214 239 199 243 142 246 189
Externally-financed 160 153 172 174 196 178 200 168 206 118 210 163
General receipts 1/ 40 35 39 37 40 36 39 31 37 23 36 26
Source: OBP.

YIncludes Trust Fund Management Fees.
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Table 6. Net Administrative Expenditures by Department, FY18-221
(Millions of U.S. dollars)

FY 18 FY 19 FY 20 FY 21 FY 22
Budget 2/ Outturn  Budget2/ Outturn Budget2/ Outturn Budget2/ Outturn Budget 2/ Proj.

Outturn

Area 295 292 302 300 312 303 306 295 319 316
African 85 86 89 89 93 91 92 88 96 96
Asia and Pacific 43 43 44 44 46 46 45 45 47 47
European 69 66 69 68 71 68 66 63 68 66
Middle East and Central Asia 51 51 52 52 53 49 52 50 55 55
Western Hemisphere 46 46 47 47 50 49 51 49 54 52
Functional non-CD 163 161 167 165 170 170 180 174 189 187
Communications 37 37 38 36 39 36 38 36 39 39
Finance 36 34 36 35 37 38 41 40 43 43
Research 36 35 35 35 36 36 39 36 40 40
Strategy, Policy and Review 54 54 58 59 58 61 63 61 66 66
Functional CD 246 245 260 256 266 259 259 252 274 270
Fiscal Affairs 61 61 62 62 63 62 63 64 67 68
Institute for Capacity Development 34 34 34 34 35 33 32 30 33 31
Legal 27 26 28 28 30 30 31 29 32 32
Monetary and Capital Markets 84 83 86 85 87 86 85 83 91 89
Statistics 41 40 49 46 50 48 49 47 52 50
Support/offices 311 305 310 300 319 303 339 315 337 328
Corporate Services and Facilities 95 95 100 99 102 99 112 108 110 110
Information Technology 106 106 107 104 108 104 112 102 109 106
Human Resources 36 35 38 38 42 41 50 47 48 46
Risk Management 3 2 3 3 3 3 4 3 4 3
Secretary's 23 23 23 21 24 20 22 19 25 23
Office of Budget and Planning 5 5 5 5 5 5 6 5 6 6
Office of Internal Audit and Inspection 5 5 5 5 5 5 6 5 6 6
Office of the Managing Director 10 10 11 11 1 11 11 10 12 11
Other small offices 3/ 27 23 17 15 18 15 17 15 18 17
Total departments/offices 1,015 1,003 1,039 1,022 1,066 1,035 1,084 1,035 1,120 1,102
Others 93 73 97 75 97 75 92 7 97 73
Independent Evaluation Office 7 6 7 6 7 7 7 6 7 6
Office of Executive Directors 87 67 91 69 90 68 85 65 89 66
Central accounts 4/ 40 28 44 37 42 41 65 20 111 4
Total 1,148 1,104 1,181 1,134 1,205 1,150 1,241 1,126 1,327 1,178

Source: OBP.

"Working budget Excludes external financing. Based on departmental projections. #Represents total available resources,
i.e, approved budget plus carryforward. ¥Includes training institutes overseas and small officesat HQ. #Includes
contingencies and resources in centrally administered accounts, e.g., for the residentrepresentative program, HR -related
programs, standard cost adjustments.
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Table 7. Fund-financed FTE Utilization by Department/Office, FY18-22

FY 18 FY 19 FY 20 FY 21 FY 22
Approved Proj.
Budget Outturn 3/

Area 788 799 799 804 781 832
African 221 226 229 232 227 248
Asia and Pacific 114 114 116 123 113 122
European 186 189 187 177 172 178
Middle Eastern and Central Asia 134 137 129 134 136 144
Western Hemisphere 133 133 138 138 133 141

Functional non-CD 505 511 522 526 502 561
Communications 91 87 88 90 90 92
Finance 128 129 132 136 127 143
Strategy, Policy, and Review 174 183 188 188 174 202
Research 112 112 113 112 112 125

Functional CD 707 710 718 730 730 766
Fiscal Affairs 161 160 160 161 161 182
Institute for Capacity Development 123 124 128 126 123 121
Legal 77 80 80 86 83 90
Monetary and Capital Markets 220 221 228 234 228 245
Statistics 127 126 122 123 134 129

Support/others 556 565 566 598 603 600
Corporate Services and Facilities 159 160 158 162 162 163
Information Technology 153 145 144 139 153 145
Human Resources 88 96 99 130 110 119
Office of Budget and Planning 16 17 16 17 16 18
Office of Internal Audit 12 13 13 12 16 14
Office of Risk Management 2 9 10 9 10 9
Secretary's 59 59 60 63 66 68
Office of the Managing Director 25 25 25 26 26 26
Other small offices 1/ 43 40 40 42 44 38

Central allocation 2/ 11 17 17 7 18 7

Total departments/offices 2,568 2,603 2,622 2,666 2,633 2,766

Others 262 263 264 262 255 263
Independent Evaluation Office 15 15 15 15 15 16
Office of Executive Directors 247 247 249 247 240 247

Total (excl. donor financed) 2,830 2,865 2,886 2,928 2,888 3,029

Source: OBP "Includes training institutes overseas and small offices at HQ. #Includes HR-related programs.
3/Projected outtum based on departmental projections.
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Table 8a. Fund-Financed Gross Administrative Spending Estimates
by Output (indirect costs allocated), FY20-221/

Millions of FY 22 U.S. dollars Percent of total
FY 22 FY 22
FY 20 FY 21 Est. Proj. FY 20 FY 21 Est. Proj.
Resources Outturn Resources  Outturn
Total 1,238 1,196 1,249 1,204 100.0 100.0 100.0 100.0
Multilateral surveillance 271 283 329 313 21.9 23.7 26.3 26.0
Global economic analysis 128 130 141 134 103 10.8 113 111
WEO 20 20 20 19 16 16 16 16
GFSR 15 16 16 15 1.2 14 1.3 1.2
General research 40 40 46 44 32 34 37 36
General outreach 53 53 59 56 43 45 47 47
Support and Inputs to Multilateral Forums and Consultations 24 22 25 24 1.9 1.8 2.0 2.0
Multilateral consultations 5 4 4 4 0.4 03 04 0.4
Support and Inputs to multilateral forums 19 18 21 20 15 15 17 16
Tools to prevent and resolve systemic crises 75 85 115 109 6.1 7.2 9.2 9.1
Analysis of vulnerabilities and imbalances 24 28 25 24 2.0 23 2.0 20
Other cross cutting analysis 45 50 58 56 37 4.2 4.7 4.6
Fiscal Monitor 6 7 7 6 0.5 0.6 0.5 0.5
CD Analytics and Development 0 0 25 24 - - 2.0 2.0
Regional approaches to ec ic stability 45 46 48 46 3.6 3.9 3.8 3.8
REOs 21 20 20 19 17 17 16 16
Surveillance of regional bodies 7 8 7 7 0.6 0.7 0.6 0.6
Other regional projects 17 18 21 19 14 15 16 16
Oversight of global systems 154 157 196 185 12.4 13.2 15.7 15.3
Development of international financial architecture 56 51 51 48 4.5 4.3 4.0 3.9
Work with FSB and other international bodies 7 7 8 8 0.6 0.6 0.7 0.7
Other work on monetary, financial, and capital markets issues 49 44 42 40 39 3.6 34 33
Data transparency 38 40 46 43 3.1 34 3.7 3.6
Statistical information/data 28 30 33 31 23 2.5 2.6 2.6
Statistical manuals 2 5 6 6 0.2 0.4 0.5 0.5
Statistical methodologies 7 5 7 6 0.6 0.4 0.5 0.5
The role of the Fund 60 66 100 94 4.8 5.5 8.0 7.8
Development and review of Fund policies and facilities excl. PRGT 25 28 31 30 2.0 24 2.5 2.5
Development and review of Fund policies and facilities - PRGT 15 14 17 16 12 12 14 13
Development and review of Fund policies and facilities - GRA 9 11 10 9 0.7 0.9 0.8 0.8
Quota and voice 6 5 7 7 0.5 0.5 0.6 0.6
SDR issues 4 7 17 16 0.3 0.6 14 13
CD strategy, governance, and oversight 0 0 17 16 - - 14 13
Bilateral surveillance 327 259 288 314 26.5 21.7 23.1 26.0
Assessment of economic policies and risks 290 237 255 277 234 19.8 20.4 23.0
Article IV consultations 214 160 186 203 173 134 149 16.9
Other bilateral surveillance 75 77 68 74 6.1 6.4 55 6.2
Financial soundness evaluations - FSAPs/OFCs 31 16 27 29 2.5 1.4 2.2 2.4
Standards and Codes evaluations 7 6 6 7 0.5 0.5 0.5 0.6
Lending (incl. non-financial instruments) 211 240 242 219 17.0 20.1 19.4 18.2
Arrangements supported by Fund resources 171 211 206 186 13.8 17.6 16.5 15.5
Programs and precautionary arrangements supported by general 95 115 116 105 7.7 9.6 9.3 8.7
Programs supported by PRGT resources 76 96 90 82 6.1 8.0 7.2 6.8
Non-financial instruments and debt relief 39 30 36 33 3.2 2.5 2.9 2.7
Capacity development 241 224 174 154 19.5 18.7 13.9 12.8
CD Delivery 241 224 174 154 19.5 18.7 13.9 12.8
Miscellaneous 2/ 33 32 20 20 2.7 2.7 1.6 1.7

Sources: OBP, Analytic Costing and Estimation System (ACES). Staff estimations.

/Support and govemance costs areallocated to outputs. FY22 numbers reflect the splitof CD output codes to Direct
Delivery, A&D, policy work, and M&A, as well as the CCE account treatment. #The "Miscellaneous" classification includes
expendituresthat currently cannotbe properly allocated to spedfic outputs within the ACES model. Difference to FTF
allocation represents mapping of direct departmental costs to IMF governance.
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Table 8b. Total Gross Administrative Spending Estimates
by Output (indirect costs allocated), FY20-22"/

Millions of FY 22 U.S. dollars

Percent of total

FY 22 FY 22
FY 20 FY 21 Est. Proj. FY 20 FY 21 Est. Proj.
Resources  Qutturn Resources Outturn
Total 1,414 1,297 1,460 1,367 100.0 100.0 100.0 100.0
Multilateral surveillance 271 283 349 328 19.2 21.8 23.9 24.0
Global economic analysis 128 130 141 134 9.0 10.0 9.6 9.8
WEO 20 20 20 19 14 15 14 14
GFSR 15 16 16 15 1.0 13 1.1 1.1
General research 40 40 46 44 2.8 3.1 32 3.2
General outreach 53 53 59 56 38 4.1 4.1 4.1
Support and Inputs to Multilateral Forums and Consultations 24 22 25 24 1.7 17 1.7 1.8
Multilateral consultations 5 4 4 4 03 03 03 03
Support and Inputs to multilateral forums 19 18 21 20 13 14 14 14
Tools to prevent and resolve systemic crises 75 85 135 125 5.3 6.6 9.3 9.1
Analysis of vulnerabilities and imbalances 24 28 25 24 17 22 17 17
Other cross cutting analysis 45 50 58 56 32 39 4.0 4.1
Fiscal Monitor 6 7 7 6 04 0.5 04 05
CD Analytics and Development 0 0 45 39 - 3.1 29
Regional approaches to economic stability 45 46 48 46 3.2 36 3.3 3.3
REOs 21 20 20 19 15 15 14 14
Surveillance of regional bodies 7 8 7 7 0.5 0.6 0.5 05
Other regional projects 17 18 21 19 12 14 14 14
Oversight of global systems 154 157 197 185 10.9 121 135 13.6
Development of international financial architecture 56 51 51 48 3.9 3.9 35 35
Work with FSB and other international bodies 7 7 8 8 0.5 0.6 0.6 06
Other work on monetary, financial, and capital markets issues 49 44 42 40 35 34 29 29
Data transparency 38 40 46 43 2.7 3.1 3.1 3.2
Statistical information/data 28 30 33 31 20 23 23 23
Statistical manuals 2 5 6 6 02 04 04 04
Statistical methodologies 7 5 7 6 05 04 04 0.5
The role of the Fund 60 66 101 95 43 5.1 6.9 6.9
Development and review of Fund policies and facilities excl. PRGT and GRA 26 28 31 30 18 22 22 22
Development and review of Fund policies and facilities - PRGT 15 14 17 16 11 11 12 12
Development and review of Fund policies and facilities - GRA 9 1" 10 9 0.6 09 0.7 0.7
Quota and voice 6 5 7 7 04 04 0.5 05
SDR issues 4 7 17 16 03 0.5 12 12
CD strategy, governance, and oversight 0 0 18 17 - 13 13
Bilateral surveillance 328 259 288 314 23.2 20.0 19.7 229
Assessment of economic policies and risks 290 237 255 277 20.5 183 174 203
Article IV consultations 214 160 186 203 152 124 128 148
Other bilateral surveillance 75 77 68 74 53 5.9 47 54
Financial soundness evaluations - FSAPs/OFCs 31 16 27 29 2.2 13 1.8 22
Standards and Codes evaluations 7 6 6 7 0.5 0.4 0.4 0.5
Lending (incl. non-financial instruments) 211 240 242 219 149 185 16.6 16.0
Arrangements supported by Fund resources 171 211 206 186 12.1 16.2 14.1 13.6
Programs and precautionary arrangements supported by general resources 95 115 116 105 6.8 89 79 77
Programs supported by PRGT resources 76 96 90 82 54 74 6.2 6.0
Non-financial instruments and debt relief 39 30 36 33 2.8 23 25 24
Capacity development 411 338 355 293 29.0 26.0 243 214
CD Delivery 411 338 355 293 29.0 26.0 243 214
Miscellaneous 2/ 39 20 28 28 238 15 1.9 2.1

Sources: OBP, Analytic Costing and Estimation System (ACES). Staff estimations.

allocation represents mapping of direct departmental costs to IMF governance.

/Support and govemance costs areallocated to outputs. FY22 numbers reflect the splitof CD outputcodes to Direct
Delivery, A&D, policy work, and M&A, as well as the CCE account treatment. #The "Miscellaneous" classification includes
expendituresthat currently cannotbe properly allocated to spedfic outputs within the ACES model. Difference to FTF
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Table 8c.

Fund-Financed Gross Administrative Spending Estimates
by Output (direct costs), FY20-221/

Millions of FY 22 U.S. dollars Percent of Direct
FY 22 FY 22
FY 20 FY 21 Est. Proj. FY 20 FY 21 Est. Proj.
Resources Outturn Resources Outturn
Direct 1,238 1,196 1249 1,204 100.0 100.0 100.0 100.0
Multilateral surveillance 180 187 214 204 14.6 15.7 171 17.0
Global economic analysis 89 90 98 94 7.2 7.5 7.9 7.8
WEO 12 12 13 12 1.0 1.0 1.0 1.0
GFSR 9 1 10 10 0.8 0.9 0.8 0.8
General research 25 25 30 29 20 2.1 24 24
General outreach 41 41 45 43 34 34 36 36
Support and Inputs to Multilateral Forums and Consultations 15 14 16 15 1.2 1.2 13 13
Multilateral consultations 3 2 3 3 0.2 0.2 02 0.2
Support and Inputs to multilateral forums 12 1" 13 12 1.0 1.0 1.0 1.0
Tools to prevent and resolve systemic crises 47 54 68 65 3.8 45 5.5 5.4
Analysis of vulnerabilities and imbalances 15 18 16 15 12 15 12 12
Other cross cutting analysis 29 32 38 36 23 27 3.0 3.0
Fiscal Monitor 4 4 4 4 03 0.4 03 0.3
CD Analytics and Development 0 0 " 10 - - 0.9 0.8
Regional approaches to ec ic stability 29 30 32 30 24 2.5 2.5 2.5
REOs 13 13 13 13 1.1 1.1 1.1 1.1
Surveillance of regional bodies 5 5 5 5 0.4 0.4 0.4 0.4
Other regional projects 1 12 14 13 0.9 1.0 1.1 1.1
Oversight of global systems 99 100 122 119 8.0 8.4 9.8 9.9
Development of international financial architecture 36 33 31 30 2.9 2.8 25 2.5
Work with FSB and other international bodies 5 5 6 6 0.4 0.4 0.5 0.5
Other work on monetary, financial, and capital markets issues 32 28 26 25 25 24 2.1 2.1
Data transparency 24 25 30 29 2.0 2.1 2.4 24
Statistical information/data 18 19 21 20 1.5 1.5 1.7 1.7
Statistical manuals 1 4 4 4 0.1 0.3 03 0.3
Statistical methodologies 5 3 4 4 04 0.3 03 03
The role of the Fund 39 42 61 59 3.1 3.5 4.9 4.9
Development and review of Fund policies and facilities excl. PRGT and GRA 16 17 19 19 13 14 1.6 1.6
Development and review of Fund policies and facilities - PRGT 10 9 10 10 0.8 0.7 0.8 0.8
Development and review of Fund policies and facilities - GRA 6 7 6 6 0.5 0.6 0.5 0.5
Quota and voice 4 4 5 5 03 03 04 0.4
SDR issues 3 5 1 1 0.2 04 0.9 0.9
CD strategy, governance, and oversight 0 0 10 9 - - 0.8 0.8
Bilateral surveillance 220 165 173 204 17.8 13.8 13.9 16.9
Assessment of economic policies and risks 185 151 153 181 14.9 12.7 12.3 15.0
Article IV consultations 137 103 113 133 11.0 8.6 9.0 11.0
Other bilateral surveillance 48 49 41 48 3.9 4.1 33 4.0
Financial soundness evaluations - FSAPs/OFCs 31 10 16 19 2.5 0.9 13 1.5
Standards and Codes evaluations 4 3 4 5 0.3 0.3 0.3 0.4
Lending (incl. non-financial instruments) 138 155 165 145 11.1 13.0 13.2 121
Arrangements supported by Fund resources 112 136 140 123 9.0 114 11.2 10.2
Programs and precautionary arrangements supported by general resources 63 74 77 68 5.1 6.2 6.2 5.6
Programs supported by PRGT resources 49 62 63 55 39 5.2 5.0 46
Capacity development 145 134 62 50 11.8 11.2 4.9 4.1
CD Delivery 145 134 62 50 11.8 1.2 4.9 4.1
Support and Governance 433 423 493 462 35.0 35.3 39.4 384
Miscellaneous 2/ 22 32 20 20 1.8 2.7 1.6 1.7

Sources: OBP, Analytic Costing and Estimation System (ACES). Staff estimations.

YSupport and govemance costs areshown as a separate item, as well as the CCEaccounttreatment. FY22 numbers
reflect the split of CD output codesto Direct Delivery, A&D, policy work, and M&A 2The "Miscellaneous" classification
includes expenditures thatcurrently cannotbe properly allocated to specific outputs within the ACES model. Difference
to FTF allocation represents mapping of direct departmental coststo IMF govemance.
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(Millions of U.S. dollars)

Table 9. Capital Expenditures, FY16-22

IT Cloud
Formula Key Facilities Information Capital HQ1 Total
Technology Equivalent  Renewal Capital
FY 16
New appropriations (16) 14.4 27.7 1320 3/ 1741
Total funds available (17)= (15)+(16) 445 40.6 3494 4345
Expenditures (18) 14.6 25.8 90.1 130.5
Lapsed funds 1/ (19) 04 0.1 0.0 0.6
Remaining funds 2/ (20) = (17)-(18)-(19) 294 14.7 259.2 3034
FY 17
New appropriations 21) 325 28.0 0.0 60.5
Total funds available (22)= (20)+(21) 62.0 427 259.2 3639
Expenditures (23) 179 279 76.3 122.1
Lapsed funds 1/ (24) 54 0.2 0.0 5.6
Remaining funds 2/ (25) = (22)-(23)-(24) 38.7 146 1829 236.2
FY 18
New appropriations (26) 314 35.0 0.0 66.4
Total funds available (27)= (25)+(26) 70.1 49.6 182.9 302.6
Expenditures (28) 223 314 62.3 116.0
Lapsed funds 1/ (29) 03 0.0 0.0 03
Remaining funds (30) = (27)-(28)-(29) 474 18.2 120.6 186.3
FY 19
New appropriations (31 355 359 0.0 714
Total funds available (32)= (30)+(31) 82.8 54.1 120.6 257.5
Expenditures (33) 28.7 30.9 81.6 141.2
Lapsed funds 1/ (34) 5.9 0.0 0.0 5.9
Remaining funds (35) = (27)-(28)-(29) 48.1 232 39.0 1104
FY 20
New appropriations (36) 40.8 45.0 0.0 85.8
Total funds available (37)= (35)+(36) 88.9 68.2 39.0 196.2
Expenditures (38) 41.8 42.2 22.8 106.8
Lapsed funds 1/ (39 1.8 0.0 0.0 1.8
Remaining funds (40) = (38)-(39) 454 26.0 16.2 87.6
FY 21
New appropriations (41) 424 56.3 0.0 98.7
Total funds available (42)= (40)+(41) 87.8 82.3 16.2 186.3
Expenditures (43) 25.7 49.7 1.5 76.9
Lapsed funds 1/ (44) 2.5 0.0 0.0 25
Remaining funds (45) = (42)-(43)-(44) 59.6 326 14.7 106.9
FY 22
New appropriations (46) 235 46.0 9.5 0.0 79.0
Total funds available (47)= (45)+(46) 83.1 78.6 9.5 14.7 185.9
Expenditures (Est.) (48) 204 55.0 9.5 -08 4/ 84.1
Lapsed funds 1/ (49) 83 0.0 0.0 83
Remaining funds (Est.) 2/ (50) = (47)-(48)-(49) 544 23.6 0.0 15.5 935

Sources: OBP, CSF,ITD. VFigures reflect funds thatwere not spentwithin the three-yearappropriation
period. ¥Figures reflect the unspent amountof the budget appropriation in the period concerned. Those
funds can be used for authorized projects in the remaining period(s). ¥ Additional appropriations were
approved for the HQ1 Renewal Program during FY16. % Reflects project closeout accounting adjustments,
mainly the return of contractor retainage thatwas not utilized
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EXECUTIVE SUMMARY

Context. The pandemic and war in Ukraine are weighing on the global economy.
Uncertain monetary conditions are also complicating economic management. Members
are addressing the fallout, often with constrained policy space, while also seeking a
durable, inclusive structural transformation to address the macro-financial implications

of climate change, digital money, fragility, and inequality.

FY23-25 framework. After a decade of flat real budgets, the FY23-25 framework
includes a phased augmentation to ramp up work in areas of the Fund’'s mandate to
support this structural transformation, working with partners and with reversion to a flat
real envelope in FY26. In parallel, temporary crisis resources are being wound down,
carefully paced given risks to the outlook. The Fund is adopting a hybrid work model,
building on crisis lessons, while continuing to modernize operations and facilities.

FY23 administrative budget. The proposed budget ($1,295 million, a 1.8 percent real
increase versus FY22) builds on extensive reprioritization and savings and the first phase
of the augmentation. It recognizes members’ changing needs, with resourcing for
deepening work on debtand governance. It also steps up the Fund'’s efforts to support
a greener, digital, and more inclusive global economy. At the same time, the Fund will
need to remain agile, reprioritizing as needed given rapidly evolving circumstances.

External funding. Externally funded spending will continue to recover as travel-related
capacity building picks up. A four-percent real increase in the limit for external
resources (to $230 million) is proposed to support the structural transformation
agenda. A carryforward mechanism for external financing is also proposed.

FY23 capital budget. Capital spending will be moderated in FY23, allowing critical
investments but also time to take on board lessons from the remote environment and
recent modernization experience. The new cloud-capital equivalent framework
approved last year recognizes the changing nature of IT investment and provides a
transparent framework for reporting on this spending.

Sustainability. The FY23-25 budgetis consistent with the Fund’'s medium-term income
position and precautionary balance target.
Risks to the budget remain elevated, due, inter alia, to uncertainty in program demand,

the early stage of work to support members’ structural transformation, the new hybrid
model, and inflation developments. Enterprise risk management continues to be

strengthened.
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Abbreviation and Acronyms

ACES Analytic Costing and Estimation System

AD Area Departments

AFR African Department

APD Asia & Pacific Department

CCAM Caucasus, Central Asia, and Mongolia

CCAMTAC Caucasus, Central Asia, and Mongolia Technical Assistance Center
CCBR Comprehensive Compensation and Benefits Review
CcD Capacity Development

CDFF Capacity Development Fund-financed

CDEF Capacity Development Externally financed

CDMAP Capacity Development Management and Administration Program
COM Communications Department

CSF Corporate Services and Facilities Department

CSR Comprehensive Surveillance Review

EUR European Department

FAD Fiscal Affairs Department

FCS Fragile and Conflict-Affected States

FGF Fund Governance and Fund Finances

FIN Finance Department

FSAP Financial Sector Assessment Program

FTE Full-Time Equivalent

GED Global External Deflator

GPA Global Policy Agenda

GRA General Resource Account

HRD Human Resources Department

ICD Institute for Capacity Development

iDW Integrated Digital Workplace

IEO Independent Evaluation Office

ISU Internal Support

ITD Information Technology Department

LEG Legal Department

MCD Middle East & Central Asia Department

MCM Monetary and Capital Markets Department

MSGS Multilateral Surveillance, Global Cooperation and Standard Setting
MTB Medium-Term Budget

NAB Net Administrative Budget

OBP Office of Budget and Planning

OED Office of Executive Directors

OIA Office of Internal Audit
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oIC
ORM
PFTAC
PRGT
RST
RES
RFI
RTAC
SEC
SPR
STA
BSL
TRM
TFMF
WHD

Office of Innovation and Change

Office of Risk Management

Pacific Financial Technical Assistance Centre
Poverty Reduction and Growth Trust
Resilience and Sustainability Trust
Research Department

Rapid Financing Instrument

Regional Training Assistance Center
Secretary's Department

Strategy, Policy, and Review Department
Statistics Department

Bilateral Surveillance and lending

Office of Transformation Management
Trust Fund Management Fee

Western Hemisphere Department
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B SECTION 1. OVERVIEW

1. Calibration and acceleration. The Managing Director's Fall 2021 Global Policy Agenda and
Statement on the Executive Board Work Program emphasize the imperative for the Fund to adaptto
the changing needs of its members. In the period since this discussion, the war in Ukraine has

brought dramatic human, as well as economic, consequences, with related spillovers to the region
and the world through commodity markets, trade, and financial channels. Inflation dynamics in
major markets have also contributed to

Figure 1. Net Administrative Budget, FY03-22

uncertainty. The Fund will work to (Millions of FY22 U.S. dollars) (REVISED)
support members adversely affected by 1,350
the war, while continuing to help 1300
countries calibrate their response to the 1,250
COVID-related economic crisis, and 1,200 \/
accelerate transformation towards a 1,150
greener, digital, and more inclusive global 1100
economy. The Fund itself is taking on 1050 — Budget
. 1,000 = Qutturn

board lessons from the pandemic by 050
investing in a hybrid work model and, 83888y erR2 g

. . . Iz zzEzzzzzZN
more broadly, incorporating lessons in >
modernization efforts. Sources: FACTS, OBP.
2. Budget agility. The Fund’s nimble response to the protracted crisis continues a tradition of

budget agility (Figure 1). During the pasttwo decades, the Fund has revisited the scale of needs,
including the implications of the global financial crisis. Since FY12, it has operated under a flat real
budget envelope, addressing changing needs through reprioritization and savings.

e Reprioritization in the last decade:

The Fund has expanded its core Figure 2. Reprioritization Over the Last Decade
activities throug h broad-based Flat real budget maintained through reprioritization and efficiencies
reprioritization and savings (see FY22-24 [ covernance |
. .
Medium-Term Budget, Box 1). This
. Risk Management
process provided space to expand core [T and Physical Socurity
. H Macrofinancial Surveillance
work and address new priority areas, e
including mandatory FSAPs, external Eokanesd Comnink:s ion
. (BpandedcD
sector and spillover work, governance
External Sector Report
and broader macro-structural work, and Mandatory FSAPs for 520
macro_flnanCIal Survelllance (Flgure 2) FY 12 FY 13 FY 14 FY 15 FY 16 FY17 Fy18 FY 19 FY 20 FY 21
Source: OBP.
3. Reprioritization during the

pandemic: Savings from a pandemic-related moratorium on travel and the deferral of non-urgent
work allowed for a rapid shift of resources to crisis needs, supported by a temporary ramp-up in
crisis-related staffing. As highlighted in the 2021 Annual Report, the crisis response included
financial support to member countries, a policy tracker, enhanced work on debt, instrument
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retooling and the approval of a new SDR allocation, as well as work on strategies to support
structural transformation in the face of longer-term global challenges. Overall, about 12 percent of
budget resources were reprogrammed to crisis needs and new priorities in FY21, and an additional

9 percentin FY22, well above norms given the extraordinary nature of needs and the large impact of
reprogramming travel resources to crisis needs.

4. Inflection point. In its Fall 2021 communiqué, the IMFC called on the Fund to help
members achieve a durable and inclusive structural transformation, including through stepped up
work—in line with its mandate and through continued effective collaboration with partners—to
identify and manage the macro-financial risks and the macro-critical implications of climate change,
digital money, fragility, and inequality. This agenda recognized the centrality of these challenges to
the global economy and to the Fund'’s effectiveness in carrying out its mandate in support of its
membership. The Board has agreed on a Budget Augmentation Framework to support these efforts,

with annual augmentations averaging two percent over the next three years, returning to a flat real
envelope thereafter. The framework protects funds for existing core work while addressing work
pressures that had increased to unsustainable levels during the pandemic (Figure 3).

Figure 3. Average Overtime Rate and Annual Leave (REVISED)

Average Overtime, FY19-22" Average Annual Leave by Dept Type, FY20-22"
(Staff only, percent) (Staff only, days)
25
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FY19 FY20 Fy21 Fy22
B Overtime Rate —+—4 Quarter Moving Avg. —+—4 Quarter Moving Median

Functional  Functional

B May-Jan FY22 — May-Apr FY21 - May-Apr FY20

Excludesregional offices. Percentofactual hoursworked Excludesregional offices.

5. FY23 budget. The proposed budget maintains exceptional support for the Fund’s response
to the ongoing COVID-19 crisis. The unwinding of temporary crisis staffing will be initiated in FY23,
recognizing the need for a paced reduction, but also the need for prudence given uncertainty
regarding the duration of COVID-19 crisis needs and of the regional and global impact of the war in
Ukraine. The Fund will remain nimble and respond to members’ emerging needs, including by
reallocating budget resources within year as needed. The budget allocates resources to climate,
digital money, macrofinancial surveillance, fragility, inclusion, debt, governance, updates to the
Fund'’s financial infrastructure and risk framework, and support for a changing workplace. Externally
funded operations will also continue to complement Fund-financed capacity development (CD). The
capital budget will advance the Fund’'s modernization agenda, taking on board lessons from early
implementation and operating in a remote environment.
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6. Paper structure. Section Il provides an initial overview of the FY22 budget execution.
Section Il looks at the key medium-term issues that will shape the Fund'’s budget outlook. Section
IV details the proposed FY23 budget. Section V looks at the FY23 capital budget, section VI
considers risks and mitigating measures, and section VIl presents FY23 proposed decisions.

2 SECTION II. FY22 DEVELOPMENTS

A. FY22 Administrative Budget

7. Building forward better. The COVID-

19 crisis exacerbated pre-pandemic Key Achievements in FY22 (REVISED)

vulnerabilities, and the latest wave has slowed Country Operations:
the pace of recovery, amidst diverging country e 22 financing operations approved (47 active,
prospects. Staff efforts in FY22 have sustained including 6 emergency operations) as of mid-

. . . March, with debt service relief to 30 countries.
the crisis response, including the approval of

an SDR allocation and ongoing crisis related
lending operations, while enhancing the Fund’s

e 122 Article IV consultations and 5 FSAPs planned
through April.

e 178 countries benefitted from single-country CD

toolkit and policies, and laying the foundations delivery

for a greener, digital, and more inclusive global e Implementation ofthe G20 DSSI debt service relief
economy. This was achieved through and the Common Framework for debt treatments
reallocation of resources within the flat real Multilateral Surveillance

budget. e Flagships focused on pandemicresponse, crypto

J s I assets, public finances, and global imbalances
e Crisis needs. A total $59.3 million in
e Multilateral Leaders Task Force established

temporary resourcing, including 135 net .
e COVID-19 Vaccine Supply Tracker

positions, were allocated to departments,
supported by repurposing of travel
budgets and other non-urgent
expenditures, as well as continuation of a

e  Final Covid policy tracker update
Policy/Financial

e Comprehensive Surveillance Review completed

temporary increase in the limit on * FSAP Review completed

carryforward of unused funds from e Review of the Institutional View on Capital Flows
previous years (Table 1). While e Climate change strategyapproved
engagement with authorities remains e Digital moneystrategyapproved

largely virtual, lending has steadily e FCS strategy approved

increased, FSAPs and Article IV e Inclusion and gender strategy discussed with
consultations have resumed, and CD has formal presentationin June.

prioritized support for crisis-related issues, * SDRallocationof$650 billionapproved
including strengthening payment systems e Initial work—Resilience and Sustainability Trust
to monitor and report on crisis spending, Internal Support

expanding the revenue base, and e Investment in risk framework

enhancing revenue administration. Lending o Budget augmentation framework approved

is shifting from emergency to medium- e Hybrid work model and broader modernization

term operations, with some members likely
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to face complex debt challenges. The Fund has also played a lead role in the Global Health and

Pandemic Response vaccine taskforce.

e FY22 administrative spending (rebased to
exclude travel) is expected to increase across
most workstreams, drawing on temporary
crisis-related resourcing (Figure 4). Overall
direct country engagement is estimated to
increase by 9 percent year-on-year, driven by
lending and surveillance operations. CD-related
spending is also expected to rise based on a
partial recovery in externally financed spending.
Fund-financed CD is projected to decline,
reflecting other demands and crisis-related
interruption in some areas. CDMAP also
introduced new time-reporting procedures that
may affect CD reporting; change management
efforts are ongoing to familiarize users with
new practices and mitigate any impacts.

Table 1. FY22 Crisis Funding

(Millions of FY22 US dollars, unless otherwise noted)

$  Inpercent”

Crisis Demands 96 7.9
Area/Functional Dept. 79
Support 10
Other 7
Crisis Funding 96 7.9
Crisis Savings 37 3.1
Area/Functional Dept. 36
Support 1
Temporary funds 59 4.9
Travel/Events 33
Carry forward/other 26

Sources: OBP estimates. /Percent of FY22 structural
budget.

Projected Spending by Output
(In percentage shares)

10% Global cooperation /
standards (MSGS)
15%

between delivery and other workstreams.

CD Externally
financed
Internal (CDEF)
Fund support 7%
governance and (ISU)

Fund Finances 28% €D Fund-
Feh financed
10% (CDFF)

4%

Fund Policies and BIIaFeraI

i surveillance
Analytical work . . !
(PA) Multilateral surveillance and and lending

(®SL)
25%

Total CD

Figure 4. Fund Projected Outputs, FY22 (REVISED)
Projected Change, FY22 Relative to FY21

(Millions of FY22 U.S. dollars)

-20 0 20 40 60 80

BSL

Direct Country
CDFF Operations
CDEF
PA
MSGS
FGF
ISU

Total

| Change relative to FY 21 incl. travel

Source: ACES, staff calculations. All figures (except lineon second chart) excludetravel. Miscellaneous (2 percentof
spending) also excluded. FY21 figures updated to reflect revised costing methodology for CD, with improved separation

e Support. Internal supportis expected to decline by about half a percentage point compared to
FY21, as the institution addresses continued pandemic-related needs, pivots to a post-crisis
work model, invests in strengthened control and risk mitigation, and continues work to
strengthen the HR delivery model. HQ buildings have been equipped to ensure staff health and
safety and support hybrid meeting audio-visual needs. IT services continue to enable remote
work (equipment, collaboration tools), including in our field offices, and HR policies and training
courses have also been developed to recognize impact on staff and managers. Modernization
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work has continued, albeit with some important lessons (discussed below), and with a shift to a
new IT managed service delivery model. Non-travel spending for the Annual and Spring
Meetings has also increased, given the dual virtual/in-person format.

o Externally funded CD spending, at $163 million, is projected to be broadly in line with the
planning assumption of $165 million, below the approved envelope ($210 million), largely due
to expected crisis-related reductions in travel and expert expenditures but reflecting a
$42 million recovery versus FY21. The impact of lower management fees was built into the FY22
budget. Personnel chargebacks in FY22 are near pre-pandemic levels, highlighting a recovery in
staff time on externally funded CD.

Table 2. FY22 UtilizationV
8. Projected utilization. Based on (Millions of U.S. dollars, unless otherwise noted) (REVISED)
spending during the first three quarters, FY22 Structural  Proj.  Utilization
structural utilization of the net administrative Budget  Outturn (percent)
budget is projected at 97 percent, compared Gross Expenditures 1249 1204 9%
to 95 percent in FY21 and 99 percentin FY20 Personnel 938 985 105
(pre-crisis). Improvements relative to FY21 are Travel 81 18 22
broad-based. Estimated budget utilization Buildings and Other 218 201 92
reflects a significant decline in vacancies, but a Contingency 12
continued slow resumption in travel and Receipts -36 -26 73
building occupancy, given ongoing COVID- Net Expenditures 1214 1,178 97
related constraints. No use of carryforward
: . - OBP."

resources is expected in FY22 (Table 2). Source: OBP." FY22 aggregate budgetenvelope of $1,315

million, including agreed transitional and crisisresources.

e Personnel. Recruitment has accelerated Figure 5. Vacancy Rates, FY20-22"/

in FY22, with vacancy rates near precrisis (In percent of approved FTEs) (REVISED)
levels in economics departments (Figure

5). Execution is expected to exceed the

structural personnel budget but remain ;

within the overall available envelope, )

(overall utilization of 98 percent), 1

reflecting allocation of temporary 0

resources, mainly for crisis staffing. 8
April July  October January  April July  October January April 2/
Fy20 Fy21 Fy22

o Travel. About half of travel-related Econ Depts  —m—Fund-wide

resogr.ces were reprogrammed in case Sources: Department submissions and OBP estimates
conditions allowed a faster travel VExcludes OED, IEQ. Overall positions, incl. temporary. %
resumption, recognizing significant pent- February data.

up demand from member countries. With restrictions more protracted, travel is more limited

than budgeted. The projected outturn reflects a combination of selected in-person missions,

increased hiring-related travel, and some evacuations.

e Other items. Projected underruns in other budget lines also link to uncertainty.

INTERNATIONAL MONETARY FUND 11
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o Buildings and other services: Spending is projected to be about 8 percent below
budget. The underspend is mainly due to a reduction in contractual service expenses
due to the continued remote working environment affecting maintenance and
operational services. It also reflects accounting changes related to the implementation of
the cloud-capital equivalent mechanism during the course of FY22.

o Receipts: FY22 receipts are projected to be $10 million below budget, largely due to the
extended pause in parking fees and lower Concordia occupancy, which have been met
through temporary crisis resources. Publication sales have also continued to decline.

B SECTION IIl. MEDIUM-TERM CONTEXT

9. Sustained support. The global recovery is expected to moderate, with monetary
developments in major markets, deepening
divergence, and episodic resurgences of Figure 6. Global Policy Agenda and Funding
. . . . Fall 2021 GPA Main Workst Budget &
virus variants contributed to uncertainty. : o =
ore mandate through
. . . . multilateral, regional,
The war in Ukraine and its reverberations, cimraiE SoldleyEalinl bilsteral surveillance, Baseline budget
. . . . : lending; CD; policy and
including displacement and the impact on e analytics
. . . counter growing Focus on debt, governance, Repriaritization/savings
fOOd Securlty’ has helghtened thls divergences within and and emerging needs of baseline budget
. oy . bet: tril o .
uncertainty. Country authorities will need to Freencoures s response Crisis funds (:fave':’vmgsl
. . . .. .. .. Carry forwar
continue calibrating policies to limit crisis
. . . Accelerate the IEXp:nd:d focu;»or; |
scarring and support recovery in this transformation of the otk bRl Existingand
. . . global economy to surveillance, fragilit Augmentationresources
challenging environment, while achieve a more inclusive, i
. . ' greener, and digital aninequally Reprioritization/savings
accelerating their response to the recovery | covermance e | | e
H H SDR ch ling, 16%
deepening challenges posed by climate Adequatelyresourcedand | | o SORPanEng 16T || eton/savings
change, the digital revolution, fragility, and e PROT resource mobiy S
g ! g ! g ty' | F— ‘ | Hybrid work model, ‘
|nequa||ty The Fund W|” remaln ag||e |n odern modernization agenda Admin. and capital budget

responding to members’ changing needs
within the recently agreed medium-term budget framework (Figure 6 and Table 3).

Table 3. Administrative and Capital Budget Envelopes, FY22-25
(Millions of FY22 US Dollars) (REVISED)

FY22 Budget changes FY23 FY24 FY25
Proposal
Structural Outturn . Donor Structural Indicative Structural
Demands Savings
Budget (est.) financed Budget Budget

Gross administrative budget 1,460 1,367 83 63 9 1,488 1,529 1,553

Receipts 1/ (246) (189) 3 0 9) (252) (263) (266)

Net Administrative Budget 1214 1,178 85 63 1,235 1,267 1,286

o/w annual Augmentation 22 22 25 26

o/w Annual Meetings 6

Capital Budget 2/ 79 84 74 88 88
Memorandum items:

General carryforward 3/ 88 79

Sources: FIN, OBP." Demand reflects an accounting change to align CD managementfees with
expected (versusbudgeted) externally financed activities. > Outtum reflects three-yearfunding
availability. %’FY23 general carryforward limit of 7 percent.
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A. Calibrating the Pandemic Response

10. Baseline and crisis needs. The FY23-25 budget will continue to support members in
calibrating policies to evolving pandemic conditions, counter growing divergence, and limit scarring.
Covid-related needs and those emerging from the war in Ukraine, will be met by reprioritization and
use of carryforward resources, supported by the temporary increase in the carryforward limit.
Coverage of longer-term priorities supported by the augmentation is detailed below.

e Country operations.

o Bilateral surveillance will follow priorities established in the Comprehensive Surveillance
Review and the Review of the Financial Sector Assessment Program to better integrate
macro-financial aspects, risk assessment and contingency planning, spillovers, and CD.

o Lending will be driven by upper credit tranche (UCT) arrangements, following Covid-related
emergency assistance beginning in FY20, as well as prospects of RST-supported operations

and needs sjtemming from Figure 7. Fund Financial Support FY02-231/
the economic and financial (Number of Approved Arrangements) (REVISED)
ramifications of the war in 70

Ukraine. FY22 lending is now 60 Covid-19
projected to include 22 s o
operations (versus 35 active "
requests in the FY22-24 . gpole
budget and an additional 15 "

informal expressions of ©
interest), including 16 UCT I I I I I I I I | I I
0
operations (versus 25 in ggggsggegessezese2lad

FY21). While the scale of
overall lending is lower than

Global
Financial
Crisis

[ v v v A A Y A O O A N E A S S N A R i

Fy23 (R) I
FY23 (F) —

B UCT Emergency
) 4 - Source: SPR, OBP. Actual datathrough March 2022. Projections
projected earlier, risks to the estimated based on active requests, FY23 (R), or informal enquiries,
scale of lending remain FY23 (E), by the authorities.

elevated given the uncertain global outlook (Figure 7).

o CD activities will continue to focus onthe Fund's core areas of expertise, increasing traction
through better integration with surveillance and lending, and deeper partnerships with
relevant counterparts. Work on an updated CD strategy will commence to assess ways to
continue strengthening CD, drawing on a forthcoming IEO review.

e Multilateral surveillance and global cooperation/standards. Flagships will continue to
consider complex economic and financial trade-offs, recognizing constrained room for
maneuver and longer-term challenges. Staff will continue to engage key external stakeholders,
including the G20 and G7. In FY23, staff will finalize the foundational work for updating the
Balance of Payments Manual and System of National Accounts.
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e Policy and Analytical work will include addressing debt vulnerabilities, inequality, and
governance, operationalizing the lending policies linked to the Resilience and Sustainability
Trust (RST), and reviewing the effectiveness of policies underlying use of existing instruments.

e Unwinding crisis resources. Crisis resourcing will be unwound over the three-year budget

period, recognizing the one-off nature of underlying funding. This process will beginin FY23,

with due attention to risks from the uneven recovery and ongoing uncertainty.

B. Accelerating a Durable Transformation

11.

Meeting longer-term challenges. The membership has recognized that meeting the

memberships call for stepped-up work to support a durable structural transformation outlined in

Box 1 requires both continued
strong collaboration with partners
and a targeted augmentation of
resources after a decade of flat
real budgets. The Augmentation
Framework approved in
December sets out parameters
for FY23-25, while recognizing
that the budget is subject to
annual approval within a
medium-term context. It
anticipates real augmentation of
about 2 percent per year during
FY23-25 before reverting to a flat
real trajectory, guided by sound
budget principles (Box 2).

12. Key parameters:

Focus and workstreams
(Figure 8). In steady state,
about 40 percent of
augmentation resources will
supportan expansion of the
Fund’s work on climate
change, about 30 percent
work on digital money and
strengthening macro-financial
surveillance, and another 30
on enhancing supportto FCS.
An incremental allocation of
resources will better leverage
the Fund’s work on

14 INTERNATIONAL MONETARY FUND

Box 1. Strategic Approach to Longer-Term Challenges

Climate Change. Expand climate work in macrocritical areas,
including through coverage in Article Vs, FSAPs, CD, and
flagships while building out mechanisms for collaboration with
relevant partners.

Digital Money. Deepen expertise and partnerships to tackle
the complexities and interlinkages of digital money to
safeguard international and domestic financial stability in Article
IVs, FSAPs, CD and flagships.

Macrofinancial Surveillance. Deepen progress on
macrofinancial surveillance to provide consistent coverage in
Article IVs.

Fragility. A renewed vision to enhance the IMF's role in FCS
through long-term engagements and collaboration with
partners.

Inclusion and gender. Leverage existing work and develop
tools to address inclusion and gender issues in country work,
where macro critical, partnering with relevant institutions.

Box 2. Principles Driving the Augmentation Framework

Budget prudence. The Fund will continueto realize savings
as an integral part of overall budget formulation. The
underlying strategies supported by the augmentation also
account for synergies with other workstreams. In addition, the
framework applies a 5 percent discount up front for work
under these strategies, anticipating additional efficienciesin
implementation.

Focus on mandate. The thematic strategies zero in on the
Fund’s core mandate and expertise and envisage close
collaboration with relevant partners, recognizing the need to
avoid duplication.

Sound implementation. A phased approach to
implementation over three years allows strategic, multiyear
planning, as well as flexible response to early lessons.

Sustainability. The framework recognizes the Fund’s
medium-term income outlook and precautionary balance
objectives.
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inclusion and gender. About
70 percent of augmentation
resources will strengthen
direct country support,
including about 25 percent
for Fund-financed CD.
Remaining funds will
support foundational
analytical and policy work,
multilateral surveillance, and
internal training which will
be key to mainstreaming.
Support departments (CSF,
HRD, ITD, etc.) will be
reinforced to sustain
implementation.

Phasing.

FY2023-FY2025 MEDIUM-TERM BUDGET

Figure 8. Allocation by Output and Issue Area, FY23-25"
(Share of Spending) (REVISED)

Bilateral Surveillance/Lending Capacity Development

Policy and Analytics| Multilateral
Surveillance

Macrofin

Source: OBP. Global standard/cooperation included in “Policy/Analytics.” .

o FY23—Foundation. In the first year, staff will focus on policy and analytical work, including
internal training, laying the foundations to scale up technical expertise and mainstream
emerging issues into core work, with targeted response to strong increases in demands for
direct country supportin these areas. FY23 will also see efforts to recruit and onboard new

staff and continue organizational planning.

o FY24—Growth. Building on stronger analytical foundations, the focus is expected to shift
more heavily to direct country support. Close monitoring of resources allocated to functional
departments will help ensure integrated country engagement in a more predictable manner.

o FY25—Stabilization. The final ramp-up of resources and staffing will allow deliverables to
begin to stabilize. Implementation of topical strategies will benefit from and adapt to early

experiences and further maturation of organizational arrangements. Budgets for FY26 and
forward will be maintained at the FY25 level on a flat real basis

Implementation. With approval of the Board Updates on Issue Strategies
augmentation framework in December, Implementation Updates EXPected
. . . . ate
|mplemgntatlon efforts as outlined in the Climate Strategy FY23 Q4
companion paper have accelerated. —

. L Digital Money Strategy FY23 Q4
Strategy teams are refining organizational . - -

. . Macrofinancial Surveillance Strategy | FY24 Q4"

frameworks, working closely with
departments and HRD/OBP. The critical FCS Strategy Fv23 Q4
issue of cross-departmental handoffs and Inclusion and Gender Strategies FY23Q3
roles, particularly as it relates to direct YIn the context of the interim surveillance review.

country support, has been further
considered, and agreement reached on strengthening existing coordination and monitoring
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C.

13.

structures. HRD is also continuing work to reinforce its recruitment strategy to bring in
specialized skills, with due attention to diversity considerations. ICD is incorporating
consideration of the strategic priorities into annual strategic planning for CD, working with CD
and Area Departments. These and broader issues will continue to be reviewed by an
interdepartmental issues group as implementation continues. Staff will regularly report to the
Executive Board on progress against the issue-specific strategies, starting in FY23 (see Text
table). HRD will also update the Executive Board on recruitment and other related HR issues as
part of its regular reporting. Budget reports during the augmentation period will continue to
provide updates on planning and execution.

Adequately Resourced and Representative IMF

Fund governance and finances. Priorities will be completing the 16t General Review of

Quotas, establishing the Resilience and Sustainability Trust—RST (Box 3) and strengthening lending
capacity of the Poverty Reduction and Growth Trust.

Box 3. Resilience and Sustainability Trust (RST)

Context. To magnify the effect of the $650 million SDR allocation, many members with strong external
positions expressed interest in channeling part of their allocation voluntarily to help sustain recoveries
in poor and vulnerable countries through the RST and a new lending instrument. In January, the Board
expressed broad support on staff's proposed design to provide affordable long-term financing to
support countries undertaking macro-critical reforms to reduce risks to prospective balance of payment
stability. A formal meeting to establish the RST is scheduled in April.

Budget implications. Additional expenses would be incurred to support the RST's set-up and ongoing
management and operations. Set-up costs are included in the FY23 proposal and include work on the
final design of the RST, fundraising, IT system configuration, and the development of policies and
guidanceto govern lending under the trust. Recurring costs would include a) trust management,
including the execution of financial transactions under the trust, reporting and audit, and periodic
comprehensive financial and safeguard policy reviews and b) operational work, consisting of country
program design and review, including economic policy analysis and program negotiations,
collaboration with the World Bank and other agencies, and operational policy reviews. The RST paper
provides a preliminary estimate for steady state gross direct costs of $15 million (about 45 FTEs), based
on assumptions for demand, and including $5-6 million in trust management costs.

Staff has proposed a management fee with a view to cover budgeted trust management costs, with this
fee to be reviewed periodically. As with management fees under CD, the resources would constitute
budget receipts. As such they would affect the gross administrative budget, with the net administrative
budget unchanged. Operational costs will be funded through the regular budget process through
reprioritization, with the largest impact expected in area departments, ensuring that individual
departments receive adequate incremental resources as needed. The overall budgetary impact of RST-
related activities will be monitored with a review of relevant arrangements after sufficient experience is
gained.
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the Fund'’s strategic needs, CSF, HRD, and ITD, with
support from OIC, are working to supporta
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Post-Pandemic Workplace

Overview: Within the broader context of Figure 9. Post-Pandemic Workplace

transition in the Fund’s workplace, prioritizing Hybrid Work Blended
’ ) . . Model . ~ Delivery Model

members’ needs while accommodating a growing Implementation /
headcount in a cost-effective manner and 5 Pgst-_

. . . . anaemic
maintaining the Fund as an attractive workplace. In Workplace
the short term, given the unpredictable nature of "o
the pandemic, agility will be key in providing ' Operations

responsive and cost-effective services to the
membership; ensuring the ability to recruit and
retain the highest quality, diverse staff, while

and

maintaining a focus on productivity and staff
satisfaction and reducing the Fund's carbon footprint (Figure 9).

Hybrid work model. As the current Covid-19 wave subsides, the Fund is initiating the next
phase of resumption under a hybrid work model pilot that incorporates experience from the
remote work period and the early phases of return to office. The pilot will last roughly four
months, barring any disruptions due to health conditions. The Crisis Management Team and the
cross-departmental Hybrid Readiness Group will maintain close engagement with the Board and
support the transition and monitor experiences to incorporate ongoing lessons.

Blended delivery. After a long period of limited travel, staff and country authorities are eager to
return to travel as soon as feasible, recognizing the importance of in-person engagement with
the membership. In parallel, departments will continue developing tools to enable blending
remote, including asynchronous, and face-to-face engagements. While some savings will
materialize from the adoption of remote engagements, there will be upfront and recurring costs
associated with developing and maintaining toolsets to facilitate effective remote engagement.

Field operations. A growing workforce and a continued focus on enhancing the effectiveness of
our supportto the membership will drive ongoing change in the mix between HQ and field
operations. The increased resources devoted to FCS will result in additional and expanded field
offices, and entail some costs associated with local infrastructure. Field office operations will also
be strengthened, initially through better alignment of some local employee benefits with those
of HQ contractual employees, with a broader review of field presence to be undertaken over
time, taking into account recent OlA recommendations.

HQ based operations. The pandemic's impact on staff growth and work practices, and the
Fund's sustainability objectives, presentan opportunity to consider the Fund’s evolving needs
and modernization agenda also in the context of upcoming HQ facilities lifecycle updates. In the
medium-term, the HQ2 building will require sizeable investment as it approaches 20 years in
FY25. These investments must be carefully planned to reflect future needs, provide accessible
facilities, and green its operations.
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E. Fund’s Income Position and Budget

15. Sustainability. The FY23- Figure 10. Income and Expenses—FY08-32"/

25 budget framework is consistent (Billions of U.S. dollars) (REVISED)
with a projected surplus in the 50

' H R H ) Operational Income —__ _,  lowlending
Fund’'s medium-term income 4.5 (Derk Survey Mar 2022) e
position and continued progress :*g
towards the precautionary balance 30 P
target (Figure 10). Income 2.5 Operational income
projections remain well above ?g (Baseline, Mar 2022)
spending under a scenario 10 <
incorporating new Fund financing 0.5 Expenses
as projected by the desk survey 00

] . . FY08 FY11 FY14 FY17 FY20 FY23 FY26 Fy32
scenario, as outlined in the SDRi 3%
P/O=1.5%

forthcoming Review of the Fund’s Source: Finance Department./Excludes impact of pension-related (IAS 19)
Income Position for FY2022 and gains and losses.

FY2023-FY2024. This scenario would maintain adequate accumulation of reserves for precautionary
balances to reach the medium-term target of SDR25 billion in FY25. In a conservative scenario with
no additional arrangements beyond those approved by end-March, operational income would
remain twice expenses at the end of the projection period.

I SECTION IV. FY23 ADMINISTRATIVE BUDGET

A. Budget Overview

The FY23 budget request includes specific provisions to implement the first phase of the proposed
augmentation and initial unwinding of exceptional temporary space for inmediate Covid-related crisis
needs. It also would support an increase in the limit for externally funded spending, linked to ramp up
in CD to support work on the Fund's structural transformation agenda (Box 5). Finally, it calls for
introduction of a carryforward mechanism for externally financed expenditure, to support flexible
management of CD operations (Annex V).

16. Overview (Table 4, Box 4). The proposed FY23 NAB totals $1,235 million in FY22 dollars
($1,295 million in current prices), including a $21.8 million real augmentation ($23 million in current
prices). The proposed FY23 capital budget totals $78 million, including $63 million in direct capital
spending and $15 million in cloud-related licenses. The FY23 budget deflator, based on projected
U.S. CPI in the January WEO update as agreed in the context of the FY21-23 Medium-term Budget, is
set at 4.8 percent. Inflation developments in recent months point to elevated risks that actual

inflation will materially exceed projection in FY22 (and possibly FY23). These issues will be examined
in the FY22 Outturn report. Annex Il also looks atissues related to nominal salary dynamics and sets
out the framework for budgeting of competitiveness measures, as called for under the CCBR.
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17. By expense category (Table 5).

Table 4. Budget Envelope, FY22-23
(Millions of U.S. dollars) (REVISED)

Personnel spending represents the bulk
of expenditures (about 75 percent of the
gross administrative budget, unchanged

from FY22). The budget also reflects the
expected ramp up in travel, in line with
the expected improvements in the health
situation, to about 75 percent of pre-crisis

travel levels given some lingering crisis
impact. Building and other expenses are

FY22 FY23
Proposal
Structural  Outturn Structural
Budget (est.) Budget

Gross administrative budget 1,460 1,367 1,559

Receipts 1/ (246) (189) (265)

o/w externally-financed (210) (163) (230)

Net Administrative Budget 1,214 1,178 1,295

o/w annual Augmentation 23

Capital Budget 2/ 79 84 78
Memorandum items:

General carryforward 3/ 88 79

Global external deflator (change) 4/ 2.4 4.8

budgeted to be lower than pre-crisis
levels, although uncertainty exists as the
Fund shifts towards a hybrid work model.
Externally funded expenditures follow a

3.

2/ Qutturn above FY22 envelope given use of multiyear

appropriations from previous years.>7 percent FY23 general
carryforward limit. #Based on Jan WEO US CPI projections.

Sources: FIN, OBP. "/Reflects accounting change described in Table

similar pattern for personnel and travel.

Table 5. Administrative Budget by Major Expense Category, FY231/
(Millions of FY23 U.S. dollars) (NEW)

Fund financed Externally financed

Structural Temporary

Budget resources Total Budget
Net administrative budget (in nominal terms) 1,295 88 1,382 0
Gross administrative budget 1,329 85 1,414 230
Personnel 1,008 64 1,072 150
Travel 80 0 80 42
Buildings and other expenses 227 21 249 38
Contingency 2/ 13 0 13 0
Receipts -35 3 -32 -230
Memorandum item:
Net administrative budget (in FY22 U.S. dollars) 1,235 86 1,322 0

Source: OBP VDeflator applied to the administrative budget (formulated in real terms) to obtain
the nominal budget. ¥Includes the contingencies for general budget, IEO/OED.

18. Overall budget space (Table 6). FY23
budget space is projected at $169 million
(about 14 percent of the FY22 NAB). The major
drivers of the budget space are carryforward
resources along with savings and
reprioritization excluding crisis unwinding. The
budget space excludes carryforward reserved
for future years.

e Overall savings/reprioritization (Figure
11) provide $64.6 million (5.3 percent of
NAB). Crisis unwinding brings this total to

$89m (7.4 percent):

Table 6. FY23 Budget Space
(Millions of FY22 US dollars) (REVISED)

Overall in

Overall % NAB
Budget Space 169.0 13.9
Augmentation resources 21.8 1.8
Saving/reprioritization excluding crisis 64.6 5.3
Gross departmental savings 40.9 34
SRP reform 7.5 0.6
Covid-related travel impact (25%) 16.2 1.3
General allocated carryforward "/ 54.2 45
Other ¥ 28.4 2.3

Source: OBP.VExcludes FY24-25 carryforward reserve
($25m). ¥Includes transfers of underspend above OED
carryforward limit, unallocated FY22 CCE, nominal travel-
related savings and net space from salary dynamics.
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Figure 11. FY23 Budget—Reprioritization and Savings, Including Crisis: $89 Million
(Millions of FY22 U.S. Dollars) (REVISED)

Crisis Policy and Analytics Country Opsrations
(27 percent) {11 Percent)

= Crizis-related policy work = Surveillance and FSAP

= Emergency financing related fizcal Reviews

and finandial laws
= Crisis-related reviews
= WEBEX collaboration platform

= Completion of I¥ on capital
flows

= Phasing out of COVID
policy tracker

= Work on indusive growth

- SDR allocation policy work = Reducing in-person training

= Onboarding new e-GDDS
countries
10 CD 4
Multilateral Surveillance SRP Reform
and Global Ztzndards {8 parcent)
= Mew groszing-up
Intemnal Support formula approved in FY21

{12 percent)
- Fadilities effidencies
= Technology
modernization (fund
financez)
= ‘endor contract services
= (CD-related cperations

25 11

Source: OBP, using department submissions.

o Departments (74 percent of total savings and reprioritization, including 27 percent of crisis
unwinding). Savings reflect, for example, the completion of work on the Institutional View on
capital flows and the phasing out of the COVID policy tracker. Savings also include
efficiencies in facilities, Fund financial systems, and vendor contract services. Departments
are also unwinding crisis resources.

o HR Policies (8 percent). The implementation of the five-year review of the Staff Retirement
Plan, including the changes to the grossing-up formula, lowers the annual Fund contribution
to the Plan, resulting in structural savings of about $7.5 million, beginning in FY23.

o Travel (18 percent). With some constraints on travel expected to continue, temporary
repurposing of a portion of the baseline travel budget continues in FY23 to meet temporary
needs (25 percent, relative to 50 percent in FY22). In addition, two departments (FAD; STA)
have made structural reductions in their baseline travel budgets.

e Augmentation. The first tranche of the augmentation is $21.8 million and will be channeled to
the relevant strategic areas under the augmentation framework, as described below.

e Carryforward. The FY23 budget proposal includes an initial winddown in the temporary
increase in the general carryforward limit. Notwithstanding still high crisis-related needs and
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significant uncertainty, it is also important to avoid
Table 7. Carryforward—FY23

excess use of one-off, temporary sources for .
(Millions of FY22 US Dollars) (REVISED)

sustained needs. Time will also be needed to wind

. FY23
these levels down without adversely _
[ ting operations. Balancing these Carry fonward
'mpacting op ) 9 General 79.1

considerations, the FY23 carryforward limit is Allocated FY23 542
proposed at 7 percent of the general net
administrative budget (versus 8 percent in FY22).

Reserve FY24-25 25.0

Memorandum items:

About $25 million has been reserved for continued Overall FY23 (ceiling) 1/ 9238
crisis needs in FY24-25, with the reminder allocated General FY22 (ceiling) 88.4
for FY23 spending (Table 7). Sources: OBP and IEO/OED. "Includes IEO and

OED limits ($0.1mand $13.6m, respectively),
which are subject to separate decisions.

B. Budget Change by Priority Topics

19. Priority areas (Figure 12). The FY23 budget provides additional resources for work on debt
and governance through reprioritization of the existing resource base, as well as new augmentation-
driven funding for climate, digital money, macrofinancial surveillance, FCS, and inclusion/gender
(Table 8; Box 4; see also the Companion Paper on the Budget Augmentation Framework for more in-
depth information on the

Figure 12. FY23 Spending by Priority Topics
(Millions of FY22 U.S. dollars) (REVISED)

Proposed Budget Increases

proposed scope of work in
the steady state). At the

Estimated FY23

same time, the current Spending
: a5 Debt
global context points to the ¢
. . 18 G I
need for ongoing agility to overnance
. 26 Climate Change
respond to changing needs
. 12 Digital M
during the course of the e oney
year 83 Macrofin Surv. 2/
. I FCS
e New resources for debt 18 Inclusion / Gender
($4.9 million) will enable ° 2 4 6 8 10
M Structural Transitional Augmentation

continuation of work on . . i
Sources: Departments and OBP estimates. '/Based on total spending estimated by

debt transparency with departments for FY 22 (Fund financed) and net demands for FY23. 2/Total also
an assessment of includes broaderfinancial sectorwork.

options for Fund initiatives in collaboration with partners, a new DSA for market access countries
and granular policy guidance on debt management transparency practices. The roll-out of the
Sovereign Risk and Debt Sustainability Framework (SRDSF) will continue, including natural-
disaster and exhaustible-resource modules.

e New spending on governance/anti-corruption ($2.5 million) will support elevated
engagements mainly linked to Fund lending. Work will include the review of governance
commitments in crisis spending, as well as of the 2018 framework for Enhanced Engagement on
Governance. The governance assessment framework for tax administration will be refined, a
customs framework developed, and work on fiscal transparency expanded.
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Areas covered by the augmentation (including associated overhead costs):

o Resources for climate change ($8 million) will support foundational work on integration into
core IMF activities, including piloting in country engagement; policy guidance; development
of tools and models; data subscriptions; continued work on climate -related indicators; CMAP
pilots; and structures to ensure evenhandedness in policy advice through the review process
and ensure effective coordination with key partners.

o Additional spending on digital money ($3.5 million) will focus on building the foundations
for engaging members, including on analytic and legal frameworks for central bank digital
currencies and, at a multilateral level, on impact on the international monetary system. How-
to notes will frame the Fund’s approach and policy advice and country engagement through
CD and surveillance piloted on a targeted basis.

o New spending on macrofinancial surveillance ($3.5 million) will deepen the quality of
macrofinancial analysis. Fungible economists with macrofinancial expertise will be recruited
into MCM for onboarding and support to country teams. In parallel, MCM staff will rotate to
area departments to support mainstreaming. Another key deliverable will be expanding the
toolkit for macrofinancial analysis (e.g., Growth-at-Risk) and how-to notes to assist country
teams.

Additional resources for FCS ($5.3 million) will supportincreased field presence (resident
representative in Papua New Guinea, 10 local economists, 3 LTXs, and $1 million to cover
administrative costs of RCDCs serving FCS members). Augmentation resources will also support
HQ-based integration of CD and surveillance by country teams, strengthen the centralized policy
and analytical support function to guide the implementation of the FCS strategy, and support
development of an FCS-focused internal training curriculum.

On inclusion/gender ($1.4 million), limited incremental resources will help develop stronger
internal and external coordination to further leverage existing resources on inequality. A
guidance note for gender will be complemented by work on models and toolkits for country
teams, including a new gender-related data hub. Staff will also develop an internal training
course to support mainstreaming. The Board will discuss the gender strategy in June 2022.

Table 8. Budget Augmentation: from Strategy to FY23 (REVISED)
Augmentation Framework Budget Proposal
FY23-25 FY23 Fy23
million percentof  million percentof  million percent of
dollars total dollars total dollars total
Total 72.8 21.8 21.8
Climate 26.6 36.6 8.0 36.7 8.0 36.9
Digital Money 14.2 19.5 3.6 16.3 3.5 16.0
Macrofinancial 8.7 11.9 3.9 17.9 35 16.2
FCS 21.3 29.2 5.3 24.4 5.3 24.3
Inclusion/Gender 2.0 2.7 1.0 4.6 14 6.5
Sources: Strategy teams, departments, and OBP staff calculations.
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Box 4. Augmentation—FY23 Key Deliverables (NEW)

FY23 work program. The focus is on foundational work and attracting talent, while ramping up direct country
support. With limited resources in the first year, direct country support will require clear prioritization based on

the degree of macrocriticality, likely external spillovers, and authorities’ willingness and capacity to implement.

Climate change

e 15-20 Article IVs will have in-depth climate coverage. About Climate Change: FY23 Proposed
5 will discuss mitigation policies for large emitters. The Allocation
remainder will cover adaptationand/or transition
management, including for fossil fuel exporters. Coverage - FO Trang
will balance the type of climate related challenges, regions, ol e e
and income levels. o

® 2 FSAPs will have an in-depth climate component, covering sinsimed
physical or transitionrisks, based on stress testing to inform FD Multlateral s fo
supervisionand regulation,complemented by an assessment e
of how supervisory frameworks integrate climate risks. oo

e The 2022 Surveillance Guidance Note will define the .

e . . Source: Climate change strategy
expected coverage of mitigation,adaptation, and transition

management.
e A review of the Climate Macroeconomic Assessment Program will be followed by 2 further country pilots.

e CD inabout 10 countries will focus on climate work, including Public Investment Management Assessments,
e.g. in Chad, Ecuador, St. Vincent, and the Maldives. Workshops will cover supervisionand regulation of
climate risks, including a joint IMF/WB/FRB event. CD will also cover ESG bonds and debt managementissues.

e Staff is developing models/toolkits for multilateral and bilateral applications to analyze the macroeconomic,
sectoral, trade and competitiveness effects of climate change and mitigation policies. Internal training clinics
and a climate change bootcamp will follow up on the compulsoryclimate 101 course.

e FAD, MCM, and SPR will have dedicated organizational units on climate to coordinate work internally as well as
leverage collaboration with external partners. Other departments are also considering similar structures.

Digital money

e About 5 Article IVs will have an in-depth coverage CBDC Digital Money: FY23 Proposed Allocation

benefits and risks, policyimplications (financial stability, e o
financial integrity, cross-border payments, capital flows and FO Polcy/Analyics ~ SunellancelLending
currency substitution), and the regulation of privately issued o
digital forms of money. The focus is on countries with
potentiallylarge spillovers and where digital money can 2D
become systemic.

® 3-4 FSAPs will have a deep dive on financial stability risks FocD
from digital moneyadoption.Issues include displacement of
commercial bank funding, volatilityin capital flows and Source: Digital money strategy

systemicliquidity, payment systems and other financial

market infrastructures stability, financial integrity, AML/CFT, regulatory perimeter, and governance of financial
institutions.

e 10 additional countries will receive CD on CBDC (design choices, pilot design, policyimplications). These will be
complemented by regional workshops (in each major geographical area) and training courses out of RCDCs.

e Staff will participate in4 international working groups with the Financial Stability Board, Committee for
Payments and Market Infrastructures, and Bank for International Settlements on the G20 Roadmap to enhance
cross border payments.

e Analytical work will focus on CBDC best practices, banking sector disintermediation, monetary policy
transmission, monetary operations, cyber security, crypto asset regulation,and capital flow management.
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Box 4. Augmentation—FY23 Key Deliverables (concluded)

e Analytical work will also contribute to CD handbook chapters and internal training courses will be developed to
mainstream digital money issues.

e A cross-departmental coordination group has beenset up, with a secretariatin MCM. The secretariat will

establish guidelines to cooperate with partner institutions. Macrofinancial Surveillance: FY23

Macrofinancial surveillance Proposed Allocation

e The Surveillance Guidance Note will upgrade guidance on
the integration of macrofinancial analysis in Article IVs.

FD Policy/Analytics
T% AD

54%

Source: CSR Review and FSAP Review

e SPR and MCM will conduct in-reach to help disseminate and
familiarize desks with tools and models for macrofinancial
analysis, as well as the updated guidance.

L

e The additional staffing aims to eliminate gaps inthe depth
and integration of macrofinancial analysis (found in about 60
Article IVs at the time of the CSR), particularlyin the areas of
systemicrisk analysis and macroprudential policy advice.

Area Departments will work with MCM and SPR to close this gap during the augmentation period, with
periodicreporting to the Board by MCM and SPR on progress.

Fragile and conflict affected states

e Staff will strengthen CD-surveillance integrationand prepare about 10 additional Country Engagement
Strategies:sixin AFR, 1in APD (Solomonlslands), and 4 in MCD (Iraq, Libya, Somalia, Yemen).

e One additional resident representative will be placed in FCS: FY23 Proposed Allocation
Papua New Guinea. ’

e 10 additional local economists (4 in AFR, 4 in MCD, and 2 in FO PolicyfAnalytios FO Training
APD) will support program work (e.g., Lebanon), cover new
priority areas (e.g. climate change in Iraq), coordinate the /
scaling up of CD, and strengthen on-the-ground
partnerships (e.g., Yemen). Fund’s field presence will be
further supported through additional resources to RCDCs
serving FCS countries in AFR, APD, and MCD. g

e 3 additional FCS resident advisors in METAC and the Source: FCS strategy
AFRITACs will focus on payment systems, government

finance statistics, and a fiscal workstream.More extensive CD
delivery in 10-12 additional countries anticipated.

e A comprehensive learning curriculum will be delivered to enhance the skills and expertise of Fund staff
engaged in fragile and conflict-affected states.

Inclusion and Gender: FY23 Proposed
Inclusion/gender Allocation

e A central unit will coordinate inclusionand gender work,
. . o« . FD Training
strengthen analytics, and enhance internal training. 12%

FD Multilateral
Surveillance

e The gender strategywill be discussed by the Board in June,
followed by a guidance note on integrationin country work.

e Staff will develop models/tools and a new gender data hub
to support country teams analyze the impact of shocks and .
macroeconomic policies on gender outcomes. The gender Polleygralytes
data hub will bring together macro-relevant gender data,
drawing from existing sources and surveys.

Source: Inclusion and gender draft strategy

e External training on genderwas launched in January (ATI) and February (SARTTAC). An internal IMF clinic on
gender equality and macroeconomics will be launched in FY23.

e Leveraging the guidance note, new tools/models and data hub, genderissues are expected to be covered in
about 11 country reportsin FY23.
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20. Other needs. With the emergence of new COVID-19 variants and associated economic
disruptions, significant temporary budget resources will continue to focus on the Fund's response to
the crisis. Other priorities in FY23 include investments in stabilization of the Workday platform and
HR service delivery model, as well as continued implementation of CCBR-linked reforms;
enhancements to the Fund’s Dispute Resolution System and broader response to the 2021 Diversity
and Inclusion survey, developing and implementing the RST and related operations; and continued
implementation of the hybrid work model. As noted, the Fund will also remain agile to respond to
changing needs in an uncertain environment.

C. Budget by Output

21. Agile and focused response. The overall FY23 budget will enable the Fund to help
members protect the vulnerable,

durably exit the crisis, and deliver a Figure 13. Fund-Financed FY23 Budget by Output
transformative recovery (Figure 13). (Millions of FY22 US Dollars)

13a. FY23 Budget by Output” (REVISED)

e Country operations. Bilateral
surveillance and lending
($395 million) represent an
increase of $23 million, including ‘ ‘

Mulilateral surveillance and
$6.5 million from augmentation Global standards (MSGS)
resources to allow tailored
engagement in line with members’
diverse needs. CD ($58 million)
represents an increase of

Bilateral Surveillance and

Fund Lending (BSL)
$8 million, including $4.5 million governance and|  Policy and

. inances (FGF) | Analytical (PA) |CD Fund-Financed (CDFF) Internal Support (ISU)
from augmentation (Box 5). In ) .
addition, the FY23 budget includes 13b. New Spending FY23 Relative to FY22 (REVISED)

a proposal to increase the limit on BsL T
external funding, with these COFF [N
resources to be used to support MsGs
enhanced CD related to the Fund'’s
. PA I
structural transformation agenda
(Box 6). Finally, further flexibility to FGF I
support members through an IsU E—
updated framework for externally 2 8 18 28 38 48
funded CD to introduce a M Structural ™ Transitional Augmentation
carryforwa rd mechanism is Source: OBP, Staff estimates. YFY22 based on ACES; FY23 adds
budgeted changes.

proposed.

e Policy and analytics ($135 million) represent an increase of $5.3 million, including $4.2 million
in augmentation resources.
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22.
across output areas (Figure 14). As
noted, the split of resources by
workstream reflect the foundational
work in FY23, with heavy investment

o Fund policies. Key policy reviews include the Framework for Engagement on Governance
and of precautionary lending instruments, focusing on the Flexible Credit Line, Precautionary
and Liquidity Line, and Short-term Liquidity Line. Staff will initiate the five-yearly CD Strategy
Review. Debt policy will center on continuing the work on Debt Transparency and on
Sovereign Debt Restructuring. Work will continue on the creation of the RST. A Review of the
Fund’s role on Trade Policy will help guide the Fund’'s operational work on trade policy.

o On the analytical front, a stock taking exercise of the interplay between capital flows, capital
flow management measures and financial crises will help inform the operationalization of
the Integrated Policy Framework (IPF). Other relevant analytical work will cover Fiscal Rules
and Medium-term Fiscal Frameworks, and Central Bank Balance Sheet at Risk.

Fund governance and finances ($144 million including an $9.3 million increase). The focus will
be on concluding the 16t General Review of Quotas. Other work will include IEO evaluations on
the IMF Engagement with Small States, CD, and the IMF’s Early Response to the COVID-19 crisis.
On Fund finances, work will focus on developing and launching the RST, and mobilizing
resources to increase the lending capacity of the PRGT. Reviews will include the Method of
Valuation of the SDR, Safeguards Assessments, and the Fund's Strategy on Overdue Financial
Obligations.

Internal support ($395 million, with a $43.2 million increase, including $4.2 million from
augmentation resources). Additional resources, including $31.9 million in transitional resources,
will support work to address challenges related to needs for stabilization of THR and the new
HRD service delivery model, review of the dispute resolution system, the new Office of
Transformation Management and HR, IT, and facilities-related augmentation implementation. It
will also support ongoing implementation of the hybrid model and the METAC relocation.
Resources will enhance the cyber security posture, as well as enterprise infrastructure services
and platforms. Resources will address demands emanating from the Board Steering Group on
Institutional Safeguards.

Augmentation by Output. Augmentation resources are expected to support deliverables

Figure 14. FY23 Augmentation by Output and Issue
Areal/
(Millions of FY22 U.S. dollars)

3.0

in policy and analytics. Direct 25
country supportwill also begin to 20
ramp up, albeit at differing paces. '

Internal training to support
mainstreaming is resourced across
all areas. 05 g

26

1.0

0.5

0.0

BSL

[a)
[v]

Climate change Digital money Macrofinancial FCS Inclusion/gender
Source: OBP "Excludes overhead. Global standard/cooperation included
in “Policy/Analytics.” Note BSL=Bilateral surveillance and lending:
MS=Multilateral surveillance; PA = Policy and analytics.

cD I
BSL

[a}
[}

<z o< < a <
s 2 a & o &

BsL

< %)
o =

Training
Training
Training

INTERNATIONAL MONETARY FUND



FY2023-FY2025 MEDIUM-TERM BUDGET

Box 5. CD Delivery Composition and Evolution'/(REVISED)
FY22. Overall CD activity is projected to
reach $277 million, with volumes now above
pre-crisis levels. Fund-financed CD, however,

Spending on CD, FY17-25 (REVISED)

is projected to fall by $17 millionto $114 (Millions of FY22 U.S. Dollars, in Percent (RHS))

million, reflecting other demands and crisis- S B Ey——— pudgsted »
related interruptionin some delivery. o] . ®
Transitional issues related to revised CD 0 o »
time-reporting also likely were relevant, with 20 *

200 15

current work to mitigate these impacts.
Externally funded CD is projected to rise to
$163 million, in line with expectations, but,

150

10
0
0 5
0 0

«w 2

as projected,about 20 percent below budget Y17 Fv18 FY19 FY20 FY21  FY22proj.  FY23 Fv24 Fv25
space driven by Continued constraints on i Fund-financed (lhs) B Fund-financed augmentation (lhs)
travel and spending on short-term experts. 7Z:e(:'lzlsly‘l":;ie:ihsima,Spen ding) () Ecermally fnanced envelope ncresse (1)
FY23. In the proposed CD budget: Sources: ICD, OBP, ACES. Note: Fund-financed and externally
financed spending, excluding supportand governance (indirect

e Budgeted Fund-financed CD will costs).

increase by $11 million (8 percent).

Some $5 millionin FY23 and about Impaqt Pf Travel on CD Spending

$17 million through FY25 comes from the (Millions of FY22 U.S. Dollars)

budget augmentation. s

e The envelope for externally funded CD will 320
increase by $9 million (4 percent) and
$19 millionthrough FY25 (9 percent) for
expanded CD supporting the structural
transformation agenda. This represents the

first real increase since FY19 (Box 6) 240
220

300

Total CD Spending
280

-

260

CD Spending excluding travel

e  Fund-financed CD will remain about

40 percent of total CD. Total CD (including 0 e 0 . —

indirect costs) is expected to return to about

30 percent of Fund outputs. FY23 Fund-Financed CD Budget (REVISED)
Ongoing recovery. CD spending is expected to (Millions of FY22 U.S. Dollars)

rebound after the resumption of travel, albeit with
continued downside risk. As such, the planning

assumption for FY23 IMFO2 spending is | m

$180 million versus a $230 million envelope. 35

Composition. All regions will see increases in CD. %

The greater field presence associated with the iz .

FCS strategy will benefit AFR, APD, and MCD; s | |
increased delivery on climate change will focus 10

mainly in APD and WHD; and the return to travel 5 i

has a largerimpact on APD. On workstream 0 o . ew “a 6 measother

composition, core areas will continue dominating
delivery. However, the shares of CD on
macroeconomic statistics and macroeconomic frameworks, public financial management, and revenue
mobilization will recover from crisis-related disruptions. Over the medium-term climate, digital money,
governance, and FCS would grow with the augmentation and the increase in the IMFO2 envelope.

= Augmentation

Carryforward. A carryforward for externally financed expenditure will be introduced in FY23 to reduce
incentives for hurried end-year spending and support management of multi-year undertakings, sharing
features with the IMFO1 carryforward. Details are set out in Annex IV.

/Prepared by OBP and ICD.
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Box 6. Change in the Aggregate Envelope for Externally Funded CD"/

Background. Since FY19, following about a decade of double-digit real growth, the envelope for external
funded spending has been held flat on a real basis. The strategy reflected a number of considerations: the
need to modernize and harmonize CD processes and systems in light of the rapid growth; the benefits of a
constraintto reinforce prioritization; considerations related to the balance among Fund outputs and
between Fund-financed and externally financed CD; the need to control associated costs to IMFO1, and the
implicit financing risks associated with external financing. In the interim period, significant progress has been
made in strengthening supporting policies, processes, and systems.

Proposal. A deviation from this strategy is proposed during FY23-25, providing foran increase in the
aggregate envelope by 9 percent overall ($19 million) and 4 percent in FY23 ($9 million), with a return to the
stable path in FY26. The proposal recognizes the benefit of additional space in areas covered by the Fund's
structural transformation agenda, as outlined in the issue specific strategies. Also critical to this proposal is
the expectation that existing CD spending in traditional priority areas will recover quickly with the return to
travel, making it difficult to accommodate these new needs within the existing space. The increase will imply
incremental costs to the fund-financed budget related to overhead and administration.

The proposal complements the increase in CD financed by the IMFO1 augmentation supporting maintenan ce
of the balance of CD spending with other Fund outputs.

/Prepared by ICD.

D. Department Budget Allocations

23. Breakdown by department. (Figures 15, 16 and Tables 9, 10):

Figure 15. FY23 New Budget Allocations by Department
(Millions of FY22 U.S. dollars) (REVISED)

(o)}

AFR APD EUR MCD WHD FAD ICD LEG MCM STA COM FIN RES SPR CSF HRD ITD OBP OIA ORM SEC

N

n

Area CD Functional Non-CD Functional Support

B Structural Augmentation  ® Transitional Crisis

Source: OBP. Note: Blue bar represents structuralincreases from baseline budget.
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Area departments ($28 million increase, including $5.1 million from augmentation). AFR will
focus on program work as members transition to medium-term financing arrangements that
seek to contain debt vulnerabilities and redouble the focus on FCS. APD will link its work
program to Indonesia’s 2022 and India’s 2023 G20 Presidency to enhance traction and provide
policy advice on debt, green growth and CBDCs. EUR will reorient emergency financing
operations towards analysis of debt vulnerabilities and refocus its work on private sector support
measures to the analysis of macro-financial linkages and rising inequality. MCD will calibrate
policy advice to manage difficult tradeoffs, providing financial supportand linking its analytical
agenda to the 2023 Annual Meetings in Morocco. MCD will also receive transitional resources
for exceptional costs related to the relocation of IMF offices and METAC-related facilities. WHD
will provide focused surveillance and financial support to members hard-hit by the crisis or
vulnerable to shifts in global financing conditions.

Non-CD functional departments ($24 million including $4.4 million from augmentation).

FIN will focus on setting up the new RST once approved; securing adequate resources for the
PRGT/CCRT; facilitating progress toward the 16t Quota Review, and completing the Review of
the Method of the SDR valuation, all in cooperation with LEG and SPR. RES will leverage
resources to continue assessing the impact of the pandemic on the global economy, develop
climate modules for multilateral and bilateral surveillance models, and reinforce the External
Sector Report team—recently upgraded to flagship status. SPR will concentrate on
strengthening risk-based surveillance with enhanced toolkits, providing financial assistance,
including through developing and implementing the RST, and addressing elevated debt levels
across the membership. COM will center the Fund’s messaging on crisis-response (including
pandemic plan, SDR channeling, and LICs support), the transformational agenda, and the Spring
and Annual Meetings.

CD departments ($30 million including $8.4 million from augmentation). FAD will provide
advice to address the uneven recovery, re-invigorate the growth momentum, and manage fiscal
risks amidst elevated debt levels, with particular attention to LIDCs and FCS. ICD will incorporate
new priorities through expanding its internal economics training, its multi-country external training,
including the online curriculum, and its country-tailored macroeconomic frameworks and forecasting
TA, including to FCS. LEG will focus on supporting the transition to UCT programs and the RST
implementation, debt, governance, IT Security and data privacy, as well as digital money. MCM
will work on digital money, the IPF, capital flow management, monetary policy frameworks to
help support the recovery, non-bank financial intermediaries, and financial sector policies related
to climate change. STA will increase methodological work to prepare the next generation of
statistical manuals, support Fund surveillance and lending, and target CD towards climate, digital
money, FCS, and inclusion/gender.

Support departments ($27 million including $2.9 million from augmentation). CSF will
concentrate on unwinding the pandemic response, driving the Fund'’s transition to the hybrid
work model, and incorporating lessons for service delivery in the new normal, while maintaining
staff safety and advancing creative and language services support for policy and country work.
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ITD will focus on driving the implementation of the modernization projects, stabilizing ITD's new
operating model, optimizing the Managed Service Providers ecosystem, and supporting the IT
component of the Fund’s hybrid work model. HRD will receive significant temporary resources
as it works to adaptimplementation of the THR project and stabilize the HR delivery model, as
well as broader resources to support the Fund’s growth in the augmentation areas and manage
changes from the shift to a hybrid work model. SEC will support completion of complex policy
reviews and modernization efforts, implementation of the budget augmentation, and
strengthening of internal governance and institutional safeguards. The recently announced
Office of Transformation Management (TRM) began stand -up activities on March 1st, 2022. TRM
staffing will consist of existing personnel in KMU and OIC, staff transferred from ITD, mainly for
the new corporate program management function, and a small number of newly recruited staff.
Adjustments will be accordingly made to ITD’s budget, and a separate budget will be created for
TRM through resources currently at the IMF center.

Augmentation resources have been allocated to departments based on their assigned roles in
the strategies and recognizing that FY23 is a foundational year (Figure 16). Resources for
bilateral surveillance and lending are allocated to area and functional departments, with experts
from functional departments supporting country teams for Article IV consultations and program
engagements. Funds to AFR and MCD will mainly focus on FCS, while resources to FAD and
MCM reflect their roles in climate, digital money, and macrofinancial surveillance. The
augmentation resources for support departments will strengthen recruiting and onboarding of
new staff.

Figure 16. FY23 Augmentation Allocation by Department and Issue Area
(Millions of FY22 U.S. dollars) (REVISED)
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Source: OBP
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Table 9. Budget Adjustments by Department, FY22-23
(Millions of FY22 U.S. dollars, unless otherwise noted) (REVISED)

FY22 Budget FY23 Proposed Adjustments
New Net Net
Structural Structural Structural Structural of which Temporary of which
Departments Budget Transitional Crisis Spending  Savings Needs Augm. Needs Crisis
Area 318.3 10.1 15.6 14.7 7.3 7.4 5.1 20.3 12.0
AFR 96.5 1.8 5.8 37 - 37 1.8 5.7 4.8
APD 46.4 1.5 2.2 2.7 19 0.8 0.8 35 17
EUR 69.1 1.0 1.9 1.8 14 04 04 2.5 15
MCD 1/ 55.4 2.1 2.0 4.2 2.5 1.7 14 3.6 15
WHD 51.1 3.6 37 24 16 0.8 0.7 5.1 2.7
Functional Non-CD 172.8 3.8 14.6 19.0 8.9 10.1 4.4 14.2 8.3
CoM 394 0.5 0.8 23 14 0.9 0.6 1.1 04
FIN 37.3 0.9 4.6 2.8 15 1.4 - 54 2.6
RES 36.9 0.8 35 2.8 14 1.4 1.0 35 24
SPR 59.2 1.6 5.7 1.1 4.6 6.5 2.8 43 29
Functional CD 275.3 8.3 12.8 28.2 15.9 12.3 8.4 17.7 9.0
FAD 614 4.1 6.1 45 12 33 2.2 7.2 42
ICD 2/ 39.9 1.2 - 3.2 24 0.7 0.7 14 -
LEG 29.9 0.6 2.9 7.0 4.6 24 0.7 34 2.0
MCM 91.7 13 39 6.6 2.8 3.8 3.2 37 2.7
STA 52.5 1.1 - 7.1 4.9 2.1 1.6 2.0 -
Support 297.5 6.2 9.1 12.6 6.2 6.3 2.9 20.3 5.0
CSF 105.0 1.1 5.0 44 3.8 0.5 0.5 5.9 44
HRD 412 35 0.9 29 16 1.2 1.2 8.6 -
ITD 112.6 0.9 13 14 - 1.4 0.6 35 04
OBP 5.3 0.7 03 0.8 03 0.5 - 1.0 0.0
OIA 5.2 - 04 0.7 - 0.7 - 04 -
ORM 34 - 0.5 19 0.5 1.4 - 0.2 -
SEC 24.8 - 0.8 0.6 - 0.6 0.6 0.7 03
Small Offices 24.0 1.1 - 3.3 1.5 1.9 - 1.8 -
Center 42.2 12.9 7.1 4.7 1.0 3.7 1.0 12.1 0.5
Other (OED/IEO) 83.3 - - - - - - - -
OED 76.4 - - - - - - - -
IEO 6.8 - - - - - - - -
Total 1,213.5 42.4 59.3 82.6 40.9 41.7 21.8 86.4 34.8
Central savings and Other 3/ 2.7 22.6 (19.9) (86.4)
Grand Total 1,213.5 85.3 63.5 21.8 21.8 -

Sources: OBP estimates and department submissions. YMCD includes exceptional one-off resources for relocation of
METAC. #ICD includes related regional training centers (formerly in small offices). *Includes: Accounting change related
to CD management fees, Covid-related travelimpact, allocated carryforward and OED underspend above carryforward
limit, SRP reform, travel budget nominal savings, unutilized FY22 CCE-related funds, and net space fromsalary dynamics.
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Table 10. FTE Changes by Department, FY22-23 (REVISED)

FY22 Budget FY23 Proposed Adjustments
New Net
Structural Transitional Structural Structural Net Structural  of which Temporary of which
Departments FTEs FTEs Crisis FTEs FTEs Reductions Needs Augm. Needs Crisis
Area 780.6 19.6 46.0 36.1 211 15.0 12.0 51.2 34.0
AFR 226.9 30 18.0 50 - 50 30 17.0 14.0
APD 113.2 3.0 7.0 8.1 5.6 25 25 8.0 5.0
EUR 172.4 3.0 5.0 55 4.0 1.5 15 7.0 40
MCD 1355 4.0 6.0 10.5 6.5 4.0 3.0 6.0 4.0
WHD 1325 6.6 10.0 7.0 5.0 2.0 2.0 13.2 7.0
Functional Non-CD 501.6 10.9 45.0 65.0 31.0 34.0 15.0 45.0 25.0
coM 90.0 1.0 1.0 7.0 4.0 30 2.0 30 -
FIN 126.5 2.0 14.0 10.0 6.0 4.0 - 19.0 9.0
RES 1115 3.0 11.0 9.5 5.0 45 35 9.5 7.0
SPR 173.6 49 19.0 385 16.0 22.5 9.5 135 9.0
Functional CD 733.8 13.6 38.0 70.6 46.5 241 20.1 411 28.0
FAD 161.5 2.0 18.0 7.0 - 7.0 5.0 15.5 15.0
ICD 1/ 1274 33 - 9.5 5.8 38 15 4.0 -
LEG 832 1.0 8.0 223 16.0 6.3 23 9.2 5.0
MCM 2279 49 12.0 20.5 95 11.0 9.0 11.0 8.0
STA 133.8 2.3 - 113 153 4.0 23 14 -
Support 533.0 9.3 6.0 23.0 4.0 19.0 7.0 21.0 1.0
CSF 162.2 1.0 - 2.0 1.0 1.0 1.0 2.0 -
HRD 110.0 73 - 4.0 1.0 30 3.0 13.0 -
ITD 1531 - - 1.0 - 1.0 1.0 1.0 -
OBP 15.7 1.0 1.0 3.0 1.0 2.0 - 2.0 -
OIA 16.0 - - 3.0 - 3.0 - - -
ORM 10.0 - 2.0 8.0 1.0 7.0 - - -
SEC 66.0 - 3.0 2.0 - 2.0 2.0 3.0 1.0
Small Offices 60.5 2.0 - 10.0 3.0 7.0 - 4.0 -
Center 233 1.3 - - - - - 4.0 -
Other (OED/IEO) 255.4 - - - - - - - -
OED 2404 - - - - - - - -
IEO 15.0 - - - - - - - -
Total (excl. donor financed) 2,888.0 56.7 135.0 204.7 105.6 99.1 54.1 166.3 88.0

Sources: OBP estimates and department submissions.”ICDincludes regional training centers (formerly in small offices).

SECTION V. CAPITAL BUDGET

A. FY22 Capital Spending

24. Capital and cloud spending in FY22 is estimated at $84.1 million, including $74.6 million in
direct capital spending and $9.5 million in cloud-related licenses. This compares to an FY21 outturn
of $77.5 million.

32 INTERNATIONAL MONETARY FUND




FY2023-FY2025 MEDIUM-TERM BUDGET

Facilities. FY22 facilities
spending is estimated at
$20.4 million compared to

$26.0 million in FY21. 160
Expenditures are focused on 140
building-lifecycle updates 120
and hybrid work needs 100
(including enhanced audio- 80
visual capabilities), office 60
reconfiguration to 40
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Figure 17. Capital Spending, FY03-25"/
(Millions of U.S. Dollars) (REVISED)

FY13 FY15 FY17 FY19 FY21 FY23 FY25
(Est)  (Proj)

Major Buildings m IT, less Transformation and CCE w IT Transformation ~ CCE

completion, with the

remaining $15 million budget
(including $12.9 million in reserves)
projected to be returned in early
FY23. An estimated $54 million in
unspent funding from previous years
is projected to be available in FY23
and is largely allocated to ongoing
projects for HQ1 building systems,
tenant renovations, conference room
acoustics improvements, and audio-
visual equipment replacements.

Table 11. Capital Expenditures, FY21-22V
(Millions of U.S. dollars) (REVISED)

Spending FY 22
FY21  FY22 (Est) Avail.

Total Capital + Cloud 775 84.1 185.9
IT Cloud Capital Equivalent - 9.5 9.5
Total Capital 77.5 74.6 176.4
Facilities 26.0 20.4 83.1
Information Technology 50.0 55.0 78.6
HQ1 Renewal 1.5 -0.8 14.7

Sources: OBP, CSF, ITD. Approved capital funds available for 3
years, except HQ1 Renewal, available until April 2025.

Approximately $8 million in funding will expire under the three-year appropriation rules, largely

due to the pause in office furniture replacements, which will resume when hybrid work needs are

better known.

IT. The IT capital outturn is projected at $55 million (on par with FY21). Approximately
$23 million in unused funding allocated to ongoing projects is expected to be available in FY23.

o Transformation projects. Despite challenges posed by the pandemic, the third release of

CDMAP went live in November 2021 and initial progress in other key programs, including
iData, document management (DM), and introduction of the Teams collaboration tool. The

THR project has confronted implementation challenges, with a remediation plan currently
being finalized. This plan will set out work to stabilize and close-out early project releases as

well as steps to reassess the design and timing for the remaining program scope, with an
update to be provided in the final budget paper.
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o Capital Cloud Equivalent (CCE). Cloud license spending in FY22 is expected to be
$9.5 million, on par with estimates. OBP and ITD have established budgetary procedures for
CCE operations, following approval by the Board in April last year (Box 7).

25. Strengthening Capital Governance. Drawing on lessons from early experience, work is
underway to strengthen the implementation of the Capital Investment Framework approved by the
Board in FY21. Management recently announced the formation of TRM, which will consolidate
critical functions (project management, change management and knowledge management) and
build organizational capacity to support IT-intensive capital investments. This function will also
benefit from OIA advisory work and be supported by a cross-departmental working group
(comprising the PMO, ITD, OBP, ORM, OIC, OIA, and CSF) tasked with identifying and supporting
the institutionalization of robustand consistent governance and project management practices for
IT-intensive capital projects. As part of this effort, a review is underway of governance and program
management procedures. In parallel, ITD is working on stabilizing its transition to the new
Managed Services Provider (MSP) model. The newly formed TRM and ITD will continue to
strengthen the timeliness and depth of reporting to the Board on the progress of large
transformation programs, working closely with program teams.

Box 7. Implementation of the Cloud Capital Equivalent (CCE)

CCE Adoption. The Fund's migration from a “purchase/build and maintain” software model to a model
based on cloud-hosted platforms with subscription costs would have, all else equal, reduced capital
spending and increased administrative spending. Responding to this change in the IT model, the Board
approved an OlA-endorsed change in the budgetary treatment of these expenses by establishing the CCE
envelope in April 2021. The CCE reduced pressures on the administrative budget and is bringing greater
transparency to institutional cloud license costs in the context of the Fund's overall capital investments.

Implementation. During the first year of implementation, OBP and ITD have updated systems to enable
the use of, and reporting on, CCE budget and expenses. Procedures were established for the CCE,
specifying eligible expenses, roles and responsibilities, and the detailed steps for CCE budget formulation,
execution, and monitoring, consistent with recommendations by the OIA. A series of change management
activities were conducted to socialize the new procedures within the affected departments. OBP and ITD
are closely monitoring early experience and will update related processes and procedures, as relevant.

B. FY23 Capital Spending

26. Proposed budget. The proposed FY23 capital envelope (including CCE) is $78 million,
relative to $79 million in FY22 (Table 12). The envelope provides space for initial investments
supporting hybrid work and staff growth, critical lifecycle investments, and priority projects related
to security and ongoing transformation work. The proposal reflects evolving uncertainties on the
facilities side until experience is gained under the hybrid work model. Within the envelope, scaled
down investment in new IT-intensive transformation projects allows for a period of stabilization,
focused on managing delivery capacity and the ongoing work to strengthen the governance
framework and the reorganization within ITD.
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Facilities. Staff proposes a facilities budget of $18.9 million, about $5 million lower than FY22
and $20 million below last year's FY23 estimate. The reduction is attributed to a shift in the
Fund’'s work model and practices since the pandemic, which has prompted a reconsideration of
investments in buildings and related systems to ensure that they remain appropriate. As such, a
large share of the facilities capital request is for lifecycle replacements and repairs

($12.7 million), audiovisual updates and critical HQ1 building systems replacements. The
proposal includes $4 million in new investments for workplace redesign and HQ space
optimization, to accommodate staff growth and hybrid work needs.

IT. The proposed IT capital budget (including CCE) is $59 million, compared to about $56 million
in FY22. This reflects an increase in the cost of cloud subscriptions $15 million, which is partially
offset by a slight reduction in IT capital investments $44 million. IT capital investments cover
important lifecycle replacements, a scaled down transformation envelope focused on
completing ongoing modernization projects, and targeted investments in information security
and key business systems.

Table 12. Medium-Term Capital Budget, FY22-25 (REVISED)
(Millions of U.S. Dollars)
FY 22 FY 23 FY 23 FY 24 FY 25
Projected i
Approved rojected in Proposed Indicative
FY 22-24 MTB
Total (Capital + Cloud) 79.0 92.3 77.9 90.9 91.3
Total (Capital) 69.5 80.8 62.9 73.9 733
Building Facilities 23.5 39.1 18.9 36.0 39.3
of which:

Lifecycle replacements and repairs 122 26.8 127 29.2 30.2
HQ1/HQ2/Concordia 4.7 219 6.5 23.8 24.7
Audio-visual 7.5 438 6.2 54 55

New Investments 5.1 5.1 41 2.5 2.5

Vehicles 2.0 2.1 2.1 2.1 2.2

Information Technology 46.0 4.7 44.0 38.0 34.0
Capital Investments 46.0 4.7 440 38.0 340
of which:
Key Modernization Projects (and pre-regs) 1/ 307 219 220 14.5 13.0
New Investments 9.2 125 13.0 15.0 13.0
Of which : Information Security 3.1 42 3.0 53 3.0
Infrastructure end-of-life 6.1 73 9.0 8.5 8.0
Cloud Capital Equivalent 9.5 115 15.0 17.0 18.0
Sources: OBP, CSF, and ITD. FY23-25 projections willbe updated in the final budget.

o Lifecycle replacements and IT infrastructure total $9.0 million for FY23. In addition to
funding upgrades of the remote office infrastructure, network equipment, servers and
storage capacity, the business continuity center will be transitioned to the cloud, and a
portion of the Fund’'s computers will be replaced.
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o

Pre-requisite projects total $2.3 million for FY23. This covers completion of the Identity
and Access Management (IAM) project and implementation of the second and final
phase of the Corporate Data Warehouse (CDW).

Transformation projects ($19.7 million): With CDMAP close to completion, the focus
during FY23 will be on advancing ongoing transformation programs. A modernization
update report will be provided to the Board shortly with a related briefing by TRM and
ITD planned for after the Spring Meetings.

o 1THR: Work to stabilize and close out the original THR project will be completed in
early FY23, focused on stabilization of early releases based on revised deliverables.
An associated update to the CBA will be presented to the Board. At the same time, a
revised plan to take forward remaining objectives is being developed, reflecting past
lessons and with an independent validation. A Board update is planned for Q1 FY23.

Table 13. Estimated Capital Needs for Key Modernization Projects (REVISED)
(Millions of U.S. dollars)

FY 22 FY 23
Est-!;rc::‘!ed Approved Estimated Remaining Additional
. through FY22 outturn approved budget Projected Needs
Project

Key Modernization + Prerequisites 166.9 147.5 128.9 18.6 22.0

Key Modernization 146.9 129.7 1134 16.3 19.7
THR 69.6 69.6 56.5 13.1 0.0
CDMAP 19.1 19.1 19.1 0.0 0.0
Knowledge Management 27.2 216 215 0.1 5.6
iData 235 11.0 104 0.6 5.0

Collaboration 0.2 0.2 0.2 0.0
Intranet 73 33 0.8 25 3.0
Customer Relationship Management 0.2 0.2 0.0

Document Workflow and Review 1/ 47 47 0.0 5.1
Modernization- unallocated 1.0
Prerequisites projects 20.0 17.8 15.5 23 23
Azure 0.8 0.8 0.8 0.0 0.0
Corp Data Warehouse 9.6 7.2 7.2 0.0 12
DMX Modernization 16 1.6 16 0.0 0.0
IAM Replacement 6.2 5.1 5.1 0.0 1.1
Ent Int Platform 1.9 19 1.9 0.0 0.0

Source: ITD; Project Management Office.

VIncludes initial, high-level vision, scoping, and design work of the IDW that cannotbe allocated to the respective
sub-projects.

o iData: The project aims to mitigate operational risks stemming from the Fund's
aging economic data management platform. Responding to some initial schedule
challenges, the program team finalized an updated statement of work with the
vendor to reflect a software first framework, which allows for faster and more agile
development. With the first development phase successfully completed and phase 2
expected to be completed on schedule in April 2022, subsequent development
phases will span FY23 and FY24.

o DM: The program provides a framework and system for storing and sharing
knowledge, thereby enabling staff to draw lessons from the Fund'’s rich cross-
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country experience and subject-matter expertise. Release 1 has been successfully
deployed in November 2021 and implementation of Release 2 and 3 is expected by
May 2022 and September 2022 respectively. Final program completion is scheduled
for early 2023.

o iDW-related Modules: The iDW modules aim to improve productivity and
collaboration by replacing existing fragmented content, information silos, and
obsolete technology.

e Microsoft Teams has been launched. Migration from Box to OneDrive is expected
to be completed by end-FY22.

e The implementation phase of the Intranet project was resetto February 2022
following a three month pause to allow time to put in place key personnel. The
selected implementation vendor has been onboarded and is validating user
requirements and developing the functional design and technical architecture.

e Scoping activities are continuing on a document workflow module, with
implementation likely to commence in FY23. Initial planning also ongoing for a
corporate Customer Relationship Management (CRM) tool and to support
digitization of analytic tools. Timelines for these projects are being reassessed as
part of a broader portfolio review.

o New Investments total $13.0 million in FY23, including $3.0 million in information security
investments. The proposal includes investments in crown jewel asset protection, data
leakage prevention, upgrade of the lending system, and the Fund’s integrated training
system.

o CCE. In FY23, cloud subscriptions are projected to increase to $15 million, reflecting the
continued transition of Fund systems to the cloud as part of the recent modernization. The
introduction of the CCE has helped bring visibility and transparency to the rising cloud costs.
ITD and OBP will continue to work on managing the sustainability of overall cloud costs
through a more deliberate cloud strategy, consolidation, and license cost optimization.

27. Medium-term: In the FY23-25 period, planning and design work will be completed for the
HQ2 building and systems lifecycle update, a project that has been anticipated as part of the long -
term facilities plan. The project will incorporate the experience of the hybrid work model and smart
building technologies in designing a facility that meets future business needs, transforms the
workplace experience, ensures accessibility, and reduces environmental impact. Medium-term IT
capital projects will be informed by the IT product roadmaps, taking into consideration delivery
capacity and stabilization of the ITD delivery model. The establishment of TRM also will support
strengthening of the governance and support framework IT-intensive capital projects. Pipeline
projects span areas such as financial systems, budget modernization, economic data projects, and
travel.

INTERNATIONAL MONETARY FUND 37



FY2023-FY2025 MEDIUM-TERM BUDGET

N SECTION VL. RISKS

28.

Sustained risks. While risk mitigation activities embedded in the budget, along with the

recent approval of a budget augmentation framework, will help reduce budget risks, significant
residual risk remains due to external drivers that can only be partly addressed through ex ante risk
management.

38

Core country activity. Large uncertainties remain on the duration of the pandemic amidst
successive waves potential impact on the recovery, and the ensuing demand for Fund services
and thus pressures on staff. Recent inflation developments in major markets also contribute to
risks. The war in Ukraine likewise gives rise to large uncertainties over the need for support from
countries impacted by the humanitarian, economic, and financial consequences. Projections by
departments during the FY23 budget formulation process are for baseline program work to
remain elevated around more complex UCT programs, not yet incorporating the impact of the
war in Ukraine. An increase in program requests above what has been reflected in projections,
also due to RST-related operations, would warrant reallocation of resources towards priority
needs. Key mitigation measures in this area include periodic risk updates on scenarios of
program activity, continued incorporation of risk considerations into budget planning, and a
risk-based resource allocation.

Travel uncertainty. In the event of a faster receding pandemic, widely lifted travel restrictions
could create pressures for a rapid resumption of in-person missions above current projections.
The budget allocates resources to ramp up travel in line with the expected improvements in the
health situation. Developments in terms of cost of travel will also require close monitoring. In
case of demand for travel exceeding budgeted amounts, departments would carefully prioritize
travel needs. An interdepartmental working group will review travel budgets, including to
consider lessons from the pandemic experience with remote engagements.

Implementation of strategies supported by the augmentation. Key risks are significant
delays in acquiring and onboarding requisite skillsets and demand from countries for support
rising faster than the Fund'’s capacity to respond that could impact implementation and ramp -up
of deliverables. Actions to mitigate these risks include a multipronged human resources strategy
and dovetailing with the unwinding of crisis positions, ensuring optimal deployment of talent.
Strategy teams will work with departments to ensure that cross-departmental work is well-
coordinated, in particular across the thematic units that will be established. Area departments
rely on the timely availability of and support by functional departments, where expertise is
clustered. A balanced resource allocation between area and functional departments is expected
to reduce dependencies, and a transparent governance and accountability measures around
functional department's supportto country teams is expected to bring predictability.

Hybrid work model. Operational risks of the new hybrid model are linked to challenges of
working from home, the persistent risks of high work pressures, constrained office space, and
ensuring that the resumption under a “new normal” hybrid workplace is efficient and effective.
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Risk mitigation actions include a phased approach to hybrid work with flexibility, empowerment,
training that combines best aspects of in-person and virtual work. Adoption of new technology
to improve the virtual meetings experience, along with a standard IT package for work at home
will also help support the hybrid environment.

e CD fundraising. The risk of a shortfall in fundraising for externally financed CD over the medium
term remains elevated given competing demands for donor resources in the wake of the
pandemic. Risk mitigating actions include diversifying donor support, focusing on fundraising
where member demand is highest and/or is expected to grow (climate, gender, digitalization,
FCS), bringing more flexibility to resources, and reducing funding pressures by extending
phases. Shifting some administrative costs for RCDC focused on FCS to the Fund’s budget
should also reduce funding risk and free donor resources for direct CD delivery where availability
of funding is higher.

¢ Information security. The risk of a large-scale cyberattack, including in the context of the new
hybrid model, remains a significant operational risk identified by departments. Mitigation
actions have focused on modernizing the Fund’s technology infrastructure, risk-based
protection of the Fund's crown-jewels assets and enabling enhanced cybersecurity controls for
solutions and capabilities derived from the modernization programs. Continued efforts are also
underway to promote awareness of the Fund’s information security policies and strengthen staff
vigilance to risks under the new hybrid work model, including through mandatory cybersecurity
training.

e Modernization. Impact of delays and cost overruns in the implementation of transformational
modernization programs reduces the scope for reallocation and could reduce envisaged savings.
Key risk mitigation actions include the step up in the governance framework with continued
close support from the OIA. A TRM-led cross departmental effortis also underway to strengthen
governance, oversight, and project management for IT-intensive modernization programs.

e Budgeting in a period of inflation uncertainty. Greater inflation uncertainty and sharp near-
term shifts in projections also complicates budget management. As underlying prices related to
core fund expenditure categories evolve, OBP will need to carefully manage related risks. These
issues will be explored in more detail in the FY22 budget outturn report.

B SECTION VII. SUMMARY PROPOSAL FOR FY23 (NEW)

29. Proposal. Within the total administrative appropriations, separate appropriations and
expenditure ceilings are proposed for the Offices of the Executive Directors (OED), the Independent
Evaluation Office (IEQ), and other administrative expenditure in the Fund (Table 14). The capital
budget is made up of three components: building facilities, information technology, and IT cloud
capital equivalent.
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Table 14. Proposed Appropriations, FY23 (NEW)
(Millions of U.S. dollars, unless otherwise noted)
General OED IEO Total
Net administrative budget 1,207.3 80.1 7.2 1,294.6
Receipts 1/ 269.4 1.5 0.0 2709
FY22 Fund-financed carryforward (upper limit) 2/ 79.1 13.6 0.3 93.0
Other transitional resources 3/ 9.5 9.5
Total gross expenditures (limit) 1,565.3 95.2 75 1,668.0
Capital budget 779
Building facilities 18.9
Information Technology 44.0
Cloud 15.0
Memorandum items:
Net administrative budget in mil. of FY22 U.S. dollars 1,152.0 76.4 6.8 1,235.3
Fund-financed carryforward, upper limit (in percent) 4/ 7.0 5.0 n.a.
Externally-financed carryforward, upper limit (in percent) 3.0
Source: OBP."Includes $230m in externally financed envelope and $6.3m in externally financed carryforward.
% Actual carryforward is the lesseramount of the underspend in the current year or the specified ratio (shown in
the table) of the current year's net administrative budget. The precise amount will be determined when end -year
financial books are closed. ¥Other transitional resources indicate available resources from OED/IEO excess
underspend above their carryforward limits. No excess underspend is envisaged from IEO for FY23. 4The proposal
reflects a proposed decrease inthe general carryforward limit from 8 to 7 percent. For OED, the carryforward limit
is the greater of the sum of 20 percent of the approved budget for each office and two REG2 FTEs. For IEO, this
reflects the proposed decrease inthe carryforward limit from 8 to 5 percent.
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Proposed Decisions (NEW)

The following decisions, which may be adopted by a majority of the votes cast, are proposed for

adoption by the Executive Board:

Decision 1. Administrative Budget for FY23.

A Appropriations for net administrative expenditures for Financial Year 2023, including
US$23 million of the first tranche of the augmentation resources, are approved in the total
amount of US$1,294.6 million: (a) up to US$80.1 million may be used for the administrative
expenditures of the Offices of Executive Directors, (b) up to US$7.2 million may be used for the
administrative expenditures of the Independent Evaluation Office, and (c) up to

US$1,207.3 million may be used for the other administrative expenditures of the Fund.

B. In addition to the amounts for net administrative expenditures appropriated under
paragraph A, amounts appropriated for net administrative expenditures for Financial Year 2022
that have not been spent by April 30, 2022 are authorized to be carried forward and used for
administrative expenditures in Financial Year 2023 in a total amount of up to US$93 million, with
sub limits of (a) US$13.6 million for the Offices of Executive Directors, (b) US$0.3 million for the
Independent Evaluation Office, and (c) US$79.1 million for the other administrative expenditures

of the Fund.

C. A limit on gross administrative expenditures in Financial Year 2023, including

US$9 million of the first tranche of the real increase in space for externally funded CD linked to
expanded work on the structural transformation agenda and externally funded carryforward, is
approved in the total amount of US$1,668.0 million, with sub limits of (a) US$95.2 million for the

administrative expenditures of the Offices of Executive Directors, (b) US$7.5 million for the
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administrative expenditures of the Independent Evaluation Office, and (c) US$1,565.3 million for

the other administrative expenditures of the Fund.

D. The appropriations for “other administrative expenditures of the Fund” and the “limit on
gross administrative expenditures” for FY 23 set out in paragraphs A and C above will be
increased by the amount of (i) the OED excess underspend above the individual office
carryforward limits and underspend from OED central resources from FY22; and (ii) the IEO
underspend above the carryforward limit, as determined in the FY 22 year-end closure of the

Fund’s financial books.

Decision 2. Capital Budget Appropriations for Financial Year 2023

Appropriations for capital projects underway or beginning in Financial Year 2023 are approved

in the total amount of US$77.9 million and are applied to the following project categories:

(i) Building Facilities: US$18.9 million

(i) Information Technology: US$44 million

(iii) IT Cloud Capital Equivalent: US$15 million

Decision 3. Carryforward mechanism for externally funded expenditures

A new carryforward mechanism for externally funded CD expenditures shall be adopted as set

out in paragraphs 1-6 of Annex IV of EBAP/22/14, 04/01/22.

Decision 4. Funding for Competitiveness measures.

Funding for the implementation of competitiveness measures, as called for under the CCBR—
Revised Proposed Decisions, paragraph 13 (EBAP/19/104, 12/16/19), will be calculated following

the methodology as laid out in Annex lll, Box 1 of EBAP/22/14, 04 /01/22.
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Annex l. Projected FY22 Outturn

Table 1. Net Administrative Budget: Estimated Outturn, FY21-22 (REVISED)
(Millions of U.S. dollars)
FY 21 FY 22
Budget  Outturn Budget Projected Outturn
Fund- Donor- Fund- Donor-
Total Total financed financed Total financed financed Total
Gross expenditures 1,429 1,268 1,249 210 1,460 1,204 163 1,367
Personnel 1,055 1,049 938 137 1,074 985 122 1,107
Travel 133 16 81 53 134 18 7 25
Buildings and other expenses 230 203 218 21 239 201 34 235
Contingency 1/ 11 12 12
Receipts -243 -142 -36 -210 -246 -26 -163 -189
Net expenditures 1,186 1,126 1,214 0o 1,214 1,178 o 1,178
Sources: Office of Budget and Planning and PeopleSoft Financials.
" Includes contingencies for general net admin budget.

Box 1. FY22 Budget Developments

Structural budget utilization is expected to improve over
FY21, reflecting increased hiring and rising support costs.

NetUnderspend, FY12-22 (REVISED)
(In percent, relative to Fund -Financed approved budget)

FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 Fy22
(Proj.)

Projected FTE usage (s expected to remain within the
overall budget allocation, including temporary positions.

Budgeted Staff Positions vs Projected Outturn, FY22
(Fund-financed FTEs)

Area

900

800

700

600

400

Functional non-CD  Functional CD Support

= Working FTEs Proj. FTE Outturn — Approved FTEs

At the same time, continued underspend reflects Covid-
related delays in return to travel and building occupancy.

Budget and Carryforward, FY12-22
(Millions of FY22 U S. dollars) (REVISED)

1,350

FY 12 FY13 FY14 FY 15 FY16 FY 17 FY 18 FY19 FY20 FY21 FY22
(proj)

1,300
1,250
1,200
1,150
1,100
1,050
1,000

H Approved Budget

Note: Excludes additional contributions to RSBIA in FY12-13, FY16-17
" Includes travel to Annual Meetings abroad.

Carryforward — Total Spending

Negative structural vacancy rates highlight the significant
crisis hiring using temporary resources.
Structural Vacancy Rates, FY12-FY22
(In percent) (REVISED)

S hhedblo s nw s

FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 Fy21 Fy22

Proj.

—=—Vacancy rate vs Approved  —S—Vacancy rate vs Working

'Prepared by OBP.
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Box 1. FY22 Budget Developments, (concluded)

Travel spending is expected to be well below the pre-
crisis level in FY19, reflecting protracted travel
restrictions.

Total Spending, FY19, FY21, FY22
(Millions of FY22 U S. dollars) (REVISED)

FY19 FY21 FY22
Approved
Outturn Outturn Budget  Forecast
Business Travel 127 2 123 14
Settlement Travel 8 6 10 10
Miscellaneous Travel 1 8 1 2
Total Travel 137 16 134 25

Security spending (s projected to return to pre-

pandemic levels reflecting reduced field security needs.

Administrative Security Spending, FY19-22
(Millions of FY22 U.S. dollars) (REVISED)

50
40
30

20

FY19 Fy20 Fy21 FY22 proj.

W HQ security ®IT security ™ Field security ™ Business continuity

Source: Departmental submission and OBP staff calculations.

Building occupancy remains below pre-pandemic
levels, despite some pick up with early implementation
of the hybrid work model. Accounting changes related
to CCE reflected in IT spending.

Fund-Financed Building and Other, FY20-22
(Millions of FY22 U S. dollars) (REVISED)

250

200 .

= =

100 68 67 E 66
"0 0 0 1§
0

FY20 Qutturn FY21 Qutturn FY22 Budget FY22 Qutturn (Proj.)
® Building Occupancy
® Contractual Services
B Comms,, Supplies/Equipment, Other

Information Technology
m Subscriptions and Printing

Receipts are expected to improve relative to FY21 as
externally-funded CD recovers.

Receipts, FY21-22
(Millions of FY22 U.S. dollars) (REVISED)

FY 21 FY 22
Proj.
Outturn Budget outturn
Total 141.7 246.0 189.0
Externally financed CD (direct cost only) 1184 2104  163.0
General receipts 233 35.6 26.0
Of which:
Administrative and TFMF 1/ 83 147 114
Publications income 0.1 2.7 0.2
Fund-sponsored sharing agreements 2/ 2.9 4.1 23
HQ2 lease 3/ 0.6 14 1.0
Concordia 0.5 39 2.2
Parking 0.1 35 0.0
Corporate, Travel and P-cards 0.0 0.5 0.0
Memorandum Item:

CD Outturn assumed for planning 165.0

Y Trustfund management fee of 7 percent.
%/ Reimbursements principally from the World Bank.
¥ Includes Credit Union and retail tenants.
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Annex ll. Assumptions Underlying the FY23 Budget and
Concepts/Overview of the Budget Process

A. Assumptions Underlying the FY23 Budget (NEW)

The proposed FY23 Budget has been formulated based on the following key assumptions:

1. Deflator: The nominal increase to the
overall budget is based on the latest
published U.S. CPI in the January WEO

(4.8 percent).

2. Salaries: The proposed increase to
the Fund'’s salary structure is 5.0 percent for
both staff and contractual employees. This
includes a structural increase of 2.2 percent
and a merit component of 2.8 percent, the
latter of which reflects the merit component
of marketindexation and application of the
safeguard mechanism. Overall, 3.4 percent of
the increase reflects the market indexation
formula and 1.6 percent reflects application of
the safeguard mechanism to bring the
comparatio securely into the safeguard target
range (98-102 percent), consistent with the
system'’s rules. Wage erosionis 1.5 percent.
The net effect of salary-deflator dynamics for
staff is $10.6 million and for contractuals,
about -$0.1 million, leading to about

$10.5 million in aggregate space that will
contribute to other structural spending,
including a structural staff increase of 45

Preliminary Personnel Spending, FY23/
(Millions of U.S. dollars)

Budget Category FY 23
Personnel budget 1,158
Salaries 735
Staff, OED, and IEO 568
Other personnel 167
Other personnel budget 24
Retirement benefits 2/ 122
Retired Staff Benefit Investment Account (RSBIA) 62
Health benefits 50
Tax allowances 418
Home leave 33
Children’s education allowances 38
Child Care 7
Overseas allowances 25
Training and study allowances 12
Spouse and child allowances 8
Other benefits 3/ 12
Other misc. personnel budget 4/ 7

Source: OBP. " Includes donor financing. Composition of budget
line items pending finalization of donor-funded activities.
Excludes spending funded from transitional resources. ¥ Includes
the Staff Retirement Plan (SRP) and 401K retirement accounts. ¥
Includes emergency travel, life insurance benefits, settlement
allowances, and SBF separation incentives. ¥ Includes payments
to non-Fund staff such as ICD participants, and other
miscellaneous expenses.

positions. An additional 54 positions will be funded from augmentation resources.

3. Staff Retirement Plan (SRP): The proposed FY23 contribution from the administrative
budget to the SRPis 14 percent of estimated pensionable gross remuneration (PGR)—a rate

consistent with the funding framework approved by the Executive Board in 2004 and reaffirmed by
the Pension Committee, most recently in January 2016." Starting in FY23, as part of the CCBR
reforms, changes to the grossing up formula used to calculate PGR will lower the Fund’s

1See Staff Retirement Plan and Retired Staff Benefits Investment Account—Five Year Review of Actuarial Assumptions
and Methods, Funding Frameworks and Grossing-Up Formulas (RP/CP/16/1),
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contribution to the SRP by about $7.5 million. In line with the proposal by the Pension Committee,
5.86 percent of PGR, approximately $49.0 million, will go to the SRP as indicated by the actuary, and
8.14 percent of PGR, approximately $68.1 million, will be added to the pension reserve.?

4. Retired Staff Benefits Investment Account (RSBIA): The proposed FY23 contribution from
the administrative budget to the RSBIA is 7 percent of the estimated PGR, or about $58.6 million.
The 7 percent contribution rate is consistent with the funding framework approved by the Executive
Board in 2012 and reaffirmed by the Pension Committee in January 2016 (footnote 2).

5. Medical Benefits Plan (MBP): For FY23, a new proposal to peg MBP contribution rates to a
claims-trend index is expected to take effect. 3 Prior to FY21, contributions to the MBP were indexed
to structural salaries. In FY21 and FY22, MBP contributions were aligned to the new single salary
increase implemented as part of the CCBR reforms. The proposed shift this year addresses an
existing gap between MBP premium contributions and plan costs. The proposed FY23 rate is 5.2
percent; this is expected to increase costs to the administrative budget by an average of about $6
million annually in the medium-term budget period compared to previous projections.

6. Other costs: Other expenses, with the exception of Preliminary Standard Cost
travel, which is held constant nominally, are expected to rise in by Grade, FY23
line with projected U.S. CPI in FY23, based on January WEO (in US. dollars)
update database. Grade Standard Cost
BOS5 654,130
BO4 567,970
7. Standard cost by grade (Text Table): Taken as a whole, bos i;S;‘iE
salary and benefits combined give an indicative standard cost Bor a00.210
for each staff member (or “person year” cost). FY23 standard o ;‘323;2
cost rates are based on the 2023 midpoints as proposed to the A3 292,430
Al12 254,300
Executive Board in the 2022 Review of Staff Compensation and A1 221,120
A10 192,280
adjusted for an assumption that benefits are spread equally A09 167,200
across staff and grades. This methodology protects privacy of A08 159,200
. .. .. .. AO07 142,130
individual staff and prevents departmental hiring decisions to A06 126,890
be made on the basis of individual demographics (such as age, o Tox ren
1 1 1 AO03 90,330
family status, or nationality). ros oem
AO1 72,090
8. Travel: About $16 million in travel resources will be Sources: OBP and HRD

repurposed in FY23 to fund crisis-related needs. This reflects 25

percent of departmental business travel (12.6 million); settlement travel ($2.5 million); and seminar
travel and ICD participant costs ($1.3 million). An additional $2.9 million in structural savings (that
will fund other departmental needs) stem from holding travel budgets flat in nominal terms.

2See Fund Contribution to the Staff Retirement Plan in FY 2022 (RP/CP/21/2).
3 Forthcoming 2022 Medical Benefits Plan-Annual Review of Finances.

4 Changing the Personnel Standard Cost (EB/CB/08/5, 11/26/2008).
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B. Concepts/Overview of the Budget Process

Financial year (t): May 1(t-1) to April 30(t)

E.g., FY23 = May 1, 2022 to April 30, 2023

Administrative budget:

FY22 Administrative Budget Gross Spending Composition, FY22

(In Millions of US Dollars) (Millions of US Dollars, including donor financed CD)

2,000

Contingencies; 11

Building and
1,600 1,456 ; Other‘ p
1214 Thavel

OED; 76 IEO; 7
1,200
800

Personnel; 1,055
400 243

0 [

Gross Budget Receipts Net Budget

\ All Others; 1,346 ’

Gross (total spending envelope)

- (minus)

Receipts (donor funding + revenue)
= (equals)

Net (spending that needs funding)

Total Available Resources = Net + Carryforward

Carryforward:

The right to spend budget allocations beyond the period for which budgetary authority is normally
granted (12 months). Carryforward (CF) limits are set for the IEO, OED, and at the general level for
other administrative expenses. The general CF limit has varied over time, rising to 6 percent
following the GFC and reverting to 3 percent in FY12. The Board approved an increase in the general
CF limit from 3 to 5 percent in 2020 and then to 8 percentin 2021 and IEQO’s CF limit from 5 to 8
percent for the following three years in response to COVID-related travel restrictions and emerging
crisis needs.

The OED CF limit for each office is set at a maximum of 20 percent of the approved budget or the

dollar equivalent of two Advisor FTE positions. The OED central carryforward was discontinued
effective FY21 in line with the streamlining of OED central budget accounts.
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The CF is the minimum of the underspend in the current year or CF limit of the current year’s
approved net administrative budget. Specifically:

CF: = min (Ut, X Bt)
Where:
Ut = underspend in current FY (Bt + CFi.1— Ey)
Bt = net administrative budget in current FY
CFt.1 = carryforward from previous FY
Et = net expenditures in current FY
x = ratio limit of CF

Global external deflator:

Starting in FY21, the global external deflator is based on U.S. CPI data underlying the published
January WEO update. The current deflator is based on the January 2022 WEQO Update data.
Calculation of the global external deflator uses the January quarterly data.

e Forthe current fiscal year: US CPI for the first three-quarters and projected US CPI for the last
quarter.

e For the next fiscal year: Quarterly US CPI projections for the corresponding period.

Capital budget:

Used to finance investments in IT and building improvements and repairs. Given the long-term
nature of these projects, capital budgets are available for a period of three years, after which time
unspent appropriations lapse. Project in the capital budget cover acquisition of building or IT
equipment; construction, major renovation or repairs; major IT software development or
infrastructure projects.

Cloud Capital Equivalent (CCE).

A sub-category within the capital budget for cloud subscription costs, as per the budgetary
treatment approved by the Board in April 2021. The CCE was introduced in response to the Fund's
migration from a “purchase/build and maintain” software model to a model based on cloud-hosted
platforms with subscription costs, which would have, all else equal, reduced capital spending and
increased administrative spending.

Budget process. The starting point for the annual budget exercise is the membership’s priorities as
expressed in the Managing Director’s Global Policy Agenda, the IMFC Communiqué, and the Board
Work Program. The budget translates these priorities into reallocations across departments and
outputs. The Board also reviews the income and expenditure position, staff compensation, and the
capital budget. The Committee on Capacity Building (CCB) and a Board briefing on CD priorities
enable strong links between CD and the budget process.
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Annex llIl. Compensation and Budget' (NEW)

This annex sets out the interaction of personnel-related costs and the FY23 budget, including ongoing
implementation of the 2019 Comprehensive Compensation and Benefits Review (CCBR). In this context
it provides the budget framework for implementation of competitiveness measures, as called for under
the CCBR—Revised Proposed Decisions, paragraph 13. Further detail on implementation of these

measures will be provided by HRD during FY23.

1. Overview: Personnel currently makes up about 75 percent of the Fund’s budget. Salary
dynamics affect the budget in several ways related to a) salary structure-deflator dynamics, b) wage
erosion, and c) grade drift. These dynamics are discussed below in general terms and as they relate
to the FY23 budget.

2. Salary-Deflator dynamics: Consistent with agreements at the time of the CCBR discussions,
the methodology for determining the Fund'’s deflator was changed during the FY21 budget cycle to
use of U.S. CPI (based on the January WEO update) from the earlier use of a weighted average of the
structural component of salary increases (70 percent, based on historic weight of personnel in the
net administrative budget) and U.S. CPI for non-personnel price increases (30 percent). The new
deflator implies increased year-to-year volatility in nominal budget space driven by differentials
between CPI and the salary structure. In any given year, this differential could create budget space
(when the deflator exceeds the structural component of the salary increase) or budget pressure (in
the opposite scenario). Recognizing the two-directional risk associated with these differences, OBP
will monitor these changes over time and continue to report on developments, including as part of
the annual report on the budget outturn.

3. Other dynamics and competitiveness measures: Two other internal dynamics affect the
Fund's salary-related expenditures: shifts in average salaries within grade bands and shifts in
average grade, measured at the midpoint of each grade. These wage and grade erosion effects tend
to drive down the average Fund-wide salary and grade structure (but not individual salaries) and
create space for meritincreases and promotions.

e Merit increases and competitiveness measures: Prior to the CCBR, merit increases were set
equivalent to wage erosion (which is calculated and reported by HRD as part of their annual
compensation report). Now, merit increases are implied as a component of the single annual
salary increase indicated by external benchmarks, creating the possibility of a differential. Two
mechanisms were established under the CCBR reform with a view to offset a downward driftin
average salaries.

o Arules-based safeguard mechanism assesses whether the proposed single salary increase
leaves aggregate salaries below a comparatio of 98 percent or above a comparatio of 102

1This annex discusses only salary dynamics as they relate to the Fund’s budget; it does not look at salary dynamics
vis-a-vis individuals covered in the HRD report on compensation, where different concepts need to be applied.
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percent of the market. When used for aggregate salaries, a comparatio of 100 indicates that
the weighted average of salaries based on the overall salary increase are equal to the
weighted average of the midpoints; that is, average salaries are at the market. This ratio is
calculated by HRD and included in their compensation report to the Board.

Competitiveness measures. Funding for competitiveness measures was envisaged in the
CCBR using a portion of the budget space created by the difference between the merit
component from comparators and wage erosion. Resources could be repurposed for
targeted compensation tools (such as, higher starting salaries, hiring bonuses, special skills
premia, larger increases at promotion, and/or training, as warranted) to maintain the Fund'’s
competitiveness in attracting top global talent. For FY23 and in future cycles, the
methodology outlined in Box 1 is proposed for the calculation of space for competitiveness
measures.

Box 1. Proposed Methodology

CCBR Decision—Competitiveness Measures: Additional compensation tools will be developed under

the

guidance of management to support the Fund’s competitiveness, invest in human capital and further the

objective of enhancing diversity. These tools, which are a key feature of the proposed package of changes, will
use a portion of the budgetary savings from changes to the salary increase methodology and will include:

Selective use of higher starting salaries, recruitment bonuses and scarce skills premia to support
recruitment in highly competitive and challenging areas such as young economists for the EP, experts
with “scarce or hot skills” (e.g., financial sector, climate change, cyber security), and staff from under-
represented regions;

Higher salary increases at promotion, where warranted, to reward strong performance and support staff
retention; and

Increased funding for training that would enhance mobility, and professional growth and development.

These tools would ensure the Fund maintains a competitive total rewards package and further support the

C

onvergence of staff salaries towards the midpoint, mitigating the use of the proposed safeguard

mechanism.

Proposed Methodology

/ Final

Data used in calculationsin terms of wage erosion and the merit increase, including related safeguard
calculation, are done by HRD and set out in the annual Review of Staff Compensation.

Space for competitiveness measures is calculated by OBP using this data as: wage erosion — merit
increase, after any application of the rules-based safeguard mechanism for Fund wide salaries, as
determined in the compensation process. The scale of space for competitiveness measures is reported
in the final medium-term budget report.”

HRD will determine the use of this space and will report on these measures in their fall update to the
Board and in the recruitment and retention report.

space for competitiveness measures will be confirmed following conclusion of Board discussion on the salary and implied

merit increase, following the rules set outabove.
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Grade Erosion and Skills Upgrading A rules-based framework for promotions, together with
internal hiring policies that govern recruitment at higher grade levels work to limit the impact of
skills upgrading on the budget. In a framework set out in 2012 for salary adjustments, the net
budget impact of skills upgrading taking into account grade erosion was estimated at around
0.5 percentand the annual impact absorbed in the budget each year. While these changes are
projected upfront and monitored, the final outcome is observable only ex post.

FY23 Dynamics: In FY23, there is a positive differential between the budget deflator (4.8

percent) and the proposed increase in the salary structure (2.2 percent). This creates nominal budget

space. There is a negative differential between wage
erosion (1.5 percent) and the implied merit increase FY23 Percent
(2.8 percent). This uses budget space. Single salary increase: 50
e Applvi h df k f Structural component: 22
pplying the proposed framework for
competitiveness measures set out in Box 1, no Merit Component: 28
additional space is created for competitiveness Wage Erosion: 15
measures in FY23 as the merit increase is larger Deflator- 48
than space created by wage erosion. As noted, ) _
. Structure-Deflator Differential: 2.6
HRD will develop plans on how to use future
budget space for competitiveness measures and Merit-Erosion Differential: 13

report on this during FY23. At the same time, the

compensation paper notes that flexibility exists for targeted measures in pay setting within
salary grades which will be examined to recruitin critical specialized areas, recognizing the
importance also of internal equity considerations.

In terms of grade erosion, some competitiveness measures, such as loosening restrictions on
higher level hiring to attract specialized skills will need to be reviewed against the framework for
skill upgrading described above. Continued adherence to the rules-based promotion framework
will minimize grade creep. These effects will continue to be reported in the annual budget
outturn paper. HRD, in consultation with OBP, will bring these issues to the Board for
consideration following some experience with the new framework for competitiveness measures.
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Annex IV. Proposed Policy for Externally Funded Carryforward®
(NEW)

1. The IMF02 carryforward policy will share key features of the IMFO1 policy (Table 1).
Mostimportantly, any IMFO2 carryforward will not become part of the budget baseline,
departmental or Fund-wide, to ensure firm control of the Fund's overall budgetary envelope.

2. The IMF02 carryforward will differentiate between staff costs and other administrative
costs. Underruns related to staff (Group 1 in the Fund's budget structure) can be carried forward will
remain in the central allocation managed by ICD. Recognizing the interaction between Fund and
external spending on Group 1, ICD and OBP will coordinate on calculating this carry-forward. Those
in other expense categories (Group 2-5, and for CD, typically expert contracts and travel) will remain
with departments and will be fungible (within some constraints).

3. Planning of spending associated with the carryforward will be integrated into the CD
planning process. Departments will formulate their medium-term workplan taking into account a
projected level of carryforward in addition to their structural budget. At the beginning of the new
fiscal year, carryforward resources will be allocated based on: a) confirmation of departmental
allocations of underspend of non-staff budgets and b) allocation to a central pool of staff-related
underspend that is eligible for carryforward. This process will be led by ICD, guided by the decisions
of the Committee for Capacity Building. Departments would make any final adjustments to
workplans following this process.

4. Spending associated with the carryforward will be constrained by parameters of
available external funding. The proposed carryforward would not create new financing needs, nor
would it change the purpose for which partners have provided resources to the Fund. The
carryforward would increase, at the margin, the amount of money the Fund is authorized to spend
within a given year utilizing the resources provided by donors and would not change the terms and
conditions of specific funding agreements. Consultations on workplans with partners would
continue through existing mechanisms.

5. The Fund-wide IMF02 carryforward will be limited to a fixed proportion of the overall
IMFO02 budget. At the end of each fiscal year, the difference between actual overall IMF02
expenditure and the IMFO2 budget, up to a set percentage of the IMF02 budget, would be allowed
to be carried forward and spent during future fiscal year. Limiting the size of the carryforward is
warranted to avoid volatility in budget allocations. The limit will be set by the Board and is proposed
to be 3 percent for FY23.

6. ICD will report on the IMFO2 carryforward annually. As with the IMFO1 carryforward, the
Medium-Term Budget paper will present an estimate of carryforward from the current fiscal year
and seek approval in the formal decision, with the actual carryforward based on final end -year

1Prepared by ICD
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outturn up to the limit. The final outturn for the previous fiscal year and the actual amount carried
forward for IMFO2 into the new fiscal year will be presented in the Budget Outturn paper. The use of
carryforward budget resources would not affect the presentation of expenses in the Fund’s audited

financial statements. The estimated cost of implementing a carryforward policy is expected to be
minimal and will be absorbed by the existing ICD and OBP budgets.

Table 1. Comparison of Key Features of IMFO1 and IMF02 Carryforward Policy

Feature

IMFO1

IMF02

Comparison

Purpose of the
carryforward (CF)

Limit

Calculation

Allocation of central
CF among
departments

Fungibility rule

Deflator

Allow unspent resources in IMFO1,
up to alimit, to be carried forward
to the next financial year.

Set annually. 7 percent in FY23 on
an exceptional basis. Has varied
by historiclevel of 3 percent.

Central CF: Underspending in
Group 1.V
Department’s CF: Underspending

in Groups II-VI of its budget less
any Group 1 overspend.

Fund temporaryneedsin
departments, including temporary
FTEs.

Consistent with temporary
resource needs approved in the
budget paper, no constraints on
the use of central CF across
expenditure group. Full fungibility
of department’'s CFacross
expenditures in Groups lI-IV.

CF will not be adjusted by the
deflator or be part of the base
when moving from one year to
the next.

Allow unspent resources in IMFO2,
up to alimit, to be carried forward
to the next financial year.

3 percent for FY23.

Central CF: Underspending in
Group 1.V

Department’'s CF: Underspending
in Groups II-VI of its budget.

Group 1 overspend can lead to an
adjustment of this amount for
non-staff expenditures.

Fund temporary needs for
reprioritizationinworkstreams or
departments, to absorb
unexpected demand shocks.

No constraints on the use of
central CF across expenditure
group. Full fungibility of
department’s CFacross
expenditures in Groups II-IV.

CF will not be adjusted by the
deflator or be part of the base
when moving from one year to
the next.

Similar

Same for
steadystate

Broadly similar

Broadly similar

Same

Same

Y Group |—personnel costs for staff. Group ll—costs of HQ-based experts, and Long- and Short-Term Expertsin the field, Group
Ill—costs of various contractual employees and overtime expenditure, Group IV—discretionary departmental expenditures such as
Travel and Seminar etc. Group V—costs allocated to specific department for Fund-wide services (e.g., publication, facilities costs),
Group Vl—covers revenues (including Trust Management Fee from external partners).
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Table 1. Administrative Budget, FY17-22
(Millions of U.S. dollars) (REVISED)

FY 17 FY 18 FY 19 FY 20 FY 21 FY 22
Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn  Budget Proj.

Outturn 2/

Personnel 934 922 969 962 1,009 995 1,025 1,028 1,055 1,049 1,074 1,107
Travel 123 115 126 121 135 126 134 97 133 16 134 25
Buildings and other expenditures 205 218 209 226 215 224 224 225 230 203 239 235
Contingency 1/ 11 0 11 0 12 0 14 0 11 0 12 0
Total Gross Expenditures 1,273 1,255 1,315 1,309 1,371 1,346 1,397 1,350 1,429 1,268 1,460 1,367
Less: Receipts 200 189 211 211 236 214 239 199 243 142 246 189
Total Net Expenditures 1,072 1,066 1,104 1,099 1,135 1,131 1,158 1,150 1,186 1,126 1,214 1,178

Source: OBP.

Represents the contingencies for staff, OED and IEO.
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Table 2. Gross Administrative Expenditures: Personnel, FY17-221/2/
(Millions of U.S. dollars, unless otherwise noted) (REVISED)

Expenditure category FY 17 FY 18 FY 19 FY 20 FY21 FY 22 Proj
Personnel expenses 922 962 995 1,028 1,049 1,107
Salaries 569 603 619 641 657 700
Other personnel expenditures 348 354 371 383 391 398
Retirement benefits 3/ 4/ 157 162 168 178 180 185
Health benefits 45 44 47 49 51 54
Tax allowances 39 39 41 41 41 40
Home leave 29 29 31 31 41 40
Children's education allowances 28 29 32 32 39 43
Overseas allowances 19 20 21 22 15 12
Training and study allowances 10 11 11 10 9 6
Spouse and child allowances 7 7 7 7 7 6
Other benefits 14 13 13 14 9 11
Spouse points and emergency travel 1 1 2 1 0 0
Life insurance and death benefits 1 1 1 1 1
Settlement allowances 5 6 5 5 4 6
SBF and other separation incentives 7 5 6 7 4 4
Staff Services 0 0 0 0 0 0
Other misc. personnel expenditures 5/ 5 5 5 5 1 9
IMF Institute participant allowances 3 3 3 2 0 0
Social and welfare expenses 2 3 2 3 1 9
Memorandum items:
Total gross expenditures 1,255 1,309 1,346 1,350 1,268 1,367
Personnel expenses (percent of total) 74 73 74 76 83 81
Salaries (share of total personnel expenses) 62 63 62 62 63 63
Other personnel expenditures (share of pers. exp.) 38 37 38 38 37 37
Total personnel expenses (in FY 21 dollars) 1,043 1,056 1,069 1,075 1,068 1,107
Salaries 644 661 665 670 669 700
Other personnel and misc. personnel expenditures 399 394 404 405 399 407

Source: OBP.

Reflects currentexpense categories in the chart of accounts. #Includes donor financing. *Includes the Staff Retirement Plan
(SRP), 401K retirement accounts, and Retired Staff Benefits Investment Account (RSBIA). #FY16-17 reflectadditional
contributionsto the RSBIA. ¥Includes ICD participants’ allowances, and social and welfare expenses.
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Table 3. Gross Administrative Expenditures: Travel, FY17-22
(Millions of U.S. dollars) (REVISED)

FY 17 FY 18 FY 191/ FY 20 FY 21 FY 22

Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Proj. Outturn

Expenditures 123 115 126 121 135 126 134 97 133 16 134 25

Business travel 98 88 99 92 1 99 107 72 103 1 103 13

Transportation 98 49 99 52 1 56 102 41 98 1 91 10

Per diem 39 40 43 6 31 5 0 12 3

Seminars & other 14 15 15 18 14 18 16 14 19 1 20 1

Other travel 12 1 12 1 10 10 10 10 10 14 1 1
Source: OBP.

VIncludes travel to the Annual Meetings in Bali ($6 millionin FY19).

Table 4. Gross Administrative Expenditures: Buildings and Other Expenses, FY17-22
(Millions of U.S. dollars) (REVISED)

FY 17 FY 18 FY 19 FY 20 Fy 21 FY 22

Proj.
Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn

Buildings and other expenses 205 218 209 226 215 224 224 225 230 203 239 235
Building occupancy 59 65 63 68 67 69 70 69 73 68 77 64
Information technology 61 65 65 69 69 66 72 67 73 67 75 66
Subscriptions and printing 19 21 21 22 20 21 14 20 21 18 21 19
Communications 7 8 8 8 8 8 8 8 8 7 8 7
Supplies and equipment 6 6 4 7 4 6 4 5 4 2 4 4
Miscellaneous 1/ 52 53 50 52 46 55 57 56 52 41 54 74

Source: OBP.

Excludes contingency. Mainly for contractual services, for example, translation and interpretation services, external audit, as
well as other consulting services on business practicesand processes.

Table 5. Gross Administrative Expenditures: Receipts FY17-22
(Millions of U.S. dollars) (REVISED)

FY 17 FY 18 FY 19 FY 20 FY 21 FY 22
Proj.
Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn Budget Outturn
Receipts 200 189 211 211 236 214 239 199 243 142 246 189
Externally-financed 160 153 172 174 196 178 200 168 206 118 210 163
General receipts 1/ 40 35 39 37 40 36 39 31 37 23 36 26
Source: OBP.

YIncludes Trust Fund Management Fees.
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Table 6. Net Administrative Expenditures by Department, FY18-221
(Millions of U.S. dollars) (REVISED)

FY 18 FY 19 FY 20 FY 21 FY 22
Budget 2/ Outturn  Budget2/ Outturn Budget2/ Outturn Budget2/ Outturn Budget 2/ Proj.

Outturn

Area 295 292 302 300 312 303 306 295 319 316
African 85 86 89 89 93 91 92 88 96 96
Asia and Pacific 43 43 44 44 46 46 45 45 47 47
European 69 66 69 68 71 68 66 63 68 66
Middle East and Central Asia 51 51 52 52 53 49 52 50 55 55
Western Hemisphere 46 46 47 47 50 49 51 49 54 52
Functional non-CD 163 161 167 165 170 170 180 174 189 187
Communications 37 37 38 36 39 36 38 36 39 39
Finance 36 34 36 35 37 38 41 40 43 43
Research 36 35 35 35 36 36 39 36 40 40
Strategy, Policy and Review 54 54 58 59 58 61 63 61 66 66
Functional CD 246 245 260 256 266 259 259 252 274 270
Fiscal Affairs 61 61 62 62 63 62 63 64 67 68
Institute for Capacity Development 34 34 34 34 35 33 32 30 33 31
Legal 27 26 28 28 30 30 31 29 32 32
Monetary and Capital Markets 84 83 86 85 87 86 85 83 91 89
Statistics 41 40 49 46 50 48 49 47 52 50
Support/offices 311 305 310 300 319 303 339 315 337 328
Corporate Services and Facilities 95 95 100 99 102 99 112 108 110 110
Information Technology 106 106 107 104 108 104 112 102 109 106
Human Resources 36 35 38 38 42 41 50 47 48 46
Risk Management 3 2 3 3 3 3 4 3 4 3
Secretary's 23 23 23 21 24 20 22 19 25 23
Office of Budget and Planning 5 5 5 5 5 5 6 5 6 6
Office of Internal Audit and Inspection 5 5 5 5 5 5 6 5 6 6
Office of the Managing Director 10 10 11 11 1 11 11 10 12 11
Other small offices 3/ 27 23 17 15 18 15 17 15 18 17
Total departments/offices 1,015 1,003 1,039 1,022 1,066 1,035 1,084 1,035 1,120 1,102
Others 93 73 97 75 97 75 92 7 97 73
Independent Evaluation Office 7 6 7 6 7 7 7 6 7 6
Office of Executive Directors 87 67 91 69 90 68 85 65 89 66
Central accounts 4/ 40 28 44 37 42 41 65 20 111 4
Total 1,148 1,104 1,181 1,134 1,205 1,150 1,241 1,126 1,327 1,178

Source: OBP.

"Working budget Excludes external financing. Based on departmental projections. #Represents total available resources,
¢} g 9 p proj P

i.e, approved budget plus carryforward. ¥Includes training institutes overseas and small officesat HQ. #Includes

contingencies and resources in centrally administered accounts, e.g., for the resident representative program, HR-related

programs, standard cost adjustments.
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Table 7. Fund-financed FTE Utilization by Department/Office, FY18-22 (REVISED)

FY 18 FY 19 FY 20 FY 21 FY 22
Approved Proj.
Budget Outturn 3/

Area 788 799 799 804 781 832
African 221 226 229 232 227 248
Asia and Pacific 114 114 116 123 113 122
European 186 189 187 177 172 178
Middle Eastern and Central Asia 134 137 129 134 136 144
Western Hemisphere 133 133 138 138 133 141

Functional non-CD 505 511 522 526 502 561
Communications 91 87 88 90 90 92
Finance 128 129 132 136 127 143
Strategy, Policy, and Review 174 183 188 188 174 202
Research 112 112 113 112 112 125

Functional CD 707 710 718 730 730 766
Fiscal Affairs 161 160 160 161 161 182
Institute for Capacity Development 123 124 128 126 123 121
Legal 77 80 80 86 83 90
Monetary and Capital Markets 220 221 228 234 228 245
Statistics 127 126 122 123 134 129

Support/others 556 565 566 598 603 600
Corporate Services and Facilities 159 160 158 162 162 163
Information Technology 153 145 144 139 153 145
Human Resources 88 96 99 130 110 119
Office of Budget and Planning 16 17 16 17 16 18
Office of Internal Audit 12 13 13 12 16 14
Office of Risk Management 2 9 10 9 10 9
Secretary's 59 59 60 63 66 68
Office of the Managing Director 25 25 25 26 26 26
Other small offices 1/ 43 40 40 42 44 38

Central allocation 2/ 11 17 17 7 18 7

Total departments/offices 2,568 2,603 2,622 2,666 2,633 2,766

Others 262 263 264 262 255 263
Independent Evaluation Office 15 15 15 15 15 16
Office of Executive Directors 247 247 249 247 240 247

Total (excl. donor financed) 2,830 2,865 2,886 2,928 2,888 3,029

Source: OBP "Includes training institutes overseas and small officesat HQ. #Includes HR-related programs. 3 Projected
outturn based on departmental projections.
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Table 8a. Fund-Financed Gross Administrative Spending Estimates
by Output (indirect costs allocated), FY20-221/ (REVISED)

Millions of FY 22 U.S. dollars Percent of total
FY 22 FY 22
FY 20 FY 21 Est. Proj. FY 20 FY 21 Est. Proj.
Resources Outturn Resources  Outturn
Total 1,238 1,196 1,249 1,204 100.0 100.0 100.0 100.0
Multilateral surveillance 271 283 329 313 21.9 23.7 26.3 26.0
Global economic analysis 128 130 141 134 103 10.8 113 111
WEO 20 20 20 19 16 16 16 16
GFSR 15 16 16 15 1.2 14 1.3 1.2
General research 40 40 46 44 3.2 3.4 37 3.6
General outreach 53 53 59 56 43 45 47 47
Support and Inputs to Multilateral Forums and Consultations 24 22 25 24 1.9 1.8 2.0 2.0
Multilateral consultations 5 4 4 4 0.4 03 04 0.4
Support and Inputs to multilateral forums 19 18 21 20 15 15 17 16
Tools to prevent and resolve systemic crises 75 85 115 109 6.1 7.2 9.2 9.1
Analysis of vulnerabilities and imbalances 24 28 25 24 2.0 23 2.0 20
Other cross cutting analysis 45 50 58 56 37 4.2 4.7 4.6
Fiscal Monitor 6 7 7 6 0.5 0.6 0.5 0.5
CD Analytics and Development 0 0 25 24 - - 2.0 2.0
Regional approaches to ec ic stability 45 46 48 46 3.6 3.9 3.8 3.8
REOs 21 20 20 19 17 17 16 16
Surveillance of regional bodies 7 8 7 7 0.6 0.7 0.6 0.6
Other regional projects 17 18 21 19 14 15 1.6 16
Oversight of global systems 154 157 196 185 12.4 13.2 15.7 15.3
Development of international financial architecture 56 51 51 48 4.5 4.3 4.0 3.9
Work with FSB and other international bodies 7 7 8 8 0.6 0.6 0.7 0.7
Other work on monetary, financial, and capital markets issues 49 44 42 40 39 3.6 34 33
Data transparency 38 40 46 43 3.1 34 3.7 3.6
Statistical information/data 28 30 33 31 23 2.5 2.6 2.6
Statistical manuals 2 5 6 6 0.2 0.4 0.5 0.5
Statistical methodologies 7 5 7 6 0.6 0.4 0.5 0.5
The role of the Fund 60 66 100 94 4.8 5.5 8.0 7.8
Development and review of Fund policies and facilities excl. PRGT 25 28 31 30 2.0 24 2.5 2.5
Development and review of Fund policies and facilities - PRGT 15 14 17 16 12 12 14 13
Development and review of Fund policies and facilities - GRA 9 11 10 9 0.7 0.9 0.8 0.8
Quota and voice 6 5 7 7 0.5 0.5 0.6 0.6
SDR issues 4 7 17 16 0.3 0.6 14 13
CD strategy, governance, and oversight 0 0 17 16 - - 14 13
Bilateral surveillance 327 259 288 314 26.5 21.7 23.1 26.0
Assessment of economic policies and risks 290 237 255 277 234 19.8 20.4 23.0
Article IV consultations 214 160 186 203 173 134 149 16.9
Other bilateral surveillance 75 77 68 74 6.1 6.4 55 6.2
Financial soundness evaluations - FSAPs/OFCs 31 16 27 29 2.5 1.4 2.2 2.4
Standards and Codes evaluations 7 6 6 7 0.5 0.5 0.5 0.6
Lending (incl. non-financial instruments) 211 240 242 219 17.0 20.1 19.4 18.2
Arrangements supported by Fund resources 171 211 206 186 13.8 17.6 16.5 15.5
Programs and precautionary arrangements supported by general 95 115 176 105 7.7 9.6 9.3 8.7
Programs supported by PRGT resources 76 96 90 82 6.1 8.0 7.2 6.8
Non-financial instruments and debt relief 39 30 36 33 3.2 2.5 2.9 2.7
Capacity development 241 224 174 154 19.5 18.7 13.9 12.8
CD Delivery 241 224 174 154 19.5 18.7 13.9 12.8
Miscellaneous 2/ 33 32 20 20 2.7 2.7 1.6 1.7

Sources: OBP, Analytic Costing and Estimation System (ACES). Staff estimations.

/Support and govemance costs areallocated to outputs. FY22 numbers reflect the splitof CD outputcodes to Direct
Delivery, A&D, policy work, and M&A, as well as the CCE account treatment. #The "Miscellaneous" classification includes
expendituresthat currently cannotbe properly allocated to spedfic outputs within the ACES model. Difference to FTF
allocation represents mapping of direct departmental costs to IMF governance.
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Table 8b. Total Gross Administrative Spending Estimates
by Output (indirect costs allocated), FY20-22"/ (REVISED)

Millions of FY 22 U.S. dollars

Percent of total

FY 22 FY 22
FY 20 FY 21 Est. Proj. FY 20 FY 21 Est. Proj.

Resources Outturn Resources Outturn
Total 1,414 1,297 1,460 1,367 100.0 100.0 100.0 100.0
Multilateral surveillance 271 283 349 328 19.2 21.8 239 240
Global economic analysis 128 130 141 134 9.0 10.0 9.6 9.8
WEO 20 20 20 19 14 15 14 14
GFSR 15 16 16 15 1.0 13 1.1 1.1
General research 40 40 46 44 2.8 3.1 32 32
General outreach 53 53 59 56 38 4.1 4.1 4.1
Support and Inputs to Multilateral Forums and Consultations 24 22 25 24 17 17 17 1.8
Multilateral consultations 5 4 4 4 03 03 03 03
Support and Inputs to multilateral forums 19 18 21 20 13 14 14 14
Tools to prevent and resolve systemic crises 75 85 135 125 5.3 6.6 9.3 9.1
Analysis of vulnerabilities and imbalances 24 28 25 24 17 22 17 17
Other cross cutting analysis 45 50 58 56 32 39 4.0 4.1
Fiscal Monitor 6 7 7 6 04 05 04 05
CD Analytics and Development 0 0 45 39 - - 3.1 29
Regional approaches to economic stability 45 46 48 46 3.2 3.6 33 33
REOs 21 20 20 19 15 15 14 14
Surveillance of regional bodies 7 8 7 7 05 0.6 05 0.5
Other regional projects 17 18 21 19 1.2 14 14 14
Oversight of global systems 154 157 197 185 10.9 12.1 13.5 13.6
Develog of international financial architecture 56 51 51 48 3.9 3.9 35 35
Work with FSB and other international bodies 7 7 8 8 05 0.6 0.6 0.6
Other work on monetary, financial, and capital markets issues 49 44 42 40 35 34 29 29
Data transparency 38 40 46 43 27 3.1 3.1 3.2
Statistical information/data 28 30 33 31 20 23 23 23
Statistical manuals 2 5 6 6 02 04 04 04
Statistical methodologies 7 5 7 6 05 04 04 0.5
The role of the Fund 60 66 101 95 43 5.1 6.9 6.9
Development and review of Fund policies and facilities excl. PRGT and GRA 26 28 31 30 18 22 22 22
Development and review of Fund policies and facilities - PRGT 15 14 17 16 1.1 11 12 12
Development and review of Fund policies and facilities - GRA 9 11 10 9 0.6 09 0.7 0.7
Quota and voice 6 5 7 7 04 04 0.5 0.5
SDR issues 4 7 17 16 03 05 12 12
CD strategy, governance, and oversight 0 0 18 17 - - 13 13
Bilateral surveillance 328 259 288 314 232 20.0 19.7 229
Assessment of economic policies and risks 290 237 255 277 20.5 183 174 203
Article IV consultations 214 160 186 203 15.2 124 128 14.8
Other bilateral surveillance 75 77 68 74 53 5.9 47 54
Financial soundness evaluations - FSAPs/OFCs 31 16 27 29 2.2 13 1.8 2.2
Standards and Codes evaluations 7 6 6 7 0.5 04 04 0.5
Lending (incl. non-financial instruments) 21 240 242 219 14.9 185 16.6 16.0
Arrangements supported by Fund resources 171 211 206 186 12.1 16.2 14.1 13.6
Programs and precautionary arrangements supported by general resources 95 115 116 105 6.8 89 79 7.7
Programs supported by PRGT resources 76 96 90 82 54 74 6.2 6.0
Non-financial instruments and debt relief 39 30 36 33 2.8 23 25 24
Capacity development 411 338 355 293 29.0 26.0 243 214
CD Delivery 411 338 355 293 29.0 26.0 243 214
Miscellaneous 2/ 39 20 28 28 2.8 15 19 2.1

Sources: OBP, Analytic Costing and Estimation System (ACES). Staff estimations.

allocation represents mapping of direct departmental costs to IMF governance.

/Support and govemance costs areallocated to outputs. FY22 numbers reflect the splitof CD outputcodes to Direct
Delivery, A&D, policy work, and M&A, as well as the CCE account treatment. > The "Miscellaneous" classification includes
expendituresthat currently cannotbe properly allocated to spedfic outputs within the ACES model. Difference to FTF
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Table 8c. Fund-Financed Gross Administrative Spending Estimates
by Output (direct costs), FY20-22"/ (REVISED)

Millions of FY 22 U.S. dollars Percent of Direct
FY 22 FY 22
FY 20 FY 21 Est. Proj. FY 20 FY 21 Est. Proj.
Resources Outturn Resources Outturn
Direct 1,238 1,196 1,249 1,204 100.0 100.0 100.0 100.0
Multilateral surveillance 180 187 214 204 14.6 15.7 171 17.0
Global economic analysis 89 920 98 94 7.2 7.5 7.9 7.8
WEO 12 12 13 12 1.0 1.0 1.0 1.0
GFSR 9 11 10 10 0.8 0.9 0.8 0.8
General research 25 25 30 29 20 2.1 24 24
General outreach 41 41 45 43 34 34 3.6 3.6
Support and Inputs to Multilateral Forums and Consultations 15 14 16 15 1.2 1.2 1.3 1.3
Multilateral consultations 3 2 3 3 0.2 0.2 0.2 0.2
Support and Inputs to multilateral forums 12 11 13 12 1.0 1.0 1.0 1.0
Tools to prevent and resolve systemic crises 47 54 68 65 3.8 4.5 5.5 5.4
Analysis of vulnerabilities and imbalances 15 18 16 15 1.2 15 1.2 1.2
Other cross cutting analysis 29 32 38 36 23 2.7 3.0 3.0
Fiscal Monitor 4 4 4 4 0.3 0.4 0.3 0.3
CD Analytics and Development 0 0 11 10 - - 0.9 0.8
Regional approaches to economic stability 29 30 32 30 2.4 2.5 2.5 2.5
REOs 13 13 13 13 1.1 1.1 1.1 1.1
Surveillance of regional bodies 5 5 5 5 04 04 04 04
Other regional projects 11 12 14 13 0.9 1.0 1.1 1.1
Oversight of global systems 99 100 122 119 8.0 8.4 9.8 9.9
Development of international financial architecture 36 33 31 30 2.9 2.8 2.5 2.5
Work with FSB and other international bodies 5 5 6 6 0.4 0.4 0.5 0.5
Other work on monetary, financial, and capital markets issues 32 28 26 25 25 24 2.1 2.1
Data transparency 24 25 30 29 2.0 2.1 2.4 2.4
Statistical information/data 18 19 21 20 1.5 15 17 17
Statistical manuals 1 4 4 4 0.1 0.3 0.3 0.3
Statistical methodologies 5 3 4 4 0.4 0.3 0.3 0.3
The role of the Fund 39 42 61 59 3.1 3.5 4.9 4.9
Development and review of Fund policies and facilities excl. PRGT and GRA 16 17 19 19 13 14 16 16
Development and review of Fund policies and facilities - PRGT 10 9 10 10 0.8 0.7 0.8 0.8
Development and review of Fund policies and facilities - GRA 6 7 6 6 0.5 0.6 0.5 0.5
Quota and voice 4 4 5 5 0.3 0.3 0.4 0.4
SDR issues 3 5 11 11 0.2 04 0.9 0.9
CD strategy, governance, and oversight 0 0 10 9 - - 0.8 0.8
Bilateral surveillance 220 165 173 204 17.8 13.8 13.9 16.9
Assessment of economic policies and risks 185 151 153 181 14.9 12.7 12.3 15.0
Article IV consultations 137 103 113 133 11.0 8.6 9.0 11.0
Other bilateral surveillance 48 49 41 48 39 4.1 33 4.0
Financial soundness evaluations - FSAPs/OFCs 31 10 16 19 25 0.9 1.3 1.5
Standards and Codes evaluations 4 3 4 5 0.3 0.3 0.3 0.4
Lending (incl. non-financial instruments) 138 155 165 145 1.1 13.0 13.2 121
Arrangements supported by Fund resources 112 136 140 123 9.0 11.4 11.2 10.2
Programs and precautionary arrangements supported by general resources 63 74 77 68 5.1 6.2 6.2 5.6
Programs supported by PRGT resources 49 62 63 55 39 5.2 5.0 4.6
Capacity development 145 134 62 50 11.8 11.2 4.9 4.1
CD Delivery 145 134 62 50 11.8 11.2 4.9 4.1
Support and Governance 433 423 493 462 35.0 353 394 384
Miscellaneous 2/ 22 32 20 20 1.8 2.7 1.6 1.7

Sources: OBP, Analytic Costing and Estimation System (ACES). Staff estimations.

YSupport and govemance costs areshown as a separate item, as well as the CCEaccounttreatment. FY22 numbers
reflect the split of CD output codesto Direct Delivery, A&D, policy work, and M&A 2The "Miscellaneous" classification
includes expenditures thatcurrently cannotbe properly allocated to specific outputs within the ACES model. Difference
to FTF allocation represents mapping of direct departmental coststo IMF govemance.
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Table 9. Capital Expenditures, FY16-22
(Millions of U.S. dollars) (REVISED)

IT Cloud
Formula Key Facilities Information Capital HQ1 Total
Technology Equivalent  Renewal Capital
FY 16
New appropriations (16) 14.4 27.7 1320 3/ 1741
Total funds available (17)= (15)+(16) 445 40.6 3494 4345
Expenditures (18) 14.6 25.8 90.1 130.5
Lapsed funds 1/ (19) 04 0.1 0.0 0.6
Remaining funds 2/ (20) = (17)-(18)-(19) 294 14.7 259.2 3034
FY 17
New appropriations 21) 325 28.0 0.0 60.5
Total funds available (22)= (20)+(21) 62.0 427 259.2 3639
Expenditures (23) 179 279 76.3 122.1
Lapsed funds 1/ (24) 54 0.2 0.0 5.6
Remaining funds 2/ (25) = (22)-(23)-(24) 38.7 14.6 1829 236.2
FY 18
New appropriations (26) 314 35.0 0.0 66.4
Total funds available (27)= (25)+(26) 70.1 49.6 182.9 302.6
Expenditures (28) 223 314 62.3 116.0
Lapsed funds 1/ (29) 03 0.0 0.0 03
Remaining funds (30) = (27)-(28)-(29) 474 18.2 120.6 186.3
FY 19
New appropriations (31 355 359 0.0 714
Total funds available (32)= (30)+(31) 82.8 54.1 120.6 257.5
Expenditures (33) 28.7 30.9 81.6 141.2
Lapsed funds 1/ (34) 5.9 0.0 0.0 5.9
Remaining funds (35) = (27)-(28)-(29) 48.1 232 39.0 1104
FY 20
New appropriations (36) 40.8 45.0 0.0 85.8
Total funds available (37)= (35)+(36) 88.9 68.2 39.0 196.2
Expenditures (38) 41.8 42.2 22.8 106.8
Lapsed funds 1/ (39 1.8 0.0 0.0 1.8
Remaining funds (40) = (38)-(39) 454 26.0 16.2 87.6
FY 21
New appropriations (41) 424 56.3 0.0 98.7
Total funds available (42)= (40)+(41) 87.8 82.3 16.2 186.3
Expenditures (43) 25.7 49.7 1.5 76.9
Lapsed funds 1/ (44) 2.5 0.0 0.0 25
Remaining funds (45) = (42)-(43)-(44) 59.6 326 14.7 106.9
FY 22
New appropriations (46) 235 46.0 9.5 0.0 79.0
Total funds available (47)= (45)+(46) 83.1 78.6 9.5 14.7 185.9
Expenditures (Est.) (48) 204 55.0 9.5 -08 4/ 84.1
Lapsed funds 1/ (49) 83 0.0 0.0 83
Remaining funds (Est.) 2/ (50) = (47)-(48)-(49) 544 23.6 0.0 15.5 935

Sources: OBP, CSF,ITD. VFigures reflect funds thatwere not spentwithin the three-yearappropriation
period. ¥Figures reflect the unspent amountof the budget appropriation in the period concerned. Those
funds can be used for authorized projects in the remaining period(s). ¥ Additional appropriations were
approved for the HQ1 Renewal Program during FY16.#Reflects project closeout accounting adjustments,
mainly the return of contractor retainage thatwas not utilized
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