ANNEX-A
[AS PASSED BY THE NATIONAL ASSEMBLY]

A
Bill
ﬁu'ther to amend the Fiscal Respanszbzlzg) and Debt Limitation Act, 2005
WHEREAS it is. expedient further to amend the Fiscal ResPonsxblhty and Debt
Limitation Act,-2005 (-VI' of 2005), for the purposes heremaﬂcr appearing; -

It is hereby ena_c_:ted as follows: -

1. Short title and commencement. (1) This Act may be called the Fiscal

Respons lblhty and Debt lertatlon (Amendment) Act, 202‘!.. .
@) it shall come into force at once.

2. Amendment of section 2, Act VI of 2005. - In the Fiscal Responsibility and
Debt Lmntanon Act, 2005 (VI of 2005), hereinafter mferred io as the said Act, in
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sectton?.,— - .‘7- _. ' i1 Dabivait]
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(a) for claﬁse (t:), the: follomng shall be substltuted, namely -

“(c) "debt reductlon path" means the report on debt reductlon path prepared'

with approval of the Federal Govcmmenl; s

(b). .after,clause (c? subsututed as aforesmd the. followmg new clause shall be
mserted namely: - : ¢

“(ca) “debt-to-GDP ratio” means total public debt at the.end gf_:}a.ﬁnanéial year

. ¥ : .
divided by gross domestic product during the same financial year;”;
(c) for clause (f), the following shall be substituted, namely: -

-‘;(t) "guarailtﬂc'; means a oontiﬁgeﬁt ﬁnaélciial liability ﬁnaér'tﬁskgn by the
Government to pay the financial liability of a third party in the event

when the third-party defaults on that financial liability;”;




(d) for clause (g), the following shall be substituted, namely: -

“(g) "Minister" means the Federal Minister for Finance or any Minister
entrusted with the responsibility for federal public finances by the Prime

Minister of Pakistan;”; and
(e) :for clause (h), the foll;w;ring shall be substiwtéd, namely: 4,
- o the Hikiem mge.ment‘ ofti(;e establishe;:l under section 122,
3 Ameadisent ofs.ection.3, Act V_I;f 2005. - In:ﬂié saJd Act, m section 3, -

(& in sub-sectlon (3), in clause (d), in the prowso for full stop at the end, a

colon shall be substituted and thereafter the foliowmg new proviso and
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- . explanation shall be added, namely: -
“Providé_d further that the total stock of outstanding guaranteas shall not exceed

ten péteaht of estimated GDP.
Explanation. - For l:.he purpose of this clause, each guarantee shall be valued at
its risk-weighted value in accordance with ‘a’valuation' methodology to be

i

prescribéd.”; and.' '

(b) - in sub-section (4), the words “due to national sécurity or natiiral calamity” shall

‘be omitted. - ¥

-

4 Addition of section 7/A-, Act VI of 2005.-Tn the said Act, after section 7, the

following shall be added, namely:--

LR

“T A% Medium-term national macro “fiscal framework - (l) 'I‘he Fmanoe

. Division shall prepare medium-term pational macro fiscal framework, covering

aggregate fiscal projections specially revenues, expenditures and primary balances of the

upcoming fiscal year and the two outer years in prect of Federal Government,

2




Provincial Governmeuts and other areas of Pakistan; which shall_bc presented not later
than the 15" day of Marc}r of the ongoing fiscal year to the National Finance Commission
(NFC) Monitoring Committee.

(2) The approved medium;térm national macro fiscal framework shall be
published in thé budget strategy papers and annual budget statements of the Federal,

Provincial and other governments as part of their budget documents.”.

5. Amendment of Chapter IV, Act VI of 2005.- In the said Act, in Chapter IV, for

the heading, the following shall be substituted, namely: -

... “CHAPTER IV
DEBT MANAGEMENT OFFICE.”

6.  Substitution of section 12, Act VI 0f2005.- In the said Act, for section 12, the
following shall be substituted, namely: -
%12, ~Esmbl|shment of the debt management ofﬁce. (1) Withm snxty days

.,.,of the commencemant of the Fnscal R@sponsxbnlrty and Debt Lumtahon (Amendment)

B RS,

Act, 2021;.the Fedem! Govemment,sha.ll, by noﬁﬁcatron m the ofﬁcral Gazette fstabhsh .

an office to be known as debt managcmcnt office, consrstmg of four execuuves mcludmg
adn'ecﬁor general and three directors. Directors shall report to the director general and the

du'ector general shal[ report to the Secretary Finanoe Dmsron.

' (2) - The director generaj and the dlrectors shall be appointed on contract

 basis for a term of thiee years in sich mannér on'thé basis of such eligibility criteria

! ¥ , _
including academic, .and, professional qualifications and expericnce as may be
prescribed. The contract may be extended. subject igo performance evaluation, for a

similar term of three years: .

]

Provided that an individual shall not hold office of director general or

*

director for more than three consecutive terms.




3) The director general or a director may be removed from office by the

Federal Government, if -

(a) onan inqﬁiry, made in the prescribed manner, he is found incapable of
performing the functions of his office by reason of mental or physical

mcapaclty or has been found guilty of misconduct; or

®) on the basis of performance evaluation carried out by a committee
consisting of Finance Minister and Financ¢ Seéretaty it is'concluded that
his services are no longer required and his contract néeds to be ferminated.
(4) The terms and conditions of vk of the director general and directors of

the Office shall be such as may: be prescribed.

service of the Staff ‘including senior management, pétformance evaluation, framework
. ooanbiegieni-d ety o o nn _ . s e e T
.~ budget and all otlier matters incidental to the functioning of the office’sHall be as'may be
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(5) The size, organizational and governance structure, tetms and‘conditions of
prescribed. The committee conssstmg of thé Finarice Miriistér and ¢ Finanice Secretary
|
|
|

shall have the powets o make policies for eﬁ'ectlve functioning of the ‘office”.

- 2 Amendment of _secﬁon_ 13; Act VI of 2005. - In the Said _A.‘_’ta .i'.l se _l_‘on 13, @)
in sub-section (2).- '

(@) for,clause (a), the following shall be substituted, namely: -

| ¥
“(n) p:epme medium-term debt management strategy, inl ifi consiiltation with the

“relevant stakeholders and finalize with prior approval of Minister of

Finance, in-line with the quimq-germ budgetary framework;”; and
(@ in c[ause (g), the word “and”, oécurring at the end, sha!!‘be omit_teﬁ;
(b) - for clause.(h), the following shall be substituted, namely: -

“(h) maintain consistent and authenticated record of public debt and
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Government guarantees. office nsay, sutsource the record keeping
function of any segment of public debt to other Government agencies
such as State Bank of Pakistan, Central Directorate of National Savings,
Bconomic Affairs Division etc. for reasons of efficiency and
practicality. Such outsourcing arrangements, if any, shall be made
through service lcvel agreements between the office and the
correspondmg agency clea:ly ldenufymg tbe roles and responsibilities

‘of the parties;” and

()  after clause (h), the following new clauses shall be added, namely: -

“(i) prepére annual debt review containing:analysis of the debt management

)
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operations during the last completed financial year and assessment of the _

pmgrm agamst the medlum-term debt management strategy in-line with
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the long-{erm pnontles of the Federal Government. The review shall be
Leabar hdab sluee B

prepared in consultation with the relevant stakehblders and finalized with

prior approval of Finrice ‘Secretiiry and published within three months of

the close of the financial year;' "
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prepare annual bormwmg plan, in consultatlon wrth the relevant
stakeholders and ﬁnalme wﬂh pnor approval of the Federal Government,

in line' with' the, medium-term debt strategy. The plan shall be published

- .

along with the blidgét dociiments; -

raise domestic debt through domestlc govemment securities, bank loans

or any other domestic’ borrowmg mstmmen(s other than those 1ssued by

the Central Dlrectoratg of National Savings (CDNS);

formulate and implement a proc&ss for raising domestlc debt through

public auctlons of domestlc govermnent securities. The process shall

c
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include the scttingr of auction targets, conducting the auctioﬂs and making
and' cxccutiﬁg the 'borrowing decisions such as the borrowing rrates,.
amount of borrowing through various instruments and other incidental
mattefs. The process shall be finalized and modified from time to time, 1f

necessary, with prior approval of Finance Secretary;

formulate gtudelmw in oonsultatlon with the relevant stakeholders and
issue with the prior approval of Fmance Secretary for CDNS or any oﬂler _

government agency engaged in domestic borrowings;

raise external debt ﬁn‘c'»'ﬁéh‘commcrcial sources including debt securities
such as-ibbtiﬂs';isukuks; bank loans.or any. other commercial borrowing

instruments;

oordinate with the external finance wing of the Finance Division to
~yecqrd and;analyz.-e any debt raised for balance of payments;

coordinate »with. Economic Affairs Division in rausmg external debt
through multilateral and bilateral sources and provide advice to Economic
A&'aus DNlSlOD on ﬁna:ic:al terms and conditions, debt récording or any

other matter pertammg to extemal debt

proposepolicy, guidelines to Finance Division and Economic Affairs
Division regarding raising of external debt through multilateral and

bilateral sources;

prepare a.comprehensive debt 'bull_e‘n‘nl containing information regardmg
debt stock, debt operations durmg the period urider consideration and the
sources of change in debt stock on semi-annual basis. The debt bulletin
shall be finalized with prior approvaj ‘of Finance Secretary aﬁd published

within three months of the close of éach quartér;
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(v)
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preparation and implementation of process, prepared in consultation with
relevant stakeholders and finalized with prior approval of the Federal
Govemnmment, for issuance, managcmént, valuation, budgeting, funding,
ailocation,_ monitoripg of gdvemmént guarantees including the guarantees

relatmg to public private partnerships;

" advise the Finance Division in ‘evaluation of requests for government

guarantees 'nia_de: by state owried éntities;

act as’custodian of all'guarantees issued by the Federal Government in

terms of recording and a.na.ljsié; and

act as the investor :elanons oﬂioe of Fmance Dmsmn m matters pertaining '

to pubhc debt including-communication.of debt, management stmtegy to

ﬁnanc:al market partmpants obtammg the feedback of the participants

taonbos |
.regq:dmg\thc dcbt management sl:rgtegy, mpd:ﬁcaﬂon of existing debt

TYENGL lam il gk el

: mstmments introduction of new debt mstruments etc.; and responding to

queries of the participants without disclosing confidential information.”.




- STATEMENT OF OBJECTS AND REASONS

Fiscal Responsibility and Debt Limitation (FRDL) Act provide for reduction of federal
fiscal déficit and ratio of public debt to‘grO'ssfdome“stic praduct to.a:prudent Ievel by
effective public debt management., The Debt lgg‘:cy %9%%“"“ Office was also

‘established under this Act. This Amendment Elll [Fiscal Responslbillty and Debt

Limitation #:4 (.. . . Amendment) Blﬂ,x202;l] .pmposes follpmng main amendments
in the prevathng version of the Act (amended in 201 7)

I Limit the stock of government guarantees at 10 percent of GDP;
. Publicat:on of Medium-Ter National Maéfo-Fiscal Framework;
. Instltuﬁonallze debt management functmnsm a single office reporting
to the Finance Secretary; ... ;
V. Assignment of additional functions to Debt Gfﬁee. and
B R e T T T
V. Create two (2) addmonai senior management posihons within Debt

Office.

Proposed amendments will 'strengthen the ﬁebt Office with me mandate and
resources for effective planning and execution of debt mana‘éement functions of the

Government. ¥
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(ShaukatFﬂ Afimed Tarin). _
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