[AS PASSED BY THE SENATE]

A

Bill
further to amend the Fiscal Respomfbilfﬁl and Debt Limitation Act, 2005

WHEREAS it is expedient further to amend the Fiscal Responsibility and Debt
Limitation Act, 2005 (VI of 2005), for the purposes hereinafter appearing;

It is hereby enacted as follows: -

k8 Short title and commencement. - (1) This Act may be called the Fiscal

Responsibility and Debt Limitation (Amendment) Act, 2022.
(2 It shall come into force at once.

2. Amendment of section 2, Act VI of 2005. - In the Fiscal Responsibility and
Debt Limitation Act, 2005 (VI of 2005), hereinafer referred fo as the said Act, in

section2,- —

L

(@) for claiise {c), the following shall be substituted, namely: -

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

with approval of the Federal Government;”;

(b) after clause (6), substituted as aforesaid, the following new clause shall be
inserted, namely: - : _

““(ca) “debt-to-GDP ratio” means total public debt at the end of a financial year

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

“(f) "guara-ntae’; means a contingent fina;lcial Hability uuddlt'akcn by tho
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 substi_tutcd. namely: -

“(g) "Minister" means tie Federal Minister for Finance or any Minister

entrusted with the responsibility for federal public Gnsnces by the Primo
Minister of Pakistan;”; and

(e) for clause (h), the following shall be substituted, namely: -

* «(h) “office” means the debt management office established under section 12;”.

3. Amendment of section 3, Act VI of 2005, - In the said Act, in section 3, -

(@ in sub—_secﬁon (3), in clause (d), in the proviso, for full.stop at the end, a

colon shall be substituted and thereafter the following new proviso and

explanation shall be added, namely: -

“Provicli:d further that the total stock of outstanding guarantees shall not exceed

ten péreént of éstimated GDP.

Explanation. - For the purpose of this clause, each guarantee shall be vaiued at

its risk-weighted value in accordance with a valuation methodology to be
pmscribéd.”; and. |
(b) - in sub-section (4), the words “due to national security or natural calamity” shall

be omitted.
4 Addition of section 7¢A:, Act VI of 2005.- In the said Act, after section 7, the

following shall be added, namely:- _
«7 A Medium-term national macro fiscal framework - (1) The Finance

&

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

aggregate fiscal projections specially revenues, cxpe_nditm-es and primary balances of the

. upcoming fiseal yeer and the two outer years in fespect of Federal Government,

2



Provincial Goveﬁmenb and other areas of Pakistan; which shall be presented not later
shaa the 15% day of Miarch of the ongoing fiscal yeer to the Nationai Finance Cominission
(NFC) Monitoring Committee.

(2) The approved medium-term nationa! macro fiscal framework shall be

published in the budget strategy papers aad annual budget statements of the Federal,

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

5. Amendment of Chapter IV, Act VI 62005.- In the said Act, in Chapter IV, for

the heading. the following shall i:e substituted, namely: -

“CHAPTER IV
DEBT MANAGEMENT OFFICE.”

6. Substitution of section 12, Act VI of 2005.- In the said Act, for section 12, the

following shall be substituted, namely: -
«12. ~Establishment of the debt management office. - (1) Within sixty days

of the oommencement of the F;sca.l Responsibility and Debt Limitation (Amendment)

Act, 2021, the Fedeml Govemmmt shall, by notification in the official Gazctte, establish .
an office to be known as debt managcmmt office, consisting of four executives including
adireetargenaal and three directors. Directors shall report to the director general and the

‘e

director general shall report to the Secretary, Finance Division.

' (@) The director general and the directors shall be appointed on contract
basis for a term of three years in such manner on the basis of such eligibility criteria
including acadcmxc and p:'ofessional qualifications and experience as may be
pmcn'bed. The contract may be extended subject to performance evaluation, for a
similar term of three years: v '
Trovided t}mt an individual chall not hold oﬁce of dlmr'fnr gcneml or

director for more than three consecutive terms.



r a divector imay be removed from office by the

3 The direcior general ¢

!

(a) on aa inquiry, made @ ke presciibed menner, he is found incapable of

performing the functions of his office by reason of mental or physical

incapacity or has been found guilty of misconduct; or

(®) on the basm of penormance evaluauon camed out by a commitice
consisting of Fma:noe M;mster and Finance Secretary, it is conchded that
his services are no longer required and his contract needs to be terminated.

(4) The terms and conditions of service of the director general and directors of

the Office shall be such as may be prescribed. |

(5) The size, organizational and governance structure, terms and conditions of

service of the staff inbludjng senior ma.ua.gement,' performance evaluation, framework
budget and all other mattexs incidental to the ﬂmctlonmg of the office shall be as may be
_ pmscﬁbed. The committee consisting of the Finance Mszter and the Finance Secretary

shall have the powers to make policies for effective functioning of the office.”.

7. Amendment of section 13, Act VI of 2005. - In the said Act, insection 13, (a)
in sub-section (2),- ‘
(a) for clause (a), the following shall be substituted, namely: -

“(2) prepare medium-term debt management strategy, in consultation with the
elevant stakeholders ad fnalize with prior approval of Minister of
Finarnce, in-line with the medium-term budgetary framework;”; and

@  Incluse (), he wod “and”, vecurting ot tho ond, ohall bo omitted;
{®) for clause (h), the following shall be substituted, namely: -

“(h) maintain consistent and authenticated record of public debt and



Government gucrantees. ofiice rr'zay, ouisonice the iecord keeping
fonetion of any segment of public debt to other Government agencies
such as Staie Bank of Pakistan, Central Directoraie of National Savings,
Reonomic Affairs Division eic. for reasons of eificiency and
practicality. Such outsourcing arrangemens, if any, shall be made
through service level agreements between the office and the
corresponding agency clearly ideﬁt:iﬁring the roles and responsibilities

of the parties;” and

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

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

@

(k)

M

i

operations during the last completed financial year #nd assessment of the
pr:ogr&ss- against the medium-term debt management strategy in-line with
the Iong-{erm priorities of the Federal Government. The review shall be

prepared in consultanon with the relevant stakeholders and finalized with
prior approval of Financé Secretary and published within three months of

the close of the ﬁnancml year;

prepare aniual borrowing plan, in consultation with the relevant
stakeholders and finalize with prior approval of the Federal Government,
in line with the, medium-term debt strategy. The plan shall be published

along with the budget documents; -

raise domestic debt through domwnc government securities, bank loans

or any oﬂler domestic hon-owmg mstrumenm other than those zssacd by

the Central Directorate of National Savings (CDNS);

formulate and implement a process for raising domestic debt through

public auctions of domestic government securities. The process shall
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tnclude the seiting of auction fargets. conduciing the evctions and making

and exccuting i Lomowing desiniors such o5 the hotrowing 1aies,

amount of borrowing through various iastruments aad other incidental
maiters. The process.shali be finalized and modified Gom time to time, if

necessary, with prior approval of Finance Secreiary;

formulate gmdelmes, in consultation with the relevant stakeholders and

issue with the prior approval of Finance Secretary, for CDNS or any othcr _

government agency engaged in domestic borrowings;

raiss externzl debt through commercial sources including debt securities
sﬁch as bbnds, sukuks, bank loans or any other commercial borrowing
instruments;

c-aordmate with the external finance wing of the Finance Division to
-record and analyze any debf raised for balance of payments;

coordinate with Economic Affairs Division in raisihg external debt

through muttilateral and bilateral sources and provide advice to Economic

Affairs Dmsmn on finaricial terms and conditions, debt récording or any

- other maiter pertaining to external dcbt

propose policy? guidelines to Finence Division and Economic Affairs

Division regarding raising of external debt through mulilateral and

bilateral sources;

prepare a comprehensive debt bulletin contpining information regarding

_ debt stock, debt operations during the period under consideration and the

sources of change in debt stoc" on semi-annual basis. The debt bulletin

shall be finalized with prior approval | of Finance Secretary and published

within three months of the close of ach quarter;



dda e

e

(®)

-
' gum'antem made by smte ownéd éiifities; ™

@

™)

preparation and unpic*ne'lmhon of process, prepared in consultation with

relevant stakcholders and finalized thh prior approval of the Federal
Govemment, for issuance, _mauagcmcnt, valuation, budgeting, funding,
allocation, monitoring of govemmént guarantees including the guarantees
rcigﬁng to public private partnerships;

' advise ‘the Finance Division h-'.eygluaﬁon of requests for government
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- instruments, introduction of new debt. mstmmmts ctc., zg;ld rmpoadmg to

qtm&s of the parhc[panls without dlsolqsmg confidential information.”.
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TATEMENT OF OBJECTS AND REASONS

Fiscal Responsubmty and Debt leltahon (FRDL) Act prowde for reduction of federal

fiscal déficit and ratio of public debt to‘grossmamestlcqamductrto a:prudent Ievai by
effecﬁ\_/e public debt management,, TJ!‘ _-; iﬁ%gi ngg?npff ce was also
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Proposed amendments will sﬁeng’ﬂaen the Debt Oﬁ‘lce wcth the mandate and
‘résources for effectwe planning. andsxecutlonﬁ debt management funct:ons ofthe

Govemment ¥
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