[TO BE INTRODUCED IN THE NATIONAL ASSEMBLY]

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

WHEREAS it is expedient further to amend the Fiscal Responsibility and Debt
Limitation Act, 2005 (VI of 2003), for the purposes hereinafter appearing;

It is hereby enacted as follows: -

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

Responsibility and Debt Limitation (Amendment) Act, 2021.
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), hereinafter referred to as the said Act, in

section 2, -

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

“(¢) "debt reduction path" means the report on debt reduction path prepared
with approval of the Federal Government;”;

(b) after clause (c), 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

divided by gross domestic product during the same financial year;”;

(c) for clause (f), the following shall be substituted, namely: -

“(f) "guarantee" means a contingent financial liability undertaken 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 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-section (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: -

“Provided further that the total stock of outstanding guarantees shall not exceed

ten percent of estimated GDP.

Explanation. - For the purpose of this clause, each guarantee shall be valued at
its risk-weighted value in accordance with a valuation methodology to be

T

prescribed.”; and.

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

be omitted. i

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) ’i'he Finance
Division shall prepare medium-term national macro fiscal framework, covering
aggregate fiscal projections specially revenues, expenditures and primary balances of the

upcoming fiscal year and the two outer years in respect of Federal Government,
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Provincial Governments and other areas of Pakistan; which shall be presented not later
than the 15% day of March of the ongoing fiscal year to the National Finance Commission
(NFC) Moﬁitoring Committee.

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

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

s. Amendment of Chapter IV, Act VI of 2005.- In the said Act, in Chapter 1V, for
the heading, the following shall be substituted, namely: -

“CHAPTER1IV
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 commeneement-of the Fiscal Responsibility and Debt Limitation (Amendment)
Act, 2021, thé Fedcral Government shall, by notification in the official Gazette, establish
an office to be known as debt management office, consisting of four cxccuﬁves including
a director general and three directors. Directors shall report to the director general and the
director general shall report to the Secretary, Finance Division. N

(3} 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 academic and ];:‘Ofessional qualifications and experience as may be

prescribed. The contract may be extended subject to 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) on an inquiry, made in the prescribed manner, 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

(b) on the basis of performance evaluation carried out by a committee
consisting of Finance Minister and Finance Secretary, it is concluded 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 including senior management, performance evaluation, framework
budget and all other rn%_tters incidental to the functioning of the office shall be as may be
prescribed. The committee consisting of the Finance. Minister 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, (2)
in sub-section (2),-

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

"
“(a) prepare medium-term debt management strategy, in consultation with the

relevant stakeholders and finalize with prior approval of Minister of

Finance, in-line with the medium-gem budgetary framework;™; and
(a) in clause (g), the word “and”, occurring at the end, shall be omitted;
(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 may, outsource 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,
Economic Affairs Division etc. for reasons of efficiency and
practicality. Such outsourcing arrangements, if any, shall be made
through service level agreements between the office and the
corresponding agency clearly identifying the roles and responsibilities

of the parties;” and

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

“()

@

)

M

prepare annual debt review containing analysis of the debt management
operations during the last completed financial year and assessment of the
progress against the medium-term debt management straiegy in.-line with
the long-term priorities of the Federal Government. The review shall be
pre;:;ared m consultation with the relevant stakeholders and finalized with
prior approval of Finance Secretary and published within three months of

the close of the financial yeat;

prepare annual 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 domestic government securities, bank loans
or any other domestic borrowing instruments other than those issued 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

5




