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FOREWORD
Successful long-term development is a complex process that depends on many factors.  The quality of governance and adopting economic policies that promote growth contribute significantly to development.  Compared with these two factors, foreign aid [loans and grants] is much less important in determining whether a country will achieve long-term economic growth and development.

2) The object of the foreign aid may be stated as “promoting economic and social development in the developing countries”.  Many developing countries do not have sufficient funds to provide public goods such as education or transportation systems or clean water and waste disposal facilities. Although such goods are essential for development, their economic rate of return is so uncertain that private investors are unwilling to provide them on a large scale. Foreign aid can substitute for private capital in those instances, providing the funds for investment in public goods that the international capital market will not supply to those developing countries or would supply at a high interest rate.  In principle foreign aid could be a major source of capital, fueling the growth of developing countries and helping to promote economic and human development. 

3) Foreign aid is the subject of intense debate.   It is impossible to demonstrate statistically that foreign aid programmes as actually administered have had a positive effect on growth. Nor can one demonstrate that aid has been distributed equitably, the largest amounts per capita going to the poorest countries. Within countries, it cannot be demonstrated that most of the aid had been of direct benefit to poor people. Thus the connection between foreign aid and the human development of poor people is at best shaky.
4) Foreign aid is good only if it is the result of financing investment in appropriate productive capacity. Increasing output allows debt and interest to be repaid. If the aid is used to finance current account deficits/consumption, then there is no net investment and resultant future economic growth. Aid becomes a burden.  It, therefore, entails an effective and efficient external debt management with the objective to ensuring that the government’s financing needs and its payment obligations are met at the lowest possible cost over the medium to long run, consistent with a prudent degree of risk.
5) External Debt Management Manual has been compiled with this view in mind. It contains comprehensive functions/guidelines/procedures and organizational set up for all the stakeholders i.e. Front Office, Middle Office and Back Office.  It will be of great help in improving efficiency of all the concerned in the Economic Affairs Division [EAD].  I wish to commend and appreciate the Chief and his team for their concerted efforts and hard work done in preparing this invaluable document that will serve the needs of different players of external debt management [EDM].
6) Readers are welcome to provide comments and suggestions to improve the contents and significance of the Manual.
[FARRAKH QAYYUM]
SECRETARY
PREFACE

Most of the developing countries suffered debt crises during the 1980s and they tried to strengthen their debt management capacities.  For an effective and efficient external debt management, Manual on Foreign Debt Management of the EAD was written in 1983.  Although the Manual was a very fine effort and timely written, it was incomplete as it contained procedure/guidelines for facilitation and efficient discharge of the functions/working of the Debt Management Wing only that primarily deals with the debt servicing aspect of the foreign debt.  Debt Management neither is nor confined to the debt-servicing only.  It is much broader.  It didn’t contain any procedure/guidelines for the rest of the Wings of the EAD.  Front Office i.e. the Policy Sections are responsible for the external resource mobilization that form the basic foundation of the EDM.  It lacked the legal aspects of the overall debt management and functions of the Middle Office i.e. Debt Policy Coordination Office.  Also it failed to incorporate procedures/guidelines for the rest of the constituents of the Back Office i.e. the R&S Wing and the Computer Centre that are responsible for the inflow side of foreign debt and maintaining the foreign debt databank, respectively.  Need was, therefore, felt to revise and update the Manual, keeping in view that EDM covers policy aspects such as the resource mobilization, the funding sources, the choice of debt instruments, the amount to be borrowed, currency composition and the terms of debt service and that it is a combined processes of negotiation, coordination, management, implementation, debt-servicing and evaluation of foreign aid.  Negotiation, coordination and proper management of foreign aid are central and fundamental because aid by itself cannot enhance economic development. 

2) Functions of the EAD are extremely important and highly technical in nature, but it has no permanent stable cadre of its own.  There has been a very frequent and high turn over of its staff.  As such most of the staff remain unaware of the aid cosmetics most of the time and perform their duties in a shadowy atmosphere.  To help improve the situation, a comprehensive glossary of aid terminologies has been added at the end of the Manual [Appendix-V].
3) The Manual has been updated and compiled incorporating comprehensive guidelines/procedures so as to render the entire process facilitative and efficient and with the aim to build institutional memory in the EDM.  The idea is to provide practical guidelines to all the stakeholders, directly or indirectly involved in the external debt operations in the EAD. It describes the functions conducted by the front, middle and back offices of EDM.  
4) I would also like to mention the invaluable support and hard work of the staff members of R&S Wing, D.M. Wing and the Computer Centre that enabled me to complete the Manual.

[ZAFAR IQBAL MALIK]

   CHIEF
EXECUTIVE SUMMARY

Introduction
Under the Rules of business 1973, the EAD is responsible for, among others, external debt management, including authorization of remittances for all external debt service, compilation, accounting and analysis of economic assistance from foreign governments and organizations.  Foreign Aid can be defined as "Administered transfer of resources from a donor country or international agency to the developing countries with a view to encourage economic growth". The object of foreign economic assistance may be stated as “promoting economic and social development in the developing countries”. Foreign aid can be in the form of money, goods or technical assistance and can be between two (bilateral) or many (multilateral) countries/institutions. 
1) Foreign aid is looked for to meet both the economy's balance of payments gap and investment gap. That is why project and technical assistance alone are not sufficient. A large part of assistance is required in the shape of food and commodity aid. Project assistance does not simply finance import of capital goods and related services but also meets a part of local currency expenditure. Thus aid flow [project, programme and technical assistance] accompanied by commodity imports may generate counterpart local currency funds that are used to finance development expenditures. 

2) It is neither possible to line up financing for projects or for commodities from the most attractive sources, nor to identify very easily and precisely as to which funding source will be used for financing specific projects and programmes. As such it becomes necessary to adopt multiple approaches for financing various programmes and projects. To make multiple approaches, it warrants that the total picture be known to all concerned agencies. Knowledge of Development Partners [DPs] interest, preference and profile is very helpful and important in this regard.
3)  Foreign aid is useful if utilized productively and efficiently otherwise developing countries are likely to face financial crises and are caught up in debt trap.  The sequence of events could be as under:

a) As debt service liabilities rise without corresponding increase in revenue, the government would need to set aside increasing share of budgetary resources for debt service;

b) The level of debt service would soon begin to affect routine government expenditure, often requiring additional borrowings to meet rising contractual payment obligations;

c) The country would slowly slide into debt trap. More and more borrowings would be required to service the accumulated debt, creating a vicious circle; and 

d) The rising debt service obligations eventually lead to default i.e. the inability to honour principal and interest payments commitments.
e) The default is generally followed by prolonged negotiations with the creditors individually or collectively [Paris Club / London Club], leading to rescheduling / restructuring / write off of external debt. The relief programs generally include reform conditions to redeem government finances and put the economy back on the track.
4)  EDM, therefore, becomes indispensable.  EDM means managing government external debt with the objective of meeting the government resource requirements, while maintaining debt at sustainable level.  EDM has, therefore, two vital objective:

a) Meeting resource gap at minimum cost and risk. The cost minimization means lowering debt service cost and making it commensurate with the repaying capacity. It would generally involve borrowing at low interest and with long maturity / grace period. The risk minimization includes measures to reduce uncertainty about future debt service, which arise due to exchange and interest rate fluctuations and the risk of guarantees being invoked; and 

b) Ensuring that borrowing does not lead to build-up of unsustainable debt burden i.e. the debt service liability remains manageable and does not strain government finances.

5) The Manual on Foreign Debt Management is a tool to manage the EDM effectively and efficiently.  The EAD’s “Manual on Foreign Debt Management” was first written in August, 1983.  Over the time, quite significant changes took place which necessitated a revised and updated version of the Manual.  The Manual has been revised, updated and compiled incorporating comprehensive guidelines/procedures so as to render the entire process facilitative and efficient and with the aim to build institutional memory in the EDM.  The idea is to provide practical guidelines to all the stakeholders, directly or indirectly involved in the external debt operations in the EAD. It describes the functions conducted by the front, middle and back offices of EDM. 

Organizational set up

6) EDM involves complex, diverse and specialized functions/responsibilities like evaluating borrowing alternatives, negotiations, signing of loan/grant agreements, on-lending, disbursement, monitoring, analysis, debt service payments, and managing currency, interest and maturity risks etc.  The activities are distinguished by the initial process [loan negotiations and contracting], analytical examination [risk management and advisory services] and the follow up phase [accounting, debt-servicing, data bank, etc].  The requisite organizational structure is correspondingly the Front, the Middle and the Back Office for the initial, analytical and the follow up phases, respectively.  The Front Office and Back Office are located in the EAD while the Middle Office is in the Ministry of Finance [MoF].
External Debt & its Components

7) Total external debt is debt owed to non-residents and repayable in foreign currency, goods or services. It is the sum total of public & publicly guaranteed debt, private non-guaranteed long-term debt, IMF credit and short-term debt. Short-term debt includes all debts having maturity period up to one year, and interest in arrears on long-term debt.  
Sources & Classification of Foreign Aid

8) Pakistan has been receiving foreign economic assistance from the development partners, friendly countries and international agencies, under bilateral and multilateral arrangements.
a) Bilateral:

i) Paris Club countries namely Australia, Austria, Belgium, Canada, Denmark, Finland, France. Germany, Italy, Japan, Korea, Netherlands, Norway, Russia, Spain, Sweden, Switzerland, United Kingdom and United States of America.
ii) Non-Paris Club Countries like Bulgaria, China, Czechoslovakia, Poland, Romania, Yugoslavia, UAE, Iran, Iraq, Kuwait, Libya, Qatar, Saudi Arabia and Turkey.

b) Multilateral:

i) Agencies namely Asian Development Bank, International Bank for Reconstruction and Development, International Development Association, International Finance Corporation, International Fund for Agriculture Development, European Union, European Investment Bank, Islamic Development Bank, Nordic Development Fund, Nordic Investment Bank, Organization of Petroleum Exporting Countries [OPEC] Fund, and UN Agencies.

9) Foreign Economic Assistance can broadly be grouped under two categories:

ii) Foreign Grants; and 

iii) Foreign Loans/Credits.

10)  Grants are defined as legally binding commitments that obligate a specific value of funds available for disbursement for which there is no repayment requirement. 
11) Foreign loans/credits means the provision of resources, excluding food or other bulk commodities for relief or development purposes, including import procurement programmes, which must be repaid according to conditions established at the time of the loan agreement or as subsequently agreed. 

Legal and Institutional Framework

12) Government borrowing from external sources necessitates a well established legal basis for contracting debt.  In this regard, a clear legal framework governing the mobilization, management and monitoring of external resources is in practice in Pakistan. The EAD is responsible for assessment of requirements, programming and negotiations of external economic assistance related to the government of Pakistan and its constituent units from foreign governments and multilateral agencies. The issues regarding external debt management and matters relating to technical assistance to foreign countries, credit to friendly countries on lending/re-lending of foreign loans and monitoring of aid utilization are being handled by this Division, under Rules of Business, 1973.

13) Laws, regulations and policies which stipulate the limits of external public debt limit of government borrowing are also there in the shape of               “Fiscal Responsibility and Debt Limitation Act, 2005 [FRDLA]”.  The relevant clauses of the Act are briefly mentioned in the following paragraphs, while FRDLA is placed at Appendix-I.

a) The Federal Government shall take all appropriate measures to eliminate the revenue deficit, reduce total public debt and maintain it within prudent limits thereof.

b) In particular and without prejudice to the generality of the foregoing provisions, the following shall be the principles of sound fiscal and debt management, namely:

i) reducing the revenue deficit to nil not later than the thirtieth June, 2008, and thereafter maintaining a revenue surplus;

ii) ensuring that within a period of ten financial years, beginning from the first July, 2003 and ending on the thirtieth June, 2013, the total public debt at the end of the tenth financial year does not exceed sixty per cent of the estimated gross domestic product for that year and thereafter maintaining the total public debt below sixty per cent of gross domestic product for any given year;

iii) ensuring that in every financial year, beginning from the first July, 2003, and ending on the thirtieth June, 2013, the total public debt is reduced by not less than two and a half per cent of the estimated gross domestic product for any given year:

Provided that the social and poverty alleviation related expenditures are not reduced below 4.5% of the estimated gross domestic product for any given year and budgetary allocation to education and health will be doubled from the existing level in terms of percentage of gross domestic product during the next ten year;

Front office

14) The Front Office has the prime responsibility of mobilizing foreign funding for the development of the economy, within the legal and policy framework, in an efficient and effective manner i.e. looking for the most efficient funding cost. In the EAD, Policy Wings are termed as Front Office which are:

a) World Bank Wing [deals with matters pertaining to the World Bank, IFAD, OPEC and IDB];

b) ADB/Japan Wing [deals with matters pertaining to the ADB and Japan];

c) PC Wing [deals with matters pertaining to the Paris Club countries] ;

d) UN/China Wing [deals with matters pertaining to the UN and China]; and 

e) EC Wing [deals with matters pertaining to the countries not covered above [a-d].

15) The Policy Wings, comprising many policy sections [PSs] of the EAD are responsible for aid negotiation, signing of the loan/grant agreements, getting fulfilled conditionalities [if any], on-lending, disbursements, debt swaps, hedging, development partners [DPs] co-ordination and conducting meetings like Pakistan Development Forum, Joint Commissions, Disbursement Review Meetings, etc.

16) In negotiating external assistance, efforts should be made to shun costly and low quality goods and services. Although it is not always possible to exercise a free choice in this respect but at least unfavourable choice should be avoided. A judicious mix of the country's foreign exchange, commodity aid, project aid and technical assistance should be attempted to meet the multiple demands of the development process.  Time is of essence in implementing development programmes.  At times, it becomes very difficult to line up financing for a project or programme at the right time. It is, therefore, important to kick off the process of aid negotiation at a very early stage - at a time when ideas on projects or balance of payments gap have been formed. Proper judgment is required in determining the stage at which external assistance should be considered, sought and then negotiated.  All these objectives namely, financing of development budget, obtaining supplies of goods, services and raw materials, ensuring that the sources of supplies are worthy and obtaining support for projects and programmes from likely sources at the quickest opportunity, must be clearly understood in negotiating and allocating external resources.  
Middle office 

17) The functions of middle office are analytical one that enables government to meet its financing needs and its debt service obligations at the lowest possible cost with a prudent degree of risk exposure. It has to provide policy advice on keeping external debt at sustainable level and warn a cautionary note when the borrowing threatens to breach sustainability levels.  The middle office is responsible for debt and risk management and undertakes portfolio analyses, prepares risk management strategy and borrowing scenarios, and compares the emerging debt indicators with agreed benchmarks. In short, it is responsible for debt analysis and advice on debt management strategy.  Under the present scenario, Middle Office function is the duty of “Debt Policy Coordination Office” which has been established in the Finance Division under the FRDLA, 2005 [Appendix-I].

Back office

18) The responsibility of the Back Office is to maintain a high quality database of the external debt i.e. a database that is complete, accurate, up-to-date and consistent in respect of disbursements, payments, debt restructuring, on-lending, etc. Besides, the Back Office is also responsible for budgetary projections for debt service as well as for disbursement projections.  In the EAD, Back Office functions are the responsibility of and being performed by four different Wings, namely:

a) R&S Wing [responsible for the inflow or disbursement of external resources];

b) DM Wing [responsible for the outflow or debt-servicing of foreign debt];

c) Rescheduling Wing [which is basically part of the DM Wing and is responsible for rescheduling of the external debt, when need arises]; and 

d) Computer Centre or IT Centre [responsible for maintaining the database through DMFAS].  

19) In the Manual, the functions of the three offices i.e. Front Office, Middle Office and Back Office have been described and explained in a user friendly manner. 

Relending Terms

20) One of the major activities of the EAD is relending of foreign loans to the provinces, federal government departments, autonomous bodies and development financial institutions.
 The foreign loans are relent according to the relending terms and conditions, approved by the Economic Coordination Committee [ECC] of the Cabinet. Currently, loans are being relent under the relending policy, approved by the ECC in 1997.  The policy is under revision.  In order to assist the readers of the Manual, relenting terms as amended from time to time have been annexed [Appendix-II].

Calendar of Returns

21) Another facility added in the Manual is the Appendix-III which elaborates on the Calendar of returns on monthly, quarterly, half-yearly and yearly basis for various aspects with incoming and outgoing dates. It enables smooth and efficient working in the DM Wing [Coordination and Budget Directorate responsible for debt servicing budget and recovery of foreign relent loans; Payment Directorate responsible for the debt servicing of foreign loans and Accounts Directorate responsible for maintenance and reconciliation of the foreign loans and export credits]. 

Forms

22) The Manual contains complete list and specification of different forms being used for various purposes in the DM Wing [Appendix-IV]. For example, Register of Agreements, Release authorities, Register of Credit Advices received from SBP and NBP, Reconciliation Statements of Receipts and Expenditure, Adjustment of Disbursements, Budget Control Registers, Amortization Schedule, Register of Recoveries, Exchange Risk and Guarantee Fee, Foreign Loans Repayments, Outstanding Debt of the Federal Government, Individual Foreign Loan Account Ledger and Register of Due Dates of Payment, etc.

Aid Terminologies

23) Functions of the EAD are extremely important and highly technical in nature.  But, the EAD has no permanent stable cadre of its own.  There has been a very frequent and high turn over of its staff.  As such most of the staff remain unaware of the aid cosmetics most of the time and perform their duties in a shadowy atmosphere.  To help improve the situation, a comprehensive glossary of aid terminologies has been added at the end of the Manual [Appendix-V].  It has been arranged in two parts:  [1] general and  [2] specific to rescheduling.
General

24) For better and efficient working/implementation, latest relevant instructions regarding disbursement procedure, responsibility of data provision, project briefs, reconciliation of disbursement data, object element, disbursement forecasts, budget call letter and Planning Division’s “Guidelines for the Aided Projects” have also been collected and included in the Manual [Annex A1 to A13].

25) Apart from the above mentioned major activities, it also discusses the importance of internal inspection. Keeping in view the technicalities of the job and importance related to the accurate and timely payments, it is necessary that there should be an internal inspection of working of each section to ensure that checks have been properly applied and procedure regarding maintenance of accounts and operational statistic followed. A continuous internal inspection of all the sections is required to be carried out by the Office of the “Chief Finance and Accounts Officer” in such a way so that transactions relating to a particular country could be reviewed in detail as a test case every year. The inspection report is to be prepared by the said office after having preliminary discussion/replies with the Branch Officer and submitted to Secretary/Additional Secretary, and also communicated to the DM Wing for compliance.

26) Analysis of diverse aspect of aid is vital to understanding the complexities of the aid negotiations, formulating strategies and undertaking analytical work/actions.  This requires knowledge and familiarity with loan operations in order to interpret loan agreements and extract basic loan details. Matching DPs priority and excellence with country’s development needs is necessary.  Development assistance is most effective if it is managed, coordinated and used in the context of national priorities.  Hence, it needs refreshment training on negotiation skills and project analysis for officers of the EAD on regular basis. Since there is a very high staff turn over in key Front Office and Back Office, a policy on the development of training and other capacity building programs in debt and aid management is necessary with a special caution that such a capacity can be built up only over time.  A deliberate and comprehensive policy of training, retaining and rewarding quality staff is the key to success in the EDM.
27) The Manual on Foreign Debt Management has been revised, updated and compiled extremely vigilantly and carefully involving great efforts, devotion and dedication. It contains comprehensive functions/guidelines/procedures and organizational set up for all the stakeholders i.e. Front Office, Middle Office and Back Office.  It will be of great service and help in improving efficiency of all the concerned, mainly in the EAD. 

INTRODUCTION

The term “Foreign Aid” is wide-ranging, referring to any money or resources in the shape of loans, grants, goods and services that are transferred from one country to another for encouraging economic growth. Aid can be between two [bilateral] or many [multilateral] countries/institutions.  A flow of funds will be considered as foreign aid if:
a) It is non-commercial from the development partners [DPs] point of view; and 
b) It is concessional so that the interest and repayment is less stringent or softer than commercial terms.
2) Countries resort to external borrowing to fill the gap between domestic savings and investment and between the export and import of goods and services.  Borrowings could be in the international capital markets or from multilateral and bilateral sources.  Though borrowings increase resource availability, they are contractual liabilities and have to be repaid [principal] along with interest. Borrowing over time leads to accumulation of debt and increases principal and interest liability. Therefore, unless used productively, borrowings may soon begin to strain government finances, as more and more resources are to be diverted for debt service, leaving very less for routine and developmental expenditure. Borrowed resources therefore have to be used such that the capacity to service debt increases through accretion to government resources. This implies maintaining debt at a sustainable level i.e. a level of debt service that can be sustained over time without difficulty. This would usually mean that:
a) The volume of debt service doesn’t affect routine and developmental expenditure; and
b) The external debt to Gross Domestic Product ratio is low and not rising over time. 
3) The requirement is fulfilled when external resources are used productively and the resulting increase in government revenue is proportional to or more than the growth in debt service liability. If external borrowings are financing consumption or being used unproductively, the debt is likely to become unsustainable over time as the debt financing is not adding to productive capacity and revenue generating capabilities of the economy.  When external borrowings are not used productively and efficiently, the country is likely to face financial crisis. The sequence of events could be as under:
a) As debt service liabilities rise without corresponding increase in revenue, the government would need to set aside increasing share of budgetary resources for debt service;
b) The level of debt service would soon begin to affect routine government expenditure, often requiring additional borrowings to meet rising contractual payment obligations;
c) The country would slowly slide into debt trap. More and more borrowings would be required to service the accumulated debt, creating a vicious circle; and
d) The rising debt service obligations eventually lead to default i.e. the inability to honor principal and interest payments commitments.
4) The default is generally followed by prolonged negotiations with the creditors individually or collectively [Paris Club / London Club], leading to rescheduling / restructuring / write off of external debt. The relief programs generally include reform conditions to redeem government finances and put the economy back on the track.  External Debt Management [EDM], therefore, becomes indispensable.
5) EDM means managing government external debt with the objective of meeting the government resource requirements, while maintaining debt at sustainable level.  EDM has, therefore, two vital objective:
a) Meeting resource gap at minimum cost and risk. The cost minimization means lowering debt service cost and making it commensurate with the repaying capacity. It would generally involve borrowing at low interest and with long maturity / grace period. The risk minimization includes measures to reduce uncertainty about future debt service, which arise due to exchange and interest rate fluctuations and the risk of guarantees being invoked; and
b) Ensuring that borrowing does not lead to build-up of unsustainable debt burden i.e. the debt service liability remains manageable and does not strain government finances.
6) To handle the external borrowings, proper and effective EDM becomes necessary.  With this view in mind, the EDM Manual has been compiled.  EDM refers to the combined processes of negotiation, coordination, management, implementation, and evaluation of foreign aid.  It covers policy aspect such as the funding sources, the choice of debt instruments, the amount to be borrowed, currency composition and the terms of debt service.  Negotiation, coordination and proper management of foreign aid are important because aid by itself cannot enhance economic development. 

FUNCTIONS OF EXTERNAL DEBT MANAGEMENT [EDM]
7) The functions of EDM may be summed up into five main groups namely, policy, regulatory, operational, accounting and statistical analysis, which are briefly explained below:
a) Policy
     There are several agencies involved in dealing with external borrowings, which must coordinate to ensure that the national policies are implemented. Hence, a well defined debt policy and strategy consistent with the country's development objectives, macroeconomic policies and relevant international covenants must be formulated;

b) Regulatory
     A regulatory framework i.e., laws governing borrowings level, approval to borrow, conditions regarding debt terms, borrowings purpose, etc., must be clearly defined;
c) Operational
    At the operational level, there should be a strategy for seeking external funds, especially the markets to tap, the instruments to use, the currencies in which to borrow, the interest rate and maturity structure, etc.  In general, it is governed by the borrower’s creditworthiness. These decisions will determine the structure of the debt portfolio and should be constantly reviewed to judge the impact that changes in the global borrowing climate and the country's own situation have on the opportunities available;
d) Accounting
    Collecting detailed information on the country's debt on a loan-by-loan basis and putting in place the appropriate mechanisms to ensuring timely debt servicing are part of the accounting functions of debt management; and

e) Statistical and Analytical Aspects
     Analysis of aid data through the following processes should be available to the policy makers and the rest of the stakeholders:
i) Debt flows [disbursement and debt-servicing];
ii) Debt by Currency;
iii) Debt by Creditors;
iv) Kinds of Debt [ODA / Non-ODA];
v) Debt Service Projections and Arrears;
vi) Maturity Structure;
vii) Interest Rate Structure;
viii) Net Present Value of Debt, and
ix) Debt Indicators, etc.
Organizational set up

8) EDM involves complex, diverse and specialized functions/responsibilities like aid negotiations, evaluating borrowing alternatives, signing of loan/grant agreements, on-lending, disbursement, monitoring, analysis, debt service payments, and managing currency, interest and maturity risks etc.  The activities are distinguished by the initial process [loan negotiations and contracting], analytical examination [risk management and advisory services] and the follow up phase [accounting, debt-servicing, databank, etc].  The requisite organizational structure is correspondingly the Front, the Middle and the Back Office for the initial, analytical and the follow-up phases, respectively.
9) The Front Office and Back Office are located in the EAD while the Middle Office is in the Ministry of Finance.  The functions of these three offices are briefly as under:
	OFFICE
	FUNCTIONS

	Front Office

[Policy Sections in EAD]

Negotiating & Borrowing


	· Borrowing Plan/needs;

· Consultations with the stakeholders;

· Negotiation & signing of the loan/grant agreement;

· Fulfillment of the conditionalities [if any];

· Modifications to agreements [deferring disbursement closing date, cancellation/ enhancement of commitments, etc];

· On-lending;

· DPs Co-ordination; 

· Disbursements; and
· Follow-up regarding undisbursed amounts, etc 

	Middle Office

[DPCO in Finance Div]

Debt & Risk Analysis
	· Debt Policy/Strategy;

· Portfolio Review/Analysis;

· Borrowing Strategy;

· Sustainability Analysis;

· Risk Analysis; and

· Risk Management, etc

	Back Office

[R&S/DM/CC in EAD]

Information Management i.e.,
inflow & outflow of foreign aid


	· Database Maintenance/Administration;

· Debt Recording;

· Debt Reporting;

· Debt Servicing;

· Debt Settlement;

· Rescheduling;

· Pre-payments;

· On-lending Policy; and

· Analytical/Statistical Reporting, etc


Layout of the Manual

10) This manual incorporates guidelines, institutional and legal framework and practices and procedures to facilitate all persons involved in the three stages of debt management. The manual also elucidates the triangular relationship between the EAD, the Stakeholders and the Development Partners.  Following areas have been covered in the sequence given below:
Part One - External debt & its components along with sources and classification of foreign aid to Pakistan;
Part Two - Legal and institutional framework necessary for efficient and effective EDM. It contains laws, statutes and policies that should be put in place, the authorization process of debt contracting, the debt operations, mandates and the coordination mechanisms for efficient EDM;

Part Three - Front office functions, comprising identification of financing sources, resource mobilization processes, negotiations, signing of loan/grant agreements, on-lending and creditors’ coordination, etc;

Part Four - Middle Office functions, comprising debt strategy/policy formulation, instrument and portfolio analysis, sensitivity analysis and the effect of changes in the parameters of debt instruments on a country’s debt portfolio and debt sustainability analysis; and

Part Five - Back office functions/procedures i.e., maintaining databank, its accounting, debt recording, debt-servicing, debt-rescheduling, monitoring of on-lending, statistical reports and information flows pertaining to the external debt.
Part 1
a) External Debt & its Components

2) Total external debt is debt owed to nonresidents repayable in foreign currency, goods or services. It is the sum total of public & publicly guaranteed debt, private non-guaranteed long-term debt, IMF credit and short-term debt. Short-term debt includes all debts having maturity period up to one year, and interest in arrears on long-term debt.  The components of external debt are tabulated below:


[image: image1]
3) The external debt classified by debtor category is sub divided into three groups: IMF credits, Public & publicly guaranteed debt and Private                 non-guaranteed debt.

IMF Credits
4) The IMF credits utilization is considered to be a liability of the Central Bank.  Although the Central Bank belongs to the Government and in that sense its debt is a “Public debt”, yet the independence that the central bank has vis-à-vis the government and its policies allows for this debt, the IMF credit, to be shown separately and as a different type of debt than that of the central government.
Public and Publicly Guaranteed External Debt 
5) The public and publicly guaranteed debt comprises the long-term external obligation of public debtors, including the national government and political subdivision [or an agency of either] and autonomous public bodies and the external obligations of private debtors that are guaranteed for repayment by a public entity. According to maturity, it has two categories i.e. short-term and medium & long-term.    

6) Medium & long-term debt is one that has an original or extended maturity of more than one year. It has two broad components [by creditors], official creditors and private creditors. Official creditors are those whose resources for lending are coming from their public budgets in contrast to private sources e.g. commercial banks and private individuals. 

Bilateral and multilateral creditors
7) Official creditors are categorized as “Bilateral” and “Multilateral”.  The difference between these two types of creditors is essentially the source of funds.  In the case of bilateral creditors, the source is the budget of any single government while in the case of a multilateral creditor the funds are contributed by various governments from their budgets, to the money lending multilateral agencies.  A significant difference between the bilateral and multilateral credits is that the bilateral credits are eligible for rescheduling through the Paris Club whereas the multilateral credits incorporate a seniority that requires them to be serviced in any case.  The other features of the bilateral credits are the concessional terms and that their flows are not affected by any credit rating considerations.
8) Bilateral creditors are further sub-divided into Paris Club countries and Non-Paris Club countries.  The Paris Club is an informal group of financial officials from 19 of the world's richest countries, which provides financial services such as debt restructuring, debt relief, and debt cancellation to indebted countries and their creditors. Such relieves are recommended by the IMF when other alternatives are not forthcoming.  It meets every six weeks at the French Ministry of the Economy, Finance, and Industry in Paris. It is chaired by a senior official of the French Treasury.  The permanent member-nations of the club are: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Ireland, Italy, Japan, the Netherlands, Norway, Russia, Spain, Sweden, Switzerland, the United Kingdom, and the United States.  Rests of the countries, including the Persian Gulf Countries, are termed as Non-Paris Club Countries.

Private Creditors
9) Private creditors can be sub-divided into three categories: private banks, sovereign bonds and others [supplier’s credits, etc].  
Private Banks and Buyers’ Credits
10) The banks falling under this category are the ones which are non-resident irrespective of their origin and the proceeds are received from abroad. Loans from the private banks are not eligible for the “Paris Club Relief” except in cases when they are extended as buyers credits or are backed by public/public corporations’ guarantee.  

11) The buyers’ credit is a financial arrangement that involves at least three parties: an exporter [supplier], an importer [buyer] and a bank [financing the operation through a loan]. The exporter [supplier] provides the goods to the importer [buyer] and the bank pays to the exporter [supplier].  The repayment of the principal and interest is the liability of importer [buyer]. In certain cases, the loan is insured by a public or semi-public agency.  The insurance premium on such transactions is initially paid by the bank to the credit insurance company and the sum is later recovered as loan charge besides the principal and interest.
12) In case of default in payment by the borrower, the lender realizes his claim directly from the insurance agency.  Thereafter, the loan is subrogated to the export insurance agency which attains the right of claimant creditor.  Being a public or semi-public agency, its claim shifts from the category of a private bank loan to official bilateral loan.  As official bilateral loan, the provisions of Paris Club Relief also become applicable. 
Bonds
13) Bonds are the government securities purchased by individuals or institutions, resident abroad.  The bonds are normally not covered by the Paris Club relief provisions as the claimants are private persons/institutions.    

Others and Suppliers/Exports’ Credits
14) Others are all the remaining private foreign creditors, of which the most important is the suppliers’ credits. In this case there are three actors: an exporter [supplier], an importer [buyer] and the exports insurance agency.  This case is very similar to the “Buyers’ credit” case that has already been explained above.  The only difference is that the supplier, instead of a bank, provides the credit in the form of a loan. 
15) In this case, as long as the importer [buyer] repays the loan in due time the debt remains a private creditor loan.  But, if for some reason the importer [buyer] stops paying and triggers the insurance then the exports insurance agency is paying the supplier. Thus, the loan is subrogated to the exports insurance agency, which becomes the claimant creditor.  As it was said before, the loan shifts from “Private” to “Official bilateral”.
Export Credits
16) Export credits are termed so as they provide export finance to overseas buyers on credit terms. The main constituent of export credit is buyer’s credit. Here, the exporter supplies plant and machinery and seeks reimbursement from a commercial bank in the country. The credit contract is between the bank and the importer. The default risk of lending institution is covered by the credit insurance agency in the creditor country and the importer pays insurance premium as part of the credit terms. In the event of default, the arrears are included in Paris Club negotiations.
17) Bank financing is generally limited to 85 per cent of the cost of plant and machinery. The balance 15 per cent is paid upfront by the importer. OECD Consensus Rates apply in determining the applicable interest rate [called Commercial Interest Reference Rates] and the tenor of credit.
18) In supplier’s credit, which is another constituent of export credit, the overseas exporter provides machinery/equipment to importer on deferred payment terms. The supplier is, therefore, exposed to credit risk. He, however, could get the bills [promissory notes for principal and interest payment on future dates] discounted by a bank to get upfront. There are no agreed terms for supplier’s credit. The supplier may also offer credit at zero interest to make terms attractive. The package, however, could have hidden costs as the supplier may inflate the price to compensate for low interest and the risk of default.  Both buyer’s and supplier’s credits are in the nature of tied credits, as the supplier and the funding institution are from the same country.
b) Sources & Classification of Foreign Aid
I. Sources

19) Pakistan has been receiving foreign economic assistance from friendly countries and international agencies, the development partners, under bilateral and multilateral arrangements. These are:

a) Bilateral [Paris Club] countries namely Australia, Austria, Belgium, Canada, Denmark, Finland, France. Germany, Italy, Japan, Korea, Netherlands, Norway, Russia, Spain, Sweden, Switzerland, United Kingdom and United States of America.

b) Bilateral [Non-Paris Club] Countries like Bulgaria, China, Czechoslovakia, Poland, Romania, Yugoslavia, UAE, Iran, Iraq, Kuwait, Libya, Qatar, Saudi Arabia and Turkey.

c) Multilateral Agencies namely, Asian Development Bank [ADB], International Bank for Reconstruction and Development [IBRD], International Development Association [IDA], International Finance Corporation [IFC], International Fund for Agriculture Development [IFAD] and European Union [EU], European Investment Bank [EIB], Islamic Development Bank [IDB], Nordic Development Fund, Nordic Investment Bank, Organization of Petroleum Exporting Countries [OPEC] Fund, and UN Agencies.

II. Classification

20) Foreign Economic Assistance can broadly be grouped under two categories:

i) Foreign Grants; and

ii) Foreign Loans/Credits.

Foreign grants

21) Grants are defined as legally binding commitments that obligate a specific value of funds available for disbursement for which there is no repayment requirement. Foreign Grants, provided by the development partners [DPs], fall under the following classifications:

a) Project Assistance:     It covers cost of machinery and equipment for projects;

b) Commodity Assistance:     It represents imports of industrial raw material and essential consumer goods;

c) Technical Assistance:     It covers and is generally sub-divided into:

i) Provision of foreign technicians [experts/advisory services];

ii) Provision of training facilities abroad for Pakistan nationals; and

iii) Supply of equipment for purposes of training and demonstration.

d) Other Grants.    It includes:

i) Relief Aid:     It represents the imports of emergency relief goods and services which are required to meet extra-ordinary needs created by natural calamities like floods, drought, epidemics and earthquakes, etc. 

ii) Foreign Aid received in cash in foreign currency: Foreign aid has also been received in cash, on grant basis, from friendly countries to finance the expenses in local currency for development projects of the Central/Provincial Governments and Local Bodies, etc. The amount of grant received in cash or the machinery, equipment and supplies purchased out of it are passed on to the beneficiaries i.e. Central Government Departments, Provincial Governments, Semi-Government or Statutory Corporations, etc. 

Foreign Loans/Credits

22) Foreign loans/credits means the provision of resources, excluding food or other bulk commodities for relief or development purposes, including import procurement programmes, which must be repaid according to conditions established at the time of the loan agreement or as subsequently agreed. Foreign loans and credits can be classified in many ways:

a)  Firstly, according to the Federal Government’s role [as borrower vs. guarantor];

b) Secondly, on the basis of utilization; 

c) Thirdly, on the basis of sources of financing; and

d) Fourthly, on the basis of mode of payment.

23) Foreign loans/credits, as per first classification, fall under the following two categories:

a) Central Borrowing: Foreign Loans and credits under this category constitute the liability of the Federal Government and appear in Government Accounts. In this category, loans are contracted by the Federal Government for the:

i) Purchase of machinery/equipment, supplies and services for projects of the Central/Provincial Governments, Autonomous Bodies under their control, Private Sector projects catered for directly or through the financial institutions/credit agencies; and

ii) Purchase of non-project commodities. 

b) Guaranteed Loans: Foreign loans and credits under this category are termed “Guaranteed Loans.”  They do not constitute a direct liability and thus do not appear in Government Accounts. In case of default by the primary borrower the contingent liability, however, rests with the Government in view of the guarantee extended by it.  This category encompasses loans directly contracted by the Provincial Governments,  Autonomous Bodies/Corporations of the Federal and Provincial Governments, Financial  Institutions, Credit Agencies and Industrial Concerns, etc, in the private sector on the guarantee of the Federal Government.
24) Foreign loans/credits, as per second classification, fall under the following two categories:

a) Project Loans; and

b) Non-Project Commodity Loans.

Project Loans

25) Project loans are loans for a particular project, such as Tarbela Dam, Indus Highways, Children Hospital, etc which normally has to be repaid from the cash-flow of that project.  Foreign Loans and credits are contracted to finance the cost of machinery, equipment and technical services for a specific project and are defined in “Project Agreement”. A Project Agreement is the formal statement signed by Pakistan and the lending country/agency describing with respect to an individual project, the objectives and work programme, and the obligation on both sides for its implementation. On finalization of the Agreement the project authorities are required to conclude contracts for supply of machinery and equipment and services and to take action for the utilization of the loan/credit for the implementation of the project for which the loan was contracted. Project loans can either be contracted by the Federal Government and relent to the project authorities/agencies or directly contract by the project authorities/agencies but guaranteed by the Federal Government.  

Non-Project [Commodity] Loans

26) Non-project or commodity loans are normally provided for budgetary/balance of payments support.  They are contracted to finance imports of industrial raw material and essential consumer goods and thus release Pakistan’s own foreign exchange earnings for development purposes. These loans are also termed as “Programme Loans” and are always contracted by the Federal Government. Commodity Loans generate rupee funds as the importers, both in private and public sectors, are required to deposit the rupee equivalent of the receipt of shipping documents. The rupees thus generated under Commodity Loans constitute general support to the Government and are accounted for as liability of the Federal Government.   

27) Foreign loans/credits, as per third classification, fall under the following two categories:

a) Capital Aid or Official Development Assistance [ODA]; and 

b) Export/Suppliers Credits. 

Capital Aid or Official Development Assistance Loan

28) Capital Aid constitutes the foreign economic assistance provided on government basis and covers the cost of capital goods, machinery and equipment for the projects forming part of the national development programme and also for import of commodities. Loans belonging to this category are always contracted by the Federal Government [with a grant element of at least 25%] and appear in Government accounts.  

Export / Suppliers Credits

29) In some cases the Suppliers in a country provide Credit for promotion of their exports/supplies to the Government/Agencies/Importers, either financed from their own resources or by financial agencies. These are either guaranteed by the Government or covered by Export Credit Insurance Agency. Such Credits are termed “Export/Suppliers Credits”. These credits are offered generally for a shorter period of time.  Export credits are grouped in various forms of international finance.  Their common characteristics are:

a) They are of relatively short maturity [usually 10 years];

b) They carry commercial rates of interest; and

c) They have a component of substantial down payments. 

30) A supplier’s credit is a form of trade credit extended by the supplier in one country to the buyer in another country. The supplier may or may not obtain financing of the credit from a Bank. Bank financing is usually limited to the amount insured by an export credit insurance institution. A financial credit is an export credit extended by a bank to the importing buyer. This credit is ordinarily restricted to purchase of particular goods from a specified supplier or list of suppliers. The supplier is paid in each case by the importer through the financial credit. The supplier can also obtain payment directly from the lending bank on proof of shipment. The loans tied to purchases in the lending country are essentially export credits. Each transaction or contract, and in some case, like Swiss Credits, each shipment, constitutes a separate credit with its own amortization schedule. Such credits are generally contracted directly by the agencies/importers on the guarantee of the Government of Pakistan. These do not appear in Government accounts. The transaction of these credits would, however, appear in Government account in case of default by the primary borrower when guarantee is invoked. These credits, when extended to the Federal Government, however, appear in Government accounts. 

External Private Debt with Exchange Guarantee only

31) There is another classification of export/suppliers Credits. This classification covers all un-guaranteed non-public external debt where the monetary authorities, through not guaranteeing contingent liability in the event of default, do undertake, directly or indirectly, to provide foreign exchange to the debtor to enable him to service his debt in foreign exchange according to schedule. For this purpose, mere approval of the foreign exchange transaction does not constitute a guarantee for transfer of liability. 

State-cum-Bank Credits  

32) Countries like France and Switzerland provide credit facilities to Pakistan for financing the purchase of goods and services under Stat-cum-Bank Credits. These credits comprise 50% financing by Government/Treasury and 50% commercial credits by the Banks guaranteed by the lender Government. The disbursements are made on 50% basis from each against each shipment/supplies. The lending government’s share of the credits generally carries soft terms whereas Bank/Commercial Credits are on commercial or semi-commercial terms. 

33) Foreign loans/credits, as per fourth classification, fall under the following three categories:

a) Foreign Loans and Credits contracted in foreign exchange and payable in foreign exchange;

b) Foreign Loans and credits contracted in foreign exchange but payable in local currency; and

c) Foreign loans and Credits contracted in foreign exchange and repayable in rupee for credit to Trade Accounts of Lender country useable for export of goods.

Foreign Loans & Credits contracted in Foreign Exchange and repayable in Foreign Currency 

34) Foreign loans and credits which constitute Pakistan’s external debt are generally contracted/disbursed in foreign exchange and are repaid in foreign exchange in the currency of the loan in accordance with the terms of the Loan Agreements. Loans from all Consortium countries except development loan fund [DLF] and Counterpart Fund Loans from USA, Non-Consortium Countries, OPEC/Islamic countries and International Financial Institutions/Agencies fall under this category. Loans from a few Eastern European Socialist Countries are payable partly in foreign exchange and partly in rupees useable for export of goods from Pakistan.

Foreign Loans & Credits Contracted in Foreign Exchange and repayable in Local Currency
35) Loans received in foreign exchange and repayable in rupees include the following:

a) Development Loans Fund:
This source of financing of economic development was created by the US Congress when it provided for a DLF under the Mutual Security Act of 1957. It provided financial help on a long-term continuing basis for public as well as private sectors. The rate of interest on these loans varies from 3 ½ to 5%. These loans are repayable in local currency. 

b) U.S. Counterpart Fund Loans received and repayable in local Currency:
Local Currency or counterpart funds are generated from the sale of commodities provided under various programmes, e.g. US Commodity Aid.  Funds available in local currency under these programmes are utilized to meet the local cost of projects or for other purposes, as may be agreed bilaterally. 

Foreign Loans & Credits Contracted in Foreign Exchange and repayable in Rupee for Credit to Trade Accounts of Lender Country useable for Export of Goods
36) Normally foreign loans and credits contracted in foreign exchange are repayable in the currency of each loan, In loan agreements with Eastern European Socialist countries, it is stipulated that these loans would be repayable in rupees for credit to the trade account of the lender country maintained with the National Bank of Pakistan [NBP] to be used for export of goods from Pakistan to these countries, under bilateral agreement. 

Single Project Loans

37) Foreign loans and credits may be contracted by the Federal Government for a single project and relent to the project authorities or directly negotiated by the project authorities but guaranteed by the Federal Government. In the former case, the agreement is signed between the Government of Pakistan and the lender country for the aid to be provided for the project. In certain cases, however, besides the loan agreement a project agreement is also signed between the project authorities and the lender country. The project authorities, on completion of necessary formalities and pre-requisite for effectiveness of the loan, enter into contract for the supplies and maintain complete accounts of the foreign aid received for the project. 

Bulk Allocation for Multiple Projects and Commodities

38) Foreign aid is also received for utilization on multiple projects, as also for procurement of commodities in accordance with the loan agreement. In such cases bulk allocation of funds is made for the various projects catered for under the aid programme and for procurement of commodities. In such cases, the utilization of funds is restricted to the bulk allocation made for the purpose.
PART 2:     LEGAL AND INSTITUTIONAL FRAMEWORK
2) Government borrowing from external sources necessitates a well established legal basis for contracting debt.  In this regard, a clear legal framework governing the mobilization, management and monitoring of external resources is in practice in Pakistan. The EAD is responsible for assessment of requirements, programming and negotiations of external economic assistance related to the government of Pakistan and its constituent units from foreign governments and multilateral agencies. The issues regarding external debt management and matters relating to technical assistance to foreign countries, credit to friendly countries on lending/re-lending of foreign loans and monitoring of aid utilization are being handled by this Division.
a) Rules of Business, 1973

3)  Under Schedule II of Rules of Business 1973, the EAD is responsible for:
a) Assessment of requirements, programming and negotiations for external economic assistance from foreign governments and organizations.
b) Matters relating to IBRD, IDA, IFC, ADB and IFAD.
c) Economic matters pertaining to Economic and Social Council of the United Nations, Governing Council of UNDP, ESCAP [Economic and Social Commission for Asia and Pacific] Colombo Plan and OECD [DAC]
d) Negotiations and coordination activities etc., pertaining to economic cooperation with other countries [excluding RCD and IPECC]
e) Assessment of requirements, programming and negotiation for securing technical assistance to Pakistan from foreign governments and organizations including nominations for EDI courses.
f) Matters relating to technical assistance to foreign countries.
g) External debt management, including authorization of remittances for all external debt service, compilation, accounting and analysis of economic assistance from foreign governments and organizations.
h) Review and appraisal of international and regional economic trends and their impact on the national economy. Proposals concerning change in international economic order. 
i) Matters relating to transfer of technology under UNDP assistance.

j) Matters relating to Islamic Development Bank [IDB].
b) Fiscal Responsibility and Debt Limitation Act, 2005

4) Laws, regulations and policies which stipulate the limits of external public debt limit of government borrowing are also there in the shape of “Fiscal Responsibility and Debt Limitation Act, 2005 [FRDLA]”.  The relevant clauses of the Act are briefly mentioned in the following paragraphs, while FRDLA is placed at Appendix-I.
a) The Federal Government shall take all appropriate measures to eliminate the revenue deficit, reduce total public debt and maintain it within prudent limits thereof.
b) In particular and without prejudice to the generality of the foregoing provisions, the following shall be the principles of sound fiscal and debt management, namely:
i) reducing the revenue deficit to nil not later than the thirtieth June, 2008, and thereafter maintaining a revenue surplus;
ii) ensuring that within a period of ten financial years, beginning from the first July, 2003 and ending on the thirtieth June, 2013, the total public debt at the end of the tenth financial year does not exceed sixty per cent of the estimated gross domestic product for that year and thereafter maintaining the total public debt below sixty per cent of gross domestic product for any given year;
iii) ensuring that in every financial year, beginning from the first July, 2003, and ending on the thirtieth June, 2013, the total public debt is reduced by not less than two and a half per cent of the estimated gross domestic product for any given year:
Provided that the social and poverty alleviation related expenditures are not reduced below 4.5% of the estimated gross domestic product for any given year and budgetary allocation to education and health will be doubled from the existing level in terms of percentage of gross domestic product during the next ten year; and 
c) not issuing new guarantees, including those for rupee lending, bonds, rates of return, output purchase agreements and all other claims and commitments that may be prescribed, from time to time, for any amount exceeding two per cent of the estimated gross domestic product in any financial year: 
Provided that the renewal of existing guarantees shall be considered as issuing a new guarantee. 
d) The Federal Government may depart from the principles of sound fiscal and debt management on the ground or grounds of unforeseen demands on the finances of the Government due to national security or natural calamity as determined by the National Assembly, but when the Federal Government does so-
i) any such departure shall be temporary; and
ii) the Minister shall, in accordance with the provisions of this Act, specify:
(a) the reasons for the Federal Government's departure from those principles;

(b) the approach or measures the Federal Government intends to take to return to those principles: and
(c) the period of time that the Federal Government expects to take to return to those principles.
5) Economic policy statements to be laid before the National Assembly:
a) The Federal Government shall, in each year, cause to be laid before the National Assembly, the following statements of economic, fiscal and debt policy, namely :
i) the medium term budgetary statement;
ii) the fiscal policy statement; and
iii) the debt policy statement.

Provided that if the National Assembly is not in session, the statements may not be laid until it next sits or as soon as practicable after that even if that is after the end of  the period specified in sub-section [2].

b) The economic policy statements specified on sub-section [1] shall cause to be laid before the National Assembly by the end of the period specified in sections 5, 6 and 7.

[3] The economic policy statements shall be in such form as may be prescribed from time to time by the Federal Government.

6) The medium term budgetary statement:
a) The Federal Government shall include a medium term budgetary statement, consistent with the principles of sound fiscal and debt management in the annual budget statement to be laid before the National Assembly each year not later than the thirtieth day of June of each financial year.
b) The medium term budgetary statement shall set forth a three year rolling target for economic indicators.
c) In particular and without prejudice to the provisions contained in sub-section [2], the medium term budgetary statement shall, for the financial year commencing on the first day of July and the two financial years following that financial year:
i) indicate explicitly, by the use of ratios or other means the Federal Government’s intentions regarding economic indicators including those specified in sub-section [2] of section 6; and
ii) specify clearly key fiscal measures and risks that the Federal Government considers important and against which fiscal policy will be set and assessed.

7) The fiscal policy statement:
a) The Federal Government shall cause to be laid before the National Assembly the fiscal policy statement by the end of January each year.
b) The fiscal policy statement shall, inter-alia, analyze the following key macroeconomic indicators, namely:
(a) total expenditures;
(b) total revenues;
(c) total fiscal deficit;
(d) revenue deficit; and
(e) total public debt.
c) The Federal Government shall explain how fiscal indicators accord with the principles of sound fiscal and debt management.
d) The fiscal policy statement shall also contain:
(a) the key fiscal measures and rationale for any major deviation in fiscal measures pertaining to taxation, subsidy, expenditure, administered pricing and borrowing;
(b) an update on key information regarding macroeconomic indicators;
(c) the strategic priorities of the Federal Government for the financial year in the fiscal area;
(d) the analysis to the fullest extent possible of all policy decisions made by the Federal Government and all other circumstances that may have a material effect on meeting the targets for economic indicators for that fiscal year as specified in the medium term budgetary statement; and
(e) an evaluation as to how the current policies of the Federal Government are in conformity with the principle of sound fiscal and debt management and the targets set forth in the medium term budgetary statement in section [5].

8) The debt policy statement
a) The Federal Government shall cause to be laid before the National Assembly, the debt policy statement by the end of January each year;
b) The purpose of the debt policy statement is to allow the assessment of the Federal Government's debt policies against the principles of sound fiscal and debt management and the debt reduction path;
c) In particular and without prejudice to the provisions of sub-section [2], the debt policy statement shall, inter alia, contain:
(a) assessment of the Federal Government's success or failure in meeting the targets of total public debt to estimated gross domestic product for any given year as specified in the debt reduction path;
(b) evaluations of external and domestic borrowing strategies and provide policy advice on these strategies;
(c) evaluations of the nominal and real costs of external and domestic borrowing and suggest ways to contain these costs;
(d) analysis of the foreign currency exposure of Pakistan's external debt;
(e) consistent and authenticated information on public and external debt and guarantees issued by the Government with ex post fecto budgetary out-turns of all guarantees and those of other such claims and commitments;
(f) information of all loan agreements contracted, disbursements made thereof and repayments made thereon, if any, by the Government during the fiscal year; and
(g) analysis of trends in public debt and external debt and steps taken to conform to the debt reduction path as well as suggestions for adjustments, if any, in the Federal Government's overall debt strategy.

PART 3:     Front office
2) The Front Office has the prime responsibility of mobilizing foreign funding for the development of the economy, within the legal and policy framework, in an efficient and effective manner. In the EAD, Policy Wings are termed as Front Office which are:
a) World Bank Wing [deals with matters pertaining to the World Bank, IDB and IFAD];

b) ADB/Japan Wing [deals with matters pertaining to the ADB and Japan];

c) PC Wing [deals with matters pertaining to the Paris Club countries] ;

d) UN/China Wing [deals with matters pertaining to the UN and China]; and 

e) EC Wing [deals with matters pertaining to the countries not covered above [a-d].
3) The Policy Wings, comprising many policy sections [PSs] are responsible for aid negotiation, signing of the loan/grant agreements, getting fulfilled conditionalities [if any], on-lending, disbursements, debt swaps, hedging, development partners co-ordination and conducting meetings like Pakistan Development Forum, Joint Commissions, Disbursement Review Meetings, etc.

a) Aid Negotiations

4) Under the Rules of Business 1973, one of the functions of the EAD is:
“assessment of requirements, programming and negotiations for external economic assistance from foreign governments and organizations”
5) This function is the responsibility of and is being performed by the respective PSs.  The executing agencies [EAs], ministries/divisions have, however, really important roles in it as they have the best knowledge of projects and programme to be aided and they are responsible for aid utilisation. So they have to put up proposals for initiating aid mobilisation and negotiation efforts. But the EAs should not make, in any case, formal aid request to any of the DPs. All formal aid negotiation will take place through the EAD. The overall perception of planned programme of aid availability, DPs preferences, suitability of aid sources, terms and matching DPs priority and excellence with country’s development needs rests with the EAD.
6) The EAD acts as the coordinating agency and keeps close liaison with both the EAs and the DPs. For effective coordination, communication between the EAD and EAs on the one hand and between the EAD and the DPs should follow some systematic procedure. The following will help boost effective coordination: 
a) The EAs and ministries/divisions are free to discuss project ideas with the DPs but such ideas should be kept in line with the development plan objectives, priorities and targets. The EAs should float ideas invariably with the consent/approval of their administrative ministries and the EAD should be kept informed about such discussion of project ideas with DPs;
b) Cases of contracting supplier’s credit [mostly by the Finance Division] should invariably be reported to the EAD; and
c) When a DP conveys directly to the EAs some serious concern about an aided project, aid procedures, etc., it should be promptly communicated to the EAD.
7) The respective PSs should:
a) maintain an effective communication link with the DPs;

b) inform the DPs regularly about the national priority sectors/projects/programs;

c) forward request for project/program assistance to DPs for the ensuing years only after the due clearance from the CDWP/ECNEC;

d) communicate DPs reaction about aid requests to the concerned EAs;
e) request and convince the DPs to avoiding direct channeling of foreign aid by passing the Federal Government budget system;
f) always operate within the legal and regulatory borrowing framework that instills confidence and protects investors, creditors and rating agencies. It should always adhere to government debt guidelines and strategy and should also adhere to systems and procedures that ensure that the government’s funding and risk management activities are conducted in a timely and transparent manner;

g) maintain well-informed and coordinated relations with the markets, investors, credit rating agencies and the DPs. Periodic reports of the country’s debt and risk management strategies, funding needs and development priorities help to increase stakeholders’ awareness while promoting transparency and confidence;

h) be able to evaluate funding prospects and their impact on the debt portfolio. Evaluation should be made of the financial, technical and legal terms and conditionalities of the external loan proposals, including the loan purpose, conditions for disbursing loans and the degree of concessionality i.e. grant element;

i) conform to the parameters of the medium and long term debt management strategy as recommended by the middle office and approved by the policy makers. The borrowing mix should be adjusted to the recommended guidelines: grant element and other benchmarks ratios, instrument to be issued, redeemed or rolled over and the borrowing currencies, interest rates, maturities and debt-service profiles that could help avoid  lumping of maturities;

j) have a rating system against which it ranks the alternative sources of funding. Depending on the country’s scoring procedures under each criterion, the PSs should then choose the preferred creditors which have obtained the highest average scores as the possible sources of financing for Government;

k) send the project proposals to the chosen potential DP after which negotiations are conducted with it. Potential DPs will normally undertake their own appraisal in order to justify their involvement in the project. If the potential DP gets interested in funding the project, the respective PS prepares to start negotiations. Negotiations may involve selection of the negotiating team, identifying creditor Information / culture / precedents and other details about the creditor. Before negotiations begin, necessary pre-negotiation authorizations and approvals must be obtained; 

l) keep in constant touch with the market, credit rating agencies, investors and even have networking with the DPs;
m) collect and analyse information pertaining to slow disbursing loans;
b) Selection of Negotiating Team

8) Aid negotiation is a lengthy, intricate and tedious process.  An appropriate negotiating team composed of well-trained and experienced professionals should be there in the EAD to counteract the experienced negotiating teams of the DPs.  A negotiation strategy and guiding principles should be evolved/agreed upon. Extensive preparations for negotiations need to be done and this should lead to formulation of a game plan, which will be a basis for negotiations.  The time and resources for preparing for negotiations is an important aspect of the loan negotiation process. It is difficult to prescribe the amount of time and resources that may be required because they are dependent on the type of DP and the purpose of the loan/credit/grant.  The team should also have its national data and information on important variables, which might be crucial in arguing out their case for the best possible loan terms. Other documents that may be required by the DP are the project and credit documents. Appraisal reports on the project in question are also considered and all other relevant documentation.
9) The EAD will nominate Chief Loan/Grant Negotiator who will be responsible to lead the negotiating team.
c) DPs information
10) The respective PSs should collect and update information on DP practices and policies.  Specifically, they should use the following criteria in evaluating all the DPs policies, procedures and lending instruments in order to find the preferred one:
a) The type of support traditionally provided by a DP;

b) The traditional sectors and projects supported by a particular DP;

c) Concessionality, amounts of loan and other financial terms at which the loan is offered;

d) The channels through which the resources will be delivered;

e) The flexibility of the DP in accommodating the Government’s funding requirements;

f) Predictability of the DP in honouring its commitments;

g) Conditionality associated with the disbursements of the committed loans and how strictly they are enforced;

h) Assessment of the degree to which a DP plays an independent role in the policy dialogue relating to disbursements of loans. That is, how strict is the DP disbursement tied to the performance of Government under the IMF Programme.

i) Previous contracts that have been signed with the DP are reviewed with the objective of looking at improvements in the proposed contract and other clauses for negotiation.

j) Other detailed information that relates to the financial rating, disbursement and procurement procedures, which in most instances have resulted in loans not being disbursed fully and timely, which results among others payments of high commitment charges.

d) Negotiation process

11) The responsibility for negotiation of aid [loans/grants] and contracting agreements with the DPs rests with the EAD. In some cases, however, other authorities also negotiate and contract agreements for aid. The agreements for Food Aid, for example, are generally processed by the Ministry of Food and Agriculture. The aid agreements may take the shape of detailed documents containing basic and supplemental provision or they may take the shape of a letter or memorandum. The particulars of aid, however, are given in the agreement, whatever the shape it may have.  Aid negotiations may be grouped in four main stages: Pre-negotiation; Negotiation; Post-negotiation and Renegotiation.
III.   Pre- negotiations

12) Negotiations involve obtaining and analyzing all loan information based on the standard strategy, explained above. A negotiating team reviews the project documents [e.g. appraisal documents, draft agreements, disbursement and procurement procedures, etc] including the legal obligations. Importantly, this review helps to ensure that the proposed obligation’s clauses are not in conflict with the objectives and laws of the state.  There is no specific time and resources needed during the initial stage of negotiations. However, when the process reaches decision stages, negotiation timeframe should be such that the conclusion is reached within the time span that funds can be effectively utilized.

IV.   Negotiations

13) Aid negotiation is fundamentally an “Art” i.e. there is no standard way of negotiating for funding of foreign resources. The type of negotiations will vary from one DP to another.  Generally, the efficacy of the negotiations requires thorough preparations by the negotiating team. Adequate preparation is a key to providing the foundation of a credible performance. The negotiators should be conversant with the rules of loan procurement and must be ready to cite evidence to support their position.  During the negotiations, the negotiating team should cite sources of precedent and data that the lender is likely to respect. On the other hand, parties should be intimated by statistics, principles, regulations or precedents cited by another party, since these may, upon close analysis, be obsolete, irrelevant or distinguishable from its own case. It is also useful for borrower to anticipate objections to its position so that it can have answers ready in advance. The borrower may also want to raise some hypothetical objections to demonstrate reasonableness and depth of analysis.
14) An adequate preparation includes the provision of fallback positions or options a borrower could adopt in the course of negotiations. For any option, the borrower should know and understand its monetary or other qualitative implications. 
15) During actual negotiations, the negotiating team takes into account points of consensus and divergence and they need to take particular note of non-verbal communications.  Non-verbal communications is deemed to be very crucial during the negotiation process.  Such will include the appearance, the punctuality, the conduct and the composition of the negotiating team. This reflects the preparedness, confidence and credibility of the team.

V. Post-negotiations

16) It is an inexcusable error for any party to assume that an agreement and any other negotiated document on all issues will be reflected accurately after being revised. Both parties must go through the entire document to satisfy themselves that everything in it and other negotiated documents is accurate. Both parties take minutes of loan negotiations proceedings, recording specific agreements reached upon the various issues.  Before putting together the final loan documents, both parties must confirm these minutes to avoid any later confusion or disputes.
VI. Renegotiations

17) There are instances where the need to re-negotiating terms of existing debts by either rescheduling or refinancing arises. In such instances, the practice is to go through the whole process as if dealing with a new loan.  The renegotiations can arise when the borrower needs to:
a) Refinance;
b) Swap;
c) Reschedule; or
d) Buy back some of its instruments.
18) It is essential that the debtor undertakes the thorough financial analysis to be able to ascertain the benefits of any intended debt restructuring.  Renegotiations should attempt to explain the nature and the structure of transactions in simple and clear terms and provide basis for understanding the restructured debt. It has to attempt to eliminate future disputes and dispose of existing claims [known and unknown] against both parties.

e) Signing of the Agreements
19) After all stages of negotiations are completed and where the process is successful, Cabinet/Parliamentary approval is obtained for signing of the loan agreement by the EAD.  However, before signing the agreement, approval of the PS-I/PC-II [as the case may be] by the competent Forum i.e. CDWP/ECNEC may be confirmed.
f) Effectiveness of the Agreements
20) The loan/grant agreements become effective only after the debtor country has provided the legal opinion to the creditor. The opinion confirms that the laws, relevant statutes and due process of the debtor country have been followed in entering this commitment.
21) In terms of time, normally an agreement becomes effective within a period of 4 months from the signing date.  During this period the respective PSs get ensure that all the associated conditionalities like establishment of Project Management Unit, appointment of Project Director, etc. are completed for the smooth, successful and timely completion of the respective project.

22) To ensure that the database is complete, copies of loan/grant signed agreements must invariably be provided to, among others, R&S Wing, D.M. Wing, and the CC.
g) Grant Element [GE]
23) The concerned negotiating team and all the PSs must know the GE that is simply a mathematical assessment of the financial terms of a transaction or set of transactions. The percentage difference between face value and present value of the credit gives GE.  The present value of future debt service is arrived at using a discount rate that reflects commercial borrowing rate for the country. This would include Commercial Interest Reference Rate [CIRR] plus the country specific risk margin. Three factors determine the grant element: 
i) interest rate [per cent per annum]; 

ii) grace period, i.e. the interval from commitment date to the date of the first payment of amortization; and 

iii) maturity, i.e. the interval from commitment date to the date of the last payment of amortization. 

24) GE is calculated by the following formula:

[FACE VALUE OF LOAN - SUM OF PV REPAYMENTS] × 100                           [FACE VALUE OF LOAN]
25) GE measures the degree of concessionality of a credit vis-à-vis commercial borrowing and is the essential requirement to understanding and analysis of loan terms and its suitability or otherwise. GE helps identifying the most concessional source of finance among competing offers. For a country under IMF Poverty Reduction and Growth Facility program, a GE benchmark is often used to restrict government borrowing to highly concessional credits.

26) OECD uses a simplified system for calculating GE and classifying credits into Official Development Assistance [ODA] and Non-ODA categories. Credit by OECD countries is treated as ODA if it is used for development finance and the GE is at least 25 per cent using 10 per cent discount rate. All the PSs must know and acquire the necessary know-how and skill to understand and calculate the GE.
h) Disbursement

27) The resources available to a borrower as per the agreement are termed as commitments. Disbursement means actual inflow of such resources and could be in parts or a lump sum. There is generally a stipulated date [called terminal date] by which the commitments have to be disbursed and the time limit is called drawdown period.  At the end of the drawdown period, the undisbursed balances are cancelled unless the terminal date is extended. Sometimes, the commitment amount could also be enhanced. 
28) The purpose of setting a terminal date could be different. A commercial lender would like faster disbursements as costs are involved in keeping funds tied-up. A bank therefore would normally demand a commitment fee on the undisbursed balances to encourage faster utilization.  A multilateral/bilateral creditor would be interested in faster execution of a development project and may therefore charge commitment fee as a penalty for slow implementation.
29) Disbursement could be in cash, kind, deferred payment basis, reimbursement basis etc. The sum total of all individual disbursement adds up to gross disbursement during a period. The figure is set against total principal repayment to arrive at net disbursement, which is net inflow of principal due to loans/credits. The net inflow is negative/positive depending upon whether aggregate principal repayment is higher/lower than gross disbursement.
30) PSs are the focal point for obtaining data on actual disbursements, which is usually the most difficult information to capture. Disbursement advice is sent by DPs for each withdrawal or at periodic intervals, covering disbursements on a single or on several loans. These statements are normally the best source of information. In some instances difficulties arise when the DPs do not identify the disbursements on different loans separately.
31) If disbursements are made on a reimbursement basis, the SBP could capture the information at the time of the inward remittance. Difficulties may arise when the Bank is unable to identify loan disbursements on different loans separately or when the date of disbursement by the DPs [which is the date from which charges such as interest begins to accrue] differs from that of the inward remittance.
32) Where disbursements do not lead to the inflow of foreign exchange but to a physical import, following direct payment to the supplier by the DPs, it is not captured by the SBP and disbursement advice is the main source of information.
33) These are not readily available and respective PSs are required to follow up both with the EAs and the DPs. For collecting disbursement data, the cooperation of both the DPs and the EAs becomes extremely necessary.  PSs provide disbursement data thus collected [from the DPs & EAs] to the R&S Wing and CC for maintaining the database i.e., DMFAS.
i) Utilization Procedure 
34) After the agreement has been contracted, the responsibility for utilization of aid rests with the respective EAs. They take action for the implementation of Agreement and utilization of aid in collaboration with respective DPs. Authorization or clearance is given by DPs in this regard. After this, Project authorities/EAs proceed to open letter of credits [LCs], etc for procurement of equipment and supplies through normal banking channels, or to place orders for supplies/equipments where the DPs themselves undertake the responsibility for the shipment of the equipment/supplies to destination. Selection of candidates and participants for training abroad is finalized by them and request for Experts and Technicians also emanate from them.
35) The DPs might make the aid available either in cash or in kind. The cash aid is given either for utilization on procurement of services, equipment and supplies or for adjustment against expenditure already incurred from own resources as reimbursement. In such cases, the aid is received either in the form of cheques drawn in favour of Secretary, Ministry of Finance or authorization for cash transfer through banking channels to the SBP/NBP. The amount of the cheques or authorization is credited to the account of the Government of Pakistan. The cash is then placed at the disposal of EAs concerned through normal channel. If, however, the aid has been received as reimbursement, no transfer of cash to the EAs in respect of Federal Projects is made because the expenditure, for which reimbursement has been received, had already been incurred from funds provided by the Federal Government. Sometimes the amount of aid is made available to an Agent appointed to handle aid.  For example, in the case of UK the Crown Agents make all payments for services, supplies, etc., out of aid. The aid in kind takes the shape of machinery, equipment/supplies and services of experts/technicians, and also the training of candidates and participants. The disbursements for the supplies, equipment, services and training in such cases are made by donors themselves.

j) National Assembly / Senate Questions

36) Since PSs are the primary source of information on foreign aid they will, therefore, be responsible for accuracy of information/data in respect of countries/agencies dealt by them and will attempt the National Assembly and Senate questions relating to them.

37) Answer to the National Assembly and Senate questions should be prepared by each Wing/Section well ahead of due date for answer in coordination with the R&S Wing [Annex-A].

k) Review Meetings

38) PSs are required to and responsible for holding quarterly review meetings with the EAs on the basis of “Quarterly Status Report on Commitments and Disbursement of Foreign Economic Assistance [QSR]”, prepared by the R&S Wing / CC.  Review of aid utilizations vis-à-vis annual budget estimates/allocation of project assistance should specifically take place. The important points to note in such reviews will be:
a) The rate of disbursement of project assistance and the bottlenecks where these exist;
b) Monitor loan and grant utilization, covering both delays in the effectiveness of agreements and delays in disbursements; and 
c) Monitor on-lending

l) Pakistan Development Forum [PDF]
39) PSs are also responsible for arranging the annual meetings of the “the Pakistan Development Forum” which provides the DPs an opportunity to know about the Pakistan’s development priorities and its future strategic directions. At the PDF, normally the financial assistance pledges are not made by the DPs.

m) Joint Ministerial Commissions [JMCs]
40) There are a number of Joint Economic Commissions or Joint Ministerial Commissions. Some of them have been constituted under general economic and technical co-operation agreements, while others have come into existence under some specific agreements. The JMCs is the responsibility of and are being dealt by the respective PSs. Main objectives for setting up JMCs may be summarized as under:
a) Trade Facilitation;
b) Securing fresh aid/new investments;

c) Seeking new opportunities for technical cooperation;

d) Coordinating views on global economic issues; and
e) Participating in the economic activities and development oriented research programmes in each other’s territories. 
41) The JMCs must advance economic and technical cooperation. In this regard, special consideration should be given to the following:
a) The establishment of a JMC should be coordinated with the concerned Ministries/divisions;
b) Where an agreement provides for establishment of Joint Commission/Committee, it should be promptly constituted and activated;
c) Need based regular periodic meetings may be organised to promote cooperation and the practice of annual sessions may not be insisted upon;
d) Transaction of business should be done through subject matter working groups/sub-commission, but too many meetings may be avoided;
e) Before a meeting is scheduled, the agenda should be prepared carefully taking into consideration the requirements of all the stakeholders;
f) A memorandum setting out actions to be taken should follow a Joint Commission session and it should be sent to all concerned agencies;
g) Quarterly review of follow-up actions should be undertaken at the level of the Joint Secretary and report should be submitted to the Secretary/Additional Secretary; and
h) An annual calendar of activities should be prepared, maintained and monitored in individual PSs.
n) Summary

42) PSs are responsible for negotiations and signing of aid agreements with the rest of the world.  Once an agreement is signed, the concerned PS must invariably provide copies of the signed agreement to, among others, R&S Wing, Computer Centre and the D.M. Wing.
43) Each of the PSs is responsible for maintaining record of commitments, disbursements and terms, etc for each loan/grant with its breakdown by project and type of aid in respect of countries/agencies dealt by it and must keep the website up-loaded with latest information/data and pass on the same information to R&S Wing/Computer Centre/DM Wing, also [Annex-A1].
44) Since PSs are the primary source of information on foreign aid, therefore, they will be responsible for accuracy of information/data in respect of countries/agencies dealt by them and will attempt the National Assembly and Senate questions relating to them [Annex-A1].
45) Each of the PSs is responsible for maintaining record of disbursements in the light of the Finance Division’s O.M.No.F.2[4]-B.S/2000-1146 dated the       25th November, 2002 [Annex-A2].
46) The PSs are responsible for the preparation of briefs for CDWP, ECC, ECNEC, etc.  These briefs should be duly approved and signed by the respective Joint Secretaries.  The concerned Joint Secretaries/Additional Secretary will be responsible to ensure, after going through the Summaries for ECC/ECNEC, that the briefs are up-dated and contain all the requisite information [Annex-A3].
47) The project briefs for the CDWP/ECC/ECNEC should be prepared by the concerned PS in the light of approved standard format [Annex-A4];
48) The UN funded projects should be prepared/implemented in the light of UNDP Pakistan “PROJECT CYCLE OPERATIONS MANUAL”, available in the UN/China Wing.
49) Since PSs are the primary source of information on foreign aid [loans/grants], therefore, they will be responsible for maintaining actual as well as projected disbursement information/data of the respective FY on monthly basis and will provide the same to the R&S Wing by 29th of each month              [Annex-A10 & 11].
50) The PSs should follow strictly Guidelines prepared by the Planning Commission regarding implementation of the aided projects [Annex-A12]. 
51) The PSs must ensure to continue to get clearance of DPCO for all loan agreements at the draft stage as is being done with the Ministry of Finance and Ministry of Law.  These shall be routed to the DPCO after getting clearance from the Additional Secretary [Annex-A13].
PART 4:     Middle office 

The functions of middle office are analytical one that enables government to meet its financing needs and its debt service obligations at the lowest possible cost with a prudent degree of risk exposure. It has to provide policy advice on keeping external debt at sustainable level and warn a cautionary note when the borrowing threatens to breach sustainability levels.  The middle office is responsible for debt and risk management and undertakes portfolio analyses, prepares risk management strategy and borrowing scenarios, and compares the emerging debt indicators with agreed benchmarks. Middle Office function is the duty of “Debt Policy Coordination Office” which has been established in the Finance Division under the FRDLA, 2005.
a) Debt Policy Co-ordination Office [DPCO]
1) The Office shall:
a) work under the direct supervision of the Minister;
b) consist of three directors of whom two directors shall be from the private sector and one of the directors shall be designated as Director-General.

2) The directors of the Office shall be appointed, for a term of three years and shall be eligible for reappointment for a similar term. A director shall not be appointed for more than two terms;
3) A director of the Office, may be removed by the Federal Government from his office, if on an inquiry by the Federal Public Service Commission, 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;
4) The terms and conditions of service of the director of the Office shall be such as may be prescribed.

Functions of the Office
5) The Office shall perform such functions as are specified in sub-section [2] or as may be prescribed from time to time;
6) Without prejudice to the generality of the foregoing provision, the Office shall:
a) prepare a debt reduction path in consultation with the Federal Government to achieve the principles of sound fiscal and debt management;

b) monitor and evaluate external and domestic borrowing strategies and provide policy advice on an appropriate mix of external borrowing from all sources;

c) monitor the nominal and real costs of external and domestic borrowing and suggest ways to contain these costs;

d) analyze the foreign currency exposure of Pakistan's external debt, including foreign exchange obligations to residents and providing a framework for foreign exchange risk management;

e) provide consistent and authenticated information on public and external debt and Government guarantees including total guarantees outstanding;

f) prepare a debt policy statement on an annual basis on trends in public and external debt and implementing adopted debt reduction goals as well as suggesting adjustments in the Federal Government's overall debt strategy;
g) provide leadership on debt data questions and ensure compliance with agreed reporting requirements; and
h) maintain a centralized and updated electronic record, without prejudice to the specific responsibilities on the state Bank of Pakistan, Economic Affairs Division, Budget and External Finance Wings and Central Directorate of National Savings, of the public and external debts including updated balances and limits for the total public debt and guarantees.
PART 5:     Back office
2) The responsibility of the Back Office is to maintain a high quality database of the external debt i.e. a database that is complete, accurate, up-to-date and consistent. Back Office functions are the responsibility of and being performed by four different Wings, namely:
a) R&S Wing [responsible for the inflow of external resources];

b) DM Wing [responsible for the outflow of foreign debt];

c) Rescheduling Wing [which is basically part of the DM Wing and is responsible for rescheduling of the external debt when need arises]; and

d) Computer Centre or IT Centre [responsible for maintaining the database through DMFAS].
3) Wing-wise functions are explained in the following paragraphs.

a) Research & Statistics Wing [R&S Wing]
ORGANOGRAM

[image: image2]
4) There are four sections in the R&S Wing which are headed by Assistant Chief who is assisted by a Research Officer.
a) Reports Section ;

b) Disbursement Section ;

c) Budget Section; and

d) Coordination Section.
VII. Functions 

5) The functions of the R&S Wing are as under:

a) Collection, compilation and analysis of data, donor-wise and loan/grant-wise, pertaining to commitments and disbursements of foreign economic assistance [project aid, non-project aid, food aid, programme loans/budgetary grants, IDB-short term credits, earthquake assistance and Afghan Refugees relief assistance], recurrently in the form of “Quarterly Status Report [QSR] on Commitments and Disbursements”  for official use by the: 
i) Finance Division;

ii) Planning and Development Division;

iii) State Bank of Pakistan [SBP];

iv) Auditor General Pakistan Revenue [AGPR];

v) Economic Counselor, Embassy of Pakistan, USA;

vi) World Bank / International Monetary Fund [IMF], etc. and

vii) Internal use in EAD.

b) Review / analysis of  the QSR for internal use;

c) Supply of data / information to IMF Missions [as required under the Technical Memorandum of Understanding signed with the IMF], ADB and World Bank, etc.

d) Preparation of material pertaining to commitments and disbursements of foreign economic assistance for use in the:

i) Annual Budget Speech;
ii) Pakistan Economic Survey;

iii) Statistical Supplement;

iv) Year-Book of the Ministry of Information;

v) Year-Book of the EAD;

vi) Statistical Year-Book of the Statistics Division;

vii) Annual Report of the SBP;

viii) World Bank, IMF, ADB, etc. and

ix) National Assembly and Senate Questions.

e) Preparation of Budget Estimates [B/E] of disbursement of foreign economic assistance, on the basis of information received from aid utilizing agencies, for inclusion in the Public Sector Development Programme [PSDP] and Annual Budget documents and their finalization in the light of recommendations and decisions of the Priorities Committee Meetings [PCMs], Annual Plan Coordination Committee [APCC] Meeting and the National Economic Council [NEC].

f) Circulation of B/E, thus prepared/finalized, to all Sections of the EAD for the purpose of “Monitoring of Disbursement vis-à-vis B/E” during the year;

g) Preparation of disbursement projections of foreign economic assistance for the Development Plans and IMF Missions, etc. with reference to:
i) Balance of Payments [BOP] Financing; and

ii) ADP Financing.

h) Collection and compilation of data for the “Monthly Disbursement Report” regarding actual disbursement of foreign economic assistance, according to budgetary classification as well as for BOP financing.
i) Represents EAD in the: 

i) PSDP Review Meetings, conducted by the Planning Division;

ii) PCMs, conducted by the Finance Division to finalize PSDP;

iii) Foreign Exchange Control Committee Meetings, conducted by the Finance Division;

iv) APCC Meetings; and

v) IMF Missions, etc.

j) Miscellaneous assignments pertaining to Commitments and Disbursements of foreign economic assistance. 
VIII. Section-Wise Functions
6) The key functions being performed by each Section of the R&S Wing are discussed in the following paragraphs:
a. Reports Section

	Assistant Chief
[1]
	Research Officer
[1]
	Steno typist
[1]
	N. Qasid
[1]


7) The functions of Reports Section are:

a) Preparation of “Quarterly Status Report on Commitments and Disbursements of Foreign Economic Assistance”, containing very comprehensive information about the foreign aid, as indicated below:
	Name of Donor/Creditor

	Type of Aid:
	·  Loan; or
· Grant

	Project No.

	Name of Project / Programme

	Dates:
	· Signing; and 
· Closing

	Currency of Commitments [CC] or Base Currency

	Amount Committed:
	· In CC; and 
· In US $

	Purpose:
	· Project;

· Programme Loans / Budgetary Grants;

· Food;

· Earthquake Relief Assistance;

· Short Term Credits; and

· Afghan Refugees Relief Assistance

	Kind of Aid:
	· Project Aid; 
· Non-Project Aid; and

· Other Aid

	Economic Sectors of Project Aid

	Financing Source:
	· Bilateral; and  
· Multilateral

	Undisbursed Balance on the beginning of fiscal year:
	· In CC; and 
· In US $ 

	Disbursements during the period:
	· In CC; and 
· In US $ 

	Undisbursed Balance at the end of period:
	· In CC; and 
· In US $


b) Distribution of the Quarterly Status Report [QSR] to all the Users;

c) Provision of material / data [monthly, quarterly and annually] required by the different stakeholders and senior officers of the EAD for analysis and policy decisions. 
b. Disbursement Section

	Assistant Chief

[1]
	Research Officer

[1]
	Assistant

[1]
	Steno typist

[1]
	N. Qasid

[1]


8) The functions of Disbursement Section are as under:

a) Liaison with:

i) All desk officers of PSs for obtaining disbursement data of foreign economic assistance on the prescribed proforma [Annex-A5] and passing on the same to the Computer Centre [for use in the DMFAS] and the Debt Management Wing [DMW]; 
ii) Ministry of Petroleum and Natural Resources for obtaining commitments and disbursements date regarding short term credits from the IDB;

iii) States & Frontier Region Division for obtaining disbursement data regarding the Afghan Refugees Relief Assistance; and
iv) SBP, to obtain disbursement data of foreign economic assistance, as accounted for in Account No. I.

b) Circulation of “Provisional Disbursement Data” compiled and provided by the databank of the CC, to the PSs for its validation, and feeding the same to the CC for up-dating.

c) Maintenance of the record of disbursement data received from all sources.

d) Miscellaneous assignments relating to foreign economic assistance [commitments and disbursements].
c. Budget Section

	Assistant Chief

[1]
	Research Officer

[1]
	Steno typist

[1]
	N. Qasid

[1]


9) The functions of Budget Section are as under:
a) Preparation of donor-wise and executing agency-wise annual B/E and revised estimates [R/E] of disbursement of foreign economic assistance for inclusion in the Annual Development Plan/PSDP, BOP, and the Annual Budget documents regarding:

i) Federal Ministries / Divisions;

ii) Federal Corporations [WAPDA, NHA, OGDC];

iii) Provinces; and

iv) Non Plan or Out-side ADP Corporations.

b) Preparation of monthly disbursement data vis-à-vis B/E of foreign economic assistance during the year for reporting to and use by the Finance Division, Planning Division, SBP, AGPR and internal use in the EAD regarding:
i) ADP Financing; and

ii) BOP Financing.

c) Working out disbursement projections of foreign economic assistance regarding ADP financing, required by the Finance Division, Planning Division, SBP, IMF and internal use in the EAD.

d) Preparation of material for the PSDP review meetings, conducted by the Planning Division [project-wise, agency-wise and donor-wise actual disbursements vis-à-vis B/E of disbursement of project aid during the period under review]; 

e) Work pertaining to the PCMs, APCC & NEC, to finalise the PSDP; and

f) This Section represents the EAD in the:

i) PSDP Review Meetings;

ii) Priorities Committee Meetings [PCMs];

iii) Foreign Exchange Control Committee Meetings; and

iv) APCC and IMF Missions, etc. 
d. Co-ordination Section

	Assistant Chief

[1]
	Research Officer

[1]
	Assistant

[1]
	Steno typist

[1]
	N. Qasid

[1]


10) The functions of Co-ordination Section are:

a) Analysis of foreign economic assistance and maintenance of various types of aid statistics required for official use.

b) Preparation and coordination work relating to:

i) Short-term credits from IDB;

ii) Short-term Commercial Credits / Bonds [dealt by the Finance Division]; and

iii) Afghan Refugees Relief Assistance.

c) Preparation of Form-4 report of private non-guaranteed external loans maintained by the State Bank of Pakistan as well as overall coordination work relating to these reports and their supply to the World Bank as per the requirement of Debtor Reporting System.

d) Preparation and coordination of data / information relating to commitments and disbursements of foreign economic assistance for the:

i) Annual Budget Speech;

ii) Pakistan Economic Survey;

iii) Statistical Supplement;

iv) Year-Book of the Ministry of Information;

v) Year-Book of the EAD;

vi) Statistical Year-Book of the Statistics Division;

vii) Annual Report of the SBP;

viii) World Bank, IMF, ADB, etc. and

ix) National Assembly and Senate Questions.

e) Working out disbursement projections of foreign economic assistance for BOP financing, required by the Finance Division, Planning Division, SBP, IMF and internal use in the EAD;

f) Preparation / coordination of monthly disbursement data for BOP Financing for use by the Finance Division, Planning Division, SBP, AGPR and for internal use; and

g) This Section represents the EAD in the:

i) Foreign Exchange Control Committee Meetings; and

ii) IMF Missions, etc.
IX. Working Procedure & Methodology

a. Monthly Disbursement Report
11) Monthly disbursement report is prepared as under:

a) R&S Wing has to prepare monthly disbursement position of foreign economic assistance [loans and grants], to be reported to Finance Division, Planning Division, SBP, AGPR and other stakeholders during the last week of every month with reference to ADP Financing and BOP Financing vis-à-vis B/E for the period;
b) AC-Disbursement writes to all the PSs of the EAD for provision of date-wise disbursement data of foreign economic assistance, in Base Currency, during the first week of every month.  The information is required to be provided on the approved prescribed proforma [Annex-A5];
c) AC-Disbursement also writes to M/O Petroleum, States & Frontier Regions Division [SAFRON], World Food Programme [WFP] and Finance Division for the provision of disbursement data in respect of IDB Short-term Credits, Relief Assistance for Afghan Refugees, WFP’s development assistance and Commercial Credits/Bonds, respectively;
d) The PSs send letters to all the DPs for obtaining the disbursement data and provide the same to AC-Disbursements; 
e) The disbursement data, thus obtained, is passed on to the CC before the 20th of every month, where data is incorporated into the DMFAS;
f) The CC downloads the disbursement data pertaining to the World Bank and ADB from their webs and adjusts the DMFAS data, accordingly;
g) The CC provides provisional disbursement data, thus compiled, in Excel format to the AC-Budget by 20th of every month;
h) AC-Budget carries out necessary exercise and converts this raw data into prescribed statements i.e. disbursement of external resources for the ADP Financing and BOP Financing, which are then supplied to all the stakeholders, mentioned above, during the last week of the concerned month.

b. Quarterly Status Report [QSR]
12) The QSR is prepared as per the following procedure:

a) R&S Wing has to prepare “Quarterly Status Report on Commitments & Disbursements of Foreign Economic Assistance”.  The QSR is being prepared regularly with a time lag of about 8-10 weeks, in order to capture complete, correct and updated position of the commitments and disbursements of foreign economic assistance during the quarter concerned.
b) Besides the process mentioned above, the AC-Disbursement writes to all the PSs of the EAD, the Autonomous Bodies like WAPDA, M/O Petroleum, SAFRON, WFP and Finance Division for the provision of disbursement data specifically for use in the QSR, at the end of each quarter.
c) The data collected is passed on to the CC for inclusion into the DMFAS;
d) AC-Reports Section ensures that complete data for the respective quarter stands entered into the DMFAS.  He then gets data output in Excel format from the DMFAS, carries out necessary exercise and converts the raw data into QSR which is the basic document about commitments and disbursements of foreign economic assistance and contains fairly comprehensive information, as stand explained above;
e) After finalization, AC-Reports circulates the QSR to all the stakeholders [Finance Division, Planning Division, SBP, AGPR, World Bank, Economic Counselor, Embassy of Pakistan, USA, etc];
f) Within a week, after the issue of the QSR, AC-Reports also carries out a “Review of the Status Reports” for the information of the Minister of State [MOS], Secretary  and other Senior Officers in the EAD;  

c. Verification / Up-dating of the Disbursement Data
13) The disbursement data is verified / updated as per the following procedure:

a) AC-D provides hard and soft copies of the “Monthly Disbursement Reports” to all the PSs, who are required to vet the data [Annex-A1, A-10 & A-11];
b) The PSs intimate changes, if any, to the AC-D who provides the same to the CC, thereby up-dating data of the DMFAS;
c) AC-R provides copies of the QSR [and also through EAD-bkpserver] to PSs for verification of data on commitments and disbursements of foreign economic assistance reflected in the QSR;
d) Changes/up-dated commitments and disbursement data, if any, are intimated by the PSs to AC-R which are passed on to the CC for updating the DMFAS, thereby keeping the EAD’s databank up-dated.
e) On receipt of the disbursement data by the R&S Wing, DM Wing and CC directly from the donors, PSs, EAs, NBP and SBP, etc, the information will be promptly passed on to other non receiving ends i.e. R&S, DM or CC, respectively [Annex-A6];
f) DM Wing will reconcile their disbursement data with that of the CC [DMFAS], being provided to them in the shape of “Monthly Disbursement Reports” and the “Quarterly Status Reports” to keep the DMFAS updated [Annex-A6].
d. Preparation of Disbursement Budget Estimates
i- Project Aid

14) R&S Wing has to prepare B/E of disbursement of foreign economic assistance in Pak Rupees and in US dollars, as per the following procedure:
a) Assistant Chief-Budget [AC-B] updates the whole budget document, R/E and B/E of foreign economic assistance” in the light of QSR for the period July-June of the preceding fiscal year [FY].

b) R&S Wing receives copy of “Budget Call Circular” from the Finance Division for the preparation of R/E of disbursement of foreign economic assistance for the current FY and B/E of disbursement of foreign economic assistance for the next FY, in the mid October, every year;

c) The “Budget Call Circular” contains time schedule for the preparation of R/E and B/E that has to be followed.  The time schedule is as under:
i) 1st Preliminary Estimates by the 10th December;

ii) 2nd Preliminary Estimates by  the 10th February; and

iii) Final Estimates together with Explanatory Memorandum thereon by the 15th March.
d) AC-B sends a letter, around 20th October every year, to all the EAs [Federal Ministries/Divisions, Autonomous Bodies, Provincial Governments and non-plan Entities], asking therein for the provision of project-wise R/E for the current FY and B/E for the next FY in respect of disbursement of “Project Aid” by the end of November on a prescribed proforma [Annex-A7];
e) The EAs are required to provide these estimates, on the prescribed proforma, in the Base Currency [currency in which amount of loan/grant is committed] as well as in equivalent Pak Rupees;

f) The data of Budget Returns [BR], thus received from the EAs, is analyzed and incorporated in the budget document; 

g) The data supplied by the EAs is verified with the data of the QSR;

h) If some project with identified donor is mentioned in the BR and is not found in the QSR, then the concerned PS is consulted and action is taken as advised by it;

i) If some project without identified donor is mentioned in the BR, then the concerned EA is consulted, issue analysed and action is taken accordingly;

j) During the first week of December, AC-B writes to Budget Wing of Finance Division for the provision of Exchange Parity Rate [Pak  Rupee per US $] to be used for R/E and B/E for the conversion of Rupee figures into US $ and vice-versa;

k) During the first week of December, AC-B gives reminders to all those EAs, who have not supplied their BR, and keeps the track till the receipt of BR from all the EAs;

l) During December, overall projected figures of R/E for the current FY and B/E for the next FY are supplied to Finance Division and Planning Division to determine the estimated level of PSDP for the next FY;

m) During February, about one month before the start of PCMs, AC-B writes to all the PSs for the provision of information, on the prescribed Proforma [Annex-A8], about the loans/grants signed during July-January, likely to be signed during February-June of the current FY and likely to be signed during the next FY;

n) Thus, the budget document is finalized for use in the PCMs.  Deputy Chief/AC-B attends and represents the EAD in the PCMs;

o) Projects of Federal Ministries/Divisions and Autonomous Corporations, like NHA are discussed in the PCMs, chaired by the Additional Secretary-Budget, Finance Division, on the basis of working papers prepared by the concerned Technical Sections of the Planning Division;

p) Aid availability, if a project is aided one, is confirmed on the basis of BD prepared by the AC-B for the purpose;

q) If a dispute arises, due to any reason regarding the aid availability of the project with any of the EAs, the matter is referred back to the concerned PS of the EAD and matter is resolved, accordingly;

r) Neither EAs are informed in the PCMs about the budget allocations nor minutes of the PCMs are issued;

s) At the conclusion of the PCMs, consultation is made among the Finance Division, Planning Division and EAD about project-wise B/E for the next fiscal year;

t) Finance Division intimates the agreed figures of B/E, as recommended by the PCMs, to all the stakeholders, including EAD;

u) AC-B incorporates the recommended B/E in its BD and informs the Seniors, accordingly;

ii- Meeting with Provinces

15) As already explained, aided projects of the provinces are not discussed in the PCMs.  On receipt of the budget returns of all the four provinces, AC-B carries out necessary analysis and prepares a working paper for the consideration of the Secretary/Additional Secretary, EAD.  The Secretary / Additional Secretary gives a suitable date for a meeting with the provinces before the conclusion of the PCMs in order to finalize the R/E and B/E of the provincial projects.  Copies of the working paper are then circulated to all the Policy Sections.  The meeting, Chaired by the Additional Secretary, EAD is held in the Committee Room of the EAD and is also attended by all the concerned Joint Secretaries and Deputy Secretaries of the EAD.  Project-wise in-depth discussion takes place and B/E for the next FY are finalised.  The project-wise figures agreed upon  and approved in the meeting are then conveyed to the Finance Division and the Planning Division for inclusion in the annual budget documents and the PSDP, respectively;

iii- Meeting with WAPDA-Power & NHA
16) Project-wise discussion of the projects of WAPDA-Power and NHA does not take place in the PCMs.  On receipt of the Budget returns of WAPDA-Power and NHA, AC-B carries out necessary analysis and prepares a working paper for the consideration of the Secretary/Additional Secretary, EAD.  The Secretary / Additional Secretary gives a suitable date for meeting with the WAPDA and NHA, before the conclusion of the PCMs, in order to finalize the R/E and B/E.  Copies of the working paper are then circulated to all the Policy Sections. The meeting, Chaired by the Additional Secretary, EAD is held in the Committee Room of the EAD and is also attended by all the concerned Joint Secretaries and Deputy Secretaries of the EAD.  Project-wise in-depth discussion takes place and B/E for the next FY are finalised.  The project-wise figures agreed upon and approved in the meeting are then conveyed to the Finance Division and the Planning Division for inclusion in the annual budget documents and the PSDP, respectively; 
a) Planning Division prepares working paper, based on the recommendations of the PCMs [for projects of Federal Ministries/Divisions] and as recommended by the EAD [for projects of the Provinces and WAPDA-Power], for the consideration of the APCC, Chaired by the Deputy Chairman, Planning Commission;
b) AC-B prepares necessary brief of the working paper of the Planning Division for the Secretary, EAD, who attends the APCC Meeting, normally during mid May every year;
c) The APCC gives its recommendations to the NEC;
d) Planning Division prepares working paper, based on the recommendations of the APCC, for the consideration of the NEC, Chaired by the Prime Minister;
e) AC-B gets the final figures, as approved by the NEC, consolidates and provides the final B/E of disbursement of project aid to the Finance Division and the Planning Division for inclusion in the Annual Budget Documents and the PSDP;
f) AC-B provides project-wise information regarding R/E for the current FY and B/E for the next FY to the Director-Accounts, DM Wing, for filling the New Item Statement [NIS], required by the Finance Division;
g) AC-B also provides project-wise information regarding R/E for the current FY and B/E for the next FY to the Provinces soon after the announcement of the annual federal budget.

iv- Non-Project Aid:

17) Assistant Chief-Coordination [AC-C] writes to all the PSs for the provision of donor-wise and programme/project-wise R/E for the current FY and proposed B/E for the next FY in respect of the following:
i) Programme loans and budgetary support [grants];

ii) IDB short-term credits;

iii) Earthquake Relief Assistance; 

iv) Afghan Refugees Relief Assistance; and

v) Food aid.

18) AC-C writes to the Finance Division for the provision of R/E for the current FY and B/E for the next FY in respect of Short-term Commercial Credits and Bonds.

v-            Non Plan Portfolio

19) Projects of Non-Plan Portfolio like Industrial Development Bank of Pakistan [IDBP], Agha Khan Foundation, Karachi Electric Supply Corporation [KESC], etc, are also not considered and discussed in the PCMs.  R/E for the current FY and B/E for the next FY, as provided by the respective EAs in their budget returns are checked and finalized in the light of data of the QSR and as advised by the concerned PSs.  

vi- BOP Financing

20) BOP Financing includes the following:
a) Project Aid [comprising of]:
i) As approved by the NEC;  and
ii) The Non-Plan Portfolio.

b) Non-Project Aid [comprising of]:

i) Programme loans and budgetary grants;

ii) IDB short-term credits;

iii) Earthquake Relief Assistance; 

iv) Afghan Refugees Relief Assistance; 

v) Food aid; and

vi) Commercial Credits/Bonds.

21) All the above combined [a + b] sums up to “BOP Financing”.  R/E for the current FY and B/E for the next FY are thus prepared, finalised and provided to the Finance Division, Planning Division and the SBP for inclusion in the BOP. 

vii- ADP Financing

22) ADP Financing includes the following:
a) Project Aid, as approved by the NEC;  and
b) Non-Project Aid [comprising of]:
i) Programme loans and budgetary grants;

ii) IDB short-term credits;

iii) Earthquake Relief Assistance; 

iv) Afghan Refugees Relief Assistance; 

v) Food aid; and

vi) Commercial Credits/Bonds.

23) All the above combined [a + b] sums up to “ADP Financing”.  R/E for the current FY and B/E for the next FY are thus prepared, finalised and provided to the Finance Division, Planning Division, AGPR and the SBP. 

viii- Preparation / Finalization of R/E

24) R/E of project aid for the current FY are firmed up in the light of:
a) Budget returns received from the aid utilizing agencies;

b) Working papers prepared by the concerned Technical Sections of the Planning Division and considered in the PCMs;

c) Mutual discussions with the representatives of the respective executing agencies during the PCMs;

d) Meetings held in the EAD with the Provinces and WAPDA-Power; and 

e) Trend of actual disbursements witnessed in the “Monthly Disbursement Report” for the month of April.
25)  R/E of the non-project aid for the current FY are firmed up in the light of:
a) data as given by the concerned PSs; and
b) Trend of actual disbursements witnessed in the “Monthly Disbursement Report” for the month of April.

ix- Projections of Disbursement Estimates

26) R&S Wing is required to make disbursement projections for use by the Planning Division [in the development plans], Finance Division and SBP [in the BOP], IMF [BOP projections] and internal use.  Disbursement projections are made keeping in view:
a)  the aid in pipeline i.e. undisbursed balance as at the beginning of the current FY; and
b) the estimated fresh commitments of aid likely to be signed during the period;
27) Disbursement projections of the project aid are carried out as explained below:
a) Pipeline Disbursement Projections
i) The aid in pipeline i.e. undisbursed balance at the beginning of the FY is assumed to be disbursed over a period of 6 years as per disbursement profile given below:
	Period
	Assumption

	1st year
	B/E or 22% of the total pipeline

	2nd year
	29% of the balance

	3rd year
	35% of the balance

	4th year
	50% of the balance

	5th year
	75% of the balance

	6th year
	100% of the balance


b) Fresh Aid Disbursement Projections
i) Annual level of the likely commitments [fresh aid] of the project aid is determined in consultations with the concerned Policy Sections during the period under consideration.  The likely commitment level is assumed to be disbursed over a period of 7 years as per disbursement profile given below:

	Period
	Assumption

	1st year
	03% of the total 

	2nd year
	10% of the total 

	3rd year
	20% of the total 

	4th year
	25% of the total 

	5th year
	30% of the total 

	6th year
	08% of the total 

	7th year
	04% of the total 


28) Disbursement projections of the non-project aid [i.e. programme loans / budgetary grants, food aid, IDB–short term credits, earthquake relief assistance, Afghan Refugees relief assistance] is carried out as advised by the concerned PSs;

29) Disbursement projections of commercial credits/bonds are made as advised by the Finance Division.
x- Data for the IMF

30) R&S Wing is required to prepare set of data required by the IMF.  The data is to be prepared according to the budgetary classification as well as BOP Financing.  AC-C compiles the data required by the IMF.  It consists of the following:
a) Donor-wise and Quarter-wise actual disbursements vis-à-vis B/E of the foreign economic assistance during the previous FY.  AC-C prepares this information with the help of AC-B and by consulting the QSR for the last FY;
b) Annual B/E of the current FY and its quarterly outcome [Quarter-wise actual as well as projected disbursements] of the foreign economic assistance for the BOP Financing.  AC-C prepares this information with the help of concerned PSs and by consulting the latest available QSR for the current FY.
c) Annual B/E of the current FY and its quarterly outcome [Quarter-wise actual as well as projected disbursements] of the foreign economic assistance for the ADP Financing.  AC-B prepares this information with the help of AC-C and by consulting the latest available QSR for the current FY.
d) Annual/Quarter-wise projected disbursements of the foreign economic assistance for the BOP financing during the next FY.  AC-C prepares this information by using the methodology as stand explained above.
e) Annual/Quarter-wise projected disbursements of the foreign economic assistance for the ADP financing during the next FY.  AC-B prepares this information by using the methodology as stand explained above.
f) Stock position of the IDB-short term credits.  AC-C compiles this information with the help of the CC and the Finance Division;
g) Project by project information of the non-concessional loans signed by the EAD.  AC-C compiles this information with the help of concerned Policy Sections of the EAD.
h) Debt Stock position of foreign loans.  AC-C obtains the information from the CC through the DMFAS;
i) Debt-servicing of foreign loans.  Actual debt-servicing vis-à-vis B/E is provided by the D.M. Wing, while projections of debt-servicing are provided by the CC through the DMFAS.
j) Complete set of data [1 through 9] is provided to the Finance Division for use by the IMF.  Besides, a copy of the complete set is also provided to the Minister of State, Secretary, Additional Secretary and the concerned Joint Secretaries of the EAD.

xi-  National Assembly / Senate Questions

31) Since Policy Wings/Sections are the primary source of information on foreign aid they will, therefore, be responsible for accuracy of information/data in respect of countries/agencies dealt by them and will attempt the National Assembly and Senate questions relating to them.

32) Answer to the National Assembly and Senate questions should be prepared by each Wing/Section well ahead of due date for answer in coordination with the R&S Wing [Annex-A1].

Debt Management Wing  [DMW]:

Under the Rules of Business, one of the functions of the EAD is:

“External debt management, including authorization of remittances for all external debt service, compilation and accounting and analysis of economic assistance from all foreign governments and organizations”.

2. This function is the responsibility of and is being performed by the DMW, comprising four Directorates which have, for smooth and efficient working, many sub-sections.

Organogram   
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X. Functions
3. The functions of DMW are briefly explained below:

a. authorization of remittances to creditors pertaining to central and direct loans;

b. policy regarding re-lending terms of foreign loans and credits which require analytical review of the lending rates within the country on commercial borrowings and also those prevailing in the international market;

c. prompt realization of recoveries of foreign loans from Provincial Governments, Autonomous Bodies, Financial Institutions and Private Sector;

d. maintenance of departmental accounts of foreign economic assistance reflected in the Federal Government Budget in the currency of the lending country [in case of the World Bank, ADB and IDA financing in multiple currencies] with computations in US dollars as well as in Pak rupees ;

e. maintenance of proforma accounts of guaranteed loans and reporting thereof;

f. compilation of statistical data, analytical review of the terms and conditions of the aid with a view to evaluate the grant element and impact of borrowings on overall debt servicing capacity of the country ;

g. determining the debt servicing burden of the country;

h. negotiations for debt relief/rescheduling with creditor countries, drafting the text of the Agreement in consultation with the Law Division and Ministry of Finance [External Finance Wing] ;

i. preparing material concerning debt servicing liability for use in the Finance Minister Budget speech, SBP [for BOP], Finance Division [for Economic Survey, IMF and World Bank Missions] and other stakeholders; 

4. To perform the above mentioned functions, the DMW has been divided into four different Directorates, namely:

i. Coordination and Budget [C&B];

ii. Payments;

iii. Accounts; and

iv. Rescheduling.

5. Each Directorate is headed by a Director of Accounts [BPS-18] under the supervision of a Deputy Secretary / Deputy Chief, while the Rescheduling is headed by a Deputy Chief.  Functions and working procedures of the Directorates are explained in the following paragraphs.
XI. Section-Wise Functions
a. Coordination & Budget Directorate:

	Particulars
	No. of

 Posts

	Director-C&B
	Steno Typist

Naib Qasid
	1

1

	C&B Section
	Accounts Officer
	Superintendent

Assistants

UDC

LDC
	1

3

1

1

	Recovery–I Section
	Accounts Officer
	Superintendent

Assistants

UDC

LDC

Naib Qasid
	1

2

2

1

1

	Recovery–II Section
	Accounts Officer
	Statistical Assistant

Assistants

UDC

Naib Qasid
	1

2

1

1

	Guarantee Fee Section
	
	UDC

LDC

Naib Qasid
	2

1

1


6. The C&B Directorate has four sections, namely C&B, Recovery-I, Recovery-II and Guarantee Fee.  Section-wise functions are as under:

(i) C & B Section
7. The functions of the C&B Section are as under:

a. Preparation of the estimates of debt servicing of foreign loans and credits borne on Federal Government Budget;

b. Consolidation of monthly expenditure of principal repayments, interest payments, etc., and review progress of expenditure against budgetary appropriation and its reconciliation with the AGPR;

c. Appropriation cases concerning demands relating to debt servicing of foreign loans and preparation of brief for PAC meetings;

d. Preparation of estimates and operation of foreign exchange allocations for debt servicing and its reconciliation with SBP, Karachi [Statistics Department];

e. Preparation/Consolidation of material on external debt of the Federal Government for incorporation in budget publication “Public Finance Statistics”;

f. Compilation of data on external debt-servicing for use by the SBP, Finance Division, Planning Division, World Bank, ADB, IMF and related international organizations, etc;

g. Coordination with the Payments Directorate for the actual debt-servicing;

h. Collection of data for incorporation in the foreign exchange budget in respect of IMF facilities, Short Term borrowings etc. from Finance Division [External Finance];

i. Preparation of Survey Ownership Report in respect of Central Loans for submission to SBP;

j. Preparation of yearly, monthly and date wise budget forecast in rupee and dollar;

k. Consolidation of monthly actuals of debt-servicing and keep a watch on progress of expenditure against budget allocation through maintenance budget control register;

l. Reconciliation of actual debt-servicing with AGPR and SBP;  

m. Accounting procedures of foreign loans & credits; and

n. preparing material concerning debt servicing liability for use in the Finance Minister Budget speech, SBP [for BOP], Finance Division [for Economic Survey, IMF and World Bank Missions] and other stakeholders; 

(ii) Recovery & Guarantee Fee Sections

8. The functions of the Recovery & Guarantee Fee Sections are as under:

a. Monitoring of the recovery of foreign relent loans extended to:

i. Provincial governments;

ii. Local Bodies;

iii. Financial Institutions;

iv. Non-Financial Institutions; and 

v. Privatized Units;

b. Recovery of Exchange Risk Fee;

c. Recovery of Guarantee Fee on the loans guaranteed by the Government of Pakistan;

d. Preparation of Receipt Budget/Estimates in respect of Relent Loans, Exchange Risk Fee and Guarantee fee;

e. Preparation of reports in respect of relent loans;

f. Confirmation of Balances in respect of relent loans;

g. Preparation of Recovery Schedules;

h. Periodical reconciliation of the accounts in respect of relent loans, exchange risk fee and guarantee fee with the borrowing agencies and AGPR;

i. Providing expert views/advice on the terms and conditions of foreign relent loans;

j. Cases of publicly and private guaranteed loans rescheduled under Paris Club Arrangements;

k. Cases regarding rescheduling of foreign relent loans requiring approval of ECC of the Cabinet;

l. Maintenance of Recovery Register and other related record;

m. Maintenance of sub-loan accounts in respect of foreign loans and credits contracted by   the Federal Government and relent to the Provincial governments, Autonomous bodies and Private Sector/Agencies on the basis of the re-lending terms applicable to each allocation; and
n. Investigation and reporting of default cases to the Finance Division [Government Adjuster].
i- Working Procedure

9. The working procedure of the C&B Directorate is explained below.

A:
Coordination & Budget Section
10. The EAD is required to furnish to the Finance Division [Budget Wing and External Finance Wing] annually estimates of receipt and expenditure on account of external assistance [foreign aid received as grant and foreign loans and credits repayable to the lenders].  These estimates are of two types:

a. Estimates for Rupee Budget; and 

b. Estimates for foreign exchange budget.

11. The estimates and material required to be provided to the Finance Division by the C&B  Section consists of the following :

a. Estimates of debt servicing of foreign loans and credits borne on Federal Government Budget [Rupee Budget];

b. Estimates of debt servicing payable in foreign exchange with respect to foreign loans and credits contracted by the Federal Government and those directly contracted by the Autonomous Bodies, Credit Agencies/Industrial concerns and private sector agencies on the guarantee of the Federal Government for Foreign Exchange Budget; and

c. Public Finance Statistics [Budget in Brief].

ii- Schedule of Estimates

12. The following time-schedule has been fixed by the Finance Division for submission of estimates of debt servicing of foreign loans and credits [the dates noted against each] for incorporation in the Federal Government Budget:

a. 1st Preliminary Estimates on the 10th December;

b. 2nd Preliminary Estimates on the 10th February; and

c. Final Estimates together with Explanatory Memorandum thereon by the 15th March.

13. To adhere to the above time schedule, the work is taken up in early October each year and the Budget Assistant in C&B Section opens a new file according to Secretariat Instructions as soon as the Budget Call Circular letter indicating the time schedule prescribed for the submission of 1st /2nd Preliminary and Final Estimates is received from the Finance Division. 

14. The following procedure indicating the checks to be applied for the accurate forecast of the estimates and the degree of responsibility for the correct formulation/finalization of Budget Estimates have been prescribed.

Estimates of Debt servicing of foreign loans and credits borne on Federal Government Budget [Rupee Budget]

15. On the basis of information available in EAD regarding the debt disbursed and outstanding, disbursements estimated by R&S Wing against pipeline of loans already contracted or those expected to be contracted, terms and conditions applicable to each loan/credit as embodied in the respective loan agreements, C&B Section is required to compile the following estimates:

a. Estimates of gross service payments [Principal, Interest, Commitment Charges, etc.] due on foreign loans and credits already contracted by the Federal Government;

b. Estimates of debt servicing due on fresh loans under negotiations or expected to be negotiated against new pledges as projected by R&S Wing of Economic Affairs Division; and

c. Estimates of debt service payments due on rescheduled debt as also the moratorium interest payable under the Consolidation/ Rescheduling Agreement.

16. For the preparation of debt servicing estimates, the loans can be classified into the following three categories:

a. Fully disbursed loans;

b. On-going loans; and

c. Fresh Loans / Loans under negotiation.

a.
Fully Disbursed Loans

17. The preparation of estimates of debt servicing of foreign loans and credits which stand fully disbursed requires the application of following checks by the Budget Assistant:

a. The amount of principal repayment as embodied in the amortization schedule of the respective Contract/Agreement will be converted into rupees at the exchange parity rate provided by the Finance Division and incorporated in respective columns of the statement;

b. The amount of interest payable for each period will be worked out on debt disbursed and outstanding for actual number of days at interest rate given in the agreement on the basis of 360 or 365 days factor as the case may be, converted into rupees at the exchange parity rate and incorporated in the statement; and

c. The amounts of commission, insurance and miscellaneous charges, if any, payable under the Contract/Agreement will be determined and added to the interest amount by converting into rupees at the exchange parity rate.

b.
On-going loans

18. The preparation of estimates of debt servicing for foreign loans and credits which have not been fully disbursed and are under process of disbursements requires the application of following checks:

a. The amount of principal repayment as embodied in the amortization schedule of the respective Contract/Agreement will be converted into rupees at the parity exchange rate and incorporated in respective column of the statement;

b. The interest will be calculated for the actual number of days involved in each period on the basis of 360 or 365 days factor as the case may be at interest rate given in the respective agreement on the following amounts:

i. Debt outstanding as of the preceding period;

ii. Add 50% of expected disbursements projected by R&S Wing; and

iii. Deduct 50%amount of principal repayment installment.

c. Similarly the amount of commitment charges, if any, will be calculated for the actual number of days on un-disbursed amounts of loan at the rate given in the Agreement. The amount of interest/commitment charges calculated for 6/12 months will be converted into rupees at the parity exchange rate and adopted in respective column.

d. The above estimates will be prepared not only for loans payable in foreign exchange but also for loans payable by the Federal Government in local currency.

c.
Fresh Loans / Under Negotiations

19. R&S Wing prepares the disbursement estimates of foreign economic assistance separately for loans already contracted and those under negotiations. Based on the anticipated disbursements as projected by R&S Wing, debt servicing estimates are prepared for loans already contracted by applying the terms and conditions embodied in each loan/credit agreement and included in the statement of debt service payments. The estimates of debt servicing of loans under negotiations are calculated as under:

a. Principal repayment due, if any, will be calculated on the basis of repayment terms embodied in the latest Agreement concluded with the country or on the basis of indication given by the creditor during negotiations;

b. Interest payment will be calculated on half the amount of projected disbursements shown in the estimates of R&S Wing for one year on the latest rate of interest adopted in agreement already concluded with that country with which the negotiations are under way. Similarly the commitment charges, if any, will be calculated on half the amount of undisbursed balance for one year; and

c. A separate statement wherein the estimates of debt servicing of loans “Under Negotiations” included will be compiled and usual checks exercised by all concerned as shown above. The requisite certificate will be recorded by the Budget Assistant, Superintendent and Branch Officer.

iii- Classification of Rupee Budget Estimates

20. Rupee budget is classified into three categories, namely:

a. Foreign Loans Repayment;

b. Repayment of Short Terms Foreign Credits; and

c. Servicing of Foreign Debt.

a.
Foreign Loans Repayment [FLR]

21. The main points are summarised below:

a. It contains the figures of Principal amount payable against Medium and Long Term Loans during the financial year;

b. It is prepared on the basis of loan wise amortization schedule i.e. the payments falling due during the respective FY;

c. It indicates country/agency-wise payable amounts in original currencies separately;

d. The original currencies are converted into Pak Rupee by using Exchange Parity Rate provided by the Finance Division;

e. The impact of Publicly Guaranteed Loans is reflected along with the figures of Central Loans in Foreign Exchange Budget; and

f. The budget is printed in Pak Rupee only.

b.
Repayment of Short Term Foreign Credit [RSTFC]

22. The main points are as under:

a. It contains the figures of the amount payable against Cash Commercial Loans and IDB Short Term Credits;

b. The figures for the Cash Commercial Loans are obtained from the Finance Division [EF Wing] while data of IDB Short Term credits is based on previous year’s disbursement.

c.
Servicing of Foreign Debt [SFD] 

23. The main points are summarised below:

a. It contains the figures of interest and commitment charges, etc both on Medium & Long Terms as well as Short Term Loans payable during the financial year; and

b. Other elements are the same as have been mentioned under the FLR.

iv- Exchange Risk Claim
24. This budget is compiled on the basis of figures obtained from the following:

a. Payment Directorate, EAD;

b. Recovery Section, EAD;

c. State Bank of Pakistan; and

d. Concerned Borrowing Agencies.

v- Foreign Exchange Budget [in US $]

25. After preparation of Rupee Budget, the Foreign Exchange budget is prepared wherein figures of both the Central as well as Publicly Guaranteed Loans are reflected.  The figures of Rupee Budget in respect of central loans and the impact of guaranteed loans falling due in the respective FY are converted into US Dollars on the basis of exchange parity rate. These figures, thus arrived at, are communicated to the SBP for making arrangements of Foreign Exchange required for the debt servicing.

Classification of Creditors

26. The creditors are divided mainly into the following groups:

a. Paris Club Countries;

b. Non-Paris Club Countries;

c. Multilateral Creditors;

d. Development Fund; and

e. Others.

vi- Record Maintained:

27. The C&B Section maintains Budget Control Register, Summary Register, Budget Working Sheet and Reconciliation.

a. Budget Control Register: Two Budget Control Registers each for Central and Publicly Guaranteed Loans are maintained.  The register has 11 columns.  Left side of the register reflects the Number and date of the Authority, date of payment, Amount Authorized for payment both principal and interest in foreign exchange [loan currency] as well total.  Right side reflects the Number and date of the advice of payment issued by the SBP, amount in Pak Rupees and the last column is for remarks.   The register is closed on monthly basis.
b. Summary Register:  This register contains the month wise and progressive amount of loans paid during a financial year against each country.
c.  Budget Working Sheet: It is a comprehensive special proforma designed for working out the date wise installments of Principal and Interest due for R/E and B/E.  It has two parts.  First part is maintained for R/E and the second part for the Budget Estimates.  Each part reflects two payable installments both principal, interest along with total.  First column of the proforma contains brief particulars of loans viz Number of payment file, Name of borrower, Loan Number and date of agreement.  Month wise sheets are prepared which are consolidated in a summary for the whole year.   The amounts are shown in loan currencies which are converted in to Pak Rupees on the basis of parity rate after completion of the years account.  Working sheets are prepared for Central and Guaranteed loans separately.

d. Reconciliation 
i. The amount of loans paid in respect of Central Loans is reconciled with the AGPR in Pak Rupees on monthly basis.  The target date of reconciliation is 21st of each month but it is subject to the availability of the accounts provided by the AGPR.  The reconciliation statement of the reconciled figures is prepared which reflects both Audit and Departmental figures.  The variations, if any, are shown in a separate column along with reasons [Form DM-DC&B 16-18].
ii. The foreign exchange figures of expenditure are reconciled with the SBP on quarterly basis.
iii. The Exchange Risk Fund Account in which Exchange Risk Fee is deposited and differential claim is drawn is biannually reconciled with the SBP.
iv. In case of any variation or non-accounting of any transaction regarding deposits made by the borrowing agencies reconciliation is carried out with the respective agencies. 
e. Survey Ownership:
The Survey ownership is prepared in respect of Central Loans on six monthly basis for submission to the SBP.  It contains six columns.  The figures of outstanding loans amount are obtained from the Payment Directorate which are converted into US dollar at the exchange rate prevailing on the last date of the report [Form DM-DC&B -19].
B.

Recovery & Guarantee Fee Sections

28. For purposes of recoveries foreign loans and credits fall under the following two categories:
a. Foreign loans and credits contracted by the Federal Government and relent to the provincial governments, Autonomous Bodies / Corporations of the Federal Government, Industrial / Financial Institutions and Private Sector Agencies. These loans appear in the Federal Government Accounts. This category of loans has further been classified into the following four groups:

i. Foreign Loans for Departments of Federal Government for which Commercial Accounts are to be maintained;

ii. Foreign loans relent to Autonomous Bodies/Corporations of the Federal Government;

iii. Foreign Loans relent to Provincial governments; and

iv. Loans relent to Financial Institutions/Credit Agencies for on-lending to private sector.

b. Direct Loans contracted by the Autonomous Bodies/Corporation, Financial Institutions and private sector agencies but guaranteed by the Federal Government. These loans do not appear in Federal Government Accounts and only Guarantee Commission is charged by the Federal Government.

29. Recoveries of foreign loans and credits relent to the provincial governments, Autonomous Bodies/Corporations, Industrial/Financial Institutions and private sector agencies have considerable impact on ways and means position of the Government. In order to strengthen the ways and means position of the Federal Government it is essential that sanctions letters specifying the re-lending terms are issued immediately on allocation of funds and action for recoveries initiated well in time.

30. In order to exercise effective check and ensure timely recoveries of all foreign loans and credits contracted by the Federal Government and relent to the provincial governments, Autonomous Bodies/Corporations of the Federal, Industrial and Financial Institutions and the private sector agencies as also of Guarantee Fee/Commission, the following procedure has been prescribed indicating the degree of responsibilities for the correct processing of recovery cases.

vii- Register of Sanctions

31. A register will be maintained on each seat of Recovery Section to watch issue of sanction letters of re-lending terms against allocations of foreign loans and credits [Form D-9]. The procedure for maintenance of Register of Sanctions is as under:

a. On conclusion of a Credit/Loan Agreement with a creditor country or agency the concerned policy section would allocate funds available under the Agreement and forward a copy of allocation order along with a copy of the agreement to Debt Management Section;

b. The dealing Assistant of DM Section will, on receipt of the sanction letter for allocation of funds, endorse copy of the Loan Agreement or extracts thereof regulating recoveries along with letter of allocation to the Recovery Section;

c. The dealing Assistant of Recovery Section will, on receipt of Agreement/monthly returns from DM Section, record it in the Register of Sanctions to watch issue of sanction letters of re-lending terms;

d. The dealing Assistant will pursue the issue of re-lending terms with the Policy Section concerned;

e. The dealing Assistant will, on receipt of sanction letter from the policy section, enter it against the entry of the allocation order for which the sanction has been issued in the Register of Sanctions, open a new file according to the Secretariat Instructions and put up a note to the Sectional Superintendent/Branch Officer for filing the sanction letter; and

f. The Register of Sanctions will be reviewed monthly, report of outstanding sanctions prepared and reminders issued to respective PSs for issuing of re-lending terms where such sanctions had not been issued. 

viii- Schedule of Due Dates of Recovery

32. The Schedule of Due Dates of Recoveries is maintained in the proforma [Form D-10] in order to initiate cases of recoveries well in advance of due dates. The procedure for up-keep of Schedule of Due Dates of Recoveries is discussed below:

a. The Assistant will, on receipt of sanction letter, prepare the amortization schedule on the basis of re-lending terms embodied in the sanction letter and note full particulars of recoveries of principal, interest, commitment charges, etc., in the “Schedule of Due Dates of Recovery” due on each due date. The entries in the “Schedule of Due dates of Recoveries” will be attested by the Assistant In-charge/Superintendent/Branch Officer;

b. The dealing Assistant in the beginning of each month, reviews the “Schedule of Due Dates of Recovery” and prepares a list of cases wherein recovery of principal and interest etc. is becoming due during the month and puts up demand notices for the amounts recoverable from the borrowing agencies for inter-Governmental adjustment or crediting into treasury; and

c. A monthly report showing the number of cases due for recoveries, cases taken up and balance outstanding will be prepared and put up to Branch Officer through Sectional Superintendent.

ix- Maintenance of Subsidiary Loan Account Ledger

33. The dealing Assistant will keep account of sub-loans in a subsidiary Loan account Ledger in form D-11, in order to watch recoveries due form the sub-borrowers according to the re-lending terms. The procedure for upkeep of Subsidiary Loan Account Ledger is as under:

a. The dealing Assistant will, on receipt of disbursement advices or copies thereof from the Payment Sections or statement of accounts or any other relevant detail, note down in Subsidiary Loan Account Ledger the utilizations against each sub-allocation relent to sub-borrowers, in the currency / currencies of loans, and progressive picture worked out according to due dates of recoveries;

b. The demand of debt service charges recoverable will be calculated on the basis of loan account and re-lending terms. The details of debt disbursed and outstanding on last due date, disbursements during the period, number of days and rate of interest/commitment charges, etc. verified by the dealing Assistant and thereafter file transferred to the Statistical Assistant to calculate the amount recoverable as interest, commitment charges, etc. The amount of Principal recoverable will be taken from the amortization schedule based on re-lending terms. The amount recoverable will be claimed through a demand notice from the sub-borrowers at least a month before the due date for deposit indicating the heads of account to be credited;

c. The amount of recovery, when made from the sub-borrowers, will be posted in the Subsidiary Loan Account Ledger and balances of outstanding worked out; and

d. All entries in the Loan Account Ledger will be initialed by the Assistant and Sectional Superintendent in token of 100% check. Branch Officer will initial 50% entries after check.

x- Register of Recoveries


34. The dealing Assistant will keep a Register of Recoveries in Form D-12 to watch the deposit of recoveries advised to the agencies/AGPR for inter-Governmental adjustment. The procedure for up-keep of the Register of Recoveries is discussed below:

a. The dealing Assistant will note down all demands of principal, interest, commitment charges, etc. due from the sub-borrowers as per re-lending terms in the Register of Recoveries under attestation of Sectional Superintendent/Branch Officer;

b. The Register of Recoveries will be closed/reviewed monthly and reminders issued where no response is forthcoming;

c. The AGPR will also be reminded for inter-Governmental adjustment in respect of recoveries due from the Provincial governments;

d. The dealing Assistant will, on receipt of treasury receipts/inter-Governmental adjustment advices, verify the correctness of the amount specified in the treasury receipts/advice with reference to the demand;

e. The Statistical Assistant will check and verify the accuracy of the rupees equivalent with reference to the rate of exchange prevalent on the due date of recovery;

f. The dealing Assistant will then make the entry in the Register of Recoveries as well as Subsidiary Loan Account Ledger and put up to Branch Officer through Assistant-in-Charge / Superintendent for attestation;

g. The dealing Assistant will maintain a monthly report of recoveries due/advised during the month, those actually made and the balance outstanding. The balance outstanding will be carried over to the next month and progressive position of recoveries worked out in summary statement; and

h. The dealing Assistant will investigate and report the defaults in recoveries. The information will be prepared on quarterly basis for onward transmission to the Finance Division and all other agencies concerned.

Miscellaneous

35. The following miscellaneous work is also being performed by the Recovery Sections:

a. The dealing Assistant will be responsible to supply information/data relating to recoveries of foreign loans dealt with on his seat for supply to the respective stakeholders;

b. The dealing Assistant will be responsible to carry out periodical reconciliation of recoveries of principal repayment and interest payment etc. with the documentation furnished by the borrowing agencies and with the AGPR;

c. The dealing Assistant is responsible to prepare and check the actuals with estimates relating to recoveries in respect of loans and credits dealt with on his seat;

d. The dealing Assistant is responsible for preparation of the estimates of recoveries on the basis of amortization schedules of recoveries and data received from the sub-borrowers;

e. The dealing Assistant is also responsible to render necessary data for preparation of monthly arrear reports/returns etc. on due dates to the Assistant-in-Charge. The due dates in all such cases will be strictly observed;

f. Superintendent/Assistant In-charge should apply checks on each occasion to the extent of 100% of the checks applied by the dealing Assistant. He is also responsible to submit files, cases/data and returns to the Branch Officer after careful examination well in time; and

g. The Branch Officer will apply 50% checks on the working of recovery cases etc. and also verify that the checks prescribed have been duly observed by the dealing Assistant as well as Assistant In-charge / Superintendent.
Recoveries of Guarantee Fee due in respect of loans, guaranteed by the Government

36. The transactions pertaining to the loans extended by the lending countries / agencies directly to  Statutory Bodies/Corporations, Industrial / Financial Institutions and Private sector agencies on the guarantee of Federal Government do not pass through Government Accounts but EAD is required to maintain proforma accounts in respect of each such loans for purposes of foreign exchange budget and to ensure that the borrowers made repayment of principal, interest, etc. to the lending country/agency by due dates. The borrowers are required to obtain prior approval of EAD for release of foreign exchange in such cases.

37. In view of the guarantee extended by the Federal Government on these loans, 0.5% guarantee commission is charged on debt disbursed and outstanding from time to time. The charges levied by the Federal Government on these loans as guarantee commission will be credited to the Government Account;

38. The following procedure will be followed by the dealing Assistant for making recoveries of guarantee commission on foreign loans and credits directly contracted on the guarantee of the Federal Government:

a. The dealing Assistant will, on receipt of copy of Loan Agreement/Contract in respect of direct borrowings, take up the case with the respective policy section for issue of sanction letter regarding levy of guarantee fee where loan was contracted on the guarantee of the Federal Government;

b. The dealing Assistant will, on receipt of sanction letter regarding the levy of guarantee fee, scrutinize that it conforms to the provisions covered under the standard re-lending terms approved by the Government. He will point out the cases where there is departure from these terms and put up to the sectional Superintendent/Branch Officer for making a reference to the policy section for having relaxation of the standard terms with the approval of the ECC;

c. The dealing Assistant will maintain a schedule of due dates to watch recoveries of guarantee fee/commission. He will over-haul the register of due dates of recoveries monthly and initiate cases regarding the deposit of guarantee fee/commission by the parties concerned; and

d. The amount recoverable as a guarantee fee/commission and reference made to the party concerned for deposit will be noted down in the Register of Recoveries and necessary entries made therein on receipt of advice of deposit/treasury receipt.

39. Estimates of the recoveries due from provincial governments, autonomous bodies/corporations, financial institutions/credit agencies and private sector, on account of relent foreign loans and credits and guarantee fee etc., are obtained on a specimen proforma from the agencies concerned by the Recovery Section.  These estimates are checked by the concerned assistants in light of the record maintained in the Recovery/Guarantee Fee sections and re-lending terms.  After checking accuracy of the estimates, the same are compiled and submitted to the Accounts Officer for scrutiny before submission to the Secretary through Director Accounts [Budget] for approval.  On approval of the estimates, the same are forwarded to the Finance Division for taking in to the receipt budget.  Copies of the same are also furnished to the concerned agencies wherefrom the recoveries are to be effected for reconciliation.  In case of any variation or discrepancy, the same is rectified and the figures are taken in the Final Estimates and forwarded to the Finance Division.
b. Directorate of Payments 
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Functions
40. A good payment process is extremely important and vulnerable to severe risks including duplication, flawed and late payments which bring about heavy penal interest costs.  The Payment Directorate maintains a secure and an efficient payment and settlement system that ensures timely and accurate external debt servicing.  The creditors provide/requested to send demand notice to the DMW for any principal, interest or commitment fees, etc, well before the actual due date of the payment.  The demand notice is verified, in all material aspects, with record available in the DMW.  Having satisfied on the correctness of the demand notice as per the loan agreement and other relevant record, the Payment Directorate initiates the debt service process by generating debt service payment advice, at least 15 days before the due date, authorizing/requesting the SBP to effect payment.  The debt service payment advice specifies the principal repayment, interest payment and or commitment charges, etc in foreign currency or Pak Rupees, details of creditor bank account, due/value date, and the government account to be debited.  After effecting payment, the SBP confirms having affected the remittance to, among others, the DMW.  All the process is done within a time frame set for an efficient and reliable Payment system and avoiding late payments.

41. The Payment Directorate has three sub-sections, namely DMS-I, DMS-II and DMS-III.

a. DMS-I deals with debt servicing pertaining to Australia, Belgium, Denmark, France, Sweden, Spain, Saudi Arabia, Norway, OPEC Fund, Switzerland, Netherlands, Turk Exim-Bank, Libya, UAE and IDA;

b. DMS-II deals with debt servicing pertaining to  Austria, China, Czechoslovakia, Finland, Korea, Russia, Germany, Canada, Bahrain, USA, Japan, Kuwait, Italy, NORDIC Investment Bank & Fund, EIB, IDB, Short Term / Cash Commercial Loans, Sukkuk & Sovereign Bonds;

c. DMS-III deals with debt servicing pertaining to ADB, IBRD and IFAD

42. The functions of the Payment Directorate are discussed in the following paragraphs:

a. Maintenance of departmental accounts of Foreign Loans and Credits contracted by the Federal Government with the creditor countries/agencies in respect of disbursements, repayments, interest payments and other charges in the original currency, US Dollars and Pak-Rupees;

b. Issuing payment authorities, regarding above mentioned loans/credits, to the SBP;

c. Authorization of debt service payments against each credit/contract well in advance [at least 15 days] of due date for remittance to the creditor countries/agencies after proper check/verification from the records of disbursements and terms and conditions applicable on each credit. The check involves not only verification of the accuracy of the claim on the basis of accounts maintained in EAD but also processing of the claim for sanction at appropriate levels within the Ministry/Division and Finance Division [Budget Wing].

d. Maintenance of proforma accounts of guaranteed loans directly contracted by the Provincial Governments, Autonomous Bodies/Corporations and Private sector agencies;

e. Issuing authorities to the respective agencies releasing foreign exchange in favour of borrowers for remittances of debt service payments due under loans directly contracted by the agencies on due dates;

f. Monitoring progress of expenditure on debt servicing in foreign exchange regarding loans directly contracted by agencies and compilation of data on such loans/credits for supply to C&B Section for consolidation/coordination;

g. Preparation of monthly disbursement data of commodity loans and project-wise quarterly disbursement data against allocation out of foreign loans and credits contracted by the federal Government for supply to Coordination and Budget Section;

h. Compilation of country-wise data on debt disbursed, repaid and outstanding in respect of Federal Borrowings borne on the Federal Government Budget and also of loans directly contracted by agencies;

i. Maintenance of due dates register in respect of principal repayments, interest payments, commitment charges etc. of foreign loans;

j. Maintenance of Budget Control Register to watch progress of expenditure against budgetary allocations;

k. Matters/issues regarding accounting procedure of foreign loans and credits;

l. Supply of material on debt service payments of foreign loans and credits required by the Rescheduling Directorate in connection with debt relief/rescheduling arrangements; and

m. Preparation of loan-wise data for B/E and supply of actuals in respect of payments made during the respective FY to C&B Section for consolidation and incorporation in the annual B/E;

i- Procedure:

43. The procedure to be followed and checks to be exercised in discharge of the above mentioned functions are discussed in the following paragraphs.

ii- Scrutiny of Loan/Credit Agreements
44. As soon as the negotiations for foreign economic assistance are completed, agreements are concluded between the EAD and the lender in respect of Federal borrowings. In the case of direct borrowings including Suppliers/Export Credits by the Provincial Governments, Autonomous Bodies/Corporations of Federal and Provincial Governments and Private sector agencies, such agreements are concluded between the borrower and the lender on a guarantee extended by the SBP and a counter guarantee of the Ministry of Finance. On conclusion of the Agreements, copies are circulated to all concerned including Payment Directorate by the respective PSs. The following checks are required to be applied on receipt of these agreements in the Payment Directorate:

a. The dealing UDC/Assistant would open a new file and enter it in the file register according to the Secretarial Instructions;

b. The Agreement/Contract should be thoroughly studied and relevant portions of the Agreement/Contract relating to the loan amount, due date of payment, commitment charges, interest and principal or any other charges payable under the agreement underlined and referenced on the title cover of the file;

c. In the case of Credit Agreement/Contracts which include provisions respecting re-lending terms to be charged from the sub-borrowers or provision regarding levy of guarantee fee/commission, extracts of these provisions or if spare copies of the Agreement/Contracts are available may be supplied monthly to the Recovery Section of the Debt Management Wing for keeping a watch on the issue of the re-lending terms in accordance with the provisions of the re-lending terms prescribed by the Government and for such recoveries;

d. In the case of non-project commodity loans, copies of Loan/Credit Agreements may be endorsed to the respective section of Accounts Directorate responsible to watch generation of rupee fund against import of commodities;

e. After the Agreement has been carefully studied and the relevant portions concerning the payments marked, then entries may be made in the “Register of Due dates of Payments” maintained on each seat of the Payment section to ensure that the demand notices are received in time checked and action taken to process payments according to the terms of the Agreement/Contract;

f. A note may be put up by the dealing UDC/Assistant, bringing out the position referred to above and submitted along with the up-dated schedule of the due dates to the Assistant-In-charge / Superintendent / Branch Officer for attestation; and

g. The Assistant-In-charge / Superintendent / Branch Officer will go through the Agreement in detail and see that the above action has been completed. The Agreement will then be put up to the Director of Accounts/Deputy Secretary for information in each case;

iii- Maintenance and up-keep of Ledger Accounts

45. The respective PSs provide signed copies of the loan/credit agreements [federal as well as direct borrowings] to all the stakeholders including the concerned EAs/Project authorities for finalization of contracts and utilization of foreign aid. Thereafter the SBP designates a Commercial Bank for handling the transactions concerning opening of LCs and utilization of aid. The project authorities, on completion of necessary formalities pre-requisite for effectiveness of the loan, enter into contracts for the supplies after usual tendering procedure, open letters of credit for the utilization of aid and process withdrawal applications with the lending/donor agencies/banks. As soon as the disbursements take place against LCs opened the designated banks provide complete information to the project authorities under advice to EAD. The provision for expenditure financed under foreign aid for projects under the administrative control of the various Ministries/Divisions is made in the demand/appropriation of the respective ministries/divisions. Certain lending countries/agencies also report date-wise/monthly disbursements of foreign loans to the project authorities under advice to the EAD;

46. The accounts of foreign loans and credits are required to be maintained in a ledger in Form DP-20. Full particulars of the loan/credit such as loan amount, closing date of disbursement, terms and conditions of debt service payment, etc. are to be noted in the relevant columns in the Ledger Account on the basis of information available in the Loan Agreement. Ledger account consists of three parts, namely disbursements/utilizations, principal repayment & interest payment, and debt disbursed & outstanding.  They are briefly explained as under:
Part-I:

Disbursements/Utilizations

47. It consists of information regarding day to day disbursements in the currency/currencies of loans, rupees equivalent calculated at the rate of exchange applicable on the date of withdrawals/disbursements, progressive totals and un-disbursed balances. The dealing UDC/Assistant, on receipt of advice of disbursements will post those in the Ledger in the currency of loan and work out the progressive totals. The transactions in Loan Account Ledger will be totaled monthly/quarterly/six-monthly and reconciled in the currency of loan with the statement of accounts received from the lending country/agency as well as with the reports of designated banks. Monthly/quarterly data on disbursements will be reported to Director of Accounts for watching the rupee funds generated against imports of commodity loans and advising adjustments of transactions of receipts of loans in the Government Accounts. The entries in Loan Account Ledger will be checked 100% by the Superintendent and 50% by the Branch Officer and initialled in token of check.

Part II:
 Principal Repayment & Interest Payment, etc.

48. It consists of data on principal repayment, interest payment, commitment charges, etc. in the currency/currencies of loan, rupees equivalent reported by the SBP and their progressive totals. The dealing UDC/Assistant will, at the time of issue of payment authority, post the figures of payment authorized in the currency of loan and gets those initialed by the Superintendent and Branch Officer. On receipt of advices of payments from the SBP, the dealing UDC/Assistant will post rupees equivalent of principal repayment, interest payments, commitment charges, etc. in respective columns and get the entries attested by the Superintendent and Branch Officer.

Part III:
Debt Outstanding

49. It consists of information regarding the outstanding debt in the currency/currencies of loan. The dealing UDC/Assistant would work out this information on each due date of payment on the basis of payments made from time to time and reconcile with the statement of accounts received from the lending countries/agencies on monthly/quarterly/six-monthly and annual basis.

Final Repayment of the Loan

50. The Payment Directorate, after having remitted the final installment of principal repayment, will make out a summary of the total repayments on the prescribed form indicating inter-alia the date and amount of each installment and their rupee equivalent [as intimated by the SBP]. A copy of the summary statement will be sent to Accounts Directorate enabling them to adjust the variations in the loan amount as disbursed and the final payments. Another copy of the summary statement will be sent to C&B Section for record in the country-wise folders of fully repaid loans.

iv- Maintenance of Proforma Accounts 

51. The Payment Directorate is required to maintain proforma accounts of all foreign loans/credits directly contracted by the Provincial Governments, Autonomous Bodies/Corporations of the Federal and Provincial Governments, Financial Institutions and Private Sector agencies on the basis of information received from the lending countries/agencies and utilizing agencies. Periodical returns giving data on day to day disbursements in the currency/currencies of loans, progressive totals, day-to-day repayments, interest payment and commitment charges paid, and debt outstanding will be called for from the EAs and posted in Ledger Accounts. These accounts will be reconciled on quarterly/six-monthly/annual basis with the data received from the lending countries/agencies.

v- Maintenance of schedule of due dates of payments

52. Under the contractual terms embodied in the loan agreements, the Federal Government is required to make payment of all foreign loans and credits contracted by the Federal Government and to ensure remittances of debt service charges on due date in respect of loans directly contracted by the agencies but guaranteed by the Federal Government. For this purpose a Schedule of Due Dates of Payment is maintained by each UDC/Assistant dealing with payment of debt service charges of foreign loans and credits as in Form DP-20. The dealing UDC/Assistant will, on receipt of a new Loan Agreement/Contract, note down the due dates of payments in the register and submit to the Superintendent/Branch Officer for check and attestation. He will review this register on first of each month and remind the concerned lending agencies/project authorities for payment notices in respect of remittances which become due in the next month in cases where the payment notices have not been received. He will, on authorization of payment, note down full particulars of the payment authority issued in the respective columns against each Contract/Agreement noted in the Schedule of Due dates, and prepare a monthly report showing the number of authorities due to be issued during the month, payment authorities issued, balance outstanding and submit to the Superintendent/Branch Officer. Full explanation for non-issue of payment authorities will be given and such cases pursued through reminders till the authorities are issued.

vi- Checks to be applied on payment notices

53. The dealing UDC/Assistant will review his register of due dates and ensure that the demand notices in respect of the payments due against each Credit Agreement/Contract in the next month have been received from the lending agencies. In cases where demand notices have not been received, reminders will be issued through letter/fax/e-mail, as the situation demands;

54. On receipt of demand notice, he will check the opening balance of debt outstanding with the closing balance of the last statement of account received with payment notice, the disbursements during the period on the basis of advices received from the lending agencies or in cases where the accounts for disbursements are not reported to the Payment Directorate by the lending agencies from the respective statements received from the designated banks/EAs/PSs/R&S Wing/CC;

55. The rate of interest will be checked with that in the “Agreement number of days for which interest/commitment charges have been claimed for each transaction and principal repayment on the basis of the amortization schedule of the agreement and with reference to the relevant clauses of the Agreement/Contract;

56. The dealing Assistant will thereafter pass on the case to the Superintendent for checking the calculations of interest, bank commission and commitment charges, etc;

57. The Superintendent will record a certificate in support of the check of the statistical calculations carried out by him. For this purpose he would record a certificate with a rubber stamp on the payment notice and initial it;

58. The dealing Assistant will then prepare the payment authority addressed to the Manager, SBP, Karachi well in advance [at least 15 days prior to due date] to ensure timely payment/remittance. In cases where payment notices are not received despite reminding the lending agency, the payment due will be calculated from their records and authorized after obtaining the orders of the Director Payment;

59. The authority letter would indicate the amount [in words and figures] payable as principal , interest, commitment charges, etc., due date by which payable, name of the beneficiary and head of Accounts/Demands/Appropriations to be debited against which budget provision exists to meet such contractual obligations. In view of the different modalities of payments applicable form country to country and loan to loan, the form of authority may differ. The standard forms generally issued for authorizing payment of single currency/multiple currency loans are given in Form DP-22-24. The authority last issued will also be linked;

60. Copies of such authorities will be endorsed to all concerned and in particular to the CC, Accounts Directorate, C&B Section, Recovery Sections, SBP [Exchange Control/Statistics Department] and concerned project authorities. The amounts authorized for payment will be recorded in the Budget Control Register as well as in ledger, duly initialed by the respective UDC/Assistant/Superintendent/Branch Officer;

61. The Superintendent will apply checks on such payment notice to the extent of 50% of the checks applied by the dealing Assistant. He will also ensure that the amount authorized in the payment authority is neither covered by debt relief agreements/arrangements nor paid before.  He will also verify that the budget provision to meet the charge exists in the estimates of the year. For this purpose C&B Section would supply relevant portion of the final estimates showing the loan-wise provision with break-up into principal and interest after the estimates have been finally accepted by the Finance Division;

62. The Branch Officer will apply 50% checks on the working of each payment notice and also verify that the checks prescribed above have been duly applied by the dealing Assistant as well as the superintendent and that the payment authorized is correct in all respect;

63. After the above checks have been applied, correctness of claim verified in terms of the agreement and status of loan accounts entries recorded in Budget Register as well as in the Ledger, the authority will be submitted to Director Payment for approval;

64. The signature of the Officer authorizing the payments which are already on record of the SBP will be authenticated by affixing the Special Seal on the signature; and

65. The dealing UDC/Assistant will watch the advice of payment by SBP, verify that the amount has been correctly paid by SBP, record the rupees equivalent of amounts paid in Budget Register, Loans Account Ledger and put up to Branch Officer through Superintendent for attestation of entries and record on respective file.

vii- Checks applied on foreign exchange release authorities

66. Since EAD is required to maintain only proforma accounts of foreign loans and credits directly contracted by the Provincial Governments, Autonomous Bodies/Corporations of Federal and Provincial Governments, Financial Institutions and Private Sector agencies, these accounts are not reflected in Federal Government Accounts. The debt service payments would in all such cases be made directly by these agencies. The Government of Pakistan, being guarantor, is required to ensure payment of debt service charges of these loans on due date and for this purpose remined the project authorities for demand notices and provide necessary foreign exchange to meet obligations of debt servicing payable in foreign exchange. The following checks are exercised by the dealing UDC/Assistant on authorization of exchange releases in respect of guaranteed Loans:

67. The dealing UDC/Assistant will remind the project authorities for Demand Notice 6 weeks ahead of the due date of payment as embodied in the schedule of due dates of payments;

68. On receipt of demand notice from the project authorities the dealing UDC/Assistant will verify the correctness of the claim on the basis of loan account ledger maintained in Payment Directorate, terms and conditions of the loan agreement/contract, and authorize release of foreign exchange in favour of the project authorities. The specimen of the exchange release authority to be addressed to the Director, Exchange Control Department, SBP, Karachi is given in Form DM-DP-24;

69. Exchange release authority would specify the amount payable, in words and figures separately for principal repayment, interest payment and other charges. Since rupee funds will be provided by the project authorities such expenditure would not be charged to any Government head of account. The amount in foreign exchange will, however, be debited by the Exchange Control Department of the SBP against EAD’s allocation of foreign exchange for debt servicing for the respective year.

Checks to be applied on processing debt service payments of miscellaneous Suppliers/Commercial Credits approved by the Ministry of Finance:
70. Offers of Suppliers/Private/Commercial Credits from Banks/Financial Institutions are received from private sector by the Finance Division. These offers are examined by the Finance Division in consultation with the DMW and approval of the Government is issued. In the sanction letter it is provided that the expenditure in foreign exchange will be debited to EAD’s allocation of debt servicing. In order to exercise checks on propriety of claims and to ensure payment of debt service charges on due dates against these credits, the following procedure is followed:

a. The dealing UDC/Assistant will, on receipt of letter of approval from the Finance Division [External Finance Wing] endorse copy of the approval letter to the respective PSs for recording and necessary action;

b. The dealing UDC/Assistant will call for a copy of the Loan Agreement/Contract executed by the borrowing agency with the foreign suppliers/lenders under the arrangements approved by the Finance Division to check the propriety of claims of debt servicing and to ensure payment on due date;

c. The borrowing agency will remind Payment Directorate six weeks in advance of the due date of payment along with full particulars for release of foreign exchange covering the maturities payable. The supporting documents will indicate the evidence for disbursements of funds, accuracy regarding the correctness of the claim on account of commitment charges, interest charges repayment installment, etc;

d. The dealing UDC/Assistant will, after satisfying himself regarding accuracy of the claim in terms of the Agreement, authorize release of foreign exchange; and

e. The amount authorized for payment will be recorded in the Budget Control Register and rupees equivalent of such remittances watched. In case the project authorities do not furnish the rupees equivalent immediately after making remittance, reminders would be issued at periodical intervals to call for the rupee equivalent and complete the budget register.

viii- Confirmation of outstanding debt balances
71. The accounts of foreign lenders/financial Institutions are subjected to audit annually by the auditors. In discharge of these functions the Auditors of the respective financial institutions call for confirmation of balances of outstanding debt payable by the Government of Pakistan and its agencies. References are thus received annually from the respective auditors of the financial Institutions. The dealing UDC/Assistant is required to refer these balances to the Project authorities in respect of Project Loans and to the Directorate of Accounts in respect of non-project Commodity Loans for confirmation. The dealing UDC/Assistant, on receipt of confirmation from the respective agencies will put up the letter regarding confirmation of balances to Director Payment through Superintendent/Branch Officer for approval. This letter would thereafter be issued to the respective address. Even if no such confirmations are called for by the Auditors of the Financial Institutions/lending agencies. The Payment Directorate should, in support of the outstanding debt payable by the ultimate borrowers, seek their annual confirmation and place it on record. The dealing UDC/Assistant will thus communicate these balances as of 30th June each year to the respective project authorities and to Directorate of Accounts in respect of non-project commodity loans for confirmation and record. Such confirmation will be placed on record for each year.

ix- Accounting adjustments 

72. For purpose of accounting, foreign loans and credits contracted by the Federal Government have been classified into the following categories:
	Category- I
	Loans for Central Projects

	Category -II
	Loans for purchase of non-project commodities

	Category -III
	Loans for Provincial Projects

	Category -IV
	Loans for the Railways

	Category -V
	Loans for autonomous bodies, local funds, etc. under the Federal Government

	Category -VI
	Loans for autonomous bodies, local funds, etc. under the Provincial Governments

	Category -VII
	Loans to credit agencies for private sector projects


73. The procedure to be followed for the accounting of withdrawals /  disbursements of different categories of loans and credits as well as transactions relating to payment of principal, interest and commitment charges, etc. is given in the Publication “Procedure for Accounting of Foreign Loans and Credits” issued by the Ministry of Finance, Budget Wing. 
Maintenance of Budget Control Register and Reporting of Actuals to C&B Section

74. Each UDC/Assistant dealing with payment of debt service charges on foreign loans and credits [Federal borrowings as well as direct loans] is required to maintain a Budget Control Register [Form DC&B-8], in order to keep watch on progress of expenditure. He will, in the beginning of the financial year, note down the budgetary allocations for debt service payment in respect of Federal Borrowings as incorporated in the annual Rupee Budget and for guaranteed debt for the foreign exchange budget. He will also note down full particulars of the authorities issued quoting the due date, number and date of authority issued, amount authorized in foreign exchange, rupees equivalent as reported by the SBP or the Project authorities for direct borrowings. He will, at the close of the month, work out the totals of payments made during the month, progressive totals for the financial year and work out balances available on account of principal amounts and interest charges, etc.  All entries in the Budget Register as well as monthly closing would be initialed by the Superintendent/Branch Officer. A statement of monthly actuals would be supplied to C&B Section to work out expenditure during the FY for reporting to Finance Division and the SBP.

Rupee Generations against Disbursements under Commodity Loans

75. The importers both in the public and private sectors are required to deposit with the SBP, the rupees equivalent of imports financed under Non-Project Commodity Loans within three days of the receipt of shipping documents in accordance with the Ministry of Finance Circular letter No. 552-8[A]/67 dated 11th February, 1967. The amounts thus credited with the SBP are to be transferred to Government’s Account under the head “2330-Foreign Debt [permanent]”;

76. The following procedure has been prescribed for watching rupee deposits and verifying their correctness by applying the checks detailed below:

a. A copy of the Loan Agreement is supplied to the Accounts Directorate by the respective PSs along with copies of letter allocating the funds separately for projects and for import of commodities. The dealing UDC/Assistant will on receipt of these documents, open a separate file according to the Secretariat Instructions;

b. The dealing UDC/Assistant will note the details of allocations made for import of commodities in a separate register wherein the disbursements are recorded;

c. While conveying approval to the allocations of funds available under the Credit/Loan Agreements the respective PSs will request the SBP to designate Commercial Bank/Banks for handling the transactions under the credit. The dealing Assistant of the Accounts Directorate will keep watch on receipt of foreign exchange circulars issued by the SBP designating the commercial banks, note the names of the designated Banks. Such reports are supplied to the Accounts Directorate by the 10th of Second month following the month under reference; and
d. Monthly reports of disbursements showing the date-wise disbursements against each Credit/Loan Agreement are also supplied to Accounts Directorate by Payment Directorate. These reports will be duly checked /signed by the Branch Officers and forwarded to the Accounts directorate so as to reach them on or before the 5th of the each month.
c. Accounts Directorate
	Particulars
	No. of

 Posts

	Director [Accounts]
	Steno Typist

Naib Qasid
	1

1

	Accounts–I Section
	Accounts Officer
	Superintendent

Assistants

UDC

LDC

Naib Qasid
	1

3

1

1

1

	Accounts–II Section

[Export Credits]
	Accounts Officer
	Superintendent

Assistants

UDC

LDC

Naib Qasid
	1

2

1

1

1


Functions:

77. The Accounts Directorate mainly deals with accounting of foreign loans/grants in Government Books and monitoring of the exports credits extended by the Government of Pakistan. It has two sections, namely Accounts-I and Accounts-II. Section-wise functions are as under:

Accounts-I Section:

a. Issuance of adjustment advices, on receipt of credit advices from SBP/NBP/EAs, to AGPR for accounting of foreign aid disbursement [receipt] under receipt head.

b. Issuance of advices to AGPR for adjustment of expenditure under Demand “External Development Loans and Advances by the Federal Government” pertaining to the Relent Loans;

c. Maintenance of Accounts of foreign aid receipt centrally;

d. Monthly reconciliation of Accounts with AGPR pertaining to Demands/Heads:

i. External Development Loans and Advances by the Federal Government;

ii. Development Expenditure of the EAD; and
iii. Receipts Head under loans and grants.
e. Preparation of Annual Budget Estimates under the following Demands/Heads:

i. Development Expenditure of the EAD; and
ii. External Development Loans and Advances by the Federal Government.
f. Budget provision for expected disbursement in respect of Export Credits under the Demand “Other Loans & Advances by the Federal Government” of the Finance Division; and

g. Supplementary/Technical Supplementary grants during the respective FY [as and when required].

h. Release of Funds in respect of:

i. Japanese Grant counter part funds to provinces on quarterly basis for their development projects;

j. Quarterly release of funds pertaining to “Access to Justice Programme” and “Agriculture Sector Programme Loan-II”  to provinces;

k. Issuance of adjustment advices to the AGPR for accounting the transactions of disbursements of loans in the books of the AGPR;

l. Monitor generation of rupee funds against commodity loans/grants, transfer to Government account and reconciliation thereof;

m. Maintenance of accounts of foreign grants received on account of supplies of equipment, machinery, services of the experts and in cash. Quarterly releases of funds in respect of foreign grants for transfer to the project authorities on the basis of actual expenditure incurred on various projects and advise adjustments in the books of the Accounts Offices; and
n. Accounting Procedure of Foreign Grants.
Accounts-II Section:

a. Scrutiny of Export Credit Agreements;

b. Disbursement in Pak rupees/foreign exchange to suppliers on behalf of the borrowers as per contractual terms;

c. Preparation of Amortization schedules of export credits in consultation with the CC as per contractual terms, for acceptance by the borrower;

d. Preparation of Ledger Account in respect of each export credit;

e. Issuing Demand Notices to the borrowing countries through Ministry of Foreign Affairs and monitoring recovery thereof;

f. Preparation of Status Report of all exports credits on quarterly basis; and

g. Appropriation Accounts, Draft Para and PAC matters.

CLASSIFICATION/PROCEDURE FOR MAINTENANCE OF ACCOUNTS OF FOREIGN GRANTS

Classification

78. Foreign grants are normally classified under two main categories, namely project grants and commodity grants, which are briefly explained below:

Project Grant

79. It is made available in the shape of machinery, equipment and supplies for the projects and also Technical Assistance i.e. Advisory Services and Training Facilities. The disbursements for such equipment, supplies or services are made by the donor countries/agencies themselves. In certain cases project assistance is also provided in the form of cash either for procuring such services, equipment, etc. for the projects or as reimbursement of expenditure already incurred on such items.

Commodity Grant

80. It is made available in the shape of industrial raw material, machinery and essential consumer goods. The disbursements are usually made by the donor countries themselves. In certain cases cash aid may also be given to the Government for utilization on import of such commodities or as reimbursement of expenditure incurred from own resources for import of such commodities. Rupee deposits against commodity aid are made by the importers both in the private and public sector except where reimbursement is involved or the commodities are meant for free distribution. The rupee deposits and reimbursements are credited to the Federal Government Non-Food Account. The accumulations of such rupee deposits are subsequently utilized for the projects of the Federal and Provincial Governments with specific or general concurrence of the donor countries/agencies. The amount of cash grant for general support may also be considered to fall under this category because, although commodities are not supplied under the aid, the Government of Pakistan gets the same benefits as accrues to it in the case of commodity aid i.e., funds accrue for utilization on it’s programme.

81. The above classification of the aid under the above two categories is not rigid. There are exceptions e.g. raw material supplied under the World Food Programme [WFP] were previously treated as Commodity [Relief] Assistance. Subsequently, this assistance was termed as “Project Assistance”. Similarly rupee deposits are normally not required to be made against aid received as Project Assistance.

i- Object Element of Foreign Grants

82. Foreign grants are being received from a number of countries/agencies under different programmes. A table indicating name of country/agencies, along with the Object Element is placed at Annex-A9.
ii-  Procedure:

83. The following procedure is applied for the accounting of grants:

a. The PSs provide signed copies of grant agreements to the DMW [Accounts Directorate]. Besides, the Accounts Directorate asks the PSs for the provision of a six monthly statement of grant agreements signed during the period for ensuring completeness of the record.  The following action is taken on receipt of agreements in the Accounts Directorate:

b. The respective Assistant enters particulars of the agreements [Serial No., date of agreement, particulars of Project/Commodity with allocation, sources of aid, Remarks/Special Provisions, if any] in a Central Register of Agreements in chronological order;

c. An alphabetical index of projects for which grant has been lined up is also maintained with cross-reference to Register of Agreements;

d. Copy of the agreements, when received would be recorded in separate files for each Country/Agency/Programme in accordance with Secretariat Instructions. 

Data on utilization of Foreign Grants and reporting to EAD

84. The first hand information regarding disbursement of aid is available with the Project Directors of the EAs. They have complete control on inflow of cash and possess the information of the disbursements of cash aid and its utilization. In the case of aid in kind also they know the pace of utilization from LCs opened/retired, orders placed, trainees/participants sent abroad and experts and technicians deployed on the projects. The Project Directors/Executing Agencies are required to maintain accounts of the aid and submit their accounts to the Director of Accounts, EAD in accordance with the instructions contained in the Finance Division OM No.F.II.[1]-B[S]/83-2288 dated 26-12-1983.[Annex-I] The data received from donors in EAD is mainly utilized for statistical purposes. In cases where accounts of aid are not received from Project Authorities/EAs, the data received from the donors are referred to the Project Directors/EAs for verification and acceptance. The adjustments in accounts are then based on their verified and accepted statements. The transactions in Government accounts have to be based on the reports, which the Project Authorities/EAs are required to furnish to the Accounts Directorate, EAD.

Checks applied on utilization accounts/reports of DPs and maintenance of accounts
85. The checks applied are summarised as under:

a. The accounts rendered by the Project Authorities on utilization of foreign grants would be carefully scrutinized to show the source-wise aid received during the respective FY  for the Project under the administrative control of each Ministry/Division and Provincial Government;

b. Disbursement data reported by donor countries or other sources [after entries have been made in the aforesaid Register] would be reconciled by the respective Assistant and discrepancies, if any, rectified. 

c. The accounts reports of donor countries, etc., in respect of aid received in kind would, on receipt be reviewed and scrutinized.

d. Any discrepancy between the aid shown in the accounts submitted by Project Authority and reports of donor countries/agencies/other sources would be shown in remarks column and action taken to reconcile it.

iii- Procedure for cash aid

86. The cheques for cash aid made available by donor countries/agencies in favour of Secretary, Finance Division are passed on to the SBP for collection and credit of the proceeds under the head “Foreign Aid Deposit Accounts”. Major object G-13 special Deposit Grant “Minor Object G-131 Grant and Aid. At the same time Ministries/Divisions concerned are authorized by the Finance Division to draw the funds by operating upon the relevant Demands/Appropriation and place the funds at the disposal of Project authorities/beneficiaries concerned. When such aid relates to projects of the Provincial Governments, the Finance Division authorizes the SBP to transfer funds to the Provincial Government concerned. In the case of aid received directly by the SBP through special authorization, necessary steps to transfer the funds to the beneficiaries concerned are taken by the Finance Division on receipt of intimation of aid from the SBP. Copies of the Finance Division’s letter forwarding cheques to the SBP are furnished to the Director of Accounts, EAD. Similarly copies of intimation regarding credit of the amount of cheques as also direct credit of cash aid into Federal Government Account maintained in SBP are also furnished to the Director of Accounts, EAD. When the funds are drawn by the Federal Ministries/Divisions for placement at the disposal of Project Authorities/Executing Agencies or when the funds are transferred to the Provincial Governments by the SBP in the case of aid for Provincial Projects, intimation in this regard is also furnished to the Director of Accounts, EAD.

87. The cash aid is posted in Register on the basis of intimation received from the Finance Division and SBP. The dealing Assistant maintains detailed records of cash aid for each donor country/agency having columns for:

a. Serial Number;

b. Particulars of Projects;

c. Name of Government to which the Project relates;

d. Reference of the Finance Division forwarding the cheque to the SBP/Reference of SBP’s letter of detail of aid in Government account/reference of the SBP for transfer of funds to the Provincial Governments in case of Provincial Projects/reference of Ministries/Divisions sanctioning the withdrawals of funds for placement at the disposal of project authorities/reference of the AGPR regarding final adjustment of aid as “Deduct Entry” under Demand/Appropriation concerned;

e. Amount of aid [in foreign exchange and Rupees];

f. Amount withdrawn for utilization; and

g. The months in which the amounts are finally incorporated in Government accounts.

iv- Commodity Aid

88. Commodity aid is received in the form of raw material, food grains, chemicals, medicine, machinery, equipment, spares and accessories etc., which generates rupee funds. These funds accrue to the Government of Pakistan. In certain cases, however, rupees generated are not credited to the account of Government of Pakistan as in the case of aid under PL-665/138 and PL-480-I. The rupees generated in these cases are credited in a special rupee account opened in the name of the donors and thereafter grants are made available out of such accumulations by the donors. Despite these arrangements the aid under PL-665/138 and PL-480 Title I has been treated as Commodity Aid because the importers of commodities aid are required to deposit the rupees equivalent. Such aid is reflected in accounts twice: once when the commodities are received and again when loans and grants are made out of accumulations in special account. Commodity aid is also provided for relief purposes. Such commodities are some times sold and generate rupee funds. The accumulations against such sale proceeds are utilized for relief purposes.
v- Maintenance of Accounts/Adjustment of Commodity Aid

89. The accounts of commodity aid are maintained in summarized form in the “Register Showing Receipt of Accounts of Aid from the EAS / DPs” [Form–DM-DA-7]. Separate pages are allotted for each commodity and each donor country/agency. 
vi- Adjustment of Foreign Grant in Government Accounts

90. After the entries of project assistance received in kind have been made in the register, the dealing Assistant would place the data project-wise in separate files. A summary of aid showing the disbursements during the month / quarter etc., and progressive disbursements is prepared and passed on to AGPR for adjustment. In cases where the information of aid has been received from the donor country / agency, which has not been included in the accounts rendered by the Project Authorities/Executing Agencies, the data is first referred to the Project Authorities etc. for reconciliation, acceptance and indicating the heads of account, Demand/Appropriation under which aid is to be debited. The summary of aid, based on the information received from different quarters, is scrutinized in the Accounts Directorate and any obvious errors/omissions are rectified. Finally an advice for adjustment of aid is prepared in the prescribed format as expenditure under the service heads under the relevant Demand/Appropriation by contra credit to the head “G-13 Special Deposit Grant”. The adjustment advices are put up for approval to the Director of Accounts after making entries in the Register. The copies of adjustment advices are endorsed to Ministries/Divisions/Departments concerned. In the case of aid for Provincial Projects advices were endorsed to Provincial Finance Departments. The copies of advices received by the Accounts Directorate initiating adjustment by the dealing Assistant are placed in the respective files. 

91. The transactions in respect of cash aid as also of rupee deposits against commodity aid are brought to Government account through the SBP Treasury accounts submitted to the AGPR. Commodity Aid received for relief purposes and distributed free is adjusted under the Major Head “Capital Outlay” as expenditure by contra debit to the head “G-13 Special Deposit Grants” and again as “Deduct Receipt and Recoveries on Capital Account-Other Receipts [Amount met from Foreign Aid Deposit Account”] by contra debit to “G-13 Special Deposit Grants”. Adjustment in this case is processed in the manner of project grants.

Releases from Foreign Aid Counterpart Funds of Commodity Aid and Adjustment in Government Accounts

92. The accumulated rupee generations against imports under foreign commodity grants are utilized for the Development Projects of Federal and Provincial Governments [with general or specific approval of concerned donor countries/agencies etc, if necessary]. In some cases the Agreement itself specifies the projects on which the rupee generations are to be utilized. The Finance Departments of the respective Provincial Governments nominate and communicate to Accounts Directorate projects for financing out of Foreign Aid Counterpart Funds. On receipt of nominations, the concerned PSs are consulted to obtain approval of donor countries/agencies, where necessary. Copies of the approval letter are placed on the relevant files and thereafter release of funds processed.  The procedures introduced by the Finance Division from time to time for release of fund are to be followed.

93. Separate files are opened for each Provincial Government. At present allocation for Japanese grant [KR–II] is made out of the amount lying with the SBP, Karachi in Deposit Account. While processing the releases of counterpart funds the dealing Assistant would put up a note indicating budgetary allocation for each project/province, to the Accounts Officer/Director of Accounts/Deputy Secretary [Debt Management]. After approval by the Secretary, EAD the file would be sent to SO [F&A] for obtaining the concurrence of DFA [EAD]. On receipt of concurrence of DFA [EAD] and endorsement, release sanction is issued to the AGPR [Foreign Aid Section], Islamabad.

vii- Preparation of B/E and adjustment of expenditure

94. The Accounts Directorate is required to prepare annual budget estimates for incorporation in the annual budget of the Federal Government pertaining to the following Demands/Head:

a. External Development Loans and Advances by the Federal Government;

b. Development Expenditure of EAD; and

c. Technical Assistance Scheme [Head under Demand “Current Expenditure of the EAD”].

viii- External Development Loans & Advances by the Federal Govt.
95. The procedure for the Demand is as under:

a. The R&S Wing coordinates the B/E of the PSDP as approved by the PCMs/APCC/NEC and incorporates in the Statement called “Disbursement Estimates of Project Aid.”  An approved copy of the Statement is provided to the Accounts Directorate.

b. The figures of B/E pertaining to the relent loans to the provinces, Railways, NHA, WAPDA [Water], WAPDA [Power], Access to Justice, AJK, etc., are extracted from the Statement and shown in NIS for R/E and B/E prepared under the Demand “External Development Loans and Advances by the Federal Government.” As the R/E and B/E for the demand are approved by the PCMs/APCC/NEC, approval of Secretary, EAD is not required.

c. After completing the NIS, concerned Assistant would prepare the case and submit to the Director of Accounts through his Accounts Officer who would also examine the detail and exercise 100% check. After signature by the Director of Accounts, the case is processed through FA’s Organization and forwarded to Finance Division for inclusion in the annual budget.

d. Disbursement of foreign loan/grant is made through the SBP and NBP to the project authorities and reported to the Accounts Directorate for adjustment in the Government Accounts. SBP also renders monthly Accounts to AGPR for adjustment in respect of multilateral sources. Information regarding direct disbursement is received through NBP/EAs for adjustment.

e. On receipt of information regarding disbursement from the concerned quarters, the amount is posted in a register by the concerned Assistant. At the end of each month, the figures appearing in the record of EAD are incorporated in the Monthly Reconciliation Statement. This Statement will also be checked and signed by Accounts Officer. Thereafter the figures would be reconciled with AGPR and Reconciliation Statement signed by the Accounts Officer, AGPR.

f. In case of any variation between the figures of EAD and AGPR, immediate steps are taken by the Accounts Officer for rectification of the difference in the accounts of subsequent month.

Access to Justice Programme

96. Responsibility of budgeting and release of funds to the provinces under programme loans has been entrusted to EAD during 2003-04. Access to Justice Programme is being implemented by the Ministry of Law, Justice and Human Rights who intimate the PSDP-Budget Allocation to the EAD for release of funds to the provinces under this project. On receipt of the proposal along with Cash Plan/Work Plan, the NIS is prepared under this Demand and furnished to the Finance Division through FA‘s Organization for incorporation in the B/E.

Release of funds to Provinces

97. In accordance with “System of Financial Control and Budgeting-September, 2006”, release of funds, provided in the PSDP shall be made for the first quarter with the approval of Secretary, EAD, as Principal Accounting Officer [PAO], without seeking approval of FA’s Organization and in accordance with the Cash Plan of the project. Subsequent releases for the remaining three quarters of the financial year will have to be made with the prior approval of the FA’s Organization, on the basis of Cash Plan and provision of Utilization Account against the earlier releases made to the provinces, subject to the provision of a certificate from PAO of the respective controlling Ministry regarding satisfactory implementation of approved Work Plan for the previous quarter of the financial year. 

Procedure
98. On receipt of the Cash/Work Plan, Utilization Account and certificate as required under clause-13 [ii] of “System of Financial Control and Budgeting-September, 2006” duly approved and signed by the Secretary of the respective controlling Ministry, the dealing Assistant prepares the release authority and submits the Office Note of the case for approval of the Secretary, EAD. The case for release of funds for the first quarter would not be forwarded to the FA’s Organization. The release of funds for the last three quarters would, however, be processed through FA’s Organization.  After approval and signature of the release authority, the concerned Assistant will ensure its dispatch to the AGPR on the same day.  The Superintendent would exercise close watch on timely release of funds by the AGPR. He would also ensure that the amount has correctly been released to the provinces.

ix- Development Expenditure of the EAD

99. The imports under commodity aid whether made in public or private sectors require rupee deposits in Federal Government account as counterpart fund of the relevant commodity aid. The accumulations in the counterpart funds of commodity aid are available for utilization on the projects of Federal and Provincial Governments with general or specific approval of the concerned Donor Countries/Agencies etc. The provision for the amounts proposed to be released to projects of the Provincial Governments is included under Demand for “Development Expenditure of Economic Affairs Division”, the estimates for which are prepared by the Accounts Directorate. The estimates for releases from counterpart funds for the projects of the Federal Government are prepared by the Ministries/Divisions concerned and are included in their Demands. The estimates in respect of Demand for Development Expenditure of Economic Affairs Division are based on the availability in counterpart funds of Commodity Aid. Normally the amounts available in counterpart funds are far in excess of the annual size of financing from counterpart funds. A tentative allocation from each of the counterpart funds for each of the Provincial Governments is prepared and these estimates are sent to Finance Division for concurrence. On receipt of concurrence, NIS is submitted to Finance Division for appropriation in the B/E.  At present B/E of Japanese Grant [KR-II] and ASPL-II are also being appropriated under this Demand.

Japanese Grant

100. Deposit under Japanese Grant counterpart funds are lying in Deposit Account with SBP, Karachi. A sum of Rs.90.500 million is appropriated annually under this Demand. The case for budgetary allocation is processed by the Accounts Directorate. On allocation, the funds are released to the Provincial Governments for their approved/nominated development projects, on quarterly basis, with the prior approval of the Secretary, EAD and endorsement by the FA’s Organization. Utilization Accounts against the releases made earlier are obtained from the provinces and the Secretary, EAD will sign these certificates required in terms of Para-13.ii of “System of Financial Control and Budgeting-September, 2006” before submission of the case to the DFA and making release for the subsequent quarters.

Agriculture Sector Programme Loan-II [ASPL-II]

101. Non-PSDP allocation under ASPL-II for provincial share is got approved by the Ministry of Food & Agriculture [MINFAL] and is communicated to EAD for appropriation against the Demand “Development Expenditure of EAD”.

102. On receipt of intimation to this effect along with Cash Plan/Work Plan from the MINFAL, NIS for the provincial share of ASPL is prepared by the Accounts Directorate with the prior approval of the Secretary, EAD and endorsement by the DFA [EAD]. Thereafter, the same is forwarded to the Finance Division for incorporation in the B/E.

103. The allocation for ASPL-II is released to the provinces through AGPR according to their share on quarterly basis with the prior approval of the Secretary, EAD and endorsement by the DFA [EAD], in accordance with the “System of Financial Control and Budgeting – 2006”, issued by the Finance Division.
x- Technical Assistance Scheme [TAS]

104. While the estimates of project grants received in the form of machinery and equipment are provided under the relevant Demands/Appropriation of the respective Ministries/Divisions/Departments of the Provincial Government, etc. the estimates of foreign grants received in the shape of services under Technical Assistance which can not conveniently be assigned to and accounted for under the Demand of other Ministries/Division, etc. are provided under the Head for TAS. These estimates are prepared on the basis of information contained in the agreements of grants and information on disbursements etc. received from the different sources, mentioned above.

105. In the case of US Aid, the budget is prepared based on the amount already lying in Deposit Account of SBP, Karachi. A sum of Rs.180 million is annually allocated for TAS and appropriated against Demand “Current Expenditure of EAD.”, after obtaining concurrence of the Finance Division.  NIS to this effect is furnished to the FA’s Organization for endorsement and is provided to Finance Division for inclusion in the B/E.

106. No actual expenditure is incurred against this allocation but the amount is charged off against the budget through book adjustment by the AGPR annually during the first quarter of the financial year on the advice of the EAD. This process would be continued till the balance available with SBP is exhausted. 

Regularization of Savings/Excesses in Appropriation Accounts and Material for Public Accounts Committee

107. The actual expenditure under all the sub-heads of the Demand for “Development Expenditure of EAD” and the Head “Technical Assistance Scheme” are reviewed in the month of April and the expenditure likely to be accounted for under these heads are assessed. In case the position of expenditure is clearly known, then the amounts to be re-appropriated/ surrendered are calculated precisely and the orders to this effect are issued to the AGPR, Islamabad before15th May of the relevant financial year, with the approval of the PAO/Finance Division. 

108. The demand “External Development Loans and Advances by the Federal Government” is of unusual character as the:

a. Amounts disbursed by the foreign donors is treated as expenditure of the Federal Government;

b. There are chances of excess or less disbursement than the B/E;

c. Excess disbursement would entail excess expenditure and vice versa;

d. In case of excess disbursement, responsibility of seeking the Technical Supplementary Grant [TSG] lies with the respective EA;

e. In case of less disbursement [expenditure], responsibility of surrendering the savings also lies with the respective EA;

f. B/E are finalized by the PCMs/APCC/NEC based on the demand of the respective EAs;

g. The DPs make disbursements directly to the respective EAs;

h. The EAD coordinates disbursement data which is based on the disbursement advices of the DPs/EAs/SBP/NBP;

i. Accordingly, the EAD has absolutely no control over the operation of this Demand.

109. The Skeleton Appropriation Accounts in respect of above demands are furnished to EAD by the AGPR. The Superintendent and Accounts Officer checks thoroughly figures of final grants and actuals incorporated in the Skeleton Appropriation Accounts. Reasons for variations, if any, are explained which are approved by Director of Accounts.  A copy of the Skeleton Appropriation Accounts is returned to the AGPR, after recording reasons for variations. The discrepancies in final grants and actuals, if any, are taken up with the AGPR and resolved expeditiously.

110. Material for PAC in respect of the above Demands is prepared by the Accounts Directorate. The observations in printed Appropriation Accounts and Audit Reports and also observations of PAC contained in their published reports [or any other observations communicated otherwise than through printed books and reports] are examined and appropriate replies are got approved by JS/Chief.  The approved material, prepared on the prescribed format, is sent to F&A Section, EAD for inclusion in the consolidated brief and final approval of the Secretary.

xi- Reconciliation with AGPR

111. Reconciliation with the AGPR is carried out on monthly basis in respect of expenditure against the Demands “External Development Loan and Advances by the Federal Government”, “Development Expenditure of EAD” and Technical Assistance Scheme”. The departmental figures of actuals are collected from Register of Advices issued to the AGPR and advices received from SBP and verified with the figures booked in the accounts [Abstract of concerned TAD Section] by the AGPR, Islamabad. The discrepancies are brought out in the Reconciliation Statement showing the departmental figures, audit figures and variations. Copies of reconciliation statements duly signed by the Accounts Officer, EAD and Accounts Officer, AGPR are provided to the concerned branches i.e. Foreign Aid Section & CAA Section of the AGPR, and F&A Section, EAD. 

xii- Export Credits extended by Pakistan: 

112. Export Credit Section of the Accounts Directorate deals with the implementation of terms of Agreements under Export Credits extended by Pakistan. The procedure to be followed and checks to be exercised are as under:

a. After completion of the negotiations with the borrowing country, the draft agreement is prepared by the concerned PS and got vetted from the Ministry of Law and Human Resources and other relevant Ministries/Divisions. The clauses regarding disbursements and re-payments are also scrutinized by the Export Credit Section to see that the same are in accordance with the prevailing accounting procedure. Any observation in the clauses regarding disbursement, repayment and interest rate will be brought to the notice of the concerned PSs for proposing amendment in the draft agreement, if deemed necessary.

b. The PSs furnish a copy of signed agreements to the Accounts Directorate where it will be placed in the file opened by the Assistant.

c. After careful study of the Agreement/MOU, the following information is recorded in the ledger account:

i. Name of borrower;

ii. Agreement No;

iii. Date of Agreement;

iv. Name of the supplier/service providing Department./ Firm;

v. Brief description of exports;

vi. Amount committed;

vii. Terms of disbursement to the local suppliers;

viii. Repayment period;

ix. Grace period;

x. Rate of interest;

xi. Penal interest;

xii. Base rate of SDR [if applicable];

xiii. Due date for payment of principal/interest;

xiv. Periodicity;

xv. Date of 1st shipment;

xvi. Date of 1st/last disbursement;

xvii. Amount disbursed; and

xviii. Any other important information.
Budgeting

113. As per prevailing practice, the required amount for disbursement of the export credits is budgeted under Demand of the Finance Division “Other Loans and Advances by the Federal Government”.  
114. The amounts of expected disbursements of the current and subsequent financial year are collected from the concerned PSs. The Superintendent is personally responsible for issuing necessary circular to the PSs and ensuring that the required information is timely received. The disbursement data, thus received, is examined thoroughly and carefully by the AO. Based on the said information, B/E and R/E are prepared by the Superintendent and checked by the AO/Director Accounts. After completion of the task, report embodying the B/E and R/E would be sent to the Finance Division for inclusion in their Demand “Other Loans and Advances by the Federal Government”.

Disbursement
115. The following procedure is normally adopted for the disbursement of export credits:

a. Disbursement is made with the prior approval of the Secretary, EAD to the local supplier in Pak Rupees and in foreign currency to foreign firm, if any, on behalf of the borrowing country in accordance with the terms and conditions of the Agreement/LC.

b. On receipt of withdrawal notice from the borrower, the dealing Assistant would submit the case to the Accounts Officer/Director of Accounts and the case will be processed for seeking approval of the Secretary, EAD  and Finance Division.  The payment authority for release of the proposed amount to the supplier will be issued accordingly.

c. On payment in Pak Rupees, SBP would convert the amount into US $ at the prevailing Exchange Rate.  On receipt of advice from SBP, the Superintendent will enter this amount in the Ledger Account in chronological order.
d. All transactions of disbursement would be carefully recorded to see that the total disbursement do not exceed the committed amount.
Recovery
116.  Recovery of the amount from the borrowers on due dates is very important and due vigilance is to be exercised by the dealing staff. To ensure timely action, concerned Assistant will maintain a register of due dates for issuance of Demand Notices. He will submit this register to the Superintendent on 1st of each month. Superintendent will examine this Register carefully and will ensure that the Demand Notice is issued to the borrowing country at least one month before the due date of payment.

117. To ensure correct preparation of Demand Notices, following checks are prescribed for guidance:

a. The dealing Assistant would submit the file, ledger account to the Superintendent of the Section when a “Demand Notice” is due;

b. Superintendent would carefully examine all the transaction appearing in the Ledger Account;

c. Superintendent would check whether the amounts shown in the last Demand Notice have been paid on due date;

d. In case of non-payment, less payment and late payment, penal interest would also be charged if provided in the Agreement/MOU;

e. The amounts of principal, interest, penal interest and arrears, if any, will be  calculated carefully and shown in the Demand Notice by the Superintendent;

f. Superintendent/Accounts Officer would also ensure that clear and correct instructions are issued to the borrower for making payments into the correct Account No. of SBP, maintained in the Federal Reserve Bank of New York; and

g. The Director of Accounts will sign the Demand Notice before it is issued to the borrower through Ministry of Foreign Affairs.

118. On receipt of credit advice from SBP regarding payment made by the borrowing country, the following action will be taken by the Export Credit Section:

a. Concerned Assistant would link the Credit Advice with the Demand Notice and Ledger Account and would also check that the amount received is in accordance with the Demand Notice or otherwise;

b. In case of less payment, the Superintendent would further check the documents and find out the reasons for less payment, which will be highlighted in the next demand notice;

c. Thereafter, the repayments would be recorded in the ledger Account and the amount received will be adjusted in the following order: 

i. Penal interest;

ii. Interest; and

iii. Principal 

d. After recording the amount recovered, the balances of the outstanding amount will be worked out and recorded in the Ledger Account by the Superintendent and would be attested by the Accounts Officer.

119. The outstanding balances would be examined periodically by the AO/Director Accounts and if it is noticed that the borrower is defaulting and a reasonable amount has become overdue, the matter would be reported through diplomatic channels at higher level to persuade the borrower to honour its obligations.

xiii- BUDGET IN BRIEF

120. Preparation/material for the Budget in Brief pertains to the DMW as a whole.  Under the instructions of the Ministry of Finance [Budget Wing], the EAD is required to supply to the Ministry of Finance data regarding foreign loans and credits contracted by the Federal Government for incorporation in the publication “Budget in Brief” under the table of “Public Finance Statistics of Permanent Debt of the Federal Government [External Debt]” on the 15th May and the 15th August each year with the status as of 31st March and 30th June, respectively. The Budget Assistant in C&B Section, on receipt of letter from the Finance Division, will issue a letter to all of the Payment Sections dealing with Federal loans along with a copy of last report for updating and follow up till the requisite data has been received from the sections concerned. The dealing Assistant will, on receipt of data from sections, consolidate and prepare country-wise summary in the currency of loans. The budget Assistant will convert these figures into Rupees and US Dollars; and prove it by checking the totals horizontally and be checked cent per cent by the Superintendent and also reviewed by the Accounts Officer to ensure accuracy.

Estimates of debt servicing [payable in foreign exchange]

121. Besides preparation of estimates of debt servicing on account of foreign loans and credits for Rupee Budget, EAD is also required to prepare annually estimates of debt servicing of foreign loans and credits payable in foreign exchange. This requires compilation of estimates of debt servicing both for Central Loans and those directly contracted by the agencies and guaranteed by the Federal Government/SBP. The figures of debt servicing respecting foreign loans and credits contracted by the Federal Government will be adopted from the Rupee Budget excluding debt servicing of foreign loans payable in local currency and converted into US Dollars applying the parity rate of exchange. The estimates of debt servicing respecting direct loans contracted by the agencies will, however, be compiled on the basis of data received from each one of them in response to the circular letter issued by the EAD. The Budget Assistant will thereafter compile the consolidated statement showing the gross maturities both respecting federal loans and guaranteed loans, including interest payable in foreign exchange, charges on IMF drawings and debt servicing of foreign loans of less than one year maturity. The requisite statement would be prepared and furnished to the Ministry of Finance [External Finance Wing] in response to their circular.

Review of actual debt servicing against budgetary allocation

122. Budget Control Registers are required to be maintained in C&B Section to watch the progress of expenditure on account of debt servicing in rupees and foreign exchange in respect of foreign loans and credits. One register is maintained to watch the progress of expenditure of debt servicing in rupees respecting foreign loans and credits borne on Federal Government Budget and another register to watch the expenditure in foreign exchange. The C&B Section receives monthly statement of actuals from respective Payment and Accounts Sections and the dealing Assistant completes his register from these statements. He will also obtain the actual monthly payments relating to charges on IMF drawings from Finance Division and figures of actual remittance relating to Food Credits from the Food Division. The monthly actuals relating to debt servicing of foreign loans and credits borne on Federal Government will be consolidated, their progressive totals worked out and supplied to the Finance Division as and when called for reviewing the ways and means position. Monthly actuals on account of recoveries of foreign loans relent to the Provincial Governments, Autonomous Bodies and Private Sector agencies, etc. will also be collected from Account Directorate and DM Section, consolidated and supplied to the Finance Division by the Recovery Section.

Reconciliation of accounts of foreign debt with AGPR

123. In accordance with the provisions in General Financial Rules [GFR], the Ministries/Divisions are required to undertake monthly/quarterly reconciliation of figures of receipts and expenditure relating to their heads. The DMW is concerned with the reconciliation of figures relating to the following heads:

a. Receipt [Disbursements] of foreign loans and credits booked in Federal Government Accounts under the head “E-03 Debt, E-033 Foreign Debt, E-03301 Permanent Debt Foreign Direct”;

b. Expenditure on account of repayment of foreign loans and credits borne on Federal Government Budget and debited to the head “0112-Dlebt servicing”;

c. Balances of foreign loans and credits reflected in “Finance Accounts” of the Federal Government for the fiscal year;

d. Reconciliation of receipts [Recoveries of debt servicing of foreign loans booked under the head “014101-Provinces, 014202-Non-Financial Institutions, 014110-Ao86 Others Loans and Advances in respect of foreign loans and credits relent to Provincial governments, Statutory Bodies/Corporations of the Federal and Provincial governments, Financial Institutions and Private Sector Agencies];

e. Reconciliation of expenditure booked under head “A 072-Interest on Foreign Debt” on account of service payments made on foreign loans and credits borne on Federal Government Budget;

f. Reconciliation of receipts on account of recoveries of interest charges, guarantee commission, etc. in respect of foreign loans and credits credited under the head “1130 – Interest”; and

g. Reconciliation of expenditure booked under the head “A 102- Repayment of Loans-Foreign”. 

124. The C&B, Recovery and Account Sections are responsible to carry out periodical reconciliation of actuals relating to above heads with the figures booked by the AGPR, Islamabad, point out discrepancies in figures of departmental accounts and those accounted by the AGPR, ensure timely rectification/adjustments before the accounts for the year are closed sets of accounts. The dealing Assistants of C&B Section will, on the basis of actuals recorded in Budget Control Register, the dealing Assistant of Recovery Section on the basis of statements of recoveries and dealing Assistant of the Account Section on the basis of invoices of disbursement received from the SBP, DPs, PSs and R&S Wing undertake reconciliation periodically and submit monthly/quarterly progress report to Branch Officer/Director and endorse a copy of the Progress Report to the SO [F&A]. The dealing Assistants of the above  Sections will, at the end of the fiscal year, review the reconciliation undertaken during the year, ensure that the discrepancies pointed out have been rectified and there is complete agreement between the Departmental and Audit figures. Joint Note of reconciliation for each head will be signed and copies supplied to SO [F&A] for record and reporting progress to Public Accounts Committee [PAC] and the Finance Division.

Reconciliation of expenditure in foreign exchange with the SBP

125. Transactions relating to disbursements and service charges payable in foreign exchange in respect of foreign loans and credits are compiled by the Central Directorate, Statistics Department, SBP, Karachi. Copies of Computer Listings of expenditure booked on the basis of advices issued by the Payment Sections, EAD, are supplied to C&B Section of EAD by the SBP for reconciliation/acceptance. The dealing Assistant of C&B Section will keep watch on receipt of Computer Listings from the SBP and reconcile those with figures consolidated in Budget Control Register. The discrepancies in the figures of actuals as per record of C&B Section those recorded in Computer Listings by the SBP as also reflected in quarterly Balance of Payments Statements brought out by the SBP, Karachi, will be pointed out for rectification. Final reconciliation of actual expenditure incurred by the EAD in respect of debt servicing of foreign loans and credits will be carried out with the SBP, Karachi so that the reconciled figures are reflected in annual Balance of Payments Reports before their finalization.

Appropriation Accounts Relating to Appropriations “0112-Debt Servicing”

126. On the basis of the Budget Estimates, Supplementary Grants, Re-appropriation/Audit Orders issued regarding regularization of savings/excess, the figures of final appropriations are received from AGPR for acceptance in respect of Appropriations “Foreign Loans Repayment” and “Servicing of Foreign Debt”. These figures are to be reconciled and accepted by C&B Section on the basis of their own record and formal acceptance letter issued to the AGPR. Similarly, the figures of actual expenditure booked in the accounts of the AGPR and reconciled with the departmental accounts are conveyed in “Skeleton Appropriation Accounts” by the AGPR in respect of the two Appropriations referred to above. These figures are also to be reconciled with actuals on record of EAD as already reconciled before the close of accounts for the respective fiscal year and explanation for the variations given. These are accepted if reconciled with the record of the EAD. If discrepancies in figures of final appropriation as also of actual expenditure are noticed in the “Skeleton Appropriation Accounts” these have to be pointed out by C&B Section for rectification by the AGPR before Appropriations Accounts for the respective fiscal year are finally printed.

Data on Central Borrowings for IMF Questionnaire

127. The C&B Section is required to provide data on debt servicing [actual as well as B/E and future projections] to the Finance Division for use by the SBP and the IMF.  A reference is received almost quarterly from the Finance Division along with the questionnaire explaining the nature and requirements of the data. The requisite material is compiled by the C&B Section on the basis of information received from respective Payments & Accounts Directorates, R&S Wing and the CC and supplied to the Finance Division within the stipulated period.

d. DM Section
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	No. of Posts

	Section Officer
	Assistants

Steno Typist

Naib Qasid
	1
1

1


128. The functions of the DM Section are as under:

a. Analysis of loan/grant agreements;

b. Assembly/senate questions;

c. Miscellaneous assignments and overall coordination work pertaining to the DMW; and

d. Review policy regarding re-lending terms of foreign loans and credits. This requires analytical review of the lending rates applicable within the country on commercial borrowings and those prevailing in the international market. In the light of these developments the policy on re-lending terms has to be kept under the constant review and devised for various sectors and industries.
129. In June, 1961, the Finance Minister directed that terms on which foreign loans are to be relent should be examined and standard policy laid down to regulate such terms with the following objectives:

a. To adopt uniform policy for applying re-lending terms and remove disparity between different interest rates and redemption periods available from the various lenders;

b. To ensure that projects of the same type financed from various credits are not required to bear widely different interest rates; and

c. To regulate benefit of low interest rate for commercial enterprises.
130. A working group was set up by the Ministry of Finance to study the question and on recommendations of the working group standard re-lending terms were approved by the Economic Coordination Committee of the Cabinet [ECC]. The re-lending policy approved by the ECC from time to time is embodied in circular letters issued by the EAD [Appendix-II].  Currently, the relending policy approved in 1997 is under revision and will be made part of the Manual as and when approval is accorded by the ECC.
b) Rescheduling Directorate
	Particulars
	No. of
 Posts

	Director
	Steno Typist

LDC

Naib Qasid
	1

1

1

	Rescheduling–I Section
	Accounts
 Officer
	Superindendent

Assistants

Steno Typist

Naib Qasid
	1

3

1

1

	Rescheduling–II Section
	Accounts
 Officer
	Superindendent

Assistants

Steno Typist

LDC

Naib Qasid
	1

3

1

1

1


XII. FUNCTIONS:

1) Functions of the Rescheduling Wing are as under:
a) Negotiations with DPs on debt relief arrangements involving settlement of terms and conditions applicable to consolidation of debt, compilation of maturities and their reconciliation [with the DPs] on which relief is allowed, settlement of text of agreement in consultation with the Law Division and the Finance Division [External Finance Wing];

b) Analytical review of the terms and conditions of consolidation arrangements to see that the grant element envisaged in the consolidation/relief arrangements is within the framework of the Multilateral Agreement agreed to with the Paris Club/World Bank, etc;

c) Preparation of briefs/summaries for the Secretary/Finance Minister/Prime Minister on negotiations held with the DPs for seeking approval of the terms and conditions extended by the DPs on debt relief arrangements.

d) Policy issues relating to rescheduling of external debt;

e) Assessment of requirements for rescheduling of external debt and preparation of material/data for Paris Club Meetings [if any in future] for seeking debt relief;

f) Follow-up action in the light of Agreed Minute of Paris Club Meetings and issuance of Aide Memoir/request to bilateral creditors;

g) Scrutiny of draft agreements furnished by the bilateral creditors, reconcile the debt data, negotiate terms and conditions and moratorium interest, etc. of Paris Club and Non-Paris Club countries. Finalize the agreements both for Official Development Assistance [ODA] and non-ODA with each of the bilateral creditors or their appropriate institutions with the consultation of the Finance Division and Law Division;

h) Ensure proper and effective implementation of all clauses of rescheduling agreements in the best interest of the country; 

i) Preparation of varied nature of information/material on rescheduling of external debt of Pakistan required for different policy issues/decisions by the Government, visiting IMF, World Bank and ADB Missions, Official Publications, Budget purposes and National Assembly/Senate Questions, etc;

i- Background/History of Rescheduling of External Debt
2) Pakistan raised the issue of its growing debt servicing liability in May, 1968 at the eleventh meeting of the Consortium. The World Bank circulated a staff paper entitled “Review of External Debt Position of Pakistan” to Consortium members in May, 1969. The issue of affording debt relief to Pakistan remained more or less in crisis and its debt-servicing problem was further aggravated by events in 1971. As such Pakistan was compelled to apply a moratorium on its debt-servicing on credits obtained under official auspices falling due for payment during the period from May 1, 1971.

ii- Interim & Short-Term Debt Relief [01-05-1971 to 30-06-1974]

3) Pakistan’s debt problem was deeply examined by the Consortium. It was recognized that, in order to prevent a critical debt position developing in the early or mid 1970s, steps should be taken early, improving the terms of future aid. It was further recognized that, if Pakistan were to sustain an adequate rate of economic growth, it would require a substantial increase in the amount of capital inflow on concessional terms, enabling it to avoid borrowing on hard-terms. The problem, however, acquired a new disposition and urgency after the separation of former East Pakistan in December, 1971. 
4) A short-term debt rescheduling was agreed upon in May, 1972, followed by a second short-term arrangement covering the period up to June, 1974. These Agreements provided debt relief of $340.561 million, comprising $233.766 million for May, 1971 to June, 1973 and $106.795 million during 1973-74, respectively at 56 per cent of the debt servicing falling due during the period. The rescheduled debt was to be repaid over a period of 3 years with interest not exceeding the weighted average of 5 per cent.
5) Under the Agreement on short-term debt relief arrangements concluded with the World Bank on behalf of the Consortium countries, the Government of Pakistan agreed to have relief from creditors outside the Consortium on comparable debt on terms not less favourable than that allowed by the Consortium creditors. Agreements providing short-term debt relief on maturities due during the period from 01-05-1971 to 30-06-1974 were accordingly concluded with all the Non-Consortium countries.
iii- Debt relief Arrangements [1974-1978]

6) The member countries of Aid-to-Pakistan Consortium, under the Multilateral Agreement of 28th June, 1974, agreed to provide debt relief of approximately $650 million over a period of 4 years [01-07-1974 to 30-06-1978].  The relief was approximately $175 million for each of the first three years and $125 million in the fourth year at the following percentages for each year:

	1974-75
	1975-76
	1976-77
	1977-78

	71%
	61%
	61%

[Subsequently raised to 66%]
	55%

[Subsequently raised to 58%]


7) As compared with the agreed figures of $ 650 million, actual debt relief provided under the above arrangements amounted to $670.215 million. The increased relief represented compensation at a discount factor of about 10% in cases where certain countries provided relief subsequent to the year during which it was due.

8) The Multilateral Agreement provided that the terms of relief which would be negotiated bilaterally should be the following:
a) Interest rate 2.5 per cent or less;

b) Repayment period of 30 years including 10 years grace period or more; and

c) The minimum grant element of any such arrangement would be 62 per cent at the interest rate and repayment period mentioned above.
9) Most of the countries provided relief on the specific terms mentioned in the Multilateral Agreement of June 28, 1974. The exceptions were as under:
a) UK provided to Pakistan debt relief with grant element of 100% by write-off of payments due on official debts during 1974-75 and 1975-76 and by providing grant equivalent to the debt relief share for 1976-77 and      1977-78;
b) Sweden waived off the entire debt service payments due during 1974-75 to 1977-78 on all Development Credits;
c) The Netherlands provided debt relief on official debt payments according to the prescribed percentage by outright write-off of payments and by consolidation/rescheduling maturities of export credits according to the prescribed percentages. This yielded grant element of about 75%. Besides, additional relief was provided on balance of maturities of official debts by waiver of payments amounting to HFL17.207 million and through provision of additional untied loans on IDA terms amounting to HFL5.2 million during the calendar years 1976 and 1977;
d) Belgium provided additional aid on soft terms, with grant element of 78%, for debt repayment; and
e) USA charged interest rate of 2.15%.
10) The Non-Consortium countries also provided debt relief on comparable debt amounting to $37.714 million through consolidation/rescheduling while certain Socialist Countries agreed to the adjustment of debt servicing against the barter balance.
iv- Bilateral Debt Relief beyond 1977-78

11) Although Multilateral Agreement for debt relief beyond 1977-78 could not be reached, Belgium, Japan, Netherlands, Sweden and UK [Consortium members] and Denmark, Switzerland, USSR and Iran [outside Consortium] provided debt relief bilaterally amounting to $136.3 million in 1978-79 and $90.1 million in 1979-80.

v- Debt Relief Arrangements [15-01-1981 to 14-07-1982]
12) In the special meeting of the Aid-to-Pakistan Consortium held in Paris on January 13, 1981, Pakistan’s request for rescheduling its external debt service obligations was considered and a Memorandum of Understanding was signed on the 14th January, 1981.
13) In accordance with the provisions of the above Multilateral Agreement of January 14, 1981, 90% of the payments of official [concessional] loans contracted by Pakistan before July 1, 1980, falling due during the period from January 15, 1981 to July 14, 1982 were rescheduled or refinanced on terms and conditions carrying overall grant element of 55%.

vi- Debt Relief under Paris Club Arrangements
14) 
Consequent upon imposition of aid embargo in May, 1998 Pakistan, suffering from debt servicing problem, had to go to Paris Club for seeking debt relief/debt rescheduling. Since then, Pakistan had approached the Paris Club thrice and sought debt relief/rescheduling on its external bilateral debt.

vii- Paris Club Agreed Minute-I [PC-I] signed on 30-01-1999 

15) Under PC-I Arrangements, debt amounting to $2.4 billion was rescheduled, comprising debt service maturities due during 01-01- 1999 to 29-02-2000 [including debt service payments arrears from July, 1998] on the following Terms and Conditions:
a) ODA debt was repayable in 20 equal and successive semi-annual installments over a period of 20 years including 10 years grace period and carried an interest rate at least as favourable as original concessional rates and in any case not higher than the Appropriate Market Rate.
b) Non-ODA debt was repayable over a period of 15 years in semi-annual installments according to the payment schedule given in the Agreed Minute, commencing from 01-07-2003 and ending on 01-01-2018 at an appropriate market interest rate.

viii- Paris Club Agreed Minute-II [PC-II] signed on 23-01-2001 

16) Under PC-II Arrangements, debt relief  amounting to $1.7 billion was provided by the creditor countries through re-financing or rescheduling on debts contracted up to 30-09-1997, having maturity of more than one year covering arrears as of 30-11-2000 and maturities due during the period from 01-03-2000 to 30-09-2001, on the following Terms and Conditions:
a) ODA loans was repayable in 20 equal and successive semi-annual installments over a period of 20 years including 10 years grace period and carried an interest rate at least as favourable as original concessional rates and in any case not higher than the Appropriate Market Rate.
b) Non-ODA debt was repayable over a period of 15 years in successive semi-annual installments according to the percentages given in the Agreed Minute commencing from 01-11-2004 and ending on 01-05-2019 at an appropriate market interest rate.

ix- Paris Club Agreed Minute-III [PC-III] signed on 13-12-2001 

17) Under PC-III Arrangements, Pakistan got rescheduled an amount of $12.7 billion of the bilateral public and publicly guaranteed or insured loans singed before 30.09.1997 [Pre-Cut-of date] of over one year maturity outstanding as of 30-11-2001 including the  debt service payments in arrears, accrued interest from the last interest maturity up to 29.11.2001 and the amount of  previously rescheduled debt under Memorandums of Understanding dated June 28, 1974 and January 14, 1981 as well as the Agreed Minute dated January 30, 1999 and January 23, 2001, on the following terms and conditions:
a) 100% of the amounts of Principal and Interest due and not paid as at November 30, 2001 and those falling due during December 1, 2001 to June 30, 2002 [excluding late interest] in respect of loans signed after 30.09.1997 [Post cut-off date], having an original maturity of more than one year, was deferred and will be repaid in 4 equal and successive semi-annual installments, the first one to be made on 31-05-2005 [end of the grace period] and the last one to be made on 30-11-2006 [end of the repayment period];
b) 100% of the accrued interest from November 30, 2001 to June 30, 2002 on rescheduled debt will be capitalized and repaid in 4 equal and successive semi-annual installments, the first one to be made on 31-05-2005 [end of the grace period] and the last one to be made on 30-11-2006 [end of the repayment period];
c) 20% of the accrued interest from July 1, 2002 to June 30, 2003 on rescheduled debt will be capitalized and repaid in 4 equal and successive semi-annual installments, the first one to be made on 31-05-2006 [end of the grace period] and the last one to be made on 30-11-2007 [end of the repayment period];
d) 20% of the accrued interest from July 1, 2003 to June 30, 2004 on rescheduled debt will be capitalized and repaid in 4 equal and successive semi-annual installments, the first one to be made on 31-05-2007 [end of the grace period] and the last one to be made on 30-11-2008 [end of the repayment period];
e) ODA rescheduled debt of $8.8 billion would be repayable in 46 equal and successive semi-annual payments over a period of 38 years, including 15 years of grace period. The first payment to be made on May 31, 2017 [end of the grace period] and the final payment to be made on November 30, 2039 with interest rate at least as favourable as original concessional rates applying to consolidated loans and in any case not higher than the Appropriate Market Rate. 
f) Non-ODA rescheduled debt of $3.9 billion would be repayable in 36 equal and successive semi-annual installments according to the percentages given in the Agreed Minute over a period of 23 years, including 5 years of grace period. The first payment to be made on May 31, 2007 [end of the grace period] and the final payment to be made on November 30, 2024, at an appropriate market interest rate. 
g) Out of rescheduled amount, payment of $ 109.1 million was deferred in respect of Post cut-off date loans. The deferred amount was repayable in 4 consecutive equal semi-annual installments starting from May 31, 2005 and ending on November 30, 2006.
18) Out of rescheduled debt, an amount of $1562 million has been written off/cancelled, as tabulated below:

	Country
	Amount [$ Million]

	Netherlands
	14.4

	Denmark
	18.4

	UK [CDC]
	33.4

	USA
	1495.4

	TOTAL
	1561.6


x- Procedure/Preparation of case for Debt Relief
19) The case for relief on debt service payments for consideration of the Paris Club is prepared on the following basis:
a) Projection of debt service payments is prepared on loans contracted up to June of last year on the basis of actual terms applicable to each loan;
b) Projection is made separately for disbursements expected against new pledges on the basis of average terms applicable to the Paris Club Creditors, Non-Paris Club Creditors, World Bank Group and OPEC/Islamic Countries;
c) Debt service payments, thus calculated in the currency of loan are converted into US Dollars at the rate of exchange applicable on date;
d) Balance of payments projection is prepared in consultation with the Ministry of Finance [External Finance Wing] and Planning Division and net gap which remains uncovered worked out to form the basis for debt relief; and
e) Tables of Aid Inflows, ratio of debt servicing to export earnings, inflow of ODA, inflow of non-project aid including IMF etc. are updated.
20) In the light of all above, Economic Memorandum is written, justifying the case for grant of debt relief. It is finalized in consultation with the Planning Division and submitted to creditor countries before the meeting of the Paris Club Creditors.

Preparation/Negotiations under Paris Club

I.
Documentation Required:

a) Economic Memorandum which is discussed in more detail in a separate session.
b) Evidence of IMF supported program.
c) Reconciled debt schedules. 
d) Official request, previous terms obtained and the terms proposed.



II.
Chairman of Paris Club

a) Chairman of the Paris Club fixes date of meeting and informs all participating creditors, observes and the debtor country.

b) Participating creditors, observers and the debtor country attend the meetings.

c) Chairman welcomes participating creditors, observers and the debtor country representatives and makes a brief statement on the debtor country’s request for debt relief.
III.
Debtor Country, IMF, World Bank

a) The Chairman Paris Club asks head of the debtor country to make his request to the Paris Club.

b) Head of the debtor country outlines economic imbalances, default and reasons for
 it and request for debt relief and terms proposed.

c) The IMF highlights major aspects of economic program, financing needs and need for debt relief.

d) The World Bank outlines both economic and public sector management, reasons for default and need for debt relief.

IV.
United Nation Conference on Trade and Development [UNCTAD] and Further Clarification 

a) UNCTAD argues that:
i) Debtor country is a poor country; 
ii) Impact of huge debt cost is affecting its social services; and
iii) Country needs debt relief to achieve millennium goals. 

b) The Chairman inquires participating creditors and observers whether they would like any further clarification form the debtor country. 

c) Typical questions are asked relating to macro economic performance, financial and judicial reforms, democratization, human rights, corruption and good government issues, etc.
V. 
Issues for Negotiations

a) Chairman leads the debtor country to a separate room. 

b) Creditors and observers are left in the main conference hall and negotiations begin.

c) Issue of “cut off date” is major item in negotiations agenda of the country going to Paris Club for the first time.

d) Previous rescheduling [contentious issues for discussion].

e) Previously rescheduled debt, post cut off debt and arrears.

VI.
Negotiations, Counter Proposals

a) There is no direct negotiation between the creditors and the debtor. 

b) The Chairman conveys decisions and counter offers.

c) Once the participating creditors arrive at a decision on an issue by consensus, Chairman conveys decision on a piece of hand written paper to the debtor country delegation. 

d) The debtor country discusses issue, accepts it or comes up with a counter proposal.

e) The Chairman again conveys to the creditors. 

VII.
Finalize Negotiations and Sign Agreed Minute

a) Iterative process of negotiation goes on until all issues of concern to both parties are resolved. It can take quite a long time, even 24 hours. 

b) At end of the meeting, Agreed Minute is signed by the: 

i) Chairman of the Paris Club;

ii) Head of the debtor country’s delegation; and 

iii) The participating creditors.

xi- Bilateral Agreements

21) Signing of Agreed Minute paves the way for governments of the concerned creditor countries to negotiate and sign bilateral agreements with the debtor country.  In practice, bilateral agreements are the vehicle to deliver what has been agreed upon in the Agreed Minute. 
a) In the light of Agreed Minute, the debt relief proposal is prepared in the form of an Aide Memoir, wherein the creditor country is formally requested to provide the debt relief due from it.

b) The Aide Memoir is presented to the Ambassador of the creditor country and a copy is simultaneously forwarded to the Pakistan Ambassador in the creditor country to pursue the case with the concerned authorities for early finalization of the debt relief arrangements. Copies of the Aide Memoir are also forwarded to the Director Payments, DMW, EAD for withholding the payments proposed for rescheduling and to the respective policy section of the EAD for information. In the case of Japan, Exim Bank of Japan is also to be requested separately for postponement of the payment of maturities proposed for rescheduling.

c) The reaction of the creditor countries to which the debt relief proposals have been made will be watched for 4 to 6 weeks and then Pakistan Mission in the creditor country or the representatives of creditor countries in Islamabad will be requested to intimate the progress of the case.

d) In case creditor countries point out variation in the amount of debt servicing specified by Pakistan, the figures will be rechecked with the amortization schedules/demand notices received from the creditor country/agency, disbursed and outstanding amounts on the prospective date and then the differences reconciled. In case the payment schedules have been revised, their copies will be obtained from the creditor countries. For variations in the amounts of interest, the same are to be rechecked keeping in view the rate of interest, the number of days involved and debt service payments reconciled/finalized. 

e) After the reconciliation of debt servicing figures and of the maturities selected for debt relief, the draft agreement furnished by the creditor country is examined with reference to the agreed figures of debt servicing, terms and conditions and the agreed percentage of debt relief for the year. It should be particularly seen that not only the quantum of relief is fully provided by each of the country but the terms and conditions of Debt Relief/Consolidation Agreements also secure the required grant element envisaged in the Agreed Minute. 

f) If the draft of the Agreement has not been furnished by the creditor country, a draft of the Agreement will be prepared in line with the previous agreement and forwarded through the Embassy in the creditor country or through the representatives of the creditor countries in Islamabad for approval of the creditor country.

g) The draft of the agreement finalized between the two sides will then be sent to the Finance Division for their comments and the Law Division for their legal advice. On receipt of the clearance from the Finance Division and the Law Division, acceptance of draft agreement is communicated to the Ambassador of the creditor country.

h) “Full Powers” in favour of Pakistan’s Ambassador for signing the agreement will be obtained through the Ministry of Foreign Affairs and conveyed to the Ambassador for presentation to the creditor country. These should be forwarded to the Pakistan Ambassador well in time to enable him to sign the agreement.

i) If Pakistan delegation is required to visit a creditor country for finalization of the debt relief agreement, a comprehensive brief supported with full documents will be provided. The brief should be complete in every respect so as not to leave any information necessary for negotiations/reconciliation of figures and conclusion of the agreement.  It must contain:
i) the evidence of figures of debt servicing;

ii) the amount to be rescheduled;

iii) payment schedules; 

iv) working sheets of calculations, etc;

v) copies of the previous agreements [if any];

vi) a copy of the draft of the Agreement;

vii) legal clearance; and 

viii) a copy of “full Powers”. 
j) In case the agreement is to be signed in Pakistan, two sets of fair copies of the Agreement on summary paper should be typed on Electric Typewriter and compared in collaboration with the staff of the Embassy of the creditor country. The Secretary, or in his absence the Addl./Joint Secretary, would sign the Agreement on behalf of the President of Pakistan as provided under the Rules of Business.
k) After the conclusion of the Agreement, its copies should be made out and circulated to all concerned according to the standing instructions. Three copies of such agreements will be supplied to the World Bank Representative in Islamabad. The obligations arising out of the Debt Relief Agreement should be kept in view and fulfilled in time for implementation of the agreement such as transmission of the legal opinion/promissory notes and specimen signatures of the officer designated for implementation of the agreements, payment of the maturities not rescheduled, reconciliation of the figures by the banks of both sides, etc. 
l) The agreements which are concluded with the Non-Paris Club countries require reconciliation of figures between the designated banks of the two sides within the stipulated period. It should be ensured that these requirements will be fulfilled within the stipulated period.

Maintenance of Calendar of Returns and Forms
A calendar of returns is maintained in the DMW, ensuring smooth working and enhancing efficiency through monitoring the receipt of the incoming returns and dispatch of outgoing returns on scheduled dates [Appendix–III] and maintaining debt record on specified proforma [Appendix–IV].
c) IT Wing or Computer Centre [CC]:
ORGANOGRAM:

[image: image4]
XIII. Functions
1) The CC is responsible for maintaining an up-to-date data bank of foreign aid [loans/grants].  The sheer magnitude of the debt recording and maintaining such an enormous database, by recording all loans/grants transactions, needs a user friendly computerized debt Management Information System [MIS] which is facilitated by using software that is adequate for both debt recording and analysis.  The EAD has been using DMFAS for the purpose.

2) Functions of the CC are of two types: Functional and Technical, which are briefly explained below:

Functional:

a) Maintaining external debt database through “Debt Management and Financial Analysis System [DMFAS]”;
b) Liaison with UNCTAD’s DMFAS Team;
c) Collection, compilation and entry of fresh commitments [loans/grants], disbursements, interest payments and repayment transactions;
d) Codes to designate DPs, EAs, economic sectors, use of funds, etc;

e) Making debt-servicing projections;
f) Generation of the user-defined and pre-defined Reports;
g) Downloading of daily exchange rates, LIBOR and CIRR rates from the respective web-sites and making adjustments into the DMFAS;
h) Data downloading from the secure websites of World Bank, ADB and other financial Institutes;
i) Provision of external debt data to World Bank/IMF under debtor Reporting System;
j) Verification and validation external debt data with DPs; and
k) Calculation of the Grant Element of external loans, Net Present Value of debt stock, and debt indicators. 

Technical:

a) Provision of Technical Support on user end as and when required;
b) Network Administration, Database Administration and Webpage publishing;
c) Event Management and Support i.e., installation and configuration of Network, Internet on ad hoc basis on events like WIEF, PDF , JMCs and JECs;
d) Maintenance of the EAD’s Intranet;
e) Support in creation and demonstration of Multimedia Presentations; and
f) Customized software development [as and when required].

XIV. Job Description:
1) The job description of Officers/officials [Assistant Programmer, Network Administrator, Computer Supervisor, Computer Operator, data Processing Assistants, and Data Entry Operators] of the CC are briefly given in a tabulated form:
	Assistant Programmer
	a. Development of customized software on need to need basis;

	
	b. EAD’s web page development through E-Government Directorate;

	
	c. Maintenance of EAD's Intranet;

	
	d. Updating of web portal of EAD regarding new trainings and other events; and

	
	e. To arrange training programme for officers / officials of EAD.

	Network Administrator
	a. Ensuring sustainability of networking of the EAD;

	
	b. Management of applications, data integrity and security;

	
	c. Coordination of Audio/Video Recording in International conferences;

	
	d. Web/E-mail Accounts Portal Management and configuration for EAD Officers/Officials;

	
	e. Monitoring of virus updating, Proxy Server, Network clients & shared printers 

	
	f. Management of Multimedia Presentation and Video Tapes CD Conversion for various EAD’s events; and

	
	g. Establishment/management of Wireless Network. 

	Computer Supervisor
	a. Downloading of daily exchange rates, LIBOR and CIRR rates from the respective websites and making adjustments into the DMFAS;

	
	b. Reports of World Bank's DRS;

	
	c. Generation of Debt Servicing Projections;

	
	d. Overall supervision of databank; 

	
	e. Verification of GE of foreign loans & Present Value of debt stock;

	
	f. Generation of user defined reports on demand.

	Computer Operator
	a. Calculation of GE of foreign loans & Present Value of debt stock;

	
	b. Generation of user defined reports; and

	
	Keeping record of daily credit advices from SBP and their distribution to relevant Data Processing Assistants.

	Data Processing Assistants
	a. Entries of General Information of New Loans/Grants,  

	
	b. Maintaining back-up of data base;

	
	c. Coordination with DMFAS team to rectify technical problems, if any; and

	
	d. Regular recording of disbursements and debt-service Payments.

	Data Entry Operator
	a. Provision of assistance for trouble shooting of LAN;

	
	b. Maintenance & trouble shooting of computers [hardware & software];

	
	c. Assists the Computer Supervisor for collection, compilation and organization of the documents related to new agreements, cancellations, disbursements and repayments; and

	
	d. Facilitates the Senior Management for Multi-media support


XV. Working Procedure / Methodology:
2) Collection, compilation and recording of aid data is a most critical, complex and tedious job. Data is to be extracted from various sources: loan/grant agreements, general conditions, DPs invoices, SBP, input from the PSs and EAs.  Proper record of foreign debt is the key for effective DM.  Comprehensive & timely debt data is required for active DM in order to assessing possible debt crisis & problems at an early stage.  The CC maintains a complete inventory of external debt by:
a) Recording basic details and terms of loans/grants as contained in the agreements;
b) Recording actual transactions of disbursements and debt service on a transaction by transaction basis;
c) Identifying loans where debt service is in arrears, etc.
3) CC records complete data input for the data bank, in particular the following information of each and every loan/grant:
	Particulars
	Description

	A:     Details of Borrowing Instrument

	Project Title
	The name under which loan/grant agreement has been signed

	Project Number
	Loan/Grant number mentioned in the agreement

	Type 
	Loan or grant

	Date
	· Signing Date;

· Effective Date;

· Closing Date – original; and

· Closing Date – revised [if any]

	Currency of Commitment [CC] and Payment
	· Original currency in which loan/grant is committed; and
· Currencies of Disbursements and Repayments

	Amount committed
	· Original amount committed in CC; and

· Revised amount [after cancellation or enhancement, if applicable]

	Tranche
	Whether single currency or multi-currency, single tranche or multi-tranche

	Borrower
	Federal Government, Autonomous Bodies, Private Sector

	Administrative Ministry
	Name of  the line ministry/division responsible for the project sector

	Executing Agency
	Agency in charge of executing/implementing the project

	DP Name
	Country/Agency giving loan or grant

	Type of DP
	Multilateral, Bilateral [Paris Club, Non-Paris Club], etc

	Disbursement Agency
	If different from lender

	Guarantee Status
	Borrowing by corporations or the private sector guaranteed by the government

	Economic Sector
	Economic Sector receiving funds

	Kind of funds
	Project or Non-Project

	Purpose [use] of funds
	To finance Project, commodity imports, programme, BOP support, food, Short-term credits, earthquake, etc.

	B:     Disbursements

	Disbursement Period
	Period during which disbursement has to take place

	Method of Disbursement
	Such as direct disbursement or re-imbursement

	Actual Disbursement
	Currencies and amount of each disbursement taking place

	C:     Borrowing Terms

	Interest:

1. Interest Type

2. If Variable

3. Interest Period

4. Basis for interest calculations

5. Months

6. Days
	1. Fixed or variable

2. Specify interest base/reference and margin spread

3. Dates of Payments

4. Daily/monthly/semi-annual/annual

5. Actual number of days or 30 days month

6. 360 or 365 days in a year

	Commitment Fee
	On undisbursed amount [full or partial]

	Other Fees
	Such as front-end fee, management fee, etc

	Penalty Fee
	Charges for late payment of principal /interest, etc

	Principal Repayments:

1. Maturity

2. Type of Repayment
	1. Repayment Period/profile

2. Bullet/equal/annuity based, etc

	D:     Actual Debt-Service Payments

	For each payment [of interest, principal, other charges]:
	· Date;

· Original Currency and currency of transaction;

· Amount of transaction in original currency, transaction currency, US dollar and Pak Rupees.

	For multi-currency loans
	Equivalent amount paid in loan currency

	E:     Exchange Rate:
	· Exchange rates on each transaction date for relevant currency vis-à-vis the Pak Rupees;

· Exchange rates for end of period [daily, weekly, monthly, quarterly, yearly]

	F:     Interest Rates:
	Prevailing variable interest rates of base/reference rate used by the DP for each interest period

	G:     Debt Restructuring
	· Changes in loan terms as a result of debt reorganization, through rescheduling / refinancing / write off, etc.

· Data required:

· Debt concerned; arrears; consolidation period.

· Debt relief terms [reschedule, write-off]

· Terms of rescheduled debt [applicable interest rate, repayment profile]

· Transactions on actual debt service payments of rescheduled debt

· Other transactions from buyback/conversion/swap


XVI. Debtor Reporting System

4) CC provides information of aid data to the World Bank, under Debtor Reporting System on Form1, 1a, 2, 3, and 4.
5) Form 1 is used for reporting the terms and conditions of each external public and publicly guaranteed debt obligation incurred during a calendar quarter with an original maturity of more than one year. Information is collected/provided on DPs name, type, and residence and is used in classifying external debt owed to official and private DPs, assessing DPs exposure, analyzing net resource flows from official and private DPs sources, and identifying Paris Club debt eligibility.  On the debtor side, borrower name and type, guarantor name, economic sector of borrower, and whether funds for debt servicing are to come from the budget of the central government are also reported on Form 1. This information is used in several ways, including measuring public and private sector borrowings, identifying uses of funds, and assessing the federal government’s debt burden.  Form 1 allows compilation of detailed information on loan terms, including interest rates and spreads; grace period, maturity, debt-service pattern, and currencies in which the loan amounts are denominated and repaid. This information is used in calculating the grant element component, projected debt service, present value of debt, and other debt and economic indicators.
6) Form 1A is used for future payments due when the terms of repayments cannot be adequately described in Form 1, and amounts rescheduled in multiyear rescheduling agreements that will become effective on future specified dates.
7) Form 2 is used for reporting the annual status of each external debt liability with an original maturity of more than one year. This annual summary report presents stock and flow information for each public or publicly guaranteed debt extant at the end of the reporting period or repaid or canceled during the period. For each debt, the amount of debt committed, undisbursed, and outstanding and disbursed is presented along with the transactions that have taken place during the year. Also presented is information on any accumulation of arrears and debt rescheduling. All amounts are reported in the currency in which the debt is payable. The report is due within three months after the end of the reporting period.
8) Form 4 is used for submitting annual information on the status of private sector external debt that has an original maturity of more than one year and that does not have a public sector guarantee.  Form 4 contains both stock and flow accounts and, for each type of debtor institution, estimated future payments of principal and interest for the first ten years following the end of the reporting period.  The required input is obtained from the SBP.
XVII. Reporting to international community:
9) The CC provides aid data to World Bank/IMF under the following arrangements:
a) World Bank’s Debtor Reporting System [DRS];

b) General Data Dissemination System [GDDS]; and
c) Special Data Dissemination Standards [SDDS]
XVIII. Grant Element [GE]:
10) GE, already explained, is the prime consideration in loan negotiations.  It is the requirement of the PSs in order to check the loan concessionality or otherwise before signing the loan agreements. PSs lack the necessary skill/technical capability to calculate the GE.  The CC does the job for them by using the following formula:

[FACE VALUE OF LOAN - SUM OF PV REPAYMENTS] × 100

[FACE VALUE OF LOAN]
XIX. Debt Stock
11) Debt stock or disbursed and outstanding debt [DOD] is the total principal outstanding that a borrower owes to creditors. DOD is at a point of time and therefore a stock concept which contrasts to flows like disbursement, principal and interest payment that are during a period.  It is arrived at by aggregating disbursements and deducting principal repayments. It is the total loan amount that has been borrowed and is yet to be returned to the creditors.
12) DOD is not an immediate claim and therefore does not affect the borrower directly. It does not include interest on the outstanding amount and is not total claim either. It is the principal amount due that has to be repaid over time as per the schedule of payment.
13) The concept of DOD is useful for assessing external debt burden of a country. It is used for inter-country and inter-temporal comparisons. The absolute level of debt doesn’t provide correct picture of indebtedness and has to be linked to macroeconomic variables like GDP to find the extent of debt burden.
14) Debt stock impinges on the economy through the problem of debt overhang. If external debt burden is high, potential investors are discouraged from investing because of the fear that debt service would make the first claim on the state’s revenue and foreign exchange reserves and the return on investments may not be realized.  The CC prepares DOD by creditors, by currency; by ODA/Non-ODA; and by maturity. 
XX. Debt Servicing Projections
15) 
On 15th of September, December, March and June, the CC makes projection of date wise debt servicing for the successive quarter. This Projection contains following details:
a) Date of  Transaction;
b) Name of Creditor;
c) Name and Number of the Loan;
d) Type of Transaction [i.e. Principal ,Interest]; and
e) Amount in currency of Payment or US Dollar equivalent. 
16) Debt-servicing projections are provided to the relevant Accounts Officer of DM Wing. The Accounts Officer will compare debt servicing demanded by the Creditors for the project debt servicing. Any discrepancy between these two will be reported to the CC for making reconciliation.
XXI. Exchange Rate Entry
17) The exchange rates for 22 currencies is collected through internet and entered into the database on daily basis. The exchange rates are entered for both the US Dollar and the Local Currency i.e. Pak Rupees. 
XXII. Generation of Reports:
18) The reports generated by the DMFAS can be classified into two main group i.e. predefined reports and user defined reports. 

XXIII. Predefined Reports: 

19) The predefined reports can be generated by passing two or three parameters to the system i.e. Loan and Tranche Id. In case of exchange rate list the starting and ending date is required for which the exchange rates are required. The predefined reports can also be generated for the set of loans set by the criteria or SQL Query.  The list of the most commonly used predefined reports is as follows:
a) Loan Information Sheet; 
b) Tranche Information Sheet; 
c) Amortization Table; 
d) Loan Account Statement; and 
e) Exchange Rate

XXIV. User Defined Reports: 

20) Different reports are required by various users for different purposes. DMFAS allows for user defined reports. These reports include Validation reports, Debt Portfolio reports, debt sustainability reports, debt stock and data flow reports, debt service reports, projected debt service reports, national accounts reports, balance of payments reports, Management reports, IMF and World Bank reports etc. The User Defined Reports can also be exported to Microsoft Excel for further analysis and Cosmetics.
XXV. Technical Support
21) The Technical support team is responsible for Service Request, Smooth running of the Network, Internet and Intranet. The Network of EAD consists of 4 Servers hooked up with more then 250+Clients/Workstations. The Windows 2000 Advance Server is used on the server side while Windows XP is installed on the client side. Installation of Oracle Developer 2000 is also required on the client end for running DMFAS.  

a) Database Administration for the Database server is also done.  Backup, Performance Tuning and Disaster Recovery Plans are the routine exercises for it.
b) The Web Portal of EAD is also updated on the daily basis for new trainings, Tenders and Job Announcements.
c) Event Management is an important responsibility of the CC. Ad-hoc based Networks, availability of internet and shared folders is also provided on the locations where events like PDF, WIEF, JMCs and JECs are held.

XXVI. Data validation and reconciliation

22) DM Wing and CC are responsible for debt validation [verify details, terms, balances, etc] and reconciliation.  Reconciliation with major DPs is most important. DM Wing and CC use reports from debt system and verifies balances on quarterly basis. For example a report may be sent to a DP asking him to verify balances as at end of specific period:
a) Amount Committed;
b) Committed Undisbursed Balance;
c) Disbursed and Outstanding Debt;
d) Principal arrears [if any]; and
e) Interest arrears [if any], etc.
23) Besides above, debt-stock is verified with the balances reflected in the “Demand Notices” provided bi-annually by the respective creditors.
d) GENERAL:   
XXVII.    Internal Inspection

The functions of DMW are of technical nature. These involve maintenance of accurate accounts of Foreign Aid [Grants and Loans], check accuracy and propriety of claims of debt service charges and authorizing remittances of external loans on scheduled dates ensuring in particular that there are neither delays in payments thus invoking levy of additional/penal interest nor any over-payments made. Similarly the cases of recoveries have to be carefully processed to ensure correct and prompt recoveries from the sub-borrowers.
2. Keeping in view the technicalities of the job and importance related to the accurate and timely payments, it is necessary that there should be an internal inspection of working of each section to ensure that checks have been properly applied and procedure regarding maintenance of accounts and operational statistic followed. A continuous internal inspection of all the sections is required to be carried out by the Office of the “Chief Finance and Accounts Officer” in such a way so that transactions relating to a particular country could be reviewed in detail as a test case every year. The inspection report is to be prepared by the said office after having preliminary discussion/replies with the Branch Officer and submitted to Secretary/Additional Secretary, and also communicated to the DMW for compliance.
XXVIII.    Capacity Building / Retention Policy

3. Analysis of diverse aspect of aid is vital to understanding the complexities of the aid negotiations, formulating strategies and undertaking analytical work/actions.  This requires knowledge and familiarity with loan operations in order to interpret loan agreements and extract basic loan details. Matching DPs priority and excellence with country’s development needs is necessary.  Development assistance is most effective if it is managed, coordinated and used in the context of national priorities.  Hence, it needs refreshment training on negotiation skills and project analysis for officers of the EAD on regular basis. Since there is a very high staff turns over in key Front Office and Back Office, a policy on the development of training and other capacity building programs in debt and aid management is necessary, with a special caution that such a capacity can be built up only over time.  A deliberate and comprehensive policy of training, retaining and rewarding quality staff is the key to success in the EDM.
XXIX. Manual Records
4. Manual records are extremely important for an effective and efficient debt management system. Even in a computerized environment, it is important to maintain manual records. No computer system can effectively be maintained without proper filing procedures of documents, correspondences and other inputs/outputs of the system. The most comprehensive source of data in the Debt Management Office is the individual debt files.

5. The back office should maintain files containing agreements, correspondence with lenders, the receipt of funds, lenders periodic debt statements, disbursement notifications, correspondence with lenders auditors [usually confirming the borrower’s agreement to specific balances outstanding at a particular point of time]. In order to bring together these debt information scattered through various manual records and files, the creation and regular updating of debt recording and management system i.e. DMFAS is required. Such computerized debt recording and management system is able to capture in summary most of the information available in the various files and records that are used for the production of management information. All such debt data contained in the database should be reconcilable with or traceable to original records in the files.

Annex-A 1:
   Responsibility of Data Provision
Government of Pakistan

Ministry of Finance, Economic Affairs & Statistics

[Economic Affairs Division]

No.1 [1] AS/EAD/2006





    Islamabad the 18th May, 2006

CIRCULAR

SUB:
RESPONSIBILITY FOR PROVIDING INFORMATION/DATA ON COMMITMENTS AND DISBURSEMENTS OF FOREIGN ECONOMIC ASSISTANCE.

It has been observed that there is a lack of coordination among various Sections of EAD in providing information/data on foreign aid commitments, disbursements, and terms and conditions etc. which causes embarrassment while preparing and replying questions of the Senate and National Assembly Secretariat.

2.
To overcome the above situation and for smooth functioning and maintaining accuracy of aid statistics in EAD, the following directions are issued for compliance by all concerned:

(i) Each Policy Wing/Section will be responsible for maintaining record of commitments and disbursement and terms etc for each loan/grant with its break-down by project and type of aid in respect of countries/agencies dealt by them it and will keep the website up-loaded with latest information/data and pass on the said information to R&S Wing also.

(ii) Research and Statistics Wing will be responsible for over all coordination and maintaining record of aid data.

(iii) Since Policy Wings/Sections are the primary source of information on foreign aid, therefore, they will be responsible for accuracy of information/data in respect of countries/agencies dealt by them and will attempt the National Assembly and Senate Questions relating to them.

(iv) R&S Wing will prepare "Status Report" on Commitments and Disbursements of foreign aid on quarterly basis and circulate it to get its information vetted by all the policy wings of EAD and thus maintain an up-to-date data bank through Computer Centre.

3.
Answers to the National Assembly and Senate Questions should be prepared by each Wing/Section well ahead of due date for answer in coordination with R&S Wing.

-sd-

[AHMED JAWAD]

Additional Secretary

All Joint Secretaries

CC:
PS to Minister of State for Economic Affairs.

PS to Secretary, EAD.

No.F.2[4]-B.S/2000-1146

GOVERNMENT OF PAKISTAN

FINANCE DIVISION

[BUDGET STATISTICS SECTION]

*************

Islamabad, November 25, 2002

OFFICE MEMORANDUM

Subject: 
NEW PROCEDURE FOR THE MAINTENANCE AND OPERATION OF REVOLVING FUND ACCOUNTS OPENED FOR IDA, IBRD, AND ADB CREDITS/LOANS.

The undersigned is directed to refer to this Division’s O.M. No.F.2[3]-B.S/84-93, dated 23-10-1993 and to say that a new foreign aid Accounting Procedure for donors share of financing have been devised [copy enclosed]. The new Procedure would be applicable to the projects accounts opened after 1st December2002.
2.
 The Executing Agencies for the ongoing projects shall be responsible to submit monthly classified account of expenditure [function and object-wise] to the concerned A.G./AGPR by the 10th of the following month with advice to adjust the same against their Budget Demand.

[Talib Hussain Baloch]

Deputy Secretary [BR]

To:
All Ministries/Divisions, Islamabad/Rawalpindi.

Copy forwarded for information and similar action to: -

(i) The Secretary Finance Department, Government of the Punjab, Sindh, NWFP, Balochistan, [Lahore, Karachi, Peshawar, Quetta].

(ii) The Secretary, Planning & Development Department, Government of the Punjab, Sindh, NWFP, Balochistan [Lahore, Karachi, Peshawar, Quetta].

(iii) Auditor General of Pakistan, Constitution Avenue, Sector G-5/1, Islamabad

(iv) Controller General of Accounts [CGA], Federal Bank for Cooperative Building, Behind State Bank of Pakistan, Sector G-5/2, Islamabad.

(v) All Financial Advisers/Deputy Financial Advisers, Islamabad/ Rawalpindi.

(vi) Accountant General Pakistan Revenues, [Foreign Aid Section], G-8/4, Islamabad.

(vii) All Accountant Generals of the Provinces, Punjab, Sindh, NWFP,

(viii) Balochistan, [Lahore, Karachi, Peshawar, Quetta]

(ix) The Director, Accounts Department, State Bank of Pakistan, [Central Directorate], I.I. Chundrigar Road, Karachi [Registered].

(x) The Chief Manager, State Bank of Pakistan, I.I. Chundrigar Road, Karachi [Registered].

(xi) Executive Vice President, National Bank of Pakistan, I.I. Chundrigar Road, Head Office, P.O. Box 4937, Karachi.

(xii) Director of Accounts, Economic Affairs Division [Accounts Wing], “C” Block, Pak: Secretariat, Islamabad.

(xiii) Deputy Chief[R&S], Economic Affairs Division, Islamabad.

(xiv) Deputy Secretary [World Bank], Economic Affairs Division, Islamabad

(xv) Deputy Secretary [Asian Development Bank], Economic Affairs Division, Islamabad.

(xvi) Deputy Secretary [DM], Economic Affairs Division, Islamabad

(xvii) All Joint Secretaries of the Finance Division, Islamabad.

[Muhammad Younas]

Asstt: Economic Adviser [B.S]

ANNEX TO FINANCE DIVISION O.M. NO.F.2[4]-B.S./2000-1146, DATED 25-11-2002

Government of Pakistan

Finance Division

[Budget Statistics Section]

********

Subject: 
NEW PROCEDURE FOR THE MAINTENANCE AND OPERATION OF REVOLVING FUND ACCOUNTS OPENED FOR IDA, IBRD AND ADB CREDITS/LOANS.

[I] 
Revolving Fund Accounts under IDA, IBRD and ADB Credits/Loans Agreements shall be opened at National Bank of Pakistan separately for the donor’s share of financing and for Government’s share of financing. Such Accounts shall be in the nature of Assignment Accounts. The payments from the accounts shall be effected through Cheques/Authorities issued by the persons authorized to sign Withdrawal Applications. The Assignment Accounts [Revolving Fund Accounts] for Donor’s share of financing shall be in dollars and for Government’s share of financing in rupees. Both the Accounts shall be lapsable. However, the lapsed balances in one year will be protected in the next year’s allocations.

[II] 
Separate Revolving Fund Accounts shall be opened for each of the Credits or loans and for each Project Director/person authorized to sign Withdrawal Applications.

[III] 
National Bank of Pakistan shall be the designated Bank for handling all transactions out of Revolving Fund Accounts. The credits into and payments out of ‘Revolving Fund Accounts’ in Dollars shall be transcribed into Rupees at the SBP weighted average buying rate of exchange prevailing on the date of transfer of funds by the Lenders or on the date of payments to the payees.

[IV] 
If the funds from IDA, IBRD and ADB are received in currencies other than US Dollars, these shall be credited in respective Revolving Fund Accounts with Dollar equivalent at the prevailing rate of the other currencies vis-à-vis the US Dollar.

[V] 
Revolving Fund Accounts maintained in US Dollar will be converted into other currencies to pay for eligible expenditures when they occur at the prevailing exchange rate of US Dollar vis-à-vis the other currencies.

[VI] 
After the Agreements containing provision for the opening of Revolving Fund Accounts have been concluded, the concerned Ministries/Divisions and the project executing agencies will arrange immediate opening of the Assignment Accounts at National Bank of Pakistan with special instruction for operation of the Accounts, if any, and prepare Withdrawal Applications requesting the IDA, IBRD and ADB to pay the amount of initial deposits/subsequent funding to the Federal Reserve Bank New York for credit to State Bank of Pakistan’s account and simultaneous credit to Revolving Fund Account in Dollars at concerned branch of National Bank of Pakistan. The number of the Revolving Fund Accounts will be indicated on the Withdrawal Applications. They will also arrange credit to Revolving Fund Accounts in Rupees for the Government’s share.

[VII]
 a] 
On receipt of the first credit advice in this respect from the Federal Reserve Bank, New York, the State Bank of Pakistan’s Accounts Department will advise the Chief Manager State Bank of Pakistan, Banking Services Corporation [Bank], Karachi to credit Rupee equivalent of the foreign currency to the Government Account under the head “2300000-Public Debt-2330000-Foreign Debt [Permanent –IDA, IBRD and ADB Loans/ Credits No. _________ for _____________ Project” by debiting the State Bank Deposits, subsequent credits to State Bank of Pakistan’s account with the Federal Reserve Bank, New York will also be advised to the Chief Manager, State Bank of Pakistan, Banking Services Corporation [Bank] Karachi in the same manner. The Chief Manager will in turn next day authorize credits into the relevant Revolving Fund Accounts in Dollars by making the following entries in the Government Accounts under intimation to NBP Head Office Karachi/concerned Branch of the NBP:-

 Debit:  “Head of Account and Demand No., as indicated in the copy of Withdrawal Application”.

 Credit:    “3905006-Assignment Account [for Revolving Fund under

IDA/IBRD and 3905007-Assignment Account for ADB Credit/Loan No…… for Project ………………..]”.

The National Bank of Pakistan will immediately report the receipt in US Dollars as well as Rupees to the project director with copy to Provincial Finance and Development Departments, Economic Affairs Division and Finance Division, Government of Pakistan as well as to Accountant General of Pakistan Revenues.

b] 
In case of receipts on account of Projects under the control of Provincial Governments, or Local Governments, Financial and Non-Financial Institutions under the administrative control of the Provincial Governments, the State Bank after crediting Federal Government Account No.I [Non-Food] under head 2331000 – Foreign Debt [Permanent], will simultaneously credit the concerned Provincial Government Account No.I [Non-Food] under the head 2332000 – Foreign Debt [Permanent] received from Federal Government by Debit to the Federal Government budget Demand External Development Loans & Advances under head 73100 – Loans & Advances to Provinces.

c] The provincial Government shall make necessary budget provision in their budget estimates project-wise and communicate the same to each project director for recording the budget Demand and Classification in withdrawal Application as per provision of Para [VII] [b].

[VIII] 
a] 
The persons authorized to sign Withdrawal Applications and operate ‘Revolving Fund Accounts’ simultaneously shall furnish copies of the Withdrawal Applications to their Administrative Ministries / Divisions as well as to the Economic Affairs Division, National Bank of Pakistan, Head Office, Karachi and State Bank of Pakistan, [Accounts Department], Karachi. The endorsements of Withdrawal Applications shall indicate the Demand No. and head of account under which the rupee equivalent of the amounts authorized for credits into Revolving Fund Accounts in Dollars is to be debited.

b) The person authorized to sign the withdrawal application and operation of Revolving Fund Account relating to the Provincial Projects, shall furnish copies of the withdrawal application to his administrative Department as well as to the Provincial Finance, Planning & Development Departments and State Bank of Pakistan, [Accounts Department], Karachi. The endorsements of withdrawal application will indicate the [Provincial] budget Demand No. and head of Account to which the rupee equivalent of the amounts authorized for credit to Revolving Fund Accounts in dollars, is to be debited.

(IX) ‘Revolving Fund Accounts in Dollars’ opened and maintained at the National Bank of Pakistan or its Branches shall show debits and credits in Dollars and their rupee equivalent calculated in the manner indicated in Para [III] above. For the purpose of funding to the project executing agencies, US Dollars amounts held in these accounts shall be taken into account.

(X) The rate of exchange being different at the time of disbursement of funds by the IDA, IBRD and ADB than those obtaining on the dates of Withdrawals from the ‘Revolving Fund Accounts in Dollars’ the account may show debit/credit rupee balances even after the US Dollars amount stands fully utilized. This loss [debit balance] or gain [credit balance] will on the full Disbursement of credits/loans be got adjusted as loss/gain due to exchange rate differential by the Ministries/Divisions concerned.

(XI) [a] 
The National Bank of Pakistan will provide a monthly statement of accounts by the end of first week of the succeeding month to the Project Director. The Project director will claim reimbursement from the donor agencies on the basis of this statement plus other supporting documents.

[b] 
The Project Director shall verify the expenditure reported by the National Bank with his record and prepare a function- cum-objective wise statement of expenditure and submit it to the concerned A.G along with vouchers by 21st of the following month. The A.G will get the expenditure agreed and reconciled with the figures reported by the State Bank. In case any variation is found, the Project Director will be asked by the A.G to reconcile and remove the said variation.

[c] The A.G shall also carry out necessary post audit of the paid vouchers. The observations, if any, shall be communicated to the Project director with copies to Federal/Provincial Finance/Planning and Development Division/Department. After post audit, the A.G will return the vouchers to the Project Director for external audit purpose by the Auditor General of Pakistan.

(XII) The Project Director shall be personally responsible for the adjustment of disbursements made direct by the donors/lenders in Government Accounts. On receipt of intimation of payments from donors/lenders duly supported with necessary documents, the Project Director will advise the AGPR and concerned A.G of the Provincial Governments to adjust the expenditure against his Budget Demand by credit to Account-I of the respective Government under head “2331000-Foreign Debt [Permanent]”.

(XIII) [a] 
The National Bank of Pakistan will not require permission of the Finance Division [External Finance Wing] for making payments in Foreign Exchange from Revolving Fund Accounts on account of consultancy contracts under the credit/loan. However, in case of Foreign Training prior approval of concerned Ministries/Divisions will be required.

[b] 
The consultancy charges payable by the donors shall be paid after verification of services rendered by the Consultant, by the concerned Project Director/Ministries/ Divisions or by the Provincial Governments.

(XIV) The advance payments made by the National Bank of Pakistan to the project authorities shall be reimbursed within two days by SBP to the Provincial Headquarters of the National Bank of Pakistan by debiting the head “Assignment Account”.

(XV) The controlling Ministries/Divisions shall reconcile expenditure on account of Foreign aid with AGPR, EAD and SBP on monthly basis. The controlling departments of the Provincial Governments will similarly reconcile the expenditure on foreign aided projects with the AG/Provincial Finance Department. In case of non-reconciliation by 21st of the following month, AGPR/Provincial A.Gs to advise the donor through the EAD to take appropriate action as per the donor’s “Financial Management Guidelines”.

Annex-A 2:
   Responsibility of the Joint Secretaries   
Government of Pakistan

[ECONOMIC AFFAIRS DIVISION]

***

It has been observed that the briefs put up for ECC / ECNEC and other important meetings are directly obtained by Deputy Chief [P&C] from the dealing Section Officers, who, in turn, extract some data from the file and pass it on to the DC [P&C] as the brief. These briefs are neither cleared by the concerned Deputy Secretaries / Joint Secretaries nor contain all necessary and relevant information on issues relevant to E.A.D.

In future DC [P&C] shall ensure that all such briefs are duly approved and signed by the respective Joint Secretaries before being put up in MoS / Secretary's folders.

Deputy Chief [P&C] shall directly approach the Joint Secretaries/ Additional Secretary who will be responsible to ensure, after going through the Summaries for ECC/ECNEC, that the briefs are up-dated and contain all the requisite information.

-sd-

[Khalid Saeed]

Secretary

23.08.2006

Additional Secretary

All Joint Secretaries / Deputy Secretaries

Chief

Deputy Chief [P&C]

Annex-A 3:
   Project Briefs
GOVERNMENT OF PAKISTAN

ECONOMIC AFFAIRS DIVISION

***

1[1] EA/P&C/2004 






11 December 2004

SUBJECT: 
Project Briefs for ECC

Placed below is the standard format for project briefs. This format was circulated in 2001 and many sections are already using this for the project briefs and briefs for the ECC/ECNEC/CDWP. However some new officers are not aware of the format. The same is circulated afresh for their information.

It is requested that the brief for ECC/ECNEC/CDWP may invariably be provided on the enclosed format and information therein may be updated periodically.

-sd-

[Zahoor Ahmad]

S.O.[Progress]

All Officers 

Government of Pakistan

[Economic Affairs Division]

***

Position as on---------------

PROJECT BRIEF

Name of Project:

---------------------------------------------------------------

Sponsoring Agency:

---------------------------------------------------------------

Executing Agency:

---------------------------------------------------------------

Approval Status

---------------------------------------------------------------

Financing:

	Estimated Cost
	Disbursement up-to
	Allocation for Current Financial Year

	Total
	Foreign Aid
	Foreign Aid
	Foreign Aid
	Disbursement up-to
	Disbursement as % of allocation

	
	
	
	
	
	

	
	
	
	
	
	


Type of Financing:

Terms of the loan:

Interest Rate:
---------------------------------------------------------------

Service Charges:
---------------------------------------------------------------

Repayment Period:
---------------------------------------------------------------

Signing Date:
Effectiveness/Starting Date:
Closing Date:

------------------

-------------------------------------
--------------------

Brief Project Description:---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

General Progress:--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Key Issues:--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Required Actions:------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Annex-A 4:
   Tracking of Disbursement Data
Government of Pakistan

Economic Affairs Division

[R&S Wing]

Subject:
Tracking of Disbursement Data.


Reference this Wing’s U.O. of even number dated 7th January, 2005 on the above subject.

2.

Date wise Disbursement data in the currency of disbursement in respect of Donors / Countries dealing in your Section may kindly be furnished to the R&S Wing regularly on monthly basis to up date the database and also to reflect in the Quarterly Status Report on Commitments and Disbursements of Foreign Economic Assistance received by Pakistan.

3.

It is requested that present status of all ongoing projects [Loans / Grants] as of 30th September, 2005 on the attached Proforma approved by MOS may please be intimated to R&S Wing at the earlier but not later than 15th October, 2005.

-sd-

[ Arshad Mahmood Sahi ]

AC-D
1.     Section Officer [UN-I & II]
2.     Section Officer [UN-III]

3.     Section Officer [UN-IV]
4.     Section Officer [China]

5.     Section Officer [A&P]

6.     Section Officer [EUR.I/NGO]

7.     Section Officer [EUR-II]
8.     Section Officer [EUR-III]

9.     Section Officer [IFAD]

10.   Section Officer [IDB / OPEC]

11.   Section Officer [ODA]

12.   Section Officer [SEA]

13.   Section Officer [ME]

EAD’s U.O. No.1[2]EA/R&S/AC[D]/2004, dated 6th October, 2005

CC:

· Deputy Secretary [PC];

· Deputy Secretary [JAPAN / ODA];

· Deputy Secretary [UN/China];

· Deputy Secretary [IDB / OPEC]

· Deputy Secretary [EC-I]

	Proforma
DISBURSEMENT STATUS REPORT



	Country/Agency Name -------------
	Reporting for the month of ---------------------------------

	S. No
	Project Title
	Loan / Grant   No.
	Signing / Closing Date
	Currency of Commitment  [CC]
	Amount Committed in CC
	Disbursements during the month
	Cumulative Disbursement in CC
	Undisbursed Balance in CC

	
	
	
	
	
	
	Date
	Amount in CC
	
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10=[6-9]

	1
	 
	 
	 
	 
	 
	 
	 
	 
	 

	2
	 
	 
	 
	 
	 
	 
	 
	 
	 

	3
	 
	 
	 
	 
	 
	 
	 
	 
	 

	4
	 
	 
	 
	 
	 
	 
	 
	 
	 

	5
	 
	 
	 
	 
	 
	 
	 
	 
	 

	6
	 
	 
	 
	 
	 
	 
	 
	 
	 

	7
	 
	 
	 
	 
	 
	 
	 
	 
	 

	8
	 
	 
	 
	 
	 
	 
	 
	 
	 

	9
	 
	 
	 
	 
	 
	 
	 
	 
	 


Annex-A 5:
   Reconciliation of Disbursement Data
Government of Pakistan

Economic Affairs Division

[R&S Wing]

     MINUTES OF THE MEETING

SUBJECT: 
FLOW AND RECONCILIATION OF DISBURSEMENT DATA.           

               A Meeting was held under the Chairmanship of Chief [R&S/DM] on 15th January, 2007 at 11.00 AM to streamline the flow of Disbursement Data and its reconciliation.  List of Participants is attached. Following decisions were taken in the meeting:

· On receipt of the Disbursement Data by DM Wing, R&S Wing and Computer Centre directly from the Donors or the respective Policy Sections, National Bank of Pakistan, Project Executing Agencies, etc will be promptly passed on to other non receiving ends i.e. DM or R&S or Computer Centre.

· Computer Centre will provide access of DMFAS to all Sections of DM Wing and basic training to the respective Officers/Staff to generate loan account statements.  DM Wing will reconcile these Statements with their Ledger accounts.  In case of any discrepancy, it would be reconciled with Computer Centre immediately.

· DM Wing will also compare their disbursement record with Monthly / Quarterly Disbursement Data being provided by the R&S Wing to the DM Wing. 

-sd-

[Abdul Latif]

Assistant Chief [D]

Deputy Secretary [DM]

Director of Accounts [Payments]
Director of Accounts [Budget]

Director of Accounts [Accounts]

Assistant Chief-[Report / MCC]

Accounts Officers [DMS - I]

Accounts Officers [DMS - II]

Accounts Officers [DMS - III]

Accounts Officers [Recovery]

Accounts Officers [Accounts]_______________________________

EAD’s U.O. No.1[2]EA/R&S/AC[D]/2007, dated 24th January, 2007

· Copy to Chief [R&S / DM]

Annex-A 6:
   EAD’s Budget Call Letter
BUDGET / IMMEDIATE

	

From: Zafar Iqbal Malik  

                                             Chief 

                                    Phone:9202256
	Government of Pakistan

Economic Affairs Division

[R & S Wing]




No.F.6[1]-EAD/R&S[B]/2007               
          Islamabad, the 24th October, 2006

Subject: 
REVISED ESTIMATES for 2007-08 & BUDGET ESTIMATES for 2008-09 IN RESPECT OF DISBURSEMENT OF PROJECT AID [GRANTS, LOANS AND SUPPLIER’S CREDITS]
Dear Sir,



This Division is required to furnish Revised Estimates for 2007-08 and Budget Estimates for 2008-09 in respect of disbursement of project aid to the Finance Division [Budget Wing] for inclusion in the Federal Budget 2008-09. The estimates of foreign aid are required to be drawn-up taking into consideration foreign grants, loans and supplier’s credits both [a] already committed/signed and [b] under negotiation and likely to be committed/signed during 2007-08 and 2008-09 against which disbursements are expected to take place during these years. These estimates are required to be prepared on disbursement basis i.e. estimated delivery/receipt of equipment, machinery etc. and not on contract basis or on order placed with the suppliers of machinery/equipment.

2.

All the Federal Ministries/Divisions and the Executing Agencies are requested to please ensure that all foreign aided projects are properly reflected in the budget return keeping in view the priorities and the disbursement schedules as agreed with donors and embodied in PC-I to enable full and speedy Disbursement of foreign aid already committed or likely to be committed during the period. It may be pointed out that it is very essential to indicate name of donor with each project and projects without identification of donors would not be accepted /entertained.  It is also required that the estimates should be furnished both in the currency of the donor country/agency and in equivalent Pak rupees with a foot note indicating the conversion rates.

3.

This Division is required to adhere strictly to the time schedule laid down by the Finance Division [Budget Wing]. The first preliminary estimates are required to be furnished to the Finance Division by 1st December, 2007. All the Federal Ministries/Divisions, Federal Autonomous Bodies, Provincial Government Departments and all the Aid Utilizing Agencies in the Private Sector are, therefore, requested to furnish a consolidated statement of the subject estimates in the attached Proforma [Annex-I] latest by  25th November, 2007, positively.

[ZAFAR IQBAL MALIK]
Encl. [As above]

Circulation:

1. All the concerned Secretaries of the Federal Ministries and Heads of Divisions of the Government of Pakistan.

2. Additional Chief Secretaries, Planning & Development Department and the Finance Secretaries of the Provincial Governments.

3. The Heads of all the Federal Autonomous Bodies and other Agencies/Departments of the Federal Government.

4. All Heads of the Autonomous Corporations/Agencies in the Semi-Public/Private Sector.

	Proforma     

	PROJECT AID

Disbursement Estimates During 2007-08 [R/E] & 2008-09 [B/E]

	Name of Reporting Agency: 
	[ Fig. in Million ]

	Donor Country/ Agency
	Particulars
	Economic Sector
	Currency of Commitment  [CC]  #
	Total Commitment
 for the Project
	Total Progressive disbursement up to 30.06.2007
	Aid Availability  @
	2007-08
	2008-09

	
	i. Name of Project
ii. Project No.
iii. Signing Date [if already     Signed]
iv. Under Negotiation [if not yet signed]
v. Loan or Grant
	
	
	
	
	
	Budget  Estimates
	REVISED ESTIMATES
	Aid Availability
	Proposed Budget Estimates

	
	
	
	Equivalent Rupees
	
	
	
	
	Actual During          Jul-Oct 2007
	Estimated During          Nov-June 2007-08
	Total
	
	

	1
	2
	3
	4
	5
	6
	7
[5-6]
	8
	9
	10
	11

[9+10]
	12

[7-11]
	13

	 
	i
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	ii
	 
	
	
	
	
	
	
	
	
	
	
	

	
	iii
	 
	
	Rs.   Million
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	iv
	 
	
	
	
	
	
	
	
	
	
	
	

	
	v
	 
	
	
	
	
	
	
	
	
	
	
	

	 
	i
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	ii
	 
	
	
	
	
	
	
	
	
	
	
	

	
	iii
	 
	
	Rs.   Million
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	iv
	 
	
	
	
	
	
	
	
	
	
	
	

	
	v
	 
	
	
	
	
	
	
	
	
	
	
	

	# =   Currency of Commitment [CC] in Col 4 means the original currency in which the Commitments have been made, e.g., Yen, Euro, $, SDR, etc.  Please provide estimates in both the CC and the equivalent Pak Rupees.

	@: Aid in pipeline as on 01-07-2007 and fresh / likely Commitments during 2007-08  &   2008-09

	Note:
Exchange rate used per unit of foreign currency for calculating Rupee equivalent may be specified  here:
	Rs.


Annex-A 7:
   Status of Foreign Aid
IMMEDIATE

BUDGET 2007-08

GOVERNMENT OF PAKISTAN

ECONOMIC AFFAIRS DIVISION

[ R & S WING ]
SUB:
STATUS OF FOREIGN AID COMMITTED / LIKELY TO BE COMMITTED DURING   2006-07 AND 2007-08.


The R & S Wing is required to formulate estimates of disbursement of foreign project aid [loans/grants] for 2007-08, with a view to determine the level of external resources for financing the ADP and to indicate project–wise aid availability in the Priorities Committee Meetings, scheduled to be held in April, 2007.  Estimates of disbursements of foreign project aid [loans/grants] are to be prepared against:

a]
Committed aid i.e. agreements / contracts which have already been signed during July, 2006 to February, 2007; and

b]
Aid under negotiations and likely to be committed either during the remaining period of the current Fiscal Year [2006-07] or during next Fiscal Year [2007-08].



All the concerned Joint Secretaries/Deputy Secretaries are requested to kindly provide a CONSOLIDATED STATEMENT, pertaining to their Wings, as per enclosed proforma, latest by 20th March, 2007, positively.
                 -sd-

  [ZAFAR IQBAL MALIK]
     CHIEF

J.S.  [EC]
J.S.  [ADB/Japan]
J.S.  [PC]
J.S   [UN/China]
D.S  [EC-I]
D.S  [ADB/Japan]
D.S  [PC]
D.S  [UN/China]
D.S  [W.B]
S.O  [IDB]________________________________

E A D’s U.O.No.11[1]EAD/R&S/B/07 Dated 13-03-07

CC for information to:
 PS to Secretary;




 PS to Add. Secretary
	PROFORMA

	DETAILS OF COMMITMENTS OF FOREIGN AID

	[Fig. in Million]

	Donor Country /

Agency
	Name of Project/

Project Number
	Loan  or Grant
	Name of Executing Agency
	Currency  of Commitments
	Foreign Aid Committed during July,2007 to February, 2008
	Foreign Aid likely to be Committed during
	Remarks [Current Status of Negotiation]

	
	
	
	
	
	
	March to June 2008
	2008-2009
	

	1
	2
	3
	4
	5
	6
	7
	8
	9

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 


Annex-A 8:
   Object Element
	Description

 
	OBJECT ELEMENT

	
	Major

Object
	Minor

Object
	Detailed

Object

	USA Non Project Commodity Aid
	G-13
	G-131
	G-13134

	US Aid Programme from US
	G-13
	G-131
	G-13141

	US Aid Programme from US 
	G-13
	G-131
	G-13142

	US Aid Programme from US 1983
	G-13
	G-131
	G-13145

	US Aid Programme from US 1984
	G-13
	G-131
	G-13146

	US Aid ECE from US 1984
	G-13
	G-131
	G-13147

	US Aid ECE from US 1985
	G-13
	G-131
	G-13148

	US Aid ECE from US 1986
	G-13
	G-131
	G-13149

	US Aid ECE from US 1987
	G-13
	G-131
	G-13150

	US Aid ECE from US 1988
	G-13
	G-131
	G-13151

	US Aid Programme from US 1989
	G-13
	G-131
	G-13152

	US Aid Fund for the project of

Federal & Provincial governments
	G-13
	G-131
	G-13105

	US Aid Grants and T/A
	G-13
	G-131
	G-13120

	CANADA 

	Commodity Grants 
	G-13
	G-131
	G-13129

	Grants and Technical Assistance
	G-13
	G-131
	G-13118

	 Wheat 
	G-13
	G-131
	G-13111

	Canadian Debt
	G-13
	G-131
	G-13164

	AUSTRALIA 

	Commodity grants
	G-13
	G-131
	G-13128

	Wheat
	G-13
	G-131
	G-13110

	Grants and Technical Assistance
	G-13
	G-131
	G-13117

	UK 

	Grants and Technical Assistance
	G-13
	G-131
	G-13124

	Grants
	G-13
	G-131
	G-13136

	NETHERLANDS:     Grants and T/A
	G-13
	G-131
	G-13126

	JAPAN 

	Deposit Account of Japanese Grants

for Costal Fisheries Dev. Project 
	G-13
	G-131
	G-13115

	Grants
	G-13
	G-131
	G-13138

	Machinery, Equipment and Supplies
	G-13
	G-131
	G-13103

	SWEDEN:       Wheat
	G-13
	G-131
	G-13109

	NORWAY 

	Wheat
	G-13
	G-131
	G-13107

	Commodity Grant
	G-13
	G-131
	G-13131

	US FORD FOUNDATION
	 
	 
	 

	Grants and Technical Assistances
	G-13
	G-131
	G-13123

	Cash Aid
	G-13
	G-131
	G-13101

	SAUDI ARABIA:       Grants
	G-13
	G-131
	G-13137

	SINGAPORE:       Grants and T/A
	G-13
	G-131
	G-13121

	GERMANY 

	Machinery, Equipment and Supplies
	G-13
	G-131
	G-13102

	Wheat
	G-13
	G-131
	G-13108

	Commodity Grants
	G-13
	G-131
	G-13120

	Grants and Technical Assistance
	G-13
	G-131
	G-13125

	SWITZERLAND:     Grants and T/A
	G-13
	G-131
	G-13122

	UNO 

	Development Fund
	G-13
	G-131
	G-13106

	Grants and Technical Assistance
	G-13
	G-131
	G-13119

	FOOD AID CONVENTION
	G-13
	G-131
	G-13112

	Commodity Grants from

Aid Convention
	G-13
	G-131
	G-13132

	FAO:        Fertilizer
	G-13
	G-131
	G-13113

	Foreign Assistance for

Afghan Refugees
	G-13
	G-131
	G-13114

	WFP:      Commodity Grants
	G-13
	G-131
	G-13133

	EEC:       Butter Oil Grant
	G-13
	G-131
	G-13135

	ITALY:       Commodity Grant
	G-13
	G-131
	G-13139

	Special PL-480 title-II Account
	G-13
	G-131
	G-13144

	Foreign Grants for Enercon
	G-13
	G-131
	G-13166

	Other Foreign Grants
	G-13
	G-131
	G-13116


Annex-A 9:
Monthly Disbursement Forecasts

Government of Pakistan

ECONOMIC AFFAIRS DIVISION

***

SUBJECT:-
MONTHLY DISBURSEMENT FORECASTS
Secretary EAD has desired that all Wings shall, henceforth, keep track of the disbursements actually received as also the tentative schedule of the ones to follow, month-wise, in consultation with the Donors / IFls and the Executing Agencies.

2. 

The details shall be provided to the D.M. Wing on the 29th of each month. The D.M. Wing shall compile the information and submit the same to the Secretary and the undersigned by 1st of each month. Format for submission of the information is annexed.

-sd-

[JUNAID IQBAL CH.]
Additional Secretary

1.  J.S [PC/ADMN]
2.  J.S [ADB/JAPAN]
3.  J.S [EC]
4.  J.S [UN/CHINA]
5.  Chief [D.M]
6.  D.S [WB/IDB]
EAD's U.O. No.1[1]EA/AS/2007 dated 21-01-2008

P.S.  to Secretary, EAD.
PROFORMA
	ESTIMATED  DISBURSEMENT OF FOREIGN AID DURING     2007-08 

	 [Fig. in Million] 

	 Country / Agency 
	 Type of Aid 
	 Project No. 
	 Name of Project / Programme 
	 Signing Date 
	 Closing Date 
	 Base Currency [BC] 
	 Amount Committed in BC 
	 DISBURSEMENT  in   $   
	 PURPOSE 
	 REMARKS, IF ANY 

	
	
	
	
	
	
	
	
	 Actual During         Jul-Dec 
	 ESTIMATED DURING 
	 GRAND     TOTAL 
	
	

	
	
	
	
	
	
	
	
	
	 JAN-MARCH 
	 APRIL-JUNE 
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 NOTE 
	Type of Aid means:   Loan or Grant 

	
	Base Currency means:      Original Currency in which loan/grant stand committed / likely to be committed.

	
	Purpose means:   Project Aid, Programme Loans, Budgetary Grants, Earthquake Assistance,  Short-Term Credits, Food Aid, Afghan Refugees Assistance, etc. 

	
	R&S Wing will provide to the Policy Wings proforma regarding actual disbursement  up to the Reporting Month by 25th of every month, as per the data bank i.e. DMFAS. Policy Wings will return the vetted / updated proforma by 29th of each month.  


Annex-A 10:
Provision of Monthly Disbursement Data

GOVERNMENT OF PAKISTAN

ECONOMIC AFFAIRS DIVISION

[R&S WING]

SUB:
PROVISION OF MONTHLY DISBURSEMENT DATA

In continuation of EAD’s UO No.1[1]EA/AS/2007 dated 21/01//2008 [copy enclosed], enclosed please find Proforma for reporting the monthly disbursement data to the R&S Wing.  Now, the month-wise sequence of the events will be as under:

	Date [Every Month]
	Activity

	1st – 19th 
	Policy Wings will report donor-wise, project-wise and date-wise disbursement data, on the enclosed proforma, to the Assistant Chief-Disbursement [AC-D], R&S Wing.  AC-D will coordinate and promptly pass on the same to the Computer Centre [CC] for up-dating the DMFAS.

	20th 
	Assistant Chief-Reports [AC-R]/Manager Computer Centre will ensure that the disbursement data received through AC-D/DM Wing/Down loaded and data received directly by the CC [if any] stands entered into the DMFAS.

	21st – 22nd 
	AC-R will generate provisional disbursement data [Donor-wise, Project-wise and Purpose-wise], thus compiled/prepared, up to the Reporting Month and will provide the same to the AC-D.

	24th 
	AC-D will circulate the provisional disbursement data [Donor-wise, Project-wise and Purpose-wise] up to the Reporting Month to all the Policy Wings for vetting of the disbursement data.

	25th – 29th 
	The Policy Wings will return the vetted disbursement data along with the “Projections of disbursements” for the remaining period of the Fiscal Year [FY] to the AC-D, R&S Wing.

	1st 
	R&S Wing will coordinate and compile the “actual disbursement data” up to the Reporting Month and “projections for the remaining period” of the FY and submit the final report to the Secretary, Additional Secretary and all the concerned Joint Secretaries of the Policy Wings.


2. All the concerned are requested to follow strictly the above mentioned time schedule regarding provision of the disbursement data  so that a consolidated and updated report may be submitted, on monthly basis, to the Secretary and Additional Secretary, as has been directed in the above noted U.O. 

-sd-

[NAJAF KHAN]

ASSISTANT CHIEF-D

JS [PC]; JS [UN/CHINA]; JS [ADB/JAPAN]; JS [EC]; DS [WB/IDB]

EAD-UO.No.1[2]EA/R&S/AC-D/08, Dated 29/01/2008 

CC:
PS to Secretary;

PS to A.S.


PROFORMA
	DISBURSEMENT OF FOREIGN AID [LOANS / GRANTS] FOR THE MONTH OF-------------------

	Reporting Wing/Section:---------------------------------------------------

	Donor Country/ Agency
	Kind of Aid [Loan or Grant]
	Loan/ Grant No.
	Name of Project / Programme
	Date of
	Original Currency of Commitment [CC]
	Amount committed in CC
	Disbursements During the Month 
	Cumulative Disbursement              [CC]
	Undisbursed Balance                 [CC]
	Remarks, if any

	
	
	
	
	Signing
	Closing
	
	
	Date
	Amount in CC
	
	
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12=
[8-11]
	13

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	


Annex-A 11:
Guidelines for the Aided Projects
[image: image5.jpg]



GUIDELINES

PROCESS/PROCEDURES FOR PREPARATION, APPROVAL AND IMPLEMENTATION OF DEVELOPMENT PROJECTS

[AIDED AND NON-AIDED]
[APPROVED BY THE ECNEC ON APRIL 24, 2000]
GOVERNMENT OF PAKISTAN

 PLANNING COMMISSION

APRIL, 2000

GUIDELINES ON THE PROCESS/PROCEDURES FOR PREPARATION, APPROVAL AND IMPLEMENTATION OF DEVELOPMENT PROJECTS [AIDED & NON-AIDED]
Public funds are utilized on programmes and projects of expansion and modernization of socio-economic infrastructure, besides schemes designed to enhance production, employment and improve quality of life of the people. These must be completed and put to optimum use by following a sound professional and efficient approach right from the stage of project preparation, appraisal, approval to implementation. An ever vigilant planning and project staff can contribute towards an effective use of the country's resources.

2. The Planning & Development Division has continued to provide professional guidance by publishing the Manuals for Development Projects in the past and a lot of information on the subject is available. However, a brief guideline on the process and procedures for preparation, approval and implementation of development projects [Aided & Non-aided] is again provided in the following paragraphs for compliance in the light of ECNEC's decision April 24, 2000.

PART-I

PROCEDURES FOR THE IDENTIFICATION, FORMULATION, PROCESSING AND APPROVAL OF DEVELOPMENT PROJECTS [NON​-AIDED]
IDENTIFICATION/FORMULATION OF THE PROJECTS

(i) The projects should be identified by the agencies/departments concerned of the Federal and Provincial Governments strictly on need basis falling under our economic framework as laid down in the 5 year plan, mid-term plan, annual plan and the policies of the Government and implemented only after approval of their PC-I/PC-II by the competent forum.

(ii) The project should be drawn up on the existing PC-I format. Likewise, the proposals for conducting surveys and feasibility studies of the projects should be drawn up on the existing PC-II format. The specimen of PC-I and PC-II formats along with the detailed instructions for filling available in the Development Projects prepared and circulated Development Division.

(iii) All development projects should be based on feasibility studies. In case of projects costing Rs.50.00 million and above, the feasibility study would be mandatory. The project-oriented TORs should be prepared and experienced and professional consultants should be engaged for preparing feasibility studies.

(iv) The implementation schedule should be based on Bar Charts/PERT/CPM and should essentially form part of every project document. The schedule of rates used in estimating project cost should be regularly updated by taking into account the market rates instead of allowing across the board premium on the schedule of rates.

(v) The PC-Is must contain the quantifiable performance indicators showing the visible impact on the economy after completion of project.

(vi) In the PC-Is it should be made mandatory on the part of executing agencies to certify that discussions have been held with all the stake holders of the project.

(vii) No project under directive of any authority be started without proper preparation of Pc-I/PC-II and approval of the relevant competent forum. 

(viii) No umbrella project would be prepared unless P&D Departments of the concerned Provinces have been consulted and their agreement/concurrence in writing has been obtained.

PROJECT PREPARATORY FUND

(ix) At present there is no project preparatory fund available with Provinces or Federal Ministries. Therefore, the agencies cannot undertake project preparation, utilize and develop in-house capacity of project preparation and agencies have to depend on foreign/local consultants which results in supply/donor driven projects. Therefore, the Provinces and the Federal Ministries should make suitable provisions in their PSDPs for this purpose including Planning & Development Departments of Provinces and Planning & Development Division.

PROCESSING/APPROVAL OF PROJECTS

(x) As decided by the government, the projects of National Highway Authority, Civil Aviation Authority, National Mass Transit Authority which were previously taken out from the purview of CDWP/ECNEC, have now again been brought within the ambit of CDWP/ECNEC. Accordingly, these agencies should now submit projects to the Planning Commission for processing through CDWP/ECNEC & comply strictly with these guidelines/procedures.

(xi) The time limit of scrutiny of the project in the P&D Division and its submission to the CDWP has been further curtailed from the present eight weeks period to six weeks [3 weeks preliminary appraisal, two weeks response to quarries of P&D Division by the sponsoring agency and one week for holding Pre-CDWP meeting for sorting out issues/points with sponsoring agency].

(xii) After recommendation of the project by the CDWP for ECNEC, the summary must be prepared by the P&D Division within one month and submitted to ECNEC Secretariat. However, in cases where CDWP impose certain conditionalities to be met by the sponsoring agency before submission of the project to the ECNEC, it is necessary that the sponsors should furnish the required information within 2/3 weeks of the CDWP meeting, failing which the project will be returned to the sponsors and the approval of CDWP will automatically lapse and fresh approval of CDWP will have to be obtained.

(xiii) It has been experienced in number of cases that implementation of projects suffer due to insufficient provision of funds in the PSDP. To overcome this problem it is essential that the financial phasing should be linked with the implementation schedule of the project and the project should not be initiated/approved unless the required funding is assured. Once the financial phasing is approved, it should be released accordingly subject to availability of resources.

(xiv) The Planning Commission should strengthen its technical appraisal machinery and only those projects should be cleared which are based on realistic cost prepared on accurate estimates of future inflation and exchange rate fluctuations. Similarly a strong check should be exercised upon over-inflated projects.

(xv) While approving projects, the DDWP/PDWP/CDWP/ECNEC should also look into the implementation capacity of the organization.

(xvi) All the projects wherein Public Sector funding is involved should come to the forum of DDWP/PDWP/CDWP/ECNEC as per their cost estimates.

(xvii) The portfolio of approved projects should be kept within the overall PSDP size as far as possible. The proposals for approval of individual projects should clearly indicate the phasing of their financing in the subsequent years reflecting impact on each year's PSDP allocations. 
IMPLEMENTATION/MONITORING & EVALUATION
(xviii) For proper monitoring/evaluation of projects, Projects Wing of the Planning & Development Division should be assigned this task and all projects with an estimated cost of over Rs.1.00 billion should have an in-built provision for this purpose in the PC-I of each project. The Provincial Governments would make their own arrangements in this respect.

(xix) A periodic monitoring of the on-going projects should be carried out by the Planning Commission on random basis and by line Ministries/ Departments for each project and regular progress reports in this regard should be submitted to the Projects Wing of the Planning & Development Division.

(xx) Special CDWP meeting should be arranged after every quarter to review major projects on which serious implementation/problems have arisen.

(xxi) CDWP/ECNEC should be authorized to fix the responsibility on the defaulters of the procedures, rules and regulations while implementing the projects.

(xxii) All sponsoring/executing agencies should provide list of Project Directors with the information/ confirmation whether these Project Directors have been appointed on full time or part time basis and whether they have the requisite qualifications and experience. In case of each major project [above Rs.100 million] a qualified Project Director should be appointed who should not be transferred normally during currency of the Project. The Project Director should be delegated full administrative and financial powers and be made accountable for any lapses. This measure would improve management and help fix technical and financial responsibility. In case adequately qualified person is not available within the department, the person could be hired [on contract] and designated as Project Director.

(xxiii) Effective Monitoring and Reporting is essential to determine the progress, the status and the achievements of the projects. For the purpose the Project Director should carry out monitoring of the inputs, processes and outputs and submit a quarterly review/progress reports on a format approved by the competent fora i.e. quarterly progress report of on-going project on PC-III, completion report of the project on PC-​IV, and post completion review of project on PC-V. Detailed instructions in this regard are available in the Manual for Development Projects [May-1997]. The monitoring wing in the Ministries/ Division/Departments should also carry out monitoring of the project and submit the report to the Projects Wing of Planning & Development Division. The report should include the remedial actions taken for ensuring implementation of the projects. In addition, Projects Wing should regularly carry out external monitoring for the projects for taking remedial measures, if any. A quarterly report should be submitted to the ECNEC on the monitoring/evaluation of projects by the Projects Wing as a third party monitoring report.

(xxiv) Within six months of project approval, detailed design and costing should be finalized and submitted to the competent authority. Implementation of such project components which require detailed designing should be started only when those have been finalized.

(xxv) Auditor General of Pakistan should audit the implementation and performance of the selected projects and send report to CDWP/ECNEC.

(xxvi) While implementation of the projects the environment standards should be adequately observed and where necessary, views of the Ministry of Environment, Local Government and Rural Development should be obtained. The cost of social rehabilitation wherever essential should be provided for in the cost of the project.

(xxvii) A strong check should be exercised on time over-runs and cost over-runs. For this purpose frequent revisions of scope and design of the projects should be avoided. Acquisition of land where required should be completed in the minimum time. Efficient and honest officers should be made responsible for supervision, implementation and timely completion of the projects. Any instances of mal-administration, corruption, lapses and pilferage should be seriously investigated and those found responsible should be severely dealt with.

(xxviii) The procedures laid down by the Government relating to procurement should be strictly followed including advertisement of calls to bid, 10 days time period for submission of bids and avoidance of post bid negotiations except in cases of sole source procurement or where the lowest evaluated bid is at least 20% higher than the SSR or where competition is inadequate [less than three responsive bids]. However, in such cases a prior certification authorizing negotiations with proper justification will be issued by the Secretary of the concerned Department in each such case. Once the contracts/agreements are finalized, these should be made public with itemized costs. The Standard Schedule of Rates [SSR] should be periodically revised for changes in market prices and technology. The consultants should be hired to carry out prior review of the selection process for all contracts costing US $ 100,000 or more or ex​-post review of all contracts between US $ 50,000 and 100,000. In addition, the Auditor General's Office should carry out procurement auditing as a part of its routine activity for necessary reporting. Negotiations should be allowed with the lowest bidder to bring down the offer to a reasonable level without the condition of the bid offer being at least 20% higher than the Standard Schedule of Rate.

PREPARATION OF FEDERAL PSDP/LOCATION OF PRIORITIES COMMITTEE

(xxix) As per present practice, Planning & Development Division prepares draft proposals/allocations for preparation of Public Sector Development Programme [PSDP] in consultation with the Federal Ministries/Divisions/ Agencies. These draft proposals are then considered in the Priorities Committee Meeting Chaired by the Additional Secretary [Budget] of the Finance Division. This approach is not rational and most of the time allocations are not approved by the Priorities Committee according to the essential requirements of the project/implementation stage. Therefore, Finance Division should only focus on Macro Financial Management and should only indicate availability of resources for the PSDP to the P&D Division and full authority for preparation, management of PSDP releases and re-appropriation should rest with the P&D Division.

STRENGTHENING OF CAPACITY AND MANPOWER QUALITY IN PUBLIC SECTOR

(xxx) It is important that Planning and implementation capacity of the Federal Ministries as well as the Provincial Governments be increased. For this purpose, following arrangements are to be made for creating in house capacity on permanent basis and discouraging use of foreign consultants:

a. Strengthening of existing capacity through training. An Institute namely "Pakistan Planning & Management Institute [PPMI]" already exists in the Pakistan Institute of Development Economics [PIDE] which organizes courses in the fields of Project Planning & Management, Financial Management, Macro Economics, Social Planning, Project Appraisal and Management Techniques. Federal Ministries & Provincial Govt. should benefit from this training and nominate officers for the courses organized by the Institute.

b. Creation/strengthening of Planning/Monitoring Cells in Federal Ministries and Provincial Governments with trained manpower and facilities as already approved by NEC in its meeting held on 04-07-1988.

PART -II

PROCEDURES AND DOCUMENTATION FOR FOREIGN AIDED PROJECTS

SELECTION/APPROVAL OF PROJECTS [PC-​Is] FOR EXPLORING/ NEGOTIATION OF FOREIGN AID
i) Most of the donors propose projects of their choice based on the studies undertaken by the consultants appointed by them [Not GOP]. This practice needs to be restricted and the projects should be demand driven and not supply/donor driven. World Bank and Asian Development Bank have already prepared 2-3 year lending programme. The World Bank programme contains in​built consultancies whereas the ADB has separate programme for consultancies. The consultancies are substantially higher and need to be properly examined. The projects included in the donors proposed lending programmes should be thoroughly scrutinized and approved by the competent forums before starting any further negotiations with these donors.

ii) Only the projects which fall under our economic framework as laid down in the long/medium term/annual plans and the policies of the Government should be sponsored for foreign assistance and that, too, only after approval of their PC-​I by the competent forum. Development projects should be identified by the sponsoring agencies strictly on need basis and the donors should not be allowed to determine the priorities of the country.
iii) In case of project where there is delay in the preparation/approval of PC-I and there is extreme urgency for exploring foreign assistance, concept clearance may be accorded by the Concept Clearance Committee of the Planning & Development Division. However, the process of Concept Clearance must be discouraged and considered on merits only in exceptional and unavoidable circumstances. In case Concept Clearance is allowed it should only be valid for a period of 12 months during which time the approval of the project should be obtained from the competent forum. The sponsoring agency while submitting the proposal for Concept Clearance should, therefore, state in the forwarding letter "the exceptional and unavoidable circumstances" for concept clearance. Without this statement the proposal for concept clearance will be returned without any further examination in Planning & Development Division. It may be noted that concept clearance is accorded only to explore the foreign assistance and on the basis of concept clearance, any kind of MOU/Agreement/ Commitment letter etc. cannot be signed by EAD/ Sponsoring Agency with the Donor Country/ Agency. Such agreement etc. can only be signed after approval of PC-​I/PC-II by the competent forum and completing other procedural requirements.

iv) In cases where 25% or more of the total cost of the Project is in foreign exchange or foreign assistance, the approving forum will be CDWP/ ECNEC irrespective of the fact that the total cost of the project falls within the sanctioning competence of DDWP/PDWP. Therefore, such projects could be sponsored for foreign assistance only after approval of PC-​I/PC-II by the competent forum [i.e. CDWPI ECNEC]. Projects involving less than 25% foreign exchange or foreign assistance of the total cost falling within the sanctioning competence of Federal Ministries/ Provincial Governments may be sponsored for foreign assistance after approval of PC-I/PC-II by the DDWP/PDWP.

v) The projects should not be initiated/negotiated by any Federal/Provincial agency without the approval of Planning & Development Department of Provinces and Planning & Development Division as the case may be.
CONSULTANTS ROLE
vi) It has been noted that a high consultancy fee was paid on the consultancies even in those projects which were based on simple technology and did not require foreign consultants [NDP etc.]. At the time of negotiations with foreign donor and approval of the projects the need for such consultancy should be seriously appraised. Total consultancy cost should be kept as low as possible and that it should not in any case exceed 10% of the total project cost for infrastructure projects involving construction etc. This condition is however, not applicable for purely consultancy projects or involving major part of consultancy. Such projects should be examined on case to case basis. The donors be informed that consultancy oriented grant/loan will not be acceptable in any case.

vii) Local consultants should be associated with foreign consultants and encouraged to take up the consultancy work with or without the participation of foreign consultants. 300/0 of the expenditure to be incurred on foreign consultancy should be diverted for the development of local consultancy. This limit of 30% would be mandatory on foreign consultants who would be required to engage local consultant.
viii) All Technical Assistance proposals [both concept clearance proposals and PC-II] will be accompanied by a certificate from the Secretary of the FederalMinistry/Division in case of federal projects and Chairman/ACS, P&D Department in case of Provincial projects that the proposed study is essential and no other study on the subject has earlier been undertaken. In case any study has already been conducted on the subject, the details of such study and full justification for undertaking the proposed study will be provided. Without this certificate no concept proposal/PC-II will be entertained by P&D Division for processing through the CCC/CDWP.  Similarly the DDWPs of the Federal Ministries and PDWPs of the Provinces may ensure that such a certificate is attached with the PC-II.

PROVISION OF LOCAL FUNDS [RUPEE COMPONENT] AND GRANTS

ix) In number of cases, implementation of foreign aided projects suffers due to insufficient provision of local funds in the PSDP. To overcome this problem it is essential that the financial phasing should be linked with the implementation schedule of the project and the project should not be initiated/approved unless the required local funding is assured. Once the financial phasing is approved, it should be released accordingly subject to availability of resources. Agreement with the donor should also not be signed without firming up local funding.

x) In number of cases local/Rupee component is not utilized due to saving in foreign aid utilization/incompetency of consultants or some sort of conditions imposed by the donors. The implemen​tation agencies should be responsible to make correct calculation estimates of aid and rupee requirement.

xi) Short term political objective and mega project should be avoided which create distortions in PSDP.
DELAYS IN PROJECT IMPLEMENTATION AND FUTURE STRATEGY

xii) Lenders usually take a long time for processing projects being financed by them. A period of three to five years is not uncommon. Such delays are usually due to appointment of consultants.  Another factor more relevant to Bank assisted projects is the fact that a lot of cross conditionalities are tied to their implementation, which makes it very difficult for the project to be implemented. Loan with un-necessary conditionalities should not be accepted and commitment charges need to be avoided.
xiii) A large number of projects have also been submitted by the EAD to various bilateral and multilateral donors. Most of these projects pend for a long time without any response from the donors. A Standing Committee consisting of representatives of Planning, Finance and EAD may be constituted to examine all such projects, once or twice a year, so that the low priority projects or those projects which are not needed or where no response is coming from the donors may be withdrawn.
xiv) The EAD should follow the prescribed procedure strictly and no agreement with any donor whether it is grant, T/A, or loan should be signed unless approval of the project by competent forum has been obtained and other procedural requirements have been completed.

xv) Due to depreciation of Rupee, large amount of savings are being accrued in on-going aided projects and in some cases donor agencies/lenders allow the executing agencies to utilize these savings either on existing project by increasing its scope or on new projects.  In such cases the executing agencies insist on utilizing these savings without obtaining approval with reference to execution of the projects or extension of the projects. EAD should, therefore, ensure that no such savings should be allowed to be utilized unless the components/projects for utilization of these savings are approved by the competent forum.

xvi) All agreements for T/A, grants, loans or guarantees should be signed with donors after obtaining approval from the competent authority [i.e. Cabinet/ECC/ CDWP/ECNEC].

xvii) At present UN agencies like UNDP, UNICEF, UNESCO, WHO, WFP, ILO etc. are directly negotiating with provinces, their Line Departments, and Federal Ministries and sign agreements with them without involving EAD and without even preparation and approval of PC-Is. This practice distorts the financial system and planning mechanism. Guidelines for functioning of the UN Agencies mentioned above should be prepared by the Economic Affairs Division in consultation with Planning & Development Division and circulated to all concerned for information.

xviii) As far as self financing projects are concerned, if foreign aid or government's guarantees are involved, then those should come to the forum of CDWP/ ECNEC like PTCL, Ports and Shipping etc related projects.

Annex-A 12:     Clearance from the DPCO
Government of Pakistan

Ministry of Economic Affairs & Statistics

(Economic Affairs Division)

SUBJECT:
FISCAL RESPONSIBILITY AND DEBT LIMITATION ACT, 2005.
2. Fiscal Responsibility and Debt Limitation Act, 2005 was promulgated in June 2003.  Under this Act, Debt Policy Coordination Office (DPCO) has been established in Ministry of Finance under the direct supervision of the Minister of Finance.  The functions of the DPCO are as under:

a. Prepare a debt reduction path in consultation with the Federal Government to achieve the principles of sound fiscal and debt management;

b. Monitor and evaluate external and domestic borrowing strategies and provide policy advice on an appropriate mix of external borrowing from all sources;

c. Monitor the nominal and real costs of external and domestic borrowing and suggest ways to contain these costs;

d. Analyze the foreign currency exposure of Pakistan's external debt, including foreign exchange obligations to residents and providing a framework for foreign exchange risk management;

e. Provide consistent and authenticated information on public and external debt and Government guarantees including total guarantees outstanding;

f. Prepare a debt policy statement on an annual basis on trends in public and external debt and implementing adopted debt reduction goals as well as suggesting adjustments in the Federal Government's overall debt strategy;

g. Provide leadership on debt data questions and ensure compliance with agreed reporting requirements; and

h. Maintain a centralized and updated electronic record, without prejudice to the specific responsibilities on the State Bank of Pakistan, Economic Affairs Division, Budget and External Finance Wings and Central Directorate of National Savings, of the public and external debts including updated balances and limits for the total public debt and guarantees.

3. To enable the DPCO to perform the above mentioned functions especially preparation of debt reduction path, appropriate mix of external borrowing and monitoring of external and domestic borrowing, DPCO will need details of all new domestic and foreign borrowing.

4. All the Policy Wings of EAD may, therefore, ensure to continue to get clearance of DPCO for all loan agreements at the draft stage as is being done with the Ministry of Finance and Ministry of Law.  These shall be routed to the DPCO after getting clearance from the undersigned.

-sd-

	
	( Junaid Iqbal Ch. )

Additional Secretary


Joint Secretary (PC)

Joint Secretary (ADB-Japan)

Joint Secretary (China/UN)

Joint Secretary (EC)

EAD’s U.O. Note No. 1(1)EA/R&S/AC-C/2007, dated 11th March, 2008

Annex-A 13:
Acronyms
	AC
	Assistant Chief

	AC-B
	Assistant Chief- Budget Section

	AC-C
	Assistant Chief- Coordination Section

	AC-D
	Assistant Chief- Disbursement  Section

	AC-R
	Assistant Chief- Reports Section

	ADB
	Asian Development Bank

	ADP
	Annual Development Programme

	AGPR
	Auditor General of Pakistan Revenues

	AO
	Accounts Officer

	APCC
	Annual Plan Coordination Committee

	ASPL-II
	Agriculture Sector Programme-II

	B/E
	Budget Estimates

	BOP
	Balance of Payments

	BR
	Budget Return

	CC
	Computer Centre

	CDWP
	Central Development Working Party

	CIRR
	Commercial Interest Reference Rate

	DAC
	Development Assistance Committee

	DFA
	Deputy Financial Advisor

	DLF
	Development Loans Fund

	DMFAS
	Debt Management & Financial Analysis System

	DMW
	Debt Management Wing

	DOD
	Disbursed & Outstanding Debt

	DPCO
	Debt Policy Coordination Office

	DPs
	Development Partners

	EAD
	Economic Affairs Division

	EAs 
	Executing Agencies

	EC Wing
	Economic Cooperation Wing

	ECC
	Economic Coordination Committee

	ECNEC
	Economic Committee of National Economic Council

	EDI
	Economic Development Institute

	EDM
	External Debt Management

	EIB
	European Investment Bank

	ESCAP
	Economic and Social Commission for Asia and Pacific

	EU
	European Economic Community

	FRDLA
	Fiscal Responsibility & Debt Limitation Act, 2005

	FY
	Fiscal Year

	GDP
	Gross Domestic Product

	GE
	Grant Element

	GFR
	General Financial Rules

	IBRD
	International Bank for Reconstruction and Development

	IDA
	International Development Association

	IDB
	Islamic Development Bank

	IDBP
	Industrial Development Bank of Pakistan

	IFAD
	International Fund for Agriculture Development

	IFC 
	International Finance Corporation

	IMF
	International Monetary Fund

	IPECC
	Indonesia & Pakistan Economic & Cultural Cooperation

	JECs
	Joint Economic Commissions

	JMCs
	Joint Ministerial Commissions

	KESC
	Karachi Electric Supply Corporation

	LCs
	Letter of Credits

	LIBOR
	London Inter Bank Offered Rate

	MIS
	Management Information System

	MOU
	Memorandum of Understanding

	NBP
	National Bank of Pakistan

	NEC
	National Economic Council

	NHA
	National Highways Authority

	NIS
	New Item Statement

	ODA
	Official Development Assistance

	OECD
	Organization for Economic Cooperation & Development

	OGDC
	Oil & Gas Development Corporation

	OPEC
	Organization of Petroleum Exporting Countries

	PAC
	Public Accounts Committee

	PAO
	Principal Accounting Officer

	PC Wing
	Paris Club Wing

	PCMs
	Priority Committee Meetings

	PDF
	Pakistan Development Forum

	PSDP
	Public Sector Development Programme

	PSs
	Policy Sections

	QSR
	Quarterly Status Report on Commitments & Disbursements of Foreign Economic Assistance

	R&S WING
	Research & Statistics Wing

	R/E
	Revised Estimates

	RCD
	Regional Cooperation for Development

	SAFRON
	States & Frontier Regions 

	SBP
	State Bank of Pakistan

	TSG
	Technical Supplementary Grant

	UAE
	United Arab Emirates

	UNCTAD
	United Nation Conference on Trade and Development

	UNDP
	United Nations Development Programme

	WAPDA
	Water & Power Development Authority

	WFP
	World Food Programme


 Appendix-I: Fiscal Responsibility & Debt Limitation Act
Act No. VI OF 2005
An Act to provide for elimination of revenue deficit and reduction of public debt to a prudent level by effective public debt management
WHEREAS it is expedient to provide for elimination of revenue deficit and reduction of public debt to a prudent level by effective debt management and for matters connected herewith and incidental thereto;  

It is hereby enacted as follows:–  

CHAPTER I
PRELIMINARY

1.
Short title, extent and commencement.–[1] This Act may be called the Fiscal Responsibility and Debt Limitation Act. 2005.

[2]     It extends to the whole of Pakistan.

[3]     It shall come into force at once.

2.
Definitions:– In the Act unless there is anything repugnant in the subject or context,-

(a) "annual budget statement" means the annual statement of the estimated receipts and expenditures of the Federal Government laid before the National Assembly under Article 80 of the Constitution;

(b) "Constitution" means the Constitution of the Islamic Republic of Pakistan;

(c) "debt reduction path" means the debt reduction path prepared by Debt Policy Co-ordination Office established under clause [b] []f subsection [2] of section 13;

(d) "economic policy statements" means the economic, fiscal and debt policy statements specified in sub-section [1] of section 4;

(e) "fiscal indicators" means the measures such as numerical ratios and proportions to gross domestic product or revenues for evaluation of the fiscal position of the Government as may be prescribed;

(f) "guarantee" includes any obligation undertaken to make payments in the event of the profit of an undertaking failing short of a specified amount;

(g) "Minister" means the Minister for Finance, Government of Pakistan;

(h) "Office" means the Debt Policy Co-ordination Office established under sub-section [1] of section 12;

(i) "prescribed" means, except where otherwise provided, prescribed by rules made under this Act;

(j) "principles of sound fiscal and debt management" means the principles of sound fiscal and debt management specified in section 3;

(k) "revenue deficit” means the difference between total current expenditure and total revenue of the Government which indicates increase in liabilities of the Government without corresponding increase in assets of the Government;

(l) "social and poverty related expenditure" means Government expenditure under the heads of-

(i) Highways, roads and bridges;

(ii) water supply and sanitation;

(iii) education;

(iv) health;

(v) population planning;

(vi) social security and other welfare;

(vii) natural calamities;

(viii) Irrigation;

(ix) land reclamation;

(x) rural development;

(xi) food subsidies;

(xii) sub-ordinate judiciary;

(xiii) law and order [only the development aspect];

(xiv) village electrification; and

(xv) food support programme;

and includes such other expenditures as may be specified in the National Poverty Reduction Strategy Paper from time to time;

(m) "total expenditure" means a sum of total recurrent and development expenditure of the Government;

(n) "total current expenditure" means a sum of total recurrent expenditure of the Government;

(o) "total public debt" means a sum of the total outstanding borrowings of the Government; and

(p) "total revenue" means a sum of tax revenues, non-tax revenues and surcharges of the Government.

CHAPTER II
PRINCIPLES OF SOUND FISCAL AND DEBT MANAGEMENT

3.
 Principles of sound fiscal and debt management.–[1] Subject to sub-section [4], the Federal Government shall pursue its policy objectives in accordance with the principles of sound fiscal and debt management specific in sub-section [3].

2. The Federal Government shall take all appropriate measures to eliminate the revenue deficit, reduce total public debt and maintain it within prudent limits thereof. 

3. In particular and without prejudice to the generality of the foregoing provisions, the following shall be the principles of sound fiscal and debt management namely:-

(a) reducing the revenue deficit to nil not later than the thirtieth June, 2008, and thereafter maintaining a revenue surplus;

(b) ensuring that within a period often financial years, beginning from the first July, 2003 and ending on the thirtieth June, 2013. the total public debt at the end of the tenth financial year docs not exceed sixty per cent of the estimated gross domestic product for that year and thereafter maintaining the total public debt below sixty percent of gross domestic product for any given year; 

(c) ensuring that in every financial year, beginning from the first July, 2003, and ending on the thirtieth June, 20 13, the total public debt is reduced by not less than two and a half per cent of the estimated gross domestic product for any given year:–

Provided that the social and poverty alleviation related expenditures are not reduced below 4.5% of the estimated gross domestic product for any given year and budgetary allocation to education and health, will be doubled from the existing level in terms of percentage of gross domestic product during the next ten years; and

(d) not issuing new guarantees, including those for rupee lending, bonds, rates of return, output purchase agreements and all other claims and commitments that may be prescribed, from time to time, for any amount exceeding two per cent of  the estimated grossdc2mestic product in any financial year:

Provided that the renewal of existing guarantees shall be considered as issuing a new guarantee.

4. The Federal Government may depart from the principles of sound fiscal and debt management on the ground or grounds of unforeseen demands on the finances of the Government due to national security or natural calamity as determined by the National Assembly, but when the Federal Government does so–

(a) any such departure shall be temporary; and

(b) the Minister shall, in accordance with the provisions of this Act specify–

(i) the reasons for the Federal Government's departure from those principles;

(j) the approach or measures the Federal Government intends to take to return to those principles; and

(k) the period of time that the Federal Government expects to take to return to those principles.

CHAPTER III
ECONOMIC POLICY STATEMENTS

4.
Economic policy statements to be laid before the National Assembly.–[1] The Federal Government shall, in each year, cause to be laid before the National Assembly, the following statements of economic, fiscal and debt policy, namely:–

(a) the medium term budgetary statement;

(b) the fiscal policy statement; and

(c) the debt policy statement:

Provided that if the National Assembly is not in session, the statements may not be laid until it next sits or as soon as practicable after that even if that is after the end of the period specified in sub-section [2].

(2) The economic policy statements specified on sub-section [1] shall cause to be laid before the National Assembly by the end of the period specified in sections 5, 6 and 7.  

(3) The economic policy statements shall be in such form as may be prescribed from time to time by the Federal Government.

5.  
The medium term budgetary statement.–[1]
The Federal Government shall include a medium term budgetary statement, consistent with the principles of sound fiscal and debt management, in the annual budget statement to be laid before the National Assembly each year not later than the thirtieth day of June of each financial year.

(2) The medium term budgetary statement shall set forth a three year rolling target for economic indicators.

(3) In particular and without prejudice to the provisions contained in sub-section [2], the medium term budgetary -statement shall, for the financial year commencing on the first day of July and the two financial years following that financial year,-

(a) indicate explicitly, by the use of ratios or other means the Federal Government's intentions regarding economic indicators including those specified in sub-section [2] of section 6; and

(b) specify clearly key fiscal measures and risks that the Federal Government considers important and against which fiscal policy will be set and assessed.

6.
The fiscal policy statement.-[1] The Federal Government shall cause to be laid before the National Assembly the fiscal policy statement by the end of January each year.

(2) The fiscal policy statement shall, inter alia, analyze the following key macroeconomic indicators, namely:-

(a) total expenditures;

(b) total revenues;

(c) total fiscal deficit;

(d) revenue deficit; and

(e) total public debt.

(3) The Federal Government shall explain how fiscal indicators accord with the principles of sound fiscal and debt management.

(4) The fiscal policy statement shall also contain- 

(a) the key fiscal measures and rationale for any major deviation in fiscal measures pertaining to taxation, subsidy, expenditure, administered pricing and borrowing;

(b) an update on key information regarding macroeconomic indicators;

(c) the strategic priorities of the Federal Government for the financial year in the fiscal area;

(d) the analysis to the fullest extent possible of all policy decisions made by the Federal Government and all other circumstances that may have a material effect on meeting the targets for economic indicators for that fiscal year as specified in the medium term budgetary statement; and

(e) an evaluation as to how the current policies of the Federal Government are in conformity with the principle of sound fiscal arid debt management and the targets set forth in the medium term budgetary statement in section 5.

7.
The debt policy statement.-[1] The Federal Government shall cause to be laid before the National Assembly, the debt policy statement by the end of January each year.

(2) The purpose of the debt policy statement is to allow the assessment of the Federal Government's debt policies against the principles, of sound fiscal and debt management and the debt reduction path. 

(3) In particular and without prejudice to the provisions or sub-section [2] the debt policy statement shall, inter alia, contain–

(a) assessment of the Federal Government's success or failure in meeting the targets of total public debt to estimated gross domestic product for any given year as specified in the debt reduction path;

(b) evaluations of external and domestic borrowing strategies and provide policy advice on these strategies;

(c) evaluations of the nominal and real costs of external and domestic borrowing and suggest ways to contain these costs;

(d) analysis of the foreign currency exposure of Pakistan's external debt;

(e) consistent and authenticated information on public and external debt and guarantees issued by the Government with ex post facto budgetary out-turns of, ill guarantees and those of other such claims and commitments;

(f) information of all loan agreements contracted, disbursements made thereof and repayments made thereon, if any, by the Government during the fiscal year; and

(g) analysis of trends in public debt and external debt and steps taken to conform to the debt reduction path as well as suggestions for adjustments, if any, in the Federal Government's overall debt strategy.

8. Disclosure of policy decisions and other matters.-[1]  Subject to sub-section[3], every economic policy statement prepared under this Act shall incorporate to the fullest extent possible all Federal Government decisions and all other circumstances that may have a material effect on the fiscal and economic situation of the country.

(2) Where the fiscal implications of Federal Government decisions and other circumstances referred to in sub-section [1] can be quantified for particular years with reasonable certainty by the day on which the statements arc finalized, the quantified fiscal implications of those Government decisions and other circumstances shall be incorporated in the statements.

(3) Nothing in sub-sections [1]  and [2] shall apply to a decision or circumstance where the Minister determines that to incorporate that decision or circumstance in an economic policy statement is likely to-

(a) prejudice the substantial economic interests of Pakistan;

(b) prejudice the security or defence of Pakistan of its international relations;

(c) compromise the Federal Government in a material way in negotiation litigation or commercial activity; or

(d) result in material loss of value to the Federal Government, and there is no reasonable or prudent way the Federal Government can avoid this prejudice compromise or material loss.

9.
Measures to enforce compliance.-Notwithstanding anything in sub-section [4] of section 3, if the Federal Government continuously fails to meet the target of debt to gross domestic product ratio specified in the debt reduction path for any given year over the period of two financial years starting from the first statement which indicates the failure of the Federal Government in meeting the prescribed target, the Federal Government shall take all necessary measures including the curtailment of the sums authorised to be paid and applied from and out of, the Federal consolidated Fund to return to the debt reduction path latest by the end of the next two financial years:

Provided that nothing in this section shall apply to-

(a) the expenditure charge 'upon the Federal Consolidated Fund under Article 51 of the Constitution; and

(b) the social and poverty alleviation related expenditures specified in the proviso to clause [c] of sub-section [3] of section 3.

10.
Statement of responsibility.–[1] Every statement prepared under sections 5, 6 and 7 scan be accompanied by a statement of responsibility signed by the Minister and the Secretary of Finance and comprising-

(a) a  statement by the Minister that all policy decisions with material economic or fiscal implications that the Federal Government has made before the day on which the, contents of the economic policy statements were finalized and all other circumstances with material economic or fiscal implications of which the Minister was aware before that day have been communicated to the Secretary of Finance; and 

(b) a statement by the Secretary of Finance that the Ministry as supplied to the Minister, using its best professional judgment on he basic of economic and fiscal  information available to it before the day on which the contents of the economic policy statements went finalised, an economic and fiscal statement incorporating the fiscal and economic implications of those decisions and circumstances, but any decisions or circumstances that the Minister has determined under sub-section [3] of section 8 shall not be incorporated in that economic policy ,statement.

2. A statement of the Minister's responsibility shall, inter alia provide for–

(a) the integrity of the disclosures contained in the economic policy statements;

(b) the consistency with the requirements of this Act of the information contained in the economic policy statements; and

(c) the omission from the economic policy statement of any decision or circumstance specified in sub-section [3] of section 8.

11. Measures for .fiscal transparency.-[1] The Federal Government shall take appropriate measures to ensure greater transparency in its fiscal operations in public interest and minimize, as far as practicable, secrecy in the preparation of the annual budget.

(2) In particular and without prejudice to the generality of the provisions of sub-section [1], the Federal Government shall, at the time of presentation of annual budget, disclose in a statement as may be prescribed,- 

(a) the significant changes in the accounting standards, definitions, policies and practices affecting, or likely to affect, the computation of prescribed fiscal indicators; and 

(b) as far as practicable and consistent with protection of public interest all guarantees including those for rupee lending, bonds, rates of return, output purchase agreement, exchange risk, claims, and commitments made by the Federal Government having potential budgetary implications, including revenue demands raised but not realized and liability in respect of major works and contracts.

CHAPTER IV
DEBT POLICY CO-ORDINATION OFFICE

12.
Establishment of the Debt Policy Co-ordination Office.-[1] Within sixty days of the commencement of this Act, the Federal Government shall, by notification in the official Gazette, establish an office to be known as Debt Policy Co-ordination Office. The Office shall-

(a) Work under the direct supervision of the Minister;

(b) consist of three directors of whom two directors shall be from the private sector and one of the directors shall be designated as Director-General.

(2) The directors of the Office shall be appointed for a term of three years and shall be eligible for reappointment for a similar term. A director shall not be appointed for more than two terms.

(3) A director of the Office, may be removed by the Federal Government from his office, if on an inquiry by the Federal Public Service Commission, 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.

(4) The terms and conditions of service of the director of the Office shall be such as maybe prescribed.

12. Functions of the Office.-[1] The Office shall perform such functions as are specified in sub-section [2] or as may be prescribed from time to time.

(2) Without prejudice to the generality of the foregoing provision, the Office shall-

(a) prepare a debt reduction path in consultation with the Federal Government to achieve the principles of sound fiscal and debt management;

(b) monitor and evaluate external and domestic borrowing strategies and provide policy advice on an appropriate mix of external borrowing from all sources; 

(c) monitor the nominal and real costs of external and domestic borrowing and suggest ways to contain these costs;

(d) analyze the foreign currency exposure of Pakistan's external debt including foreign exchange obligations to residents and providing a framework for foreign exchange risk management:

(e) provide consistent and authenticated information on public and external debt and Government guarantees including total guarantees outstanding;

(f) prepare a debt policy statement on an annual basis on trends in public and external debt and implementing adopted debt reduction goals as well as suggesting adjustments in the Federal Governments overall debt strategy;

(g) provide leadership on debt data questions and ensure compliance with agreed reporting requirements; and

(h) maintain a centralized and updated electronic record without prejudice to the specific responsibilities of the State Bank of Pakistan. Economic Affairs Division, Budget and External Finance Wings and Central Directorate of National Savings of the public and external debts including updated balances and limits for the total public debt and guarantees.

(3) The Federal Government shall cause to be laid before the National Assembly the debt reduction path as soon as may be after its preparation under sub-section [2].

CHAPTER V

MISCELLANEOUS PROVISIONS

13. Publication and access of statements.-[l] The Minister shall, in respect of every economic policy statement referred to in section 4 arrange for publication in the Official Gazette a notice-

(a) indicating, where the statement is published in advance of being laid before the National Assembly, that the statement has been published: and 

(b) specifying a place at which copies of the statement are available for public free of charge.

(2) The Secretary of Finance shall in respect 01 every statement published under sub-section [1] within fifteen days of the publication of the statement arrange for its publication on the website of the Ministry of Finance.

15.
Indemnity.-No suit, prosecution or other legal proceedings shall lie against the Federal Government or any officer of the Government for anything which is in good faith done or intended to be done under this Act or the Rules made there under.

16.  
Application of other laws not barred.-The provisions of this Act shall be in addition to, and not in derogation of, any other law for the time being in force.

17. Power to make rules.-[1] The Federal Government may by notification in the Official Gazette, make rules for carrying out the purposes of this Act.

(2) In particular and without prejudice to the generality of the foregoing power, such rules may provide for all, or any of, the following matters, namely:-

(a) the forms of all the economic policy statements specified in section 4:

(b) the smooth functioning of the Office; and 

(c) any other matter which is required to be, or may be, prescribed.

18. Removal of difficulties.-If any difficulty arises In giving effect to the provisions of the Act, the Federal Government may, by an Order published in the Official Gazette make such provisions not inconsistent with the provisions of the Act as may appear to be necessary for removing the difficulty:

Provided that no Order shall be made under this section after the expiry of two years from the commencement of this Act. 

[2]
Every Order made under sub-section [1] shall, as soon as may be, cause to be laid before the National Assembly.  ______

RAJA MUHAMMAD AMIN,

Acting Secretary.
Appendix-II: Re-lending Terms
GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE, PLANNING AND ECONOMIC AFFAIRS

[ECONOMIC AFFAIRS DIVISION]
No. 3[1]SODR/74-II



Islamabad, the 24th September, 1975.

OFFICE MEMORANDUM

SUBJECT:
Modification of Interest Rates on Foreign Loans-Relending Terms.

    
The undersigned is directed to invite attention to this Division O.M. noted in the margin on the subject cited above and to state that the terms of re-lending of foreign loans and credits have been modified as under:

No. 1[19]EA [CRO]/62 dt. 25.5.62 [Annex A].

No. 34[1]DRS/69 dt. 16.1.69 [Annex A-I].

No. III[I]SODR/74 dt. 27.4.74 [Annex A-2].

No. 1[1]EA [CRO]/63 dt. 26.4.63 [Annex B].

a) Foreign Loans relent to the Departments of Federal or Provincial Governments for which no commercial accounts are maintained. In accordance with O.M. dated 26th May, 1962 foreign loans obtained by the Federal Government are relent to the Provincial Governments on the same terms at which these have been obtained. This policy would continue to be followed.

b) Foreign Loans relent to the Departments of Federal or Provincial Governments for which commercial Accounts are to be maintained. The federal Government have decided that the interest rate of 8 ½% per annum shall be charged from these departments. If in any case Government desires to subsidies any activity pertaining to such projects, this should be done by budgetary support rather than through charging a lower interest rate.

c) Foreign Loans relent to Bodies and Corporations by the Federal and Provincial governments. The Federal Government have decided that interest rate of 8 ½% or the rate charged by the Creditors whichever is higher shall be charged. In addition, ¼% shall continue to be charged to cover exchange risk as at present.

d) Foreign Loans relent to Industrial/Financial Institutions. The Federal Government have decided that interest rate of 8 ½% or the rate charged by the Creditors, whichever is higher, shall be charged on all foreign loans relent to the industrial and financial institutions namely NDFC, IDBP and PICIC. In addition 1/2$% shall be charged as exchange risk as at present. The re-lending rate by these institutions may not exceed 11% to the final borrower.

e) Supplier Credits. In case of Supplier Credits obtained for particular projects these will be passed on to the final users on the terms of foreign lenders and in addition the guarantee commission at ½% should be payable to Federal Government. In such cases the exchange risk will be borne by the borrowers as at present.

2.
It has also been decided that foreign loans for the Karachi Steel Mills and other Heavy Engineering Industries and, as a special case, for Dir Complex would be relent at the same rate at which these were obtained.

3.
The revised rates would be charged in respect of new sanctions and sanctions already issued would be governed by the old rates.

4.
The requests for exemption would be put up to Economic Co-ordination Committee of the Cabinet.

Sd/-

MAKHDOOM H. CHAUDHRI

Deputy Secretary.

To

1. Finance Division, External Finance Wing, Islamabad.

2. Finance Division, Budget Wing, Islamabad.

3. Finance Division, Investment Wing, Islamabad.

4. Planning Division, Islamabad.

5. Industrial Division, Islamabad.

6. Production Division, Islamabad.

7. Additional chief Secretary [Dev], Government of Sind, Karachi.

8. Additional chief Secretary [Dev], Government of Punjab, Lahore.

9. Additional chief Secretary [Dev], Government of NWFP, Peshawar.

10. Additional chief Secretary [Dev], Government of Balochistan, Quetta.

11. Finance Secretary, Government of Sind, Karachi.

12. Finance Secretary, Government of Punjab, Lahore.

13. Finance Secretary, Government of NWFP, Peshawar.

14. Finance Secretary, Government of Balochistan, Quetta.

15. Auditor General of Pakistan, Lahore.

16. Chairman of all Autonomous Institutions, Pakistan.

17. Financial Advisers of the Ministries and Divisions of the Central Government and Finance members of Autonomous Institutions.

Copy also forwarded to:

1. PICIC, 
KARACHI

2. IDBP,  
KARACHI

3. NDFC, KARACHI

4. AGPR, ISLAMABAD.

5. All Division of the Government of Pakistan [Not mentioned above].

6. State Bank of Pakistan Central Directorate [Foreign Exchange Department], Karachi.

7. All Sections concerned of Economic Affairs Division.

8. Cabinet Division [Mr. K. M. Farooq, S.O.], Rawalpindi.

Sd/-

MOHABAT ALI

Section Officer [DM].

Annex - A


Copy of Economic Affairs Division Office Memorandum No. 1[19]EA[CRO]/62, dated the 26th May, 1962, as amended on the subject of re-lending terms of foreign loans.


The undersigned is directed to say that a number of Governments and Institutions interested in development assistance to Pakistan have offered loans to the Government of Pakistan to finance projects of the Provincial Governments, the statutory institutions or parties in the private sector. Some of these lending Government and Institutions stipulate also re-lending terms in the loan agreements. At present there are wide variations in the interest and repayment terms of loans available from the various sources. Some of the aid givers provide loans payable over a long period at a low rate of interest. It is not appropriate to pass on loans received on such terms to commercial types of projects which can afford to pay the normal interest charges and also repay the loans over a shorter period.

2.
The Economic Affairs Division are endeavouring to obtain from the aid giving Governments and Institutions a free hand in determining re-lending terms with a view to removing the existing anomaly under which certain projects receive very favourable rates of interest while similar other projects have to bear a much higher rate of interest.

3.
Government have now decided that, with immediate effect, the re-lending terms of all foreign loans negotiated by the Central Government for projects of the Provincial Governments, the statutory institutions or parties in the private sector shall, unless provided otherwise in the relevant loan agreements, be standardized on the following basis:

1.
Foreign Loan Relent to Projects in the Private Sector

a. Re-lending Agency.

All foreign loans negotiated by the Central government for projects in the private sector shall be channeled through one of the credit agencies either the Pakistan Industrial Development bank of Pakistan [IDBP], as may be decided by Government.

b. Selection of parties.

For loans obtained for general industrial development, Government shall not nominate parties but shall leave it to the credit agency concerned.

c. Exchange Risk.

The exchange risk shall be borne by the final borrower for the period of repayment to the extent of the principal balance of the loan outstanding. In case where this repayment period is shorter than the period for which the loan has been obtained by Government from the foreign lender, a charged of one-half of one per cent [1/2 of 1%] on the principal balance of the loan outstanding shall be levied from the party concerned to cover the exchange risk which will be borne by Government during the unexpired portion of the loan.

d. Interest. [i] The final borrower shall pay interest at the rate of eight and one half per cent [8 ½%] per annum on the principal balance of the loan outstanding.

    [ii]  In the case of special industries, however, Government may reduce this standard rate of interest as may be appropriate for such industries.

*e. 
Repayment.

The final borrower shall repay the loan in accordance with an amortization schedule extending to fifteen years in the case of loans amounting to Rs.10 lacks and above and to ten years in other cases, provided the amortization schedule of the loan agreement extends to this period.

f.    Pre-payment.

The final borrower shall not be allowed to repay any redemption installments in advance of maturity prescribed under [e] above.

*g. Commission for credit Agency. [i] Government shall allow the IDBP, in view of larger risk, a commission of two and one-half per cent [2 ½%], and [b] the PICIC a commission of two percent [2%] subject to a margin to this extent being available between the lending rate of eight and on-half per cent [8½%] mentioned in Para 3-1 [d] [i] above and the external borrowing rate. Therefore, foreign loans will be passed on to the credit agency concerned at the borrowing rate subject to a minimum of six per cent [6%] for PICIC.

i. In the exceptional cases where Government specifically agrees to assume the credit risk and nominators a credit agency only to administer the loan, the commission allowed to the credit agency shall be one quarter of one percent [1/4% of 1%].

e. Risk of Default.
 The credit agency concerned shall bear the risk of default by the final borrower in all cases except where the Government specifically agrees to assume the credit risk and nominates a credit agency shall obtain on behalf of the Government such securities as may be approved by Government in each individual case.

I.
Reserve Fund.
 The difference between the lending rate to the final borrower and the borrowing rate from the foreign lender, after deduction of the commission payable to the credit agency through which the loan is channeled to the final borrower, shall be credited to a special Reserve Fund. Necessary accounting instructions in this regard will be issued separately by the Ministry of Finance in consultation with the Auditor General.

II.
Foreign Loans Relent to the Provincial Governments
j.
All foreign loans negotiated by the Central Government for projects under the ultimate administrative charge of the Provincial Governments shall be passed on to these Governments on the same terms on which they are borrowed. The Provincial Government will have to bear all charges [commitment charge, interest and exchange risk] for the entire duration of the loans and shall be responsible for arranging repayment on the due dates in accordance with the schedules of the loans.

III.
Foreign Loans Relent to Statutory Institutions under the Central and Provincial Government

k. In the case of foreign loans negotiated by the Central Government and relent to statutory institutions under the Central or Provincial Governments, the Government shall charge interest at the standard rate of seven and one half percent [7 ½%] when these loans are relent for projects of commercial nature. In addition Government shall charge one-fourth of one per cent [1/4 of 1%] from the statutory institutions concerned in case where the re-lending period for institutions is shorter than the period of redemption of the loan to the foreign lender, to cover the exchange risk for the unexpired portion of the loan. For non-commercial projects of statutory institutions, the Government may re-lend at such rates as may be appropriate for each project.

IV.
Foreign Loan for Import of Commodities

l. Commodity Aid.
All Commodity imports financed under foreign loans for the   use in the private sector or the public sector shall be paid for in cash.

V.
Imports under Suppliers Credit

 *[m]
Suppliers Credits.
All borrowers in the private sector for projects financed under  the suppliers credits negotiated by Government from the various countries shall pay interest at the rate of seven and one-half per cent [7 ½%] per annum. In cases where the suppliers credits have been negotiated with the prior approval of the Government by the parties themselves, actual terms negotiated may be allowed, after each such case has been considered on merits by the Government.


*As modified by EAD O.M. No.34[1]DRS/69 dt. 16-1-69  [Annexure-B-I]

*As modified with effect from Oct. 30, 1964, by GOP, EAD, Memo No.1[1]EA/CRO/63, dated the 30th October, 1964.


**As modified by GOP, EAD O.M. No.1[20]EA/CRDO/63, dated 24th July, 1962 and 1[1]EA/[CRO]/63, dated 19th January, 1965.


*As modified by GOP, EAD, O.M. No.1[1]EA[CRO]/63, dated 24th July, 1965.

Annex  A-I

COPY OF ECONOMIC AFFAIRS DIVISION OFFICE MEMORANDUM NO. 34[1]DRS/69 DATED 16-1-1969, AS MODIFIED ON THE SUBJECT OF RE-LENDING TERMS OF FOREIGN LOANS.


The undersigned is to invite attention of the Industries Division etc. to this Division’s O.M. No. 1[19]EA[CRO]/62, dated 26th May, 1962 [appearing as Annexture “A” to the Memorandum No. 1[1]EA[CRO]/63, dated 26th April, 1963] on the subject noted above and to state that the terms of re-lending of foreign loans for projects in the Private Sector have been modified as under:

i Re-lending rate by credit institutions, i.e. PICIC and IDBP in respect of foreign loans has been raised from 7 ½% to 8 ½% [Cf. sub-para [d] [I] of para 1 of O.M. dated 26th May, 62].

ii In view of the larger risk carried by the IDBP [Larger number of loans of small amounts], the margin between its re-lending rate and the rate at which Government passes on the line of credit has been fixed at 2 ½% i.e. wherever possible, the line of Credit shall be passed on to the IDBP at a rate not higher than 6% [Cf. sub-para [g] [i] ibid].

iii In the case of PICIC, the margin between its re-lending rate and the rate at which Government passes on the line of credit has been  kept at 2% i.e. Government re-lending rate of foreign loans has been raised to minimum of 6 ½% [ Cf. sub-para [g] [i] ibid].

iv The exchange risk charge has been raised from ¼% to ½% [Cf. sub-para [c] ibid].

2.
The above-mentioned revised rates would be effective from 10th December, 1968 and the sub-paragraphs [d] [i] [g] [i] and [c] of paragraph I of this Division’s O.M. No. 1[19]-EA[CRO]/62 dated 26th May, 1962, would be deemed to have been amended accordingly as from 10th December, 1968. The undersigned is to add that the revised rates would be charged only in respect of new sanctions, and sanctions already issued would be governed by the old rates.

3.
It has also been decided that in case of loans for the public sector, only those for industrial units should be charged interest at the revised rates. Other public sector venture would continue be governed by the old rates.

Annex  A-2

No. III [I]SO-DR/74




Islamabad, the 27th April, 1974.

OFFICE MEMORANDUM

SUBJECT:
Modification of Re-lending terms of foreign loans

The undersigned is directed to invite attention to this Division’s O.M. No. 1[19]/EA[CRO]/62 dated 26th May, 1962 [appearing as Annexure A to the Memorandum No. 1[1]EA [CRO]/63 dated the 26th April, 1963] on the subject noted above and to state that the terms of re-lending of foreign loans for projects in the private sector have been modified as under:

Repayment.
The final borrower shall repay in accordance with the following:

i The maximum period of repayment would be 15 years or the redemption period of the loan, which ever is less. The financing agencies may fix the amortization schedules of the sub-loan within the maximum period with reference to the repayment capacity of the individual project.

ii The repayment period should start from the date of disbursement of first instalment of each sub-loan.

2.
The above mentioned terms would be effective from 12th May, 1972 and sub paragraphs 1 [e] of paragraph 3 of this Division’s O.M. No. 1[19]-EA-[CRO]/62 dated the 26th May, 1962 would be deemed to have been amended accordingly as from 12th May, 1972. These terms will be applicable to new sanctions since 12th May, 1972 and in regard to loans advanced before this date, the lending agency should consider, on case to case basis whether a change in terms in called for and further that the repayment terms may be made softer only in those cases where repayment under the existing terms, is beyond the capacity of the concerned projects.

3.
It is requested that necessary action in the light of this modification may be taken up immediately.

Sd/

ANWAR ABBAS ANSARI,

Deputy Secretary.

1. Finance Division, External Finance Wing, Islamabad.

2. Finance Division, Budget Wing, Islamabad.

3. Finance Division, Investment Wing, Islamabad.

4. Planning Division, Islamabad.

5. Industries Division, Islamabad.

6. PICIC, Karachi

7. IDBP, Karachi.

8. Additional Chief Secretary [Dev], Government of Sindh, Karachi.

9. Additional Chief Secretary, Government of Punjab, Lahore.

10. Additional Chief Secretary, [Dev] Government of Balochistan, Quetta.

11. Additional Chief Secretary, [Dev], Government NWFP, Peshawar.

12. Finance Secretary, Government of Sindh, Karachi.

13. Finance Secretary, Government of Punjab, Lahore.

14. Finance Secretary, Government of NWFP, Peshawar.

15. Finance Secretary, Government of Balochistan, Quetta.

16. Auditor General of Pakistan, Lahore.

17. AGPR [Foreign Aid Section], Islamabad.

18. All the Divisions of the Government of Pakistan [Not mentioned above].

19. Chairman of all autonomous Institutions of Pakistan.

20. Financial Advisers of the Ministries and Divisions of the Central Government and Finance members of autonomous Institutions.

21. State Bank of Pakistan, Central Directorate [Foreign Exchange Department], Karachi.

22. All Sections concerned of Economic Affairs Division.

Annex-B

No.1[1]EA [CRO]/63

GOVERNMENT OF PAKISTAN

PRESIDENT’S SECRETARIAT

[Economic Affairs Division]
Rawalpindi, the 26th April, 1963.

MEMORANDUM

Subject:
Re-lending terms of Foreign Loans.

The undersigned is directed to refer to this Division’s Office Memorandum on the above subject, No. 1[19]-EA [CRO]/62 dated the 26th May, 1962, as amended [Annexture  “A”] and to state that in order facilitate negotiations with the foreign aid giving countries and agencies, it has been found necessary to define in greater detail the re-lending terms which Government intend to apply to the different types of public sector projects. Accordingly it has been decided to adopt uniform terms for re-lending to the various categories of projects as detailed below:

I.
AGRICULTURE

The following terms shall be adopted:

[i] Non-remunerative schemes
The Economic Affairs Division would endeavor to persuade aid-giving agencies not to specify re-lending terms in case of projects specifically classified by Provincial Governments as non-remunerative. But if the aid-giving agencies should specify a particular rate, the sponsoring agency would be charged the rate specified in the agreement and any relief intended to be given to the ultimate beneficiaries would be extended through appropriate subsidies borne by the general revenues of the Government concerned. Where the aid-giving agencies agree not to insist on specifying re-lending terms, the Provincial Governments would be free to charge any rates considered appropriate for the project in accordance with the existing policy laid down in Para [k] of Annexure “A”.

[ii] Remunerative and Partly-remunerative schemes
The following projects have been presently recommended by the Provincial Governments to fall in this category:

a) Sale of fertilizers, plant protection materials, rental of pumps and tractors.

b) Development of land by heavy earth-moving machinery.

In these cases the following re-lending terms shall be applied:

Interest

4%

Repayment

20 to 25 years

Grace period

5 years.

All other projects in this sector are considered to be “Non-remunerative” by the Provincial Governments.
II.
WATER AND POWER

[i] Irrigation, flood control and reclamation
Normally an interest rate of 4% should be charged but the Economic Affairs Division will endeavour to negotiate lower rates for specified projects if so desired by the Provincial Government. The repayment period would normally be 25 years with 5 years grace period. For specific projects, Economic Affairs Division would try to negotiate for a longer period.

*[ii] Machinery Pool Organization

The following re-lending terms shall be applied:

Interest

4%

Repayment

10 years [maximum]. 

Grace Period

3 years.

[iii] POWER

The following re-lending terms shall be applied subject to the condition that these will be further reviewed in the light of the recommendations of the Power Commission:

Interest

4%

Repayment

25 years [maximum]
Grace Period

5 years.

[iv] General Investigations

In the case of foreign loans obtained for general investigations or general consultants’ services, not linked to specific projects, the re-lending terms should be the minimum acceptable to the aid-giving agency. If the investigations are chargeable to specific projects, the normal re-lending terms for these projects should also apply to foreign loan for employment of consultants. These principles would also apply to foreign loans obtained for general consultant services in sectors other than water and power.

III. INDUSTRIES, FUELS AND MINERALS

[i] Large Scale Industry
Each case should be considered separately, in the light of paras [d] and [k] of Annexure “A” namely, that commercial project in the public sector should pay the standard charge fixed for the private sector, unless a reduction was justified on the grounds of its being a special industry.
[ii]  
Small Scale Industries

 
The following terms shall be fixed for public sector investments in small scale industry, e.g., development of industries:



Interest 

4%.



Repayment

25 Years.



Grace period

5 Years.

Added by GOP, EAD OM No. 1[30]EA [CRO]/63 dated the 17th September, 1964.

As regards non-remunerative activities of the Small Industries Section such as technical assistance and training, such activities should be financed by treating a part of the loan as a grant. This procedure was suggested by IDA in the case of their credit for Small Industrial Estates Project of West Pakistan and was accepted by the West Pakistan Government.

IV. TRANSPORT AND COMMUNICATIONS

[i] Railways

The re-lending rates shall continue to be regulated by the Separation Convention as embodied in the Transfer of Railways Order, 1962.

[ii] Posts, Telegraphs and Telephone Departments

The proforma adjustments in respect of Posts and Telegraph and Telephone budgets will continue to be regulated by orders of the Ministry of Finance. It is expected that as Posts and Telegraph and Telephone are departments of Government, the aid-giving agency will not prescribe the re-lending terms. However, if an aid-giving agency so insists, a rate not lower than the borrowing rate or the rate of interest prescribed by the Ministry of Finance for purposes of proforma entries, whichever is higher, may be accepted.

[iii] Road Construction

As road construction is undertaken directly by Government, it is expected that the question of re-lending terms will not arise. If the aid-giving agencies so insist, the following terms shall apply:-

Interest

3 ½%

Repayment

40 years

Grace Period

5 years.

[iv] Road Transport

In accordance with the existing policy laid down in para [k] of Annexure “A” the re-lending rates for Road Transport Corporations will be as follows:-

Interest

7 ½% plus exchange risk charge of ¼%

Repayment 

10 years

Grace Period

3 years.

[v] IWTA [Semi-Public Sector]
Re-lending rates for IWTA projects shall be as follows, unless the aid-giving agency prescribes a higher minimum:-

Interest

3 ½%

Repayment

25 years

Grace Period

3 years

[vi] Ports

As Ports are semi-commercial organizations, the following terms shall be applied for loans to the Chittagong and Karachi Port Trusts:
Interest

6%

Repayment

20 years

Grace Period

5 years.
As a special case, an interest rate of 4% shall apply to loans for Chalna Port.

[vii] Civil Aviation-AirportS
As no separate commercial accounts are kept for civil aviation, it is expected that the aid-gi ving agencies will not raise the question of re-lending terms. In case it is unavoidable to specify the terms, these shall be as follows:-

Interest

4%

Repayment

25 years [maximum].

Grace Period

5 years.

[viii] Air Transport

The re-lending rates for loans passed on to PIA shall be as follows:-

Interest

6%

Repayment

10 years

Grace period

3 years.

V. SOCIAL SERVICES

(I) Non-remunerative activities [education and health]
No commercial accounts are kept for education and health project and it is expected that aid-giving agencies will not insist on interest being charged from these projects. If there are any debt charges, these will have to be borne by the general revenues of the Government concerned.

[ii] Partly-remunerative activities [Housing and Water Supply]
The Economic Affairs Division will endeavour to persuade the aid-giving agencies not to specify the re-lending terms. In case it becomes necessary to specify the re-lending terms, an interest charge up to three and one-half per cent [3 ½%] per annum may be accepted. Repayment period may be up to a maximum of 25 years with a 5 years grace period.

2.
The undersigned is to add that as already decided, all foreign loans negotiated by the Central Government for projects under the ultimate administrative change of the Provincial Government shall be passed on to the Provincial Governments on the same terms on which these are received. The profit or loss occurring from re-lending to specific provincial projects will, therefore, be retained by the Provincial Governments concerned.

V. A. JAFAREY,

Joint Secretary to the Government of Pakistan.

To

1. All Secretaries of the Ministries and Heads of Division of the Government of Pakistan.

2. The Chief Secretary to the Government of East/West Pakistan, Dacca/Lahore.

3. The Chairmen of all autonomous institutions.

4. The General Manager, Pakistan Industrial Credit and Investment Corporation.

5. The Managing Director of the Industrial Development Bank of Pakistan.

No. 1[1]-EA [CRO]/63, dated the 26th April, 1963.

Copy also forwarded to:

1. All the Financial Advisers of the Ministries and Divisions of the Government of Pakistan and the Finance Members of Autonomous institutions.

2. The High Commissioner for Pakistan in Australia / Canada / Newzealand / United Kingdom and the Ambassador of Pakistan in Belgium / France / Germany / Italy / Japan/Netherlands/USA.

3. The Secretary, State Bank of Pakistan, Central Directorate, Karachi.

4. All Sections of the Economic Affairs Division, Rawalpindi/Karachi.

5. The Comptroller and Auditor General of Pakistan.

V. A. JAFAREY,

Joint Secretary to the Government of Pakistan.

Annex-C

GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE AND ECONOMIC AFFAIRS

[Economic Affairs Division]
No. 1[5] SODR/78-II




Islamabad, the 11th November, 1980

OFFICE MEMORANDUM

SUBJECT:
REVISED RE-LENDING TERMS OF FOREIGN LOANS FOR THE PROJECT IN THE PRIVATE SECTOR.
The undersigned is directed to invite attention to this Division O.M. noted in the margin on the subject cited above and to state that the terms of re-lending of foreign loans and credits for the projects in the Private sector have been modified as under:
	a. In future all foreign exchange risk would be borne by the federal government. The foreign currency value of the new loans excluding Supplier Credits to the Financial Institutions/sub-borrowers will be converted into rupees at the exchange rate prevailing on the date of withdrawal/disbursement and the liability thus determined in rupee would form the basis for repayment.

	b. Foreign Exchange risk charges Payable to the Federal Government.
	3 % p.a.

	c. Interest rate payable to the Federal Government
	8.5% per annum or the rate charged by the lender whichever is higher.

	d. Re-lending Interest rate payable by the sub-borrowers
	The re-lending rate by the financial Institutions will not exceed 14% to the final borrowers.

	e. Margin [Spread payable to the Financial Institutions] 
	2.5% subject to a margin to this extent being available between the re-lending rate of 14% and borrowing [Lending] rate plus exchange risk.

	f. Repayment period.
	15 years including 2 years grace period [only in case where such grace period is admissible to GOP] or the redemption period of the loan whichever is less. The grace period will start from the date of first installment.


3. The above mentioned revised re-lending terms would be effective from 27th August, 1980 and the concerned provisions embodied in O.M. noted in the margin would be deemed to have been amended accordingly.
Letters No. and dates.

No. 1[19]EA[CRO]/62 dt. 26.5.62.

No. 34[1]DRS/69 dt. 16-1-69.

No. 111[1]SODR/74 dt. 27-4-1974

No. 3[1]SODR/74 II dt. 24-9-75.

3.
The revised rates will be charged in respect of new sanctions and sanctions already issued would be governed by the old rates.

4.
The requests for exemption would be put up to Economic Coordination Committee of the Cabinet.

MAKHDOOM H. CHAUDHRI

Deputy Secretary.

To:

1. Finance Division, [Mr. Mohammad Sharif DS] External Finance Wing, Islamabad.

2. Finance Division [Mr. Ahmad Hussain Qureshi, DS], Budget Wing, Islamabad.

3. Finance Division, [Mr. Khizer Ahmad Jan, DS] Investment Wing, Islamabad.

4. Planning Division, Islamabad.

5. Industries Division, Islamabad.

6. Production Division, Islamabad.

7. Auditor General of Pakistan, Lahore.

8. Chairman, ADBP, Islamabad.

9. Chairman, PICIC, Karachi.

10. Chairman, IDBP, Karachi.

11. Chairman, NDFC, Karachi.

12. Financial Advisers of the Ministries and Divisions of the Central Government and Finance Members of Autonomous Institutions.

13. AGPR, Islamabad.

14. All Divisions of the government of Pakistan [Not mentioned above].

15. State Bank of Pakistan Central Directorate [Foreign Exchange Department], Karachi.

16. Cabinet Division, Rawalpindi.

17. J.S. [US & BK], Economic Affairs Division, Islamabad.

18. J.S. [CM], Economic Affairs Division, Islamabad.

19. DS [CM], Economic Affairs Division, Islamabad.

20. DS [BK], Economic Affairs Division, Islamabad.

21. DS [US], Economic Affairs Division, Islamabad.

22. DS [IC], Economic Affairs Division, Islamabad.

23. All Sections concerned of EAD.

Annex-D

GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE AND ECONOMIC AFFAIRS

[Economic Affairs Division]
No. 1[5] SODR/78-II.




Islamabad, the 2nd April, 1981

OFFICE MEMORANDUM

SUBJECT:
RE-LENDING TERMS OF FOREIGN LOANS

The undersigned is directed to refer to the Economic Affairs Division’s O.M. of even number dated 11th November, 1980 on the subject noted above.

2.
It has been decided by the Federal Government that the grace period for both in respect of private and public sector projects would in future, range between two to five years depending on the nature of the project.

3.
The above decision would be effective from 3rd February, 1981.

4. 
The requests for allowing grace period beyond the period mentioned in this Division O.M. of even number dated 11th November, 1980 in respect of projects in the private sector would however be put up to the Minster for Finance for approval by the respective administrative Ministry concerned.

MAKHDOOM H. CHAUDHARI,

Deputy Secretary.

1. Finance Division, [Mr. Mohammad Sharif DS] External Finance Wing, Islamabad.

2. Finance Division [Mr. Ahmad Hussain Qureshi, DS], Budget Wing, Islamabad.

3. Finance Division, [Mr. Khizer Ahmad Jan, DS] Investment Wing, Islamabad.

4. Planning Division, Islamabad.

5. Industries Division, Islamabad.

6. Production Division, Islamabad.

7. Auditor General of Pakistan, Lahore.

8. Finance Secretary, Government of the Punjab, Lahore.

9. Finance Secretary, Government of the Sindh, Karachi.

10. Finance Secretary, Government of the NWFP, Peshawar.

11. Finance Secretary, Government of the Balochistan, Quetta.

12. Chairman, ADBP, Islamabad.

13. Chairman, PICIC, Karachi.

14. Chairman, IDBP, Karachi.

15. Chairman, NDFC, Karachi.

16. Financial Advisers of the Ministries and Divisions of the Central Government and Finance Members of Autonomous Institutions.

17. AGPR, Islamabad.

18. All Divisions of the government of Pakistan [Not mentioned above].

19. State Bank of Pakistan Central Directorate [Foreign Exchange Department], Karachi.

20. Cabinet Division, Rawalpindi, with reference to their OM No. /CF/ /80 [CEC 3/1-81 dated 17-3-1981.

21. J.S [US &BK], Economic Affairs Division, Islamabad.

22. J.S [CM], Economic Affairs Division, Islamabad.

23. D.S [CM] Economic Affairs Division Islamabad.

24. D.S [ BK] Economic Affairs Division Islamabad.

25. D.S [UK], Economic Affairs Division, Islamabad.

26. D.S [IC], Economic Affairs Division, Islamabad.

27. All Sections Concerned of EAD.

Annex-E

GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE AND ECONOMIC AFFAIRS

[Economic Affairs Division]
No. 1[1] SO [DR]/77-II.



Islamabad, the 11th November, 1981

OFFICE MEMORANDUM

SUBJECT: 
RE-LENDING TERMS OF FOREIGN LOANS-SUPPLIERS CREDITS.

The undersigned is directed to invite attention to para 1 [e] of this Division’s O.M. No. 1[3] SO[DR]/74-II dated 4th September, 1975 on the subject noted above and to state that Economic Affairs Division has been receiving references from a number of agencies seeking clarification regarding the exact coverage of foreign loans and credits under para 1 [e] of the O. M. ibid.

2. 
This issue has been examined and relevant decisions regarding the levy of guarantee fee consulted. These are two types of foreign loans and credits:

i Foreign loans and credits contracted by the Federal Government as borrower with the foreign Government/Agencies and relent to the final users in the public and private sector i.e. Provincial Governments, Autonomous Bodies of Federal and Provincial Governments, Industrial/Financial Institutions and private sector agencies. These loans appear in Government accounts and are termed as “RELENT LOANS’.

ii Foreign loans and credits directly negotiated with the Foreign Suppliers / Agencies/International Financial Institutions etc, by the borrowers or negotiated by the borrowers with the prior approval of the Federal Government and guaranteed by the latter. These loans are serviced by the borrowing agencies and their transactions do not appear in Government Accounts. These loans which also include Suppliers Credits are termed as “GUARANTEED LOANS”.
3. 
As regards charging of guarantee fee, it has been decided in consultation with Ministry of Finance that the criteria for levy of guarantee fee is the guarantee extended by the Federal Government. It is, therefore, clarified that guarantee fee will be charged only in cases where the Federal Government has extended guarantee and in cases where no such guarantee has been extended no guarantee fee will be levied. In the light of this clarification all foreign loans and credits including Suppliers Credits discussed in sub-para 2 [ii] above where guarantee has been extended by the Federal Government are eligible for levy of guarantee fee in terms of para 1 [e] of the O.M. referred to above.

SD/-

MOHABBAT ALI,

Section Officer [DM].

1. Finance Division, [Mr. Mohammad Sharif DS] External Finance Wing, Islamabad.

2. Finance Division [Mr. Ahmad Hussain Qureshi, DS], Budget Wing, Islamabad.

3. Finance Division, [Mr. Khizer Ahmad Jan, DS] Investment Wing, Islamabad.

4. Planning Division, Islamabad.

5. Industries Division, Islamabad.

6. Production Division, Islamabad.

7. Auditor General of Pakistan, Lahore.

8. Chairman, ADBP, Islamabad.

9. Chairman, PICIC, Karachi.

10. Chairman, IDBP, Karachi.

11. Chairman, NDFC, Karachi.

12. Financial Advisers of the Ministries and Divisions of the Central Government and Finance Members of Autonomous Institutions.

13. AGPR, Islamabad.

14. All Divisions of the government of Pakistan [Not mentioned above].

15. State Bank of Pakistan Central Directorate [Foreign Exchange Department], Karachi.

16. Cabinet Division, Rawalpindi.

17. J.S. [US & BK], Economic Affairs Division, Islamabad.

18. J.S. [CM], Economic Affairs Division, Islamabad.

19. J.S. [IC & NC] Economic Affairs Division, Islamabad.

20. DS [CM], Economic Affairs Division, Islamabad.

21. DS [BK], Economic Affairs Division, Islamabad.

22. DS [US], Economic Affairs Division, Islamabad.

23. DS [IC], Economic Affairs Division, Islamabad.

24. All Sections concerned of EAD.

GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE AND ECONOMIC AFFAIRS

[Economic Affairs Division]
No. 1[4] SO [DR]/82.




Islamabad, the 2nd September, 1982

OFFICE MEMORANDUM

SUBJECT:
MODIFICATION OF RE-LENDING INTEREST RATES OF FOREIGN LOANS AND CREDITS.

The undersigned is directed to invite attention to this Division’s O.M. noted in the margin on the subject noted above and to state that the re-lending interest rates of foreign loans and credits have been modified as under:

Letter No. and Date.

No. 3[1]SODR/74-II, dated 24-9-1975.

No. 1[5]SO [DR]/78-II, dated 11-11-1980.

	1) Foreign loans relent to the Departments of Federal or Provincial Governments for which no commercial accounts are maintained.
	Foreign loans obtained by the Federal Government and relent to the Provincial Governments would continue to be Passed on the same terms at which these have been borrowed.       

	2) Foreign loans relent to the Departments of Federal or Provincial Governments for which commercial accounts are maintained. 
	11% p.a. inclusive of exchange risk charge.

	3) Foreign Loans relent to Autonomous Bodies/ Corporations of the Federal and Provincial Governments:
a) Projects of public utilities
b) Projects other than public Utilities.


	11% p.a. inclusive of foreign Exchange risk charge.

14% p.a. inclusive of exchange Risk charge.

	4) Foreign loans relent to Financial Institutions [IDBP, PICIC, NDFC and Bankers Equity Limited].
	11% p.a. inclusive of exchange risk charge. The re-lending rate to the final borrower will be 14% p.a. inclusive of exchange risk charges. If, as a result of higher spread demanded by the creditors, the interest rate to the final borrower exceeds 14% p.a. the excess will be passed on to the final borrower.

	5) Direct borrowing inclusive Of Suppliers Credits/Guaranteed Loans.
	An option would be given to the borrower either to bear exchange risk or pay 3% commission to the Government for taking over exchange risk. The guarantee commission of ½% of 1% would continue to be charged by the Federal Government as at present.


2.  The revised re-lending terms would be effective from 16th May, 1982 on new sanctions [allocations] and the loans relent earlier or old sanctions would continue to be regulated by orders already in force. The concerned provisions embodied in O.Ms. noted in the margin would be deemed to have been amended accordingly.

3. The requests for exemption would be put up to ECC of the Cabinet.

SD/-

MAKHDOOM H. CHAUDHRI,

Deputy Secretary,

Tel; 26459

1. Finance Division, [Mr. Mohammad Iqbal Hussain, DS] External Finance Wing, Islamabad.

2. Finance Division [Mr. Ahmad Hussain Qureshi, DS], Budget Wing, Islamabad.

3. Finance Division, [Mr. Khizer Ahmad Jan, DS] Investment Wing, Islamabad.

4. Planning Division, Islamabad.

5. Industries Division, Islamabad.

6. Production Division, Islamabad.

7. Auditor General of Pakistan, Lahore.

8. Chairman, ADBP, Islamabad.

9. Chairman, PICIC, Karachi.

10. Chairman, IDBP, Karachi.

11. Chairman, NDFC, Karachi.

12. Financial Advisers of the Ministries and Divisions of the Central Government and Finance Members of Autonomous Institutions.

13. AGPR, Islamabad.

14. All Divisions of the government of Pakistan [Not mentioned above].

15. State Bank of Pakistan Central Directorate [Foreign Exchange Department], Karachi.

16. Cabinet Division, Rawalpindi.

17. J.S. [US & BK], Economic Affairs Division, Islamabad.

18. J.S. [CM], Economic Affairs Division, Islamabad.

19. J.S. [IC & NC] Economic Affairs Division, Islamabad.

20. DS [CM], Economic Affairs Division, Islamabad.

21. DS [BK], Economic Affairs Division, Islamabad.

22. DS [US], Economic Affairs Division, Islamabad.

23. DS [IC], Economic Affairs Division, Islamabad.

24. All Sections concerned of EAD.

Government of Pakistan

Ministry of Finance & Economic Affairs

[Economic Affairs Division]
*********

No.1[1]SO[DM]/90




      Islamabad, the 20th June, 1990

OFFICE MEMORANDUM

Subject:
RE-LENDING OF FOREIGN LOANS-ABSORPTION OF EXCHANGE RISK.

The undersigned is directed to refer to this Division’s O.M. of even number dated April 15, 1990 on the subject noted above and to say that consequent upon the upward revision of the exchanger risk fee rate from 3% p.a. to 5% by the Government of Pakistan w.e.f. April 30, 1990 the terms and conditions in the aforementioned O.M. have been modified as under:

CATEGORY OF LOAN/CREDIT

A. RELENT LOANS

	AGENCY
	INTEREST/EXCHANGE RISK FEE ETC.
	PAYMENT PERIOD

	[i]
The Departments of Provincial Governments for which no commercial accounts are maintained.
	The loans/credits will be passed on to the Provincial Governments/ Departments on the same terms and conditions at which these have been borrowed. There will be no exchange risk coverage in such cases.
	The actual redemption period available to the Government of Pakistan.

	[ii]
The Departments of Federal/Provincial Governments for which commercial accounts are maintained.
	11% p.a. inclusive of exchange risk coverage fee.
	Maximum period of 25 years including 5 years grace period or the actual redemption period available to the Government of Pakistan which ever is less. 

	[iii]
Autonomous Bodies/ Corporations of the Federal/Provincial Governments.

[a]
Projects of public utilities.
	-do-
	-do-

	[b]
Projects other than public utilities [Industry, Fuel, Minerals, Air/Sea/Road Transport etc.]
	14% p.a. inclusive of exchange risk coverage fee.
	Generally the repayment period as specified under Category-iv below will be applicable. However, this period can be extended up to the limit prescribed under [a] above with the approval of Finance Minister. 

	[iv]  

Development Financial Institutions [PICIC/IDBP/NDFC, Bankers Equity Ltd. etc.]
	11% p.a. inclusive of exchange risk coverage fee. The re-lending rate to the final borrowers will be 14% p.a.
	Maximum period of 15 years including a grace period of 2 years or the actual redemption period available to the Government of Pakistan which ever is less. Grace period can be extended up to 5 years with the approval of Finance Minister. The grace period will start from the date of disbursement of first installment.


B. DIRECTS LOANS/SUPPLIERS CREDITS.

	Development Financial Institutions and Public Sector agencies including Corporations/Autonomous Bodies of Federal and Provincial Governments.
	The rate for exchange risk fee will be the difference between the re-lending interest rates specified in [iii] & [iv] of ‘A’ above and the interest rates payable to the foreign lenders  subject to minimum of 5% p.a. The rate of exchange risk fee in respect of pubic sector agencies will not exceed the rates notified by the State Bank of Pakistan from time to time.
	Actual redemption period available in the loan agreement signed with the foreign lenders.


2.
Further guidelines/conditions which the borrowers will have to observe in addition to the terms specified above are as follows:

[i]
The exchanger risk coverage is available from the date of opening of   L/C or the date of disbursement on the option of the borrowers.

(ii) The exchange risk coverage option will be registered by the Economic Affairs Division [Debt Management Wing]. The exchange risks option in respect of category [A] Relent Loans of para-I will be reflected in the subsidiary loan agreement/re-lending sanction letter. The requests for registration of option in respect of category-B Direct Loans/Suppliers Credits of para-1 should however, be received in the Economic Affairs Division within 30 days from the date of signing of the agreement/contract or within such extended time limit as may be allowed by the Ministry of Finance.

(iii) The exchange risk coverage fee at the rates mentioned against each category of loans in para-1 above will be charged with effect from the date[s] of option/arrangements/ date[s] of opening of L/Cs or dates of withdrawals as the case may be.

[iv]
The exchange risk coverage fee subject to a minimum of 5% p.a. will separately be charged for the period commencing from the L/Cs opening date and ending on the day preceding the date of disbursement if the coverage is opted w.e.f. the L/Cs opening date.

(v) In cases where loans are guaranteed by the Federal Government, guarantee fee @ 0.5% p.a. will be charged from the borrowers on the amount of loan disbursed and outstanding from time to time.

(vi) All charges and fees including commitment charges etc. if any, payable by the Government of Pakistan to the foreign lenders will also be borne by the borrowers pro-rate of the allocation made to each borrower in addition to the amounts of principal and interest.

(vii) The option in respect of exchange risk coverage, once exercised will be final and will remain valid till the liquidation of the entire loan.

*[vii]   For the purpose of determining the debt liability in cases where the borrowers opts for exchange risk cover from the  L/C opening date, the foreign currency of the L/C will be converted into Pak rupee instead of the currency of disbursement/re-imbursement at the exchange rates prevailing on the date of opening of L/C.

          * [viii]  The exchange risk fee will be charged at the rate notified by  the State Bank of Pakistan for the respective currency of L/C for the period commencing from the L/C opening date and ending on  the day preceding the date of   disbursement.    After   the disbursement, the prescribed interest, which invariably includes the exchange risk fee, will be charged from the borrowers as usual.
(ix) The amount of principal, interest, commitment charges, exchange risk fee, guarantee fee etc. are to be deposited in separate Heads of Accounts as under:

	PRINCIPAL
	2200000- Recovery of Loans and Advances

	INTEREST, COMMITMENT CHARGES/ OTHER CHARGES
	1130000-Interest and Commitments charges/Other Charges

	EXCHANGE RISK FEE
	3312018-Reserve Fund for Exchange risk on Foreign Loans

	GUARANTEE FEE
	1139000-Commission on Foreign Loans and Credits


(x) Exchange risk fee, guarantee fee, or commitment charges etc. are to be deposited on the due dates along with the interest/principal payments.

*:-As modified w.e.f. 8th September 1992 under EAD’s O.M. No.1[1]SO[DM]/90 -A dt. 29th October, 1992.

(xi) Exchange risk fee, guarantee fee, or commitment charges etc. are to be deposited on the due dates along with the interest/principal payments.

(xii) Exchange risk coverage will be provided for both principal as well as interest while exchange risk coverage fee will be charged only on the amount of loan disbursed and outstanding from time to time.

3.       The exchange risk fee will be recovered in the following manner if the Exchange risk coverage is availed from the date of opening of letter of credit: 

(a) The fee will be recovered in advance on the amount of letter of credit, at the time of its opening for a period of one year or for the period of validity of the letter of credit whichever is less, subject to adjustment on the basis of actual disbursement.

(b) In case the letter of credit is initially valid for less than one year and is extended subsequently, exchange risk coverage fee for the extended period will be recovered in advance at the time of extending the letter of credit. After disbursement, the exchange risk fee will be recovered at the time of repayment of principal/interest in the case of direct borrowings, while in the case of “relent” loans; exchange risk fee will not be recovered after disbursement separately because the composite interest rate already includes the element of exchange risk coverage fee.

(c) Conversion of foreign currency amounts into Pak. rupee will be made at the Authorized Dealer’s Spot Selling rate obtaining on the date of opening of letter of credit. In case several letters of credit are opened under a single loan, the foreign currency amount of each letter of credit will be converted into Pak. rupee at the Authorized Dealer’s Sport Selling rate obtaining on the date of opening of the respective letter of credit and the total Pak. Rupee amount of all the L/Cs will give the average rate at which exchange risk coverage has been provided under that loan.

(d)  In case disbursement is made in currencies other than currencies in which L/Cs are opened, the conversion of the currencies of disbursement will be made at the rate prevailing on the date of opening of Letters of Credit.

4.              The cases where exchange risk coverage has been provided before issue of this Office Memorandum shall governed by the terms and conditions under which the facility was originally made available unless otherwise mutually agreed.

5.             After completion of disbursement, borrowing agencies will prepare repayment schedule showing the amounts of principal/interest in foreign currency as well as in Pak. rupee and will submit three copies thereof to the Economic Affairs Division [Debt Management Wing] along with photo copies of the relative letters of credit/Bills of Lading and Exchange Rate Bulletins showing the rates obtaining on the date of opening of letters of credit/disbursement. Economic Affairs Division [Debt Management Wing] will return one copy of the repayment schedule duly registered to the borrowing agency.

6.             The borrowers in respect of loans falling under category-B of para-I above including loans guaranteed by the Government of Pakistan will effect remittances of payment installments after obtaining necessary authority from the Economic Affairs Division[Debt Management Wing] and thereafter submit claims for re-imbursement against the exchange rate differential if any, to the Economic Affairs Division [Debt Management Wing] or make deposits into Government accounts, supported by the following documents:-

i. Photo copies of receipted challans showing deposits of exchange risk coverage fee/ guarantee fee [where required] with State Bank of Pakistan/National Bank of Pakistan duly certified by the concerned bank with particular reference to the item in the monthly statement of deposit submitted to Economic Affairs Division.

ii. Photo copies of Exchange Rates Bulletins for the dates of remittances of the repayment installments.

iii. Photo copy of the challan for deposit of amount, in case the rate prevailing on the date of remittance of repayment installment happens to be lower than that on the date of disbursements.

7.                 Requests for exemption from the above terms shall be put up to the ECC of the Cabinet through the Administrative Ministry after obtaining the views of the Finance Division and Economic Affairs Division.

8.                 Clarification, if any, as to the interpretation of the instructions contained in this Office Memorandum may be sought from the Economic Affairs Division.

    Sd/-

[ZAFAR IQBAL]
Deputy Secretary

All concerned

Government of Pakistan

Ministry of Finance & Economic Affairs

[Economic Affairs Division

*******

No.1[15]SO[DM]/97




Islamabad, the 30th October,1997

OFFICE MEMORANDUM

Subject:-
RE-LENDING OF FOREIGN LOANS/CREDITS -ABSORPTION OF EXCHANGE RISK.

           The undersigned is directed to refer to this Division’s O.M. No.1[1]   SO[DM]/90 dated 20th June 1990 [Annex] on the subject noted above and to say that the matter of fixation of adequate exchange risk cover fee had been under consideration of the Government. It has now been decided that for foreign loans contracted and relent w.e.f 19.8.1997 the fee for exchange risk cover will be 6% of total outstanding amount and charged both on principal and interest separately. Accordingly the liability of Provincial Governments, Federal Departments, Autonomous Bodies and Development Financial Institutions on account of interest and exchange risk fee shall be fixed as per table given below:

RELENT LOANS

	AGENCY
	INTEREST/EXCHANGE RISK FEE ETC.
	REPAYMENT PERIOD

	i] 
Foreign loans for provincial governments
	The loans/credits will be passed on to the provincial governments/departments on the same terms and conditions at which these have been borrowed. There will be no exchange risk coverage in such cases. 

	The actual redemption period available to the Government of Pakistan.

	ii]
Federal Government departments like NLC, CAA etc. for which commercial accounts are maintained.
	The re-lending will be made at 14% p.a. inclusive of interest rate of 8%+ ERC fee of 6%, which shall be charged both on the principal amount and interest amount separately. 
 
	Maximum period of 25 years including a grace period of 5 years or the actual redemption period available to the Government of Pakistan which ever is less.

	iii]
Autonomous bodies/Corporations
	Re-lending will be made at 17% inclusive of re-lending interest of 11% + ERC fee of 6% which shall be charged both on principal amount and interest amount separately.
	Generally the repayment period as specified under category-iv] below will be applicable. However, this period can be extended up to the limit prescribed under [ii] above with the approval of Finance Minister.

	iv]
Development Financial Institutions
	Interest rate of 8% p.a. In addition 6% p.a. will be charged on accounts of exchange risk fee both on principal as well as interest separately. The maximum re-lending rate for the final borrowers will be 17% p.a. inclusive of exchange risk fee.
	Maximum period of 15 years including a grace period of 2 years or the actual redemption period available to the Government of Pakistan which ever is less. Grace period can be extended up to 5 years with the approval of Finance Minister. The grace period will start from the date of disbursement of first installment.


2.          For direct loans and supplier’s credit contracted by DFIs/public sector agencies including corporations/autonomous bodies, the fee for exchange risk cover, if these organizations opt to avail this facility from the government, will be recovered at the rate notified by the National Bank of Pakistan for the purpose from time to time for both principal and interest separately. Repayment period will be actual redemption period available in the loan agreement signed with the foreign lenders.

3.              Other guidelines/conditions as contained in the above quoted O.M. of 20.6.1990 and amended from time to time shall continue to remain in force.

Sd/-

[AHMED MAHMOOD ZAHID]
Deputy Secretary

     [Debt Management Wing]
All concerned  

 Appendix-III:  Calendar of Returns
	Particulars
	Due Date
	To / from whom due

	
	Incoming
	Outgoing
	

	(i) C&B DIRECTORATE :

1.           C&B SECTION :

	1-A           Monthly Reports: 

	a. Disbursement Data
	20-30
	
	R&S Wing

	b. Statement of Actuals
	
	8-10
	Finance Division

	c. Monthly Actuals in Rupee
	
	20-22
	Finance Division

	d. Reconciliation with AGPR
	
	20-22
	Finance Division / F&A Section, EAD

	e. Figures of Computer Listing
	8-10
	
	SBP, Karachi

	1-B           Quarterly Reports: 

	a. Quarterly Status Report
	Sep/Dec/

Mar/June
	
	R&S Wing

	b. Reconciliation with AGPR & SBP
	
	Oct/Jan/

April/July
	DS -DM

	c. Currency-wise actual debt-servicing
	
	Oct/Jan/

April/July
	Finance / SBP

	d. Debt Stock [Disbursed & Outstanding]
	Oct/Jan/

April/July
	
	Computer Centre

	1-C           Half-Yearly Reports: 

	a. List of Loans
	
	Aug/Feb
	Auditor General of Pakistan & AGPR

	b. Forecast of Loans & Credits.
	
	Jan/July
	Finance/SBP

	1-D           Yearly Reports: 

	a. Survey Ownership           Classification
	
	December
	SBP

	b. Preliminary Budget estimates
	
	10-15 Dec
	Finance

	c. Final Budget Estimates
	
	April
	Finance

	d. Foreign Exchange Budget
	
	May
	Finance / SBP

	e. Budget in Brief
	
	May
	Finance

	f. Actual for Appropriation Accounts
	
	June
	AGPR

	2.           Recovery Section:

	2-A          Monthly Reports: 

	a. Arrear Report
	
	25-30
	DA – B



	b. Statement of actual Recovery
	
	07-10
	Finance Division

	c. Progress Report
	
	07-10
	DS - DM

	d. Report of Sanction Letters of re-lending terms
	
	20-25
	DS - DM

	e. Reminder to expedite the Sanction letters of re-lending terms
	
	20-25
	DA - B

	f. Due dates of Schedule completion
	
	08-10
	DA - B

	g. Reports of recoveries due & advised
	
	08-10
	DA - B

	2-D           Yearly Reports: 

	a. Estimates of Recoveries of Foreign Loans and Credits 
	October
	
	Provincial governments/Agencies/

Corporation

	b. Preliminary B/E of Recovery
	
	October
	DA - B

	c. Final Estimates of Recovery
	
	April 
	DA - B

	d. D.O. Letters reporting the default in payment to Administrative Ministries [By name to Secretary] and Copies endorsed to Secretary Finance [by Name]
	
	1st week of June 
	DS – DM

Addressed to various defaulting agencies.

	(ii) PAYMENT DIRECTORATE

	A.           Monthly Reports: 

	a. Report of Authorities Due & Issued
	
	07-10
	C&B Section

	b. Actuals of Debt-servicing
	
	20-25
	C&B Section

	c. Disbursement Report
	
	05-08
	Accounts Directorate

	d. Budget Register
	
	20-25
	Director Payment

	e. Disbursement data
	20-30
	
	R&S Wing

	B.           Quarterly Reports: 

	a. Currency-wise Disbursement data
	
	10th of Feb/May/

Aug/Nov.


	C&B Section

	b. Quarterly Status Report
	Sep/Dec/ Mar/June
	
	R&S Wing

	C.           Half-Yearly Reports: 

	Forecast of Debt-servicing
	
	Jan & July
	C&B Section

	(iii) ACCOUNTS DIRECTORATE 

	A.          Monthly Reports: 

	a. Disbursement data
	20-30
	
	R&S Wing

	b. Reconciliation Statement under Demand “Dev. Expenditure of EAD”
	
	First week 
	AGPR

	c. Reconciliation Statement under Demand “External Dev. Loans and Advances by the Federal Govt.”
	
	First week 
	AGPR

	d. Reconciliation Statement under Head “Technical Assistance Scheme”
	
	First week 
	AGPR

	e. Copies of Agreements for Loans/Grants
	When signed
	
	PSs

	B.           Quarterly Reports: 

	a. Quarterly Status Report
	Sep/Dec/

Mar/June
	
	R&S Wing

	b. Provision of Extracts from Status Report to the EAs for verification
	
	Sep/Dec/

Mar/June
	EAs

	C.           Half-Yearly Reports: 

	List of Agreements
	20th of

Jan & July
	
	PSs

	D.           Yearly Reports: 

	a. Skelton Appropriation Accounts
	When required
	
	AGPR



	b. Material for PAC
	When required
	
	SO F &A



	c. R/E &  B/E for the amount payable against commitment of Export Cr.
	December
	
	PSs

	d. NIS for Demand “External Dev. Loans & Advances by the Federal Govt.”
	
	June
	Finance Division

	e. NIS for Demand “Dev. Expenditure of EAD”
	
	June
	Finance Division

	f. NIS for Head ”Technical Assistance Scheme”
	
	June
	Finance Division

	g. RE &  BE for “Other Loans and Advances to the friendly countries” 
	
	On receipt from PSs
	Finance Division


Appendix-IV:
List of forms
	Form No.
	Description

	DM - DA -1
	Register of Agreements

	DM - DA -2
	Release Authority

	DM - DA -3
	Register of Credit Advices [received from SBP / NBP]

	DM - DA -4
	Reconciliation Statement of Receipts

	DM - DA -5
	Reconciliation Statement of Expenditure

	DM - DA -6
	Confirmation regarding adjustment of Disbursement 

	DM - DA -7
	Register for Receipt of Aid from the EAs /DPs

	DM - DC&B -8
	Budget Control Register

	DM - DC&B -9
	Subsidiary Loan Account Ledger

[Relent Foreign Loans & Credits]

	DM - DC&B -10
	Register of Sanctions
Re-lending Terms of Foreign Loans & Credits

	DM - DC&B -11
	Amortization Schedule

	DM - DC&B -12
	Register of Recoveries

	DM - DC&B -13
	B/E & R/E regarding Central Loans

	DM - DC&B -14
	B/E & R/E regarding Guaranteed Loans & Credits

	DM - DC&B -15
	B/E & R/E regarding Relent Loans

	DM - DC&B -16
	Reconciliation Statement [FLR]

	DM - DC&B -17
	Reconciliation Statement [SFD]

	DM - DC&B -18
	Reconciliation Statement [RSTFC]

	DM - DC&B -19
	Outstanding Debt

	DM - DP -20
	Title Sheet:  Individual Foreign Loan Account Ledger

	DM - DP -20-A
	Individual Foreign Loan Account Ledger

	DM - DP -21
	Register of Due Dates of Payments

	DM - DP -22
	Payment Authority:   Multi Currency

	DM - DP -23
	Payment Authority:   Single Currency

	DM - DP -24
	Payment Authority:   Guaranteed Loans


	Form DM – DA - 1

	REGISTER OF AGREEMENTS

	S.No
	Donor
	Agreement No.
	Date of Agreement
	Date of receipt
	Name of Project / Commodity
	Amount Committed
	Remarks / Special Provision, if any

	1
	2
	3
	4
	5
	6
	7
	8

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Form DM – DA - 2

[Release Authority]
MOST IMMEDIATE

Government of Pakistan

Ministry of Economic Affairs & Statistics

Economic Affairs Division

D M [Accounts] Wing

****

No.-------                                                          Islamabad, the -------------------
From: 


 Director Accounts,


 Economics Affairs Division, 


 Islamabad.

To:
The Accountant General,        [Attention: Accounts Officer A-III]

Pakistan Revenues,


Islamabad.

Subject: Release of Rs…............... to…….. under…................During the year -----------


I am directed to convey the sanction of the President of Pakistan to authorize the release of funds amounting to Rs……………/= [Rupees ……………………only] to …………………… for credit to their Account No……… Title “………………………………………….” 
2.

The expenditure involved is debitable to function cum object classification mentioned below under Demand No…………” ……………………………………………”, during the financial year-------------


Function Classification
Object Classification
      Amount [Rs in million]
                  

              



 Total:

               ,000, 000
[                                     ]
Director of Accounts [A]
Government of Pakistan

Finance Division

[FA’s Organization]
No.           /DFA/EAD/200                                 Islamabad, the -----------------------------

                            Dy Financial Adviser

Copy forwarded to:
1. AGPR Islamabad

2. Other concerned

[                        ]
Accounts Officer

	Form DM – DA - 3

	Register of Credit Advices received from SBP / NBP

	Loan/Grant No.
	 

	Classification
	 

	ID No.
	 

	Sr. No
	Letter No. & Date
	Foreign Currency
	Pak Rupees
	To whom Disbursed
	To whom Disbursed
	To whom Disbursed
	Adjustment Month

	1
	2
	3
	4
	5
	6
	7
	8

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


	Form DM – DA - 4

	Reconciliation Statement [Receipts]

	RECONCILIATION STATEMENT

IN RESPECT OF E03 DEBT E033 PERMANENT DEBT FOREIGN E03301 PERMANENT DEBT FOREIGN DIRECT

FOR THE PERIOD FROM…………….  TO………… 

	Donor
	EAD’s Figures
	AGPR’s Figures
	Variation
	Reason of variation

	
	During the month
	Progressive
	During the month
	Progressive
	
	

	1
	2
	3
	4
	5
	6
	7

	
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 Total
	 
	 
	 
	 
	 
	 

	Accounts Officer, EAD, Islamabad
	 

Assistant  Accounts Officer, Foreign Aid Section, AGPR Islamabad 
	Accounts Officer, AGPR, Islamabad 

	
	
	
	
	


	Form DM – DA - 5

	RECONCILIATION STATEMENT OF EXPENDITURE

FOR THE MONTH OF------------------------------

	ECONOMIC AFFAIRS DIVISION

	Classification
	BUDGET
	EAD’s  Figures
	AGPR ‘s Figures
	Variation
	Reasons of Variation

	
	Original
	Supplementary Grant / Technical Suppl. Grant
	Final 
	During the month
	Progressive
	During the month
	Progressive
	
	

	1
	2
	3
	4[2+3]
	5
	6
	7
	8
	9
	10

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Grand Total
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Accounts Officer, EAD Islamabad
	AAO,

Foreign Aid Section,

AGPR, Islamabad
	Accounts Officer, AGPR, Islamabad

AAO,

Expenditure Section, AGPR Islamabad
	Accounts Officer, AGPR, Islamabad


	Form DM – DA - 6

	Confirmation regarding adjustment of Disbursement 

	Project Executing Agency :_________________

	DISBURSEMENT PERIOD                                                                                                                        From-------------------- To---------------------

	S.No
	Project
	Loan No.
	Base Currency
	Disbursement in
	Amount Adjusted
	Balance

	
	
	
	
	US $
	Rs.
	
	

	1
	2
	3
	4
	5
	6
	7
	8

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 


	Form DM- DA-7

	Register showing account of receipt of aid

from Executing Agencies / Development Partners

	Commodity Aid

	Donor
	

	Name of Project / Programme
	

	Project No.
	

	Particulars
	Year: --------------------------

	
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Jan
	Feb
	Mar
	Apr
	May
	Jun

	Disbursement during the month
[Foreign Currency]
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Disbursement during the month [Rupees]
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Progressive Disbursement [Foreign Currency]
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Progressive Disbursement [Rupees]
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Deposit [Rupees]
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Progressive  Deposit [Rupees]
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Reference to disbursement i.e. date, file No &  page
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Month in which rupee deposit incorporated in Government Account
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM DM - DC&B - 8

	Budget Control Register

	LENDING COUNTRY/AGENCY:
	YEAR:

	No. and Date of the authority letter issued
	Due date of Payment
	Particulars of Loan/ Contract
	Amount Authorized
for Payment
	No. and Date of Advice of Rupee equivalent by SBP or EAs
	RUPEE
EQUIVALENT
	REMARKS

	
	
	
	Principal
	Interest / Commitment Charges
	Total
	
	Principal
	Interest / Commitment Charges
	Total
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM – DM – DC&B - 9

	SUBSIDIARY LOAN ACCOUNT LEDGER 

[ RELENT FOREIGN LOANS & CREDITS ]

	Particulars of Loans /Credits
	Loan Amount allocation
	Name of Sub-borrower
	Re-lending Terms
	Disbursement Amount
	Amount Recoverable
	No. & date of Advice for the Agency
	Amount Recovered
	Balance Recoverable
	Debt outstanding

	
	
	
	
	Date of Transaction
	Amount Disbursed
	Progressive Disbursement
	Undisbursed balance
	Principal
	Interest
	Total
	
	Principal
	Interest
	Total
	Principal
	Interest
	Total
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17
	18
	19

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM DM- DC&B - 10

	REGISTER OF SANCTION
OF RE-LENDING TERMS OF FOREIGN LANS AND CREDITS

	S. No.
	No. & Date of Sanction Letter
	Particulars of Loan
	Amount of Loan/ Allocation
	Name of Sub Borrower
	Amount of Loan / Allocation
	Sanction Letters

	
	
	
	
	
	Original
	Revised
	Due
	Issued
	Balance

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM DM – DC&B - 11

	AMORTIZATION SCHEDULE

	LOAN NO.
	
	AMOUNT :                                                 
	

	COUNTRY / AGENCY
	
	INTEREST RATE [% pa]                    
	

	SUB BORROWER AGENCY
	
	EX. RISK FEE [%]:                       
	

	 REPAYMENT PERIOD, including grace [Years]             
	
	 INSTALLMENT:               
	

	GRACE PERIOD [Years]                   
	
	
	

	DUE DATE
	OUT STANDING
	AMOUNT RECOVERABLE

	
	
	

	
	
	PRINCIPAL
	INTEREST
	EXCHANGE RISK FEE
	TOTAL

	1
	2
	3
	4
	5
	6[3+4+5]

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


	FORM –DM – DC&B - 12

	REGISTER OF RECOVERIES  PRINCIPAL, INTEREST, COMMITMENT, EXCHANGE RISK AND GUARANTEE FEE DUE FROM LOCAL BODIES /  PRIVATE SECTOR / AGENCIES  FOR THE PERIOD

	No. & date of advice for deposit / inter Government adjustment
	Particulars of Contract
	Amount Recoverable
	Amount Recovered
	No. & Date of Advice of Credit with particulars of TR No.& date of inter Government adjustment advice from AGPR
	Month in which Credit adjusted / accounted for by AGPR
	Remarks

	
	
	Principal
	Interest / Commitment / Exchange Risk Charges
	Guarantee / Commission Fee
	Government of Pakistan
	Local Bodies / Private Sector
	
	
	

	
	
	
	
	
	Principal
	Interest / Commitment / Exchange Risk Charges
	Guarantee / Commission Fee
	Principal
	Interest / Commitment / Exchange Risk Charges
	Guarantee / Commission Fee
	
	
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM DM – DC&B - 13

	BUDGET ESTIMATES & REVISED ESTIMATES

 IN RESPECT OF PRINCIPAL REPAYMENT AND INTEREST PAYMENT

[ FOREIGN LOANS & CREDITS-CENTRAL ]

 FOR THE YEAR_____________

	[Fig.  in  Million]

	Agency
	Loan No.
	Principal Outstanding
	Interest Rate
	Loan Currency
	Payment  Due
	Total Amount in
	Remarks

	
	
	
	
	
	 1st Installment [July-Dec.]
	2nd Installment [Jan-June]
	Loan Currency
	US $
	Pak Rs.
	

	
	
	
	
	
	Principal

[P]
	Interest

[I]
	P
	I
	P
	I
	P
	I
	P
	I
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM DM – DC&B - 14

	BUDGET ESTIMATES & REVISED ESTIMATES

 IN RESPECT OF PRINCIPAL REPAYMENT & INTEREST PAYMENT

 [GUARANTEED LOANS & CREDITS]

 FOR THE YEAR_____________

	[Fig.  in  Million]

	Agency
	Loan No.
	Principal Outstanding
	Interest Rate
	Loan Currency
	Payment  Due
	Total Amount in
	Remarks

	
	
	
	
	
	 1st Installment [July-Dec.]
	2nd Installment [Jan-June]
	Loan Currency
	US $
	Pak Rs
	

	
	
	
	
	
	Principal

[P]
	Interest

[I]
	P
	I
	P
	I
	P
	I
	P
	I
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM DM - DC&B - 15

	BUDGET ESTIMATES & REVISED ESTIMATES

IN RESPECT OF RECOVERIES OF PRINCIPAL AND INTEREST CHARGES, ETC.

DUE TO THE FEDERAL GOVERNMENT ON ACCOUNT OF

FOREIGN LOANS & CREDITS RELENT TO THE PROVINCIAL GOVERNMENTS, AUTONOMOUS BODIES, ETC.

FOR THE YEAR______________

	[Fig.  in  Million]

	Agency
	Loan No.
	Principal Outstanding
	Interest Rate
	Loan Currency
	Payment  Due
	Total Amount in
	Remarks

	
	
	
	
	
	 1st Installment [July-Dec.]
	2nd Installment [Jan-June]
	Loan Currency
	US $
	Pak Rs
	

	
	
	
	
	
	Principal

[P]
	Interest

[I]
	P
	I
	P
	I
	P
	I
	P
	I
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM DM – DC&B - 16

	 FOREIGN LOANS REPAYMENTS [FLR]

	        RECONCILIATION STATEMENT OF EXPENDITURE FOR THE MONTH  OF ------------- 

FISCAL YEAR---------------                

	[Fig. in Rupees]

	COUNTRY CODE
	2890 TO 2926

	Name of Department
	ECONOMIC AFFAIRS DIVISION

	   FUNCTION:
	01
	General Public Service

	
	011
	Executive and Legislative Organs Financial & Fiscal Affairs, External Affairs

	
	0112
	Financial & Fiscal Affairs

	
	011208
	Foreign Debt Management

	Object heads.
	BUDGET
	EAD’S

FIGURES.
	AGPR’S

FIGURES.
	DIFFERENCE

	
	Sanctioned
	Supplementary /

Surrender
	TOTAL
	During month
	Progressive
	During month
	Progressive
	

	1
	2
	3
	4
	5
	6
	7
	8
	9 =[6-8]

	011208- A 10

Principal Repayments of Loans              
	 
	 
	 
	 
	 
	 
	 
	 

	011208- A 102

Principal Repayment
-Foreign
	 
	 
	 
	 
	 
	 
	 
	 

	Superintendent              EAD, Islamabad
	Accounts Officer                   EAD, Islamabad
	A.A.O [Foreign Aid]                          AGPR, Islamabad
	Accounts Officer                              Exp. Section                                           AGPR, Islamabad              


	FORM DM – DC&B - 17

	SERVICING OF FOREIGN DEBT [SFD]

	        RECONCILIATION STATEMENT OF EXPENDITURE FOR THE MONTH  OF ------------- 

FISCAL YEAR---------------                

	[Fig. in Rupees]

	COUNTRY CODE
	2851 - 2889

	Name of Department
	ECONOMIC AFFAIRS DIVISION

	   FUNCTION:
	01
	General Public Service

	
	011
	Executive and Legislative Organs Financial & Fiscal Affairs, External Affairs

	
	0112
	Financial & Fiscal Affairs

	
	011208
	Foreign Debt Management

	Object heads.
	BUDGET
	EAD’S

FIGURES.
	AGPR’S

FIGURES.
	DIFFERENCE

	
	Sanctioned
	Supplementary /

Surrender
	TOTAL
	During month
	Progressive
	During month
	Progressive
	

	1
	2
	3
	4
	5
	6
	7
	8
	9 =[6-8]

	011208- A 07

Interest Payment           
	 
	 
	 
	 
	 
	 
	 
	 

	011208- A072

Interest -Foreign
	 
	 
	 
	 
	 
	 
	 
	 

	Superintendent              EAD, Islamabad
	Accounts Officer                   EAD, Islamabad
	A.A.O [Foreign Aid]                          AGPR, Islamabad
	Accounts Officer                              Exp. Section                                           AGPR, Islamabad              


	FORM DM – DC&B - 18

	REPAYMENT OF SHORT TERM FOREIGN CREDITS [RSTFC]

	        RECONCILIATION STATEMENT OF EXPENDITURE FOR THE MONTH  OF ------------- 

FISCAL YEAR---------------                

	[Fig. in Rupees]

	COUNTRY CODE
	1830

	Name of Department
	ECONOMIC AFFAIRS DIVISION

	   FUNCTION:
	01
	General Public Service

	
	011
	Executive and Legislative Organs Financial & Fiscal Affairs, External Affairs

	
	0112
	Financial & Fiscal Affairs

	
	011208
	Foreign Debt Management

	Object heads.
	BUDGET
	EAD’S

FIGURES.
	AGPR’S

FIGURES.
	DIFFERENCE

	
	Sanctioned
	Supplementary /

Surrender
	TOTAL
	During month
	Progressive
	During month
	Progressive
	

	1
	2
	3
	4
	5
	6
	7
	8
	9 =[6-8]

	011208- A 10

Principal Repayments

of Loans            
	 
	 
	 
	 
	 
	 
	 
	 

	011208- A 102

Principal Repayment Foreign
	 
	 
	 
	 
	 
	 
	 
	 

	Superintendent              EAD, Islamabad
	Accounts Officer                   EAD, Islamabad
	A.A.O [Foreign Aid]                          AGPR, Islamabad
	Accounts Officer                              Exp. Section                                           AGPR, Islamabad              


	FORM DM – DC&B - 19

	OUTSTANDING DEBT OF THE FEDERAL GOVERNMENT

	[Amount in $]

	S.NO.
	COUNTRY/ AGENCY
	OUTSTANDING AS ON 30TH JUNE OF PREVIOUS YEAR
	DISBURSEMENT DURING CURRENT FINANCIAL YEAR
	REPAYMENT DURING CURRENT FINANCIAL YEAR
	OUTSTANDING AS ON 30TH JUNE OF  RELEVANT YEAR

	1
	BELGIUM
	 
	 
	 
	 

	2
	CANADA
	 
	 
	 
	 

	3
	FRANCE
	 
	 
	 
	 

	4
	ITALY
	 
	 
	 
	 

	5
	JAPAN / JAPAN EXIM BANK
	 
	 
	 
	 

	6
	AUSTRIA
	 
	 
	 
	 

	7
	N.I. BANK
	 
	 
	 
	 

	8
	GERMANY
	 
	 
	 
	 

	9
	U.S.A. [P&C]
	 
	 
	 
	 

	10
	U.S.A. [EXIM BANK F.E.]
	 
	 
	 
	 

	11
	U.S.A. [DEFENCE LOANS]
	 
	 
	 
	 

	12
	PL - 480
	 
	 
	 
	 

	13
	NBPs
	 
	 
	 
	 

	14
	A.D.B.
	 
	 
	 
	 

	15
	I.B.R.D
	 
	 
	 
	 

	16
	I.D.A.
	 
	 
	 
	 

	17
	IFAD
	 
	 
	 
	 

	18
	SWISS
	 
	 
	 
	 

	19
	IDB [ L.T ]
	 
	 
	 
	 

	20
	SWEDEN
	 
	 
	 
	 

	21
	Russia
	 
	 
	 
	 

	22
	CHINA
	 
	 
	 
	 

	23
	N.I.B. [NORDIC]
	 
	 
	 
	 

	24
	KUWAIT
	 
	 
	 
	 

	25
	U.K.
	 
	 
	 
	 

	26
	OPEC
	 
	 
	 
	 

	27
	SAUDI ARABIA
	 
	 
	 
	 

	28
	U.A.E.
	 
	 
	 
	 

	29
	TURK EXIM BANK 
	 
	 
	 
	 

	30
	NORWAY
	 
	 
	 
	 

	31
	FINLAND
	 
	 
	 
	 

	32
	SPAIN
	 
	 
	 
	 

	33
	KOREA
	 
	 
	 
	 

	TOTAL
	 
	 
	 
	 

	NOTE:
	Average monthly rate of June is applied for conversion of Pak Rupee into US Dollars.


	FORM – DM - DP - 20

	TITLE    SHEET

	INDIVIDUAL FOREIGN LOAN ACCOUNT LEDGER

	1. Name of the Country
	 
	10.  Terms and conditions of Loan 

	2. Currency of Payment
	 
	· Rate of interest [% p.a.]
	 

	3. Pakistan Debt No
	 
	· No. of Installment
	 

	4. Contract No. / Creditors Loans No.
	 
	· Total repayment period including grace period [Years]
	 

	5. Date of Agreement
	 
	· Grace Period [Years]
	 

	6. Loan Amount
	 
	· 1st Installment due on
	 

	·  Down payment, if any
	 
	· Last installment due on
	 

	·  Net Loan amount
	 
	· Rate of Commitment / Special Commitment Charges
	 

	7. Closing Date of Disbursement
	 
	 
	 

	8. File No. [Payment Side] and page No. of amortization schedule
	 
	 
	 

	9. Loan utilizing Agency
	 
	 
	 

	Prepared by……………………………………………..

	Checked by ……………………………………………


	FORM -  DM -  DP -20 / A

	INDIVIDUAL FOREIGN LOAN ACCOUNT LEDGER

	Name of the Country__________________

	Date of Disbursement   &  Repayment
	Disbursement Account
	Repayment Account
	Progressive repayment of principal
	Net loan amount outstanding
	Payment Authority No. & Date
	No. and Date of SBP Confirmation
	Rupee Equivalent
	Remarks

	
	Disbursement
	Progressive Disbursement
	Undisbursed Balance
	Principal
	Interest
	Commitment Charges etc.
	Total
	
	
	
	
	Principal
	Interest
	Commitment Charges
	Total
	

	
	Figures in Foreign Currency
	Figures in Rupees
	

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	FORM - DM - DP - 21

	REGISTER OF DUE DATES

	Due Dates
	Particulars of Loan / Contracts
	File No.
	Name of Borrowing Agency
	No. and Date of Authority issued.

	1
	2
	3
	4
	5

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 


	FORM DM -  DP - 22
Government of Pakistan

 Ministry of Economic Affairs and Statistics

[Economic Affairs Division]
No……………………                                                                                                                 Islamabad, the ------
The Chief Manager,

State Bank of Pakistan,

Karachi.

	LOAN REPAYMENT GENERAL INFORMATION
Donor:------------------------------------------------------------------------------------------------------------------------------------------

Loan No.-------------------------------------------------------------------------Due Date-------------------------------------------------

	Head of A/C 
	Central Govt. A/C.No.1 Non-Food to be debited
70000 Debt Servicing, Investible Funds and Grants
71000 Debt Servicing
71700 Repayment of Principal-Foreign Debt/Credits [Code: 1951] for the year …..-……
71300 Interest on Foreign Debt [Code: 1211] for the year …..-……

	Dear Sir,
          Kindly remit the following amounts to the depository bank indicated against each item and to ensure receipt of funds by the bank on due date. If the due date falls on a non-business day in the country of the depository bank, the payment may be made on the first business day after the due date

	PARTICULARS OF BENEFICIARY
Name of Beneficiary……………………………………………………………….
Beneficiary Contact Details: Phone……………………….…..Fax……………...……Telex: ………….………….E.Mail………………..                                          

	Currency
	Principal
	Revaluation Charges
	Sub-Total   [2+3]
	Interest C.C. / Commission
	Total      [4+5]
	Depository Bank, Account No. and special instructions, if any

	1
	2
	3
	4
	5
	6
	7

	AS
[Australian Dollar………………………………………………………………………………………]

	C$
[Canadian Dollar………………………………………………………………………………………..]                         

	EURO
[Euro…………………………………………………………………………………………..]

	J. Yen         

[Japanese Yen…………………………………………………………………………] 

	K. Won
[Korean Won…………………………………………………………………………………………….] 

	N. KRONE
[Norwegian Krone………………………………………………………………………………………..] 

	S. $
[Singapore Dollar…………………………………………………………………………………………] 

	SWF
[Swiss Franc………………………………………………………………………………………………] 

	US $
[U.S. Dollars………………………………………………………………………………………………]

	2.          The rupee equivalent of payment made may kindly be intimated to this Division [DMS-III, C&B Section, Computer Centre] and AGPR [Foreign Aid Section], Islamabad. 

Yours faithfully
 […………………………….]
ACCOUNTS OFFICER

	Copy to:

1. The Director, Exchange Policy Department, State Bank of Pakistan, Karachi. The amount in foreign exchange is debatable to the EAD’s allocation of Debt Service [Code: 1211] for the year ……………….

2. The Director, Accounts Department, State Bank of Pakistan, Karachi.
3.  Director Exchange & Debt Management Department, State Bank of Pakistan, Karachi.
4. Director, Statistics Department, State Bank of Pakistan, Karachi. 

5. AGPR [Foreign Aid Section], Islamabad
6. C&B Section, DM Wing, EAD, Islamabad. 
7. Computer Centre  [Room 510], EAD, Islamabad
8. DS [External Finance], Finance Division, Islamabad. 
9. J.S., [External Finance], Finance Division, Islamabad
10. Beneficiary’s Address in Pakistan
11. Asstt. Economic Advisor [B.S], Finance Division, Islamabad
12. Beneficiary’s Head Quarter Address.   Kindly confirm the receipt of payment. 
13. Master File
[…………………………………]
ACCOUNTS OFFICER


	FORM - DM - DP- 23
Government of Pakistan

 Ministry of Economic Affairs and Statistics

[Economic Affairs Division]
No……………………                                                                                                                 Islamabad, the ------
The Chief Manager,

State Bank of Pakistan,

Karachi.



	LOAN REPAYMENT GENERAL INFORMATION
Donor:------------------------------------------------------------------------------------------------------------------------------------------

Loan No.-------------------------------------------------------------------------Due Date-------------------------------------------------

	Head of A/C 
	Central Govt. A/C.No.1 Non-Food to be debited
70000 Debt Servicing, Investible Funds and Grants
71000 Debt Servicing
71700 Repayment of Principal-Foreign Debt/Credits [Code: 1951] for the year…………..

71300 Interest on Foreign Debt [Code: 1211] for the year ………………

	Dear Sir,
          Kindly remit US $........................................[US Dollars:……………………………………………………………………………………..] to the following depository bank and ensure receipt of funds by the bank on due date.



	Currency
	Principal
	Service Charges / Commitment Charges / Interest
	Total      2+3]
	Depository Bank, Account No. and special instructions, if any

	1
	2
	3
	4
	5

	
	
	
	
	Name of Beneficiary:

Depository Bank’s Name & Address:

SWIFT Address:

Bank’s A/C No.

Reference:

	2.          The rupee equivalent of payment made may kindly be intimated to this Division [DMS-III, C&B Section, Computer Centre] and AGPR [Foreign Aid Section], Islamabad. 

Yours faithfully
 […………………………….]
ACCOUNTS OFFICER

	Copy to:

1. The Director, Exchange Policy Department, State Bank of Pakistan, Karachi. The amount in foreign exchange is debatable to the EAD’s allocation of Debt Service [Code: 1211] for the year ……………….

2. The Director, Accounts Department, State Bank of Pakistan, Karachi.
3.  Director Exchange & Debt Management Department, State Bank of Pakistan, Karachi.
4. Director, Statistics Department, State Bank of Pakistan, Karachi. 

5. AGPR [Foreign Aid Section], Islamabad
6. C&B Section, DM Wing, EAD, Islamabad. 
7. Computer Centre  [Room 510], EAD, Islamabad
8. DS [External Finance], Finance Division, Islamabad. 
9. J.S., [External Finance], Finance Division, Islamabad
10. Beneficiary’s Address in Pakistan
11. Asstt. Economic Advisor [B.S], Finance Division, Islamabad
12. Beneficiary’s Head Quarter Address.  Kindly confirm the receipt of payment. 
13. Master File
[…………………………………]
ACCOUNTS OFFICER


	FORM - DM – DP - 24
Government of Pakistan

 Ministry of Economic Affairs and Statistics

[Economic Affairs Division]
No……………………                                                                                                                 Islamabad, the ------
The Director,

Exchange Control Department,

Central Directorate

State Bank of Pakistan,

Karachi.



	LOAN REPAYMENT GENERAL INFORMATION
[Non-Rescheduled / Guaranteed]

Donor:------------------------------------------------------------------------------------------------------------------------------------------

Loan No.-------------------------------------------------------------------------Due Date-------------------------------------------------

Name of Borrower: ………………………………………………………………………………………………………….

	Dear Sir,
          Kindly permit ........................................  to remit the following amounts in currencies indicated below, to credit of depository bank as per demand notices for payment to be presented by them on due date.



	Currency
	Principal
	Revaluation Charges
	Sub-Total      2+3]
	Interest/

Commitment Charges/

Commission
	TOTAL

[4+5]
	Depository Bank, Account No. and special instructions, if any

	1
	2
	3
	4
	5
	6
	7

	
	
	
	
	
	
	Name of Beneficiary:

Depository Bank’s Name & Address:

SWIFT Address:

Bank’s A/C No

Reference:

	2.          The amount of foreign exchange is debitable to the EAD’s allocation of Debt Services [code: 1211] for the year……………………..  The Rupee fund will, however, be provided by ………………………..  

Yours faithfully
 […………………………….]
ACCOUNTS OFFICER

	Copy to:

1. The …………………………………….  Arrangement may kindly be made to remit the Rupee equivalent of the above mentioned amount. The payment when made may be intimated promptly to the EAD [C&B Section and the Computer Center].

2. Director, Statistics Department, State Bank of Pakistan, Karachi. 

3. AGPR [Foreign Aid Section], Islamabad
4. C&B Section, DM Wing, EAD, Islamabad. 
5. Computer Centre  [Room 510], EAD, Islamabad
6. DS [External Finance], Finance Division, Islamabad. 
7. J.S., [External Finance], Finance Division, Islamabad
8. Beneficiary’s Address in Pakistan
9. Asstt. Economic Advisor [B.S], Finance Division, Islamabad
10. Beneficiary’s Head Quarter Address.  Kindly confirm the receipt of payment. 
11. Master File
[…………………………………]
ACCOUNTS OFFICER


Appendix-V:
Glossary of the Aid Terminologies
A:  GENERAL
Aid [foreign]:
Foreign Aid may be defined as “Administered transfer of resources from a donor country or international agency or NGO organisation to an LDC to encourage economic growth”.  Aid can be in the form of money, goods or technical assistance.  Aid can be between two [bilateral] or many [multilateral] countries/institutions 

Adjustments:
Year-to-year changes in debt disbursed and outstanding are sometimes not equal to net flows. Similarly, changes in debt outstanding, including undisbursed, differ from commitments less repayments. The reasons for these differences are cancellations, adjustments caused by the use of different exchange rates, and the rescheduling of other liabilities into long-term public debt. 

Agreed minute: The formal agreement between the Paris Club and a debtor   country, setting out the terms of rescheduling [apart from the interest rate, which is negotiated separately by individual creditors]. The agreed minute has no legal force, but represents an agreement to negotiate bilateral rescheduling agreements. 

Approval:
An approval is a firm obligation supported by the appropriation or the availability of public funds. The Government of the reporting country undertakes to furnish resources of a specified amount under specified financial terms and conditions and for specified purposes. Approvals are considered to be made on the date the loan or grant agreement [specifying amount, financial terms and conditions and purpose of loan or grant] is signed. For certain special disbursements, e.g., emergency contributions, etc., the disbursement date should be taken as the date of approval. 

Article IV consultation:
The regular consultation which the IMF holds with       each of its member countries, to discuss the country's economic and financial policies. The consultation itself is conducted by the IMF staff, whose report is then discussed by the Executive Board. Such consultations take place under Article IV of the IMF's Articles of Agreement. 

Average terms of new commitments:

The average terms of borrowing on public and publicly guaranteed debt are given for all new loans contracted during the year and separately for loans from official and private creditors. To obtain averages, the interest rates, maturities, and grace periods in each category have been weighted by the amounts of the loans. The grant equivalent of a loan is its commitment [present] value, less the discounted present value of its contractual debt service; conventionally, future service payments are discounted at 10 percent. The grant element of a loan is the grant equivalent expressed as a percentage of the amount committed. It is used as a measure of the overall cost of borrowing. Loans with an original grant element of 25 percent or more are defined as concessional. The average grant element has been weighted by the amounts of the loans. 

Basket case: A phrase used mainly in the Paris Club to denote a country       which is totally insolvent and, based on current expectations, has no possibility of ever servicing its debts in full. 

Beneficiary Institution:
The beneficiary institution is the institution receiving the assistance of the developing activity. There may be several such beneficiary institutions for any one project. A recipient government department or ministry may be a beneficiary institution. The beneficiary institution is different than the responsible ministry. 

Basis points: One hundredth of one per cent – 0.01%.
Benchmark:

An instrument or portfolio of instruments against which the performance of a similar investment or borrowing can be measured.
Bond: 
A form of debt which is transferable between creditors, and bears       interest at a fixed or floating rate. [A special case is the zero-coupon bond used in some debt reduction packages under the Brady Initiative.] Bonds are generally repaid in a single installment, and are often bought by individuals or by other financial institutions rather than by commercial banks, which have historically tended to prefer other forms of lending, such as syndicated loans. 

Co-Financing:
Modality of co-operation by which financing of projects and programmes is provided form more than one source, other than the recipient Government. Co-Financing arrangement may consist of third party cost sharing or a trust-fund modality. 

Commitment:
A commitment is a firm obligation expressed in an agreement or equivalent contract and supported by the availability of public finds, undertaken by the donor, to furnish assistance of a specified amount under agreed financial terms and conditions and for specific purposes, for the benefit of the recipient country. 

Consultant, International [IC]:
A short-term [less than 12 months] recipient country citizen or permanent resident retained at the professional/technical level by a technical co-operation or other externally funded development activity to provide advisory or other services. 

Consultant, National [NC] :
A short-term [less than 12 month] recipient country citizen or permanent resident retained at the professional/technical level by a technical co-operation or other externally funded development activity to provide advisory or other services. 

Concessionality: 
The extent to which the terms of a loan or rescheduling       are more favourable to the borrower [in terms of the total cost of debt-service over the long term] than a loan on which a commercial interest rate is charged. If the interest rate is below the market rate, then the maturity of the loan also affects the degree of concessionality, as a longer maturity enables the borrower to benefit from the lower interest rate for longer. The concessionality of a loan or rescheduling can be measured by its grant element. 

 Conditionality: The principle that access to new loans, rescheduling, debt       reduction, etc, should be conditional on certain criteria being met. This is central to IMF programmes, where drawings are conditional on certain policy measures being taken and on quantitative performance criteria being met; and to World Bank policy-based lending, which is subject only to policy conditions. In most other cases [e.g. rescheduling, debt reduction and commercial new money loans], conditionality is based on continued compliance with IMF programmes and in come cases World Bank policy-based lending rather than directly on economic policies or performance. See also cross-conditionality. 

Consolidation period: 
In a Paris Club rescheduling, the period during       which payments due are rescheduled. The consolidation period generally lasts between one and three years, the duration being determined largely by the length of the IMF programme on which the rescheduling is conditional.

Credit rating:
Measures a borrower’s creditworthiness and provides an international framework for comparing the credit quality of issuers and rated debt securities. Rating agencies allocate three kinds of ratings: issuer credit ratings, long-term debt and short-term debt. Issuer credit ratings are among the most widely watched. They measure the creditworthiness of the borrower including its capacity and willingness to meet financial obligations. A top rating means there is thought to be almost no risk of the borrower failing to pay interest and principal. There are three rating agencies – Standard & Poors, Moody’s and Fitch IBCA.

Creditworthiness:
 The expected ability of a borrower to service its debts on time and in full. This depends both on the borrower's solvency, and on its liquidity at the time debt-service payments are due. 

Cut-off Date: 
In a Paris Club rescheduling agreement, the date before       which loans must have been signed to be included in the rescheduling. The cut-off date generally remains the same from one rescheduling to the next, so as to avoid discouraging Paris Club creditors from making new loans after the first rescheduling. However, this also means that the proportion of bilateral official debt eligible for rescheduling is progressively reduced over time. 

Debt indicators:
The macroeconomic aggregates and debt data provided in the tables are used to generate ratios that analysts use to assess the external situations of developing countries. Different analysts give different weights to these indicators, but no single indicator or set of indicators can substitute for a thorough analysis of the overall situation of an economy. The advantage of the indicators in Global Development Finance is that they are calculated from standardized data series that are compiled on a consistent basis by the World Bank and the IMF. The ratios offer various measures of the cost of, or capacity for, servicing debt in terms of the foreign exchange or output forgone. The following ratios are provided based on total external debt: 

· EDT/XGS is total external debt to exports of goods and services [including workers’ remittances]. 

· EDT/GNP is total external debt to gross national product. 

· TDS/XGS, also called the debt service ratio, is total debt service to exports of goods and services [including workers’ remittances]. 

· INT/XGS, also called the interest service ratio, is total interest payments to exports of goods and services [including workers’ remittances]. 

· INT/GNP is total interest payments to gross national product. 

· RES/EDT is international reserves to total external debt. 

· RES/MGS is international reserves to imports of goods and services. 

· Short-term/EDT is short-term debt to total external debt. 

· Concessional/EDT is concessional debt to total external debt. 

· Multilateral/EDT is multilateral debt to total external debt. 

Debt overhang: 
The excess of a country's external debt over its long-term       capacity to pay, which acts as a discouragement to adjustment and investment. This disincentive arises because any increase in the country's net foreign exchange receipts over the long term will have to be devoted to servicing the debt, in effect imposing a 100 per cent tax on additional foreign exchange earnings; and because producers expect higher future tax rates to repay the debt, reducing the expected post-tax rate of return on their investments.

Debt reduction: 
A transaction which involves a reduction in the face value       of an outstanding debt, either through a debt buy-back or through its conversion into a new debt instrument, still denominated in hard currency, such as an exit bond. [The term debt reduction is not generally used to refer to a debt swap].

Debt relief: 
A somewhat ambiguous term used variously to refer to       rescheduling and refinancing; debt reduction and debt-service reduction; or both. In view of this ambiguity, it is generally better to avoid the term. Debt restructuring: a general term for debt rescheduling and debt refinancing. 

Debt restructurings:
Debt restructurings include restructurings in the context of the Paris Club, commercial banks, debt-equity swaps, buybacks, and bond exchanges. Debt restructuring data capture the non-cash or inferred flows associated with rescheduling and restructuring. These are presented to complement the cash-basis transactions recorded in the main body of the data. 

· Debt stock rescheduled is the amount of debt outstanding rescheduled in any given year. 

· Principal rescheduled is the amount of principal due or in arrears that was rescheduled in any given year. 

· Interest rescheduled is the amount of interest due or in arrears that was rescheduled in any given year. 

· Debt forgiven is the amount of principal due or in arrears that was written off or forgiven in any given year. 

· Interest forgiven is the amount of interest due or in arrears that was written off or forgiven in any given year. 

· Debt stock reduction is the amount that has been netted out of the stock of debt using debt conversion schemes such as buybacks and equity swaps or the discounted value of long-term bonds that were issued in exchange for outstanding debt.

Debt-service:
The total amount a country spends [or is scheduled to spend] on its debts, consisting of interest payments and repayments of principal. 

Debt-service ratio:

The most commonly used measure of a country’s debt situation, calculated as total interest payments plus repayments of principal on medium- and long term debt, as a percentage of exports of goods and non-factor services [that is, exports of goods and services excluding interest and profits on loans and investment abroad and worker’s remittances]. The debt-service ratio is essentially a measure of a country’s liquidity, although it does not fully capture its vulnerability to short-term credit lines drying up.

Debt-service reduction: 

A transaction which involves a reduction in the       interest rate of an outstanding debt, through its conversion into a new debt instrument, still denominated in hard currency. 

Debt stock-flow reconciliation:

Stock and flow data on total external debt are reconciled for each year, beginning with 1989. The data show the changes in stock that have taken place due to the net flow on debt, the net change in interest arrears, the capitalization of interest, the reduction in debt resulting from debt forgiveness or other debt reduction mechanisms, and the cross-currency valuation effects. The residual difference—the change in stock not explained by any of these factors—is also presented, calculated as the sum of identified accounts minus the change in stock.

Debt Rescheduling:
Rescheduling consists of giving legal effect to a revised schedule for principal and interest payments [service payments] on one or more individual loans. Each loan concerned retained its identity, and the creditor remains unchanged. 

Development Assistance Committee [DAC]: 
A specialized committee of the Organization for Economic Cooperation and Development [OECD]. The purpose of the DAC is to increase total resources made available to developing countries. Member countries jointly review the amount and nature of their contributions to bilateral and multilateral aid programs in the developing countries. DAC members are Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Italy, Japan, the Netherlands, New Zealand, Norway, Sweden, Switzerland, the United Kingdom, the United States and the Commission of the European Economic Communities. 

Disbursement:
Disbursements represent the actual international transfer of financial resources. They may be recorded at one of several stages: provision of goods and services, placing of funds at the disposal of the recipient in an earmarked fund or account, payment by the donor of invoices on behalf of the recipient, etc. 

Donor:
The origin of funds for development assistance [multilateral, bilateral and non-government organizations]. 

Executing Institution:
The executing institution is the institution actually executing the programme or project, from its inception to its completion. This includes the delivery of inputs as well as ensuring that the project meets its objective. A subcontractor is not an executing institution. The executing institution can be the donor itself, the recipient Government, or an intermediary institution executing the project on behalf of the donor. 

Expert, International [IE]:

A long-term [12 months or more] expatriate resident of the recipient country filling a position created and/or funded by an external donor. 

Expert, National [EN]:
A citizen or permanent resident of the recipient country who is employed at the professional/technical level by an externally funded development programme or project and paid by that project. A national expert is not a recipient country official paid by his/her own government to act as the recipient country counterpart to an international expert. 

Export credits:
They include official export credits, suppliers’ credits, and bank credits officially guaranteed or insured by an export credit agency. 

Exposure: 
The amount of debt which a creditor or group of creditors is owed by a particular country or group of countries, or on which they bear the risk. [For example, in the case of an officially guaranteed export credit, it is the guarantor which has the exposure rather than the lender, as it is the former which bears the risk of non-payment.] 

Foreign direct investment [FDI] is defined as investment that is made to acquire a lasting management interest [usually 10 percent of voting stock] in an enterprise operating in a country other than that of the investor [defined according to residency], the investor’s purpose being an effective voice in the management of the enterprise. It is the sum of equity capital, reinvestment of earnings, other long-term capital, and short-term capital as shown in the balance of payments. 

Government Counterpart Contribution to Projects:
   Government contribution in cash or in kind to technical co-operation projects or activities. This contribution typically includes the salaries of the national personnel as well as the provision of equipment. 

Grace Period:
Interval from approval to first repayment of principal. 

Grant:
Grants are defined as legally binding commitments that obligate a specific value of funds available for disbursement for which there is no repayment requirement. 

Grant [Technical cooperation]: 

Technical cooperation grants include free-standing technical cooperation grants, which are intended to finance the transfer of technical and managerial skills or of technology for the purpose of building up general national capacity without reference to any specific investment projects; and investment-related technical cooperation grants, which are provided to strengthen the capacity to execute specific investment projects. 

Interest in arrears on long-term debt is defined as interest payment due but not paid, on a cumulative basis. 

International reserves:  are the sum of a country’s monetary authority’s holdings of special drawing rights [SDRs], its reserve position in the IMF, its holdings of foreign exchange, and its holdings of gold [valued at year-end London prices].

Loan:

The provision of resources, excluding food or other bulk commodities, for relief or development purposes, including import procurement programmes, which must be repaid according to conditions established at the time of the loan agreement or as subsequently agreed. 

Loan, Concessional:
The provision of funds by a donor as a loan which consist of a minimum 25 percent grant element, thus qualifying it as an ODA transaction [See ODA]. Loans that are repaid at lower interest rates and over longer periods than commercial bank loans.

Loan, Non-Concessional:
Any other funds being provided by the donor that must be reimbursed over a period of time under terms which do not make it eligible as ODA. 

Long-term external debt is defined as debt that has an original or extended maturity of more than one year and that is owed to nonresidents and repayable in foreign currency, goods, or services. Long-term debt has three components: 

· Public debt, which is an external obligation of a public debtor, including the national government, a political subdivision [or an agency of either], and autonomous public bodies

· Publicly guaranteed debt, which is an external obligation of a private debtor that is guaranteed for repayment by a public entity.
· Private non-guaranteed external debt, which is an external obligation of a private debtor that is not guaranteed for repayment by a public entity.

Long-term debt:
Data on long-term debt include eight main elements: 

· Debt Outstanding and Disbursed is the total outstanding debt at year end. 

· Disbursements are drawings on loan commitments by the borrower during the year.

· Principal Repayments are amounts paid by the borrower during the year. 

· Net Flows received by the borrower during the year are disbursements minus principal repayments.

· Interest Payments are amounts paid by the borrower during the year. 

· Net Transfers are net flows minus interest payments during the year; negative transfers show net transfers made by the borrower to the creditor during the year. 

· Debt Service is the sum of principal repayments and interest payments actually made.
· Undisbursed Debt is total debt un-drawn at year end. 

Official creditors include multilateral and bilateral debt. 

· Loans from multilateral organizations are loans and credits from the World Bank, regional development banks, and other multilateral and intergovernmental agencies. Excluded are loans from funds administered by an international organization on behalf of a single donor government; these are classified as loans from governments.
· Bilateral loans are loans from governments and their agencies [including central banks], loans from autonomous bodies, and direct loans from official export credit agencies.
· Private creditors include bonds, commercial banks, and other private creditors. Commercial banks and other private creditors comprise bank and trade-related lending.
· Bonds include publicly issued or privately placed bonds.
· Commercial banks are loans from private banks and other private financial institutions.
· Other private includes credits from manufacturers, exporters, and other suppliers of goods, and bank credits covered by a guarantee of an export credit agency. 

London Club: 
A general term for rescheduling negotiations on commercial       bank debts. The term “London Club” originated by analogy with the Paris Club, since bank negotiations at that time took place mainly in London [although the main centre is not New York]. In fact the analogy is somewhat misleading: unlike the Paris Club, the London Club has no fixed membership, and no permanent secretariat. In effect, the London Club is a concept rather than an institution. 

Medium and long-term debt:
Debt with an original maturity of more than 12       months. No distinction is normally made between medium-term debt and long-term debt, and the latter expression is often used in exactly the same sense.

Mixed credit: 
A combination of concessional aid loans and guaranteed       export credits on commercial terms, used by developed countries to provide       subsidies credit for exports, as a means of undercutting competitors. The grant element which can be offered on mixed credits by OECD countries is limited by the OECD Consensus.

Moratorium [plural moratoria]: 

The temporary suspension of payments of interest and/or principal on external debts. A moratorium may be an immediate response to a critical foreign exchange shortage [e.g. Mexico in 1982] or part of a confrontational policy towards creditors [e.g. Peru in 1986]; or it may take the form of an agreement with creditors that payments will be suspended pending negotiations on rescheduling.  Multilateral: [of debt] owed to an international agency, such as the International Monetary Fund [IMF], the World Bank [WB] and the Regional Development Banks.

National Counterpart:
A recipient Government civil servant acting as a counterpart to an international expert within an externally funded development programme or activity. A national counterpart is paid by his/her own Government. 

Non-Project Assistance: 

Program or commodity loans or grants which provide budget or balance of payments support to another country. 

Non-Government Organization [NGO]:
An NGO is a private, voluntary, not-for-profit organization, supported at least in part by voluntary contributions from the public. 

Organization for Economic Cooperation and Development [OECD]: Organization of donor countries which promotes policies designed to stimulate economic growth and development of less developed countries. OECD member countries are Australia, Austria, Belgium, Canada, Denmark, Finland, France, the Federal Republic of Germany, Greece, Iceland, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United States. 

Official Development Assistance [ODA]:
Official Development Assistance is defined as those flows to developing countries and multilateral institutions provided by official agencies, including state and local governments, or by their executive agencies, each transaction of which meets the following tests: 

a. ODA is administered with the promotion of the economic development and welfare of developing countries as its main objective; 

b. ODA is Concessional in character and conveys a grant element of at least 25 percent [calculated at a rate of discount of 10 percent]. 

To calculate the grant element of a loan, the present value at the market rate of interest of each repayment is ascertained. The excess of the loan’s face value over the sum of these present values, expressed as a percent able of the face, is the "grant element" of the loan. For operating purposes, the market rate is taken as 10 percent. Thus, the grant element is nil for a loan carrying an interest rate of 10 percent; it is 100 percent for a grant; and it lies between these two limits for a soft loan. 

In general, a loan will not convey a grant element of over 25 per cent if its maturity is less than 10 years, unless its interest rate is well below 5 percent. If the face value of a loan is multiplied by its grant element, the result is referred to as the grant equivalent of that loan. 

Performance criteria: 
Performance targets under IMF programmes, forming       the basis of their conditionality. Performance criteria are set when the       programme is first approved, and at subsequent reviews. They are of two types: quantitative performance criteria, covering various statistical indicators of fiscal policy, monetary policy and the balance of payments; and non-quantitative criteria, covering specific policy actions which cannot be measured statistically. If all the performance criteria for a particularly drawing under a programme are not met, then the drawing cannot be made unless and until the IMF’s Executive Board approves a waiver of those which have been missed.

Paris Club: 

The forum in which creditor governments meet to negotiate the rescheduling of the debts owed to them, mainly aid loans and guaranteed export credits. The Paris Club originated in 1956 as an ad-hoc group to discuss rescheduling for Argentina, and remained a very informal arrangement until the late 1970s, with rescheduling terms decided on an ad-hoc basis for each individual case, on the basis of the debtor country’s need and the precedents established by previous cases. Since then, however, as rescheduling has become more frequent, the Paris Club’s meetings have become more regular and its procedures and terms more standardized; although it retains the original principle of always reaching its decisions by consensus rather than by voting. The Paris Club agrees the basic terms of the rescheduling: the consolidation period, the cut-off date, the grace period, the repayment period and the coverage of the agreement which are set out in the agreed minute. However, the agreed minute has no legal status, and the rescheduling is actually put into effect by a series of bilateral agreements negotiated separately by each individual creditor some time after the Paris Club agreement. The bilateral agreements also set the interest rate on the rescheduling for the debts owed to each individual creditor: the agreed minute only states that a commercial interest rate should be charged.

Project: 
A single activity designed to generate specific results. For example, a maternal and child health project may be designed to extend basic health services to 60% of children under five years of age in a poor, rural district of the recipient country. A project is a basic unit of management. 

Projections on existing pipeline:
Projected debt service payments are estimates of payments due on existing debt outstanding, including undisbursed. They do not include service payments that may become due as a result of new loans contracted in subsequent years. Nor do they allow for effects on service payments of changes in repayment patterns owing to prepayment of loans or to rescheduling or refinancing, including repayment of outstanding arrears that occurred after the last year of reported data. Projected disbursements are estimates of drawings of unutilized balances. The projections do not take into account future borrowing by the debtor country. 

Principal in arrears on long-term debt is defined as principal repayment due but not paid, on a cumulative basis. 

Private debt: 
Debt owed by private sector borrowers. [This should not be       confused with commercial debt, which is owed to private sector creditors.]      Private non-guaranteed external debt is an external obligation of a private       debtor that is not guaranteed for repayment by a public entity, i.e. by       the government of the country in which the private debtor lives.

Public debt:

Debt owed by public sector borrowers. [This should not be       confused with official debt, which is owed to public sector creditors.] 

Publicly guaranteed debt: 
Debt originating from loans made to state-owned enterprises or private companies, the servicing of which has been guaranteed by the government of the debtor country

Recipient Government Financing Agreements with Donors:
Co-operation agreements between the recipient Government and a donor through which the recipient Government commits itself to contribute financially to the cost of technical cooperation incurred by the donor. The recipient Government contribution typically includes the provision of housing as well as a financial contribution to the salaries of the expatriate personnel. 

Repayment period: 
The period during which amortization payments are made under a loan or a rescheduling agreement that is, the period from the end of the grace period until the loan is fully repaid.

Revolving Fund:
A revolving fund financed by external assistance provides loans for development purposes to individuals or institutions in the recipient country. These loans are paid back into the fund and again lent out. Consequently, an ODA or external NGO loan or grant for a revolving fund constitutes an external flow only once and should only be reported on once.

Sector:
The substantive sector in which the project or activity has been classified using a standard classification system. 

Short-term external debt:

Debt that has an original maturity of one year or less. 

Target Beneficiaries:
Target beneficiaries are those beneficiaries who are intended ultimately to benefit from the outputs of the project. They should therefore not be confused with the recipients of the output of the project, such as trainees. 

Theme:
Development assistance activities often address specific themes and projects may be classified as addressing a specific theme. Classification by theme is not the same as classification by sector, since a project can belong to only one sector but may address several themes. Projects/programmes are to be classified as related to a particular theme only if the objectives, outputs or activities specifically and explicitly address the theme. The eleven special themes which have been identified as relevant for all countries are: 

· Women: Assistance specifically aimed at enhancing the role of women as beneficiaries and/or participants in the development process as a whole or within a specific sector or sub-sector. 

· Private Sector: Assistance specifically aimed at enhancing the role of the private sector in development. 

· Non-Governmental Organization: Assistance specifically aimed at strengthening national NGOs or grass-roots organizations or which uses the services or know-how of international or local NGOs. 

· Acquired Immune Deficiency Syndrome [AIDS]: Assistance specifically aimed at preventing or reducing the incidence of AIDS or AIDS related illnesses through health and other community programmes or by providing education programmes designed to promote practices which may help prevent the spread of the human immune deficiency virus [HIV]. 

· Technical Co-Operation among Developing Countries [TCDC]: Assistance specifically aimed at increasing or enhancing technical co-operation among developing countries or which is specifically designed to transfer technology from one developing country to another. 

· Management Development: Assistance specifically aimed at developing management capacity and management institutions in the public and private sector. 

· Drug Abuse: Assistance specifically aimed at reducing the production and use of, and traffic in, drugs other than for medicinal purposes. 

· Environment: Assistance specifically aimed at preventing environmental damage and/or at countering past environmental degradation. 

· Transfer and Adaptation of Technology: Assistance specifically aimed at strengthening the capacity of developing countries to attract, develop, apply and replicate technology. 

· Aid Co-ordination: Assistance specifically aimed at promoting and facilitating the co-ordination of external assistance as a whole or within particular sectors or sub-sectors. 

· Poverty Eradication: Assistance specifically aimed at satisfying the basic human needs of disadvantaged groups through participatory approaches thus enabling them to income-earning opportunities and organize services. 

Training:
Resource allocated by the donor within a project for the training of recipient country’s nationals inside or outside the recipient country. 

Types of Assistance:


1. Free-standing technical co-operation [FTC]: The provision of resources aimed at the transfer of technical and managerial skills and know-how or of technology for the purposes of building up national capacity to undertake development activities, without reference to the implementation of any specific investment project[s]. Free-standing technical cooperation includes pre-investment activities, such as feasibility studies, when the investment itself has not yet been approved or funding not yet secured. 

2. Investment-related technical co-operation [ITC]: The provision of resources, as a separately identifiable activity, directly aimed at strengthening the capacity to execute specific investment projects. Included under investment-related technical co-operation would be pre-investment type activities directly related to the implementation of an approved investment project. 

3. Investment project assistance [IPA]: The provision of financing, in cash or in kind, for specific capital investment projects, i.e., projects that create productive capital which can generate new goods or services. Also known as capital assistance. Investment projects assistance may have a technical co-operation component in which case the code is IPT. 

4. Programme/budgetary aid or balance-of-payments support [PBP]: The provision of assistance which is not cast in terms of specific investment or technical co-operation projects but which is instead provided in the context of broader development programme and macro-economic objectives and/or which is provided for the specific purpose of supporting the recipient’s balance-of-payment position and making available foreign exchange. This category includes non-food commodity input assistance in kind and financial grants and loans to pay for commodity inputs. It also includes resources ascribed to public debt forgiveness. 

5. Food aid: The provision of food for human consumption for developmental purposes, including grants and loans for the purchase of food. Associated costs such as transport, storage, distribution, etc., are also included in this category, as well as donor-supplied, food-related items such as animal food and agricultural inputs related to food growing when these are part of a food aid programme. 

6. Emergency and relief assistance [ERA]: The provision of resources aimed at immediately relieving distress and improving the well-being of population affected by natural or man-made disasters. Food aid for humanitarian and emergency purposes is included in the category. Emergency and relief assistance is usually not related to national development efforts nor to enhancing national capacity. Although it is recorded as ODA, its focus is on humanitarian assistance and not on development co-operation as such. 

Total Debt Flows include disbursements, principal repayments, net flows and transfers on debt, and interest payments. 

· Disbursements are drawings on loan commitments during the year specified. 

· Principal repayments are the amounts of principal [amortization] paid in foreign currency, goods, or services in the year specified. 

· Net flows on debts [or net lending or net disbursements] are disbursements minus principal repayments. 

· Interest payments are the amounts of interest paid in foreign currency, goods, or services in the year specified. 

· Net transfers on debt are net flows minus interest payments [or disbursements minus total debt service payments]. 

· Total debt service paid [TDS] is debt service payments on total long-term debt [public and publicly guaranteed and private non-guaranteed], use of IMF credit, and interest on short-term debt. 

· Net Resources Flows [long-term] are the sum of net resource flows on long-term debt [excluding IMF] plus non-debt-creating flows. 

· Non-debt-creating Flows are net foreign direct investment, portfolio equity flows, and official grants [excluding technical cooperation]. Net foreign direct investment and portfolio equity flows are treated as private source flows. 
Total Debt Stocks are defined as the sum of public and publicly guaranteed long-term debt, private non-guaranteed long-term debt, the use of IMF credit, and short-term debt. 

Use of IMF credit denotes repurchase obligations to the IMF with respect to all uses of IMF resources [excluding those resulting from drawings in the reserve tranche] shown for the end of the year specified. Use of IMF credit comprises purchases outstanding under the credit tranches, including enlarged access resources and all special facilities [the buffer stock, compensatory financing, extended fund, and oil facilities], trust fund loans, and operations under the structural adjustment and enhanced structural adjustment facilities. Data are from the Treasurer’s Department of the IMF. 

· IMF purchases are total drawings on the general resources account of the IMF during the year specified, excluding drawings in the reserve tranche.

· IMF repurchases are total repayments of outstanding drawings from the general resources account during the year specified, excluding repayments due in the reserve tranche. 

Write off: 
To cancel a debt, or to reduce its face value and the payments due on it. The latter is a “partial write-off”.
B: SPECIFIC TO RESCHEDULING
Active agreement

A Paris Club rescheduling agreement is said "active" until the date of the last repayment maturity expected by the agreement. Over this date, maturities expected by the agreement were, in theory, repaid. 

Agreed Minutes

Participating creditor countries and the debtor country usually sign an Agreed Minute at the end of a negotiation session. This is not a legally binding document, but a recommendation by the heads of delegations of Participating creditors’ countries to their governments to sign a bilateral agreement, implementing the debt treatment. When there are only a few creditors concerned, the Paris Club agreement is exchanged through mail between the Chair of the Paris Club and the government of the debtor country, and is called "terms of reference". In some cases, the multilateral debt agreement has also been called "memorandum of understanding". 

Appropriate Market Rate

An interest rate defined in a bilateral agreement implementing the Paris Club Agreed Minutes, based upon standard interest rates of the currency considered, plus a management fee. This rate may be fixed or variable and does not include a country-risk premium. 

Arrears

It means debt due and not paid as of a given date. Arrears may be late payments as well as debt due a long time before. 

CRD [Capital remaining due]
It is the sum of futures maturities of principal and is part of the debt stock that has not yet been amortized. 

Commercial credits 

It includes the following:

i) Credits granted by a bank or a supplier to a debtor country for importing goods and services. When these credits are guaranteed by an appropriate institution of a Paris Club creditor, they are included in the claims treated in the context of the Paris Club; and

ii) Non-ODA credits are sometimes referred to as commercial credits. 

Completion point

In the context of the HIPC initiative, the international community commits to provide sufficient assistance by the completion point for the country to achieve debt sustainability. 

Concessional Treatment, Concessionality

Concessionality can occur either through a cancellation of part of the claims, or through a rescheduling of the claims over a long period of time with an interest rate that is lower than the appropriate market rate. When a debt treatment results in a reduction of the net present value of the claims rescheduled, it includes concessionality. 

Consolidation
Change of the terms of debt payment obligations. This can be implemented either though a change of the terms of the existing debt ["rescheduling"], or through the exchange of the debt for a new instrument [notably, through "refinancing"]. 

Cut off date

When a debtor country first meets with Paris Club creditors, the "cutoff date" is defined and is not changed in subsequent Paris Club treatments and credits granted after this cutoff date are not subject to future rescheduling. Thus, the cutoff date helps restore access to credit for debtor countries facing payment difficulties. 

De minimis provision

Paris Club agreements define a "de minimis" level: when the claims of a Paris Club creditor covered by the rescheduling agreement are less than this level, this creditor participates to the meeting as observer and does not reschedule its claims. This rule aims at preventing debt treatments that do not have a significant impact in terms of debt relief and would be costly to implement. 

Debt reduction [DR]

In the context of a concessional treatment, creditors may usually choose among a number of options to provide the required debt reduction in net present value. When the creditor chooses the "DR" option, the net present value reduction is achieved through a cancellation of part of the claims. 

Debt service reduction [DSR]

In the context of a concessional treatment, creditors may usually choose among a number of options to provide the required debt reduction in net present value. When the creditor chooses the "DSR" option, the net present value reduction is achieved through a rescheduling of the claims at an interest rate lower than the appropriate market rate. 

Debt swaps

These operations may be debt for nature, debt for aid, debt for equity swaps or other local currency debt swaps. These swaps often involve the sale of the debt by the creditor government to an investor who in turn sells the debt to the debtor government in return for shares in a local company or for local currency to be used in projects in the country. Paris Club creditors and debtors regularly conduct a reporting to the Paris Club Secretariat of the debt swaps conducted. 

Debts cancelled

Debts cancelled pursuant to the specific Paris Club agreement. The reduction in net present value of the debt rescheduled at a reduced interest rate by Paris Club creditors in the framework of the DSR option is considered as a cancellation under the present reporting. However, ODA debt rescheduled at a reduced interest rate is not considered as cancelled in this reporting. 

Debts due

It means Medium and long term debt due to Paris Club creditors before the specific Paris Club Agreement. 

Debts rescheduled

Debts treated, less debt cancelled [under the present reporting]. See glossary item "Rescheduled" for further details. 

Debts treated

Debts consolidated pursuant to the specific Paris Club agreement. 

Decision point

In the context of the HIPC initiative, at the decision point the Executive Boards of the IMF and World Bank formally decide on a country's eligibility and the international community commits to provide sufficient assistance by the completion point for the country to achieve debt sustainability calculated at the decision point. 

Deferral

A debt treatment may defer some debt due immediately or in the near future to a later date. When a new long-term payment profile is defined, the treatment applied is not a deferral, but a re-profiling or a rescheduling. 

Eligible debt

Debt that may be treated in the context of a Paris Club agreement [see "debt treated" for details] 

Exit rescheduling

An exit treatment is the last rescheduling a country normally gets from the Paris Club. The aim is that the debtor country will not need any further rescheduling and will thus not come back for negotiation to the Paris Club. 

Flow treatment

A standard Paris Club agreement provides a way of tiding a debtor country through temporary balance of payments difficulties during a given period of time. This is referred to as a flow treatment, as opposed to a stock treatment. 

Late interest

It means interest that accrues on arrears. The late interest rate usually includes the original interest rate of the credits, plus a penalty. 

Moratorium interest, interest on the consolidation

Interest rate applied on the rescheduling. The interest rate and the conditions applying to the claims of Paris Club creditor countries are defined in bilateral agreements. 

NPRD [Non previously rescheduled debt]
Credits and loans with a maturity of more than one year, that have been concluded before the cutoff date and that have not been rescheduled pursuant to a previous Paris Club agreement. 

Net Present Value [NPV]

The net present value of debt is a measure that takes into account the degree of concessionality. It is defined as the sum of all future debt-service obligations [interest and principal] on existing debt, discounted at the appropriate market rate. Whenever the interest rate on a loan is lower than the market rate, the resulting NPV of debt is smaller than its face value 

ODA credits
Official development assistance [ODA] credits are defined by the OECD as credits with a low interest rate and aimed at development. 

Observers
Observers from international financial institutions or who are members of the Paris Club, but with no claims concerned by the debt treatment [de minimis creditors, creditors with only short term or post-cut off-date claims, etc.], may attend a negotiation session. They do not sign the Agreed Minutes, but are referred to in it. 

Official creditor

This covers the following:

i) official bilateral creditors [governments or their appropriate institutions], including Paris Club members; and

ii) multilateral creditors [international institutions such as the IMF, the World Bank or regional development banks]. 

PRD [Previously rescheduled debt]
Credits and loans that have been rescheduled pursuant to a previous Paris Club agreement. 

Participating Creditor Countries

The creditor countries that sign an Agreed Minutes. They are members of the Paris Club or other official creditors. 

Post-cutoff-date debt

Credits and loans with a maturity of more than one year that have been concluded after the cutoff date and that have not been rescheduled pursuant to a previous Paris Club agreement. 

Pre-cutoff-date debt

Credits and loans with a maturity of more than one year and that have been concluded before the cutoff date, whether they were rescheduled or not. Pre-cutoff-date credits rescheduled or refinanced after the cutoff date are considered as pre-cutoff-date debt. When some post-cut-off-date debt or short term debt [with a maturity of one year or less] has been consolidated, it is included, for the sake of simplicity under the present reporting, under previously rescheduled debt that is part of pre-cutoff-date debt, even though these credits are not pre-cutoff-date debt. 

Refinancing
Creditor countries may choose to apply the terms of a Paris Club agreement either through a refinancing [they make a new loan that is used to repay the existing debt] or though a change of the terms and conditions of the existing debt [rescheduling]. 

Re-profiling

In a Paris Club agreement, part of the debt may be re-profiled over a few years, instead of a long term period of time. The duration of a re-profiling is an intermediate between a deferral and a long term rescheduling. 

Rescheduling 
It includes the following:

i) consolidation, change of the terms of debt payment obligations;

ii) when opposed to concessional treatment, non-concessional consolidation;

iii) when opposed to deferral or re-profiling, the part of a consolidation with the longer terms of repayment; and

iv) when opposed to refinancing, consolidation through a change of the terms and conditions of the existing debt. 

Stock

Sum of CRD [futures maturities of principal] and of arrears in principal and interest. 

Stock treatment

As opposed to standard flow treatments, some Paris Club treatments apply not only to the payments falling due in a particular period of time, but to the whole stock of debt from which those payments fall due. The intention of any agreement which deals with the stock of debt in this way is to provide a country with a final treatment by the Paris Club called an exit rescheduling.  

Terms of reference

When there are only a few creditors concerned in a debt treatment, the Paris Club agreement is not an Agreed Minute, but "terms of reference". The terms of the treatment are defined through an exchange of letters between the President of the Paris Club and the government of the debtor country. 

Topping-up
In a subsequent debt reduction, granting more debt reduction on debt the Paris Club previously reduced to provide even further debt relief [e.g., when increasing the cancellation level from 33.33% of Toronto terms to 67% of Naples terms].
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