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PART 1 .
Acts Ordmances, Presulent’s Orders and Regulatlons
SENATE SECRETARIAT S
Istamabad, the 18rk June, zoos DA

. The followmg Act of Majhs-e-Shoora (Parhament) recelved the assent of the .
President on 13th Jur, 2005 is heréby pubhshed for general mfoﬁnatlon —

S AcTNo. vmznos

An. Act to prowde for eluumatwn Of r&vet;ue deﬁc;t and reductwn of publac
"debt toa prudent. level: by e_ﬂ'ectwe public.debt’ management

””

WHEREAS 1t is expedlent to pr0v1de for ellmmatlon of revenue deﬁcntl -

and reduction of public debt to. aprudent fevel by éffectlve debt management and
for matters connected therewuh and mc:dental thereto - :

I't is hereby enacted a,s fOI}GWS'

-

CHAPTERI S
" PRELIMINARY U

, Short t,ttle, extent and cominencement.—-( 1), Thls Act: may be.‘
called the Flscal Responsxbshty andDebt Lumtauon Act 2005 '

(l 15) ’
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(2)
o

: subject or Context =

(a)

M)

©

(e

G

(g

(h)

@)

O

amount

It extends to the whole of Paktstan I
It shall come mto force at once

Beﬁmtmns.—-—-{n the, Act, unless there s mythmg tepugmmt ift the

R

“annual- buéiget statemeﬂt”-" fieans the annual statement of the

- estimated receipts aid expendifures of the Federal Government laid
"'before the N at;ional; As_sembly' under Article 80 of-.the Constitution;

“Constttutlon means the Constttutxon of the lslamlc Repub]tc of
P.rktstan : : :

“debt reduction path” means the debt reductton path prepared by
Debt Pohcy Co-ordination lOfﬁce estabhshed under cfause {b) of sub-

" section (2) of section 13

“econimic pohcy statements means the economic, fiscal and debt
pohcy staterments. spemfied in sub~sectton 1 of section 4;

- “ﬁscal mdtcators means the measures such as numertcal ratios and
" proportions to gross domestic product or revenues for evaluation
.of the fiscal pOSlthﬂ of the Government as may be prescrlbed

guarantee mcludes any obhgatton undertaken to make payments in .
the.event of the profit of anundertakmg fatlmg shon of a spec1ﬁed .

“Mini‘ster” means thé. MiniStei' fof'Finence 'Government of Pukis'tan:
“Offlce means the Debt Pohcy Co-ordmanon Ofﬁce establlshed

under sub-secnon (1) of section 12

* prescnbed” means, except where otherwwe prowded prescnbed -
by rules made under: thls Act -

'
»

prmc:lpl'es of sound‘ flscal and debt managemem” means the

‘ pri'nc'tpl'es of st)und ﬁSCal and debt managemérit specified in section 3:

‘revenue deftcnt tﬁ'e'tin"s' the difference betwees total current
expendzture and total revenue of the Govemment which indicates
increase in ltabllmes of the Government w1thout correspondmg-
mcre.ase in assets of the Government
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A

(1) ““social and peverty relaied expenditure” means Government
expendltnre under the: heads of—- - :
EOK nghways roads and brtdges
(iij -water supply and sanitation;
- (i) educanon :
- (iv). health;. .
.'(v)z_ populattonplanmng ‘ .
-(vi)_'- - social securtty and other welfdre :
" (vil) natural calamltles '
| (viii) - Irigation;
- (ix)’ landreclamatlon,, -
) ruraldevelopment
- (xi)" foodsubsidies; -

(xii) _ 'sub-ordmate judiciary; |

3 (xiii) law and order (only the development aspect)

(xiv) - vﬂldgeelectnﬁcatlon .and : S , o

“(m)

(xv) food support programme

and mcludes such other expendtts;res as may be spemﬁed in the National

'Poverty Reductlon Strategy Paper from tlme to. time;

“total expendlture means a sum of tetal recurrent and deve10pment

- -expendlture of the Govemment

)

©)

(P

"3,

“total current exzpenchture m_eans_ asum of, total recurrent expenditire
'oftheGovemment R S

“total public debt” means a sum of the total outstandJ ng borrowings of

the Government and. . - ¥

“total revenue” means a sum of tax revenues non-tax revenues.
and surcharges of the Government '

CHAPTER 11 o

PRINCIPLES OF SOUND FISCAL AND
' DEBT MANAGEMENT

Princlples of sound flscal and debt management —({ 1y Subject

to sub- sectton (4) the Federal Govemment shall pursue its pollcy ()b]D(,ll'\-’e% in
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~accordance w1th the- prmmples of sound fiscal and debtmanagement specmed in
-sub-section (3) : : : . :

(2)

The Federal Govemment shall take all appropnate measures to

eliminate the revenug deficit, reduce total pubhc debt and mamtam it within
prudent limits thereof ' L

(3)

In. parucular and without prejidice to the generality of the foregoing .

prowsnons the. followmg shall be_the pI‘mC]pleS of Sound fiscal and debt mandgemcnt

_'namely—- -

(a)

(b)’

©

C

t'educing the revenue deficit-to nil not. lntcr than-the. thirtieth June,

2008, and thereafter mmntammg 2 revenue surplus, .

ensurmg that wnthm a period of ten ﬁnancral years, begmmng from

the first July, 2003 and ending on'the thirtieth June 2013, the total . .

public debt at’ the end of the tenth hnangtal year does not exceed

sixty per cent of the estlmated | gross domiestic product for that year

and thereafter mamtalnmg the total public debt below sixty per cent

of gross domestic produet for any gwen year,

-

‘ ensurmg that in every 'fman‘c1a’l year, begmm_ng -fr:omthe.firstj uly,
- 2003, 'and ending on'the thirtieth June, 2013, the total public debt is

reduced by not fess than two and a half per cent of the estlmuted_

_ gross domesnc product for any gwen year:

>

: Prowded that the social and poverty alle\flatton related

; expendltures 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 levét in terms

~oeef percentage of gross domestlc product during the next ten years;
cand . _ b :

(d)

not 1ssu1ng new guarantees 1nclud1ng those for rupee Ienclmg, 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 estlmated gnoss domestw product

in any ﬁnancxal year

(4)

Provxded that the renewal of e:'ustmg guarantees Shd“ be
“considered as |ssumg anew. guarantee :

.The Federal Govcrnment may departfrom thc prmmples of sound

ttscal and: debt management on the ground or grounds of unforeseen demands on
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the fmances of the Government due to. natlonal seeurlty or natural calamtty as
determined by the Natlonal Assembly, but when the Federal Government does
$0— : :

(a) any such departure shall be temporary, and .

(b) the Minister shall in accordance w1th the prowsrons of thls Act'
,spec1fy— ' ‘

O the reasons for the Federal Government s depamn'e from those
prmcrples, -

(ii) . the approach -or measures: the Federal Government intends-to
-, take to return to thoseprtnCtples, and e - '

N i1)) the perrod of time that the Federal Government expects to- take
. to retum to those prtncrp]es : -

CHAPTER III
ECONOMIC POLICY STATEMENTS

A3

4. Economlc pollcy statements to be laid before: the National
Assembly —-—( 1) The Federa! Govememt shall in éach year, cause to be laid before
the Natlonal Assembly, the. followmg statements of economic, ﬁscal and debt pOItcy,
namely :— - .

-

(a) the med:um term budgetary statément

' (b) the ﬁscal policy statement; and

(,c.) the debt. pohcy staternent

.Provzded that if the Natlonal Assernbly isnot ln sesswn the statements may
~ not be laid unttl it next sits or as spon as practicable after that even if that is after the
. end of the perlod spec1ﬁed in sub—sectton (2)

. (2) Theeconomic pollcy statements specrﬁed on sub—sectron {1y shall cause
to be laid before the Nanonal Assembly by the. end of the perlod Specrﬁed in secnons ’
5,6and7.

3

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

5. The medlu,m term btldgetary statement. -—(1) The. Federal,
Government shall include a medium term budgeétary statement, consistent with
the prmclples of sound frscal and debt management in the annual budget _
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statement to be laid before the Natlonal Assembfy each year not later than the
thirtieth day of June of each fmancral year ' -

(2) The ‘medium term budgetary statement shall set forth a thl ee yeai
' rollmg target for economic 1ndlcators ‘

3) In particular and wnthout prejudlce 1o the prov151ons contained in
eub-aecuon (2), the medium term budgetary statement shall, for the financial
year commencing on the first day of July and the two fmancral years tollowm;,
' that financial year - : -

(a) indicate expllcltly, by the use of ratios or other means the Federal
Government's intentions regarding ecenomic 1nd|cators including
thiose specrfr_ed in sub-section (2) of seetlon 6; and_

(b) spec1fy clearly key flscal measures and risks that the Federal
- Government considers rmportant and agamst whreh flscal policy
- will be'set and aseessed

6. The fiscal pohcy statement —( 1), The Federal Govemment shall
_cause to be laid before the- Natrona! Assembly the ﬁecal pollcy statement by the
end of January each: year

_ (2) The fiscal policy statement ehall inter alia, analyze the following
key macroeeonomlc mdtcators, namely:— _

(a) * total expen'ditu_res;

(b) total reyendes;

(c) total fiscal deficit; | :
: (d') ;' revenue-deﬁeit; and .
(©) total public deb.

(3) The Federal Government shal] explaln how ﬁeca] mdlcators accord
with the principles of sound ﬁscal and debt management o

“(4) The ﬁscai policy statement shallalso contain— Y

: (a) the key ftscal measures and ratlonale for any major dewanon in
: fiscal measures pertatnlng 0 taxatron, subsidy, expendnture
admlmstered pncmg and borrowmg, .

(b) an update on key mformatton regardmg macroeconomlc_'
mdteators :
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(<) the strategtc prtontles of the Federal Govemment for the financial
g B year in the ﬁscal ared; : :

(d) the analys1s to the fullest extent p0531ble of all policy decisions .
" made by the Federal Government and a1l other circumstances’
that may have a material effect on meeting the targets for
economic indicators for that fiscal yearas specnﬁed in the medium
" term budgetary statement and . '

- (e) an’ -evaluatlon as to h'o_w the current po'liciesof'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. -
7. The debt policy statement.——(l} The Federal Government shall
cause to be lald before the National Assembly, the debt pohcy statement by the
end of January each year :
o (2) The purpose of the debt policy statement is to allow the assessment
‘of the Federal Government’s debt policies against the prmmples of sound fiscal
and debt management and'the. -debt reduction pdth o
(3) ln partlcular and without pre;udlce to the provisions of sub secnon
© (2) the debt pollcy statement sh‘all inter alia, contain—

(d) “assessment of the Federal Government § Success or tmlure in meeting
the targets of total public debt to estimated ‘gross domestic _product
- for any glven year as spec1ﬁed in the debt reducuon path; '

(h) _evaluatlons of external and domesuc borrowing. strategles and
S _provnde pol:cy advice on these strategtes

{c) 'evaluations of the“ nominal 'and_real costs’ of‘e}(te‘mal and domestic
‘borrowing and suggest ‘ways to contain these costs;
(d) analys1s of the forelgn currency exposure of Paklstan s external
‘ debt .

(e) cons;stentand atIthenticated information on public and external debt
< and guarantees issued by the' Government with ex post facto
budgetary out-turns off all guarantees and those of other sueh claims.
and commitments; - : ‘



122" . THE GAZETTE OF PAKISTAN, EXTRA. JUNE 20, 2005 = [Pacr|
) (f)'. "information of all loan agreernenfs contracted, disbursements made
thereof and répayments made theréon, if any, by the Government

dunng the ﬁecal year and- - :

(g) analysrs of trends mn pubhc debt and externai debt and steps taken to
conform to thie debt reduction- path_as well. as su_ggest_lons for
adjustments, if any, inthe Federa}?Government’s_overall debt strategy.

. 3. ‘Dlsclosure of pnhcy dec1srons and other matters.—(l) Sllb_]e(,t
to sub-séction (3), every economic policy statement prepared under this Act shall
incorporate to the fullest extent posﬁble all Federal Government decisions and all
other circumstances that may have a material effect on the fiscal and economic
situation of the country :

~

s
(2)  Where, the f15ca1 1mpllcat10ns of Federal Gowarnment decisions.

and other cnrcumstances reférred to in sub-section (1) can-be quanttﬁed for
particular years with reasonable cértainty by the day on which the statements are
finalized, the quantified fiscal implications of those Government decmons and other
eircumstances shall be mcorporated in the statements. :

)] Nothmg in sub sectlons (l) and- (2) ‘shall apply o a decrsmn or
¢ircumstance where the Minister determmes that to incorporate that’ declqlon or
circumstance in-an econormic pohcy statement is likely to—

(a)," prejudi_ce the sub_s,tanti_al economic_in-terests of Pakistan;
~(b). prejudice the security ot defence of Pakistan or its intema_tional_ relations;

(¢) compromise the Federal Government ina material way in negotlanon
lmganon or commercml dctmty or - -

(dy result i'n material loss of value to the Federal Govemment,

and there is no reasonable or prudent way the Federal Governmcnt can avoid this
. prej udlce compronrnse or matena] loss.

.9 Measures to enforce compllance,—Notwnhstandmg anything in
" Sub- section (4) of section 3, if the Federal Government contmuous]y fails to meet
the target of debt to gross domestlc product ratio specified in the debt reduction
path for any given year over the period of two financial yeats starting from the
first statement which indicates thé failure of the Federal Govermment 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
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out of, the Federal Consolldated Fund to return to the debt reductlon path Iatest'
by theend of the next twa finam:lal years ' -

s

Prowded that nothmg in this section shall apply to— .

- (a)

®

10

the expendlture charge upon the Fedcral Consohdated Fund under

Article 51 of the Constitution; and

the somal and poverty allewatton related expendltureq qpecmed in

‘the pr0v1s0 to clause (c) of sub—sectlon (3) of section 3.

Statement of msponsibtllty.-—{ I} Every statement prepdred under

sections 5, 6 and 7 shall be accompanied by a statement of respomlb:hty signed by
the Mmlster and the Sccretary of Fmance and oompnsmg——-— '

for—

(a)

®

_a rstatement by the Minister that ail policy dcmslom w1th material

economic or fiscal 1mpllcat10ns that the Federal Government has made

~ before the day on which the contents of the economic pohcy
) qtatcmcnts were finalized and all other circumstances with material

economic or fiscal 1mp11catlons of which the Minister was aware
before that day have been commumcated tothe Secretary of Finance: ‘

- and

a statement by the Secretary of Fmance that the M inistry has supplied

to the Minister, using its best professional judgment bn the basis of
economic ‘and fiscal information available to it before the day on which

the contents of the economic policy. statements were 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 sectlon 3 shalI not be mcorporated in that cconomlc policy-

@
(a)
o)

(e}

' -c1rcumstaﬂce spemfied in sub-section (3) of section 8

stdtement

[}

A statement of the Minist_ér’s iespt)tlstbility shall, infer alia, provide

the integrity -of the dtsclosurcs cont..uned in the economic pohcy

| statements, ‘

-

the COnmstcncy w:th thc reqtm'ements of thls Act of the mformdt:on'

' contamed in the economlc pohcy statements and

the omlssmn from the economl,c pollcy statement of any decmon or.
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) Measures t‘or ﬁscal transparencx —(1) The Federal Gevemment
shall take ap‘propnate measul:es to ensure greater transparency in its fiscal operations
in pubhc interest and minimize, as far as practlcable secrecy m the preparatlon of
" 'the annual budget : : :

(2) In particular and without prejudice t the generality of the brovisionq
of sub-section (1), the Federal Government shall, at the ttme of pretentdtton of
annual budget dlSClDSe ina statement as may be prescrlbed —

(@) the mgmﬁcant changes in the accountmg standards, deﬁanm, policies
S and practices affecting, or likely to affect the computatton of prescribed
i scal 1ndrcators, &nd T

- (b) as far as practlcable and cons;stent with protecttom of pubhc 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
tmphcattons including revenue demands raised but not realized and
'habtltty in respect, of ma_}or works and cohtracts : :

© CHAPTERTY -
- DEBT POLICY CO-ORDINATION OFFICE

12 -Estabhshment of the Debt Pohey Co-ordmatlon Offnce —(1)
Within sixty. days of the eommencementof this Act, the Federal Government shall,
by nottﬁcatlon in the official Gazette establish an office to’ be known as Debt
Pohcy Co ordination Ofﬁce The Ofﬁce shall— . '

(a) work under the dtrect super\?lslon of the Mmtster .

(bi consist of t,bree dmectors of whom two dlrectors shall be from the
- private sector and one of the directors shall be de31gnated as Director-
General :

(2) ’The directors of the Office shall be appomted for a term of three
years and shall be eligible for reappomtment fora 31m11ar term. A dtrector shall
.not be appomted for miore thar/x two terms.

(3) A dlrector of the. Offtce, may "be* removed by the Federal
Government from his office, if-on an inquiry by the Federal Public Service
Commission, he is found 1ncapab1e of performing tHe functions of his office by,
Jfeasom of mental or phys:cal mcapactty or has been found guiley of mtseonduct

. (4) The terms and condlttons of serwce of the dl]‘CCtOI' of the Othce shall
- be such as maybe prescmbed ) ‘ : <
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Functlons of the Office ~~(1)}The Office shall perform such functions-

as are qpec:ﬁed m sub qection (2) or as may be prescrtbed from time to time.

(2)
shall—

1

()

(©

@

(e

(a})

Wlthout prejudtce to- the generahty of. the foregomg provmon the Oftice

-prepare a debt reductton path in coneultat;on w1th the Federal,
_Government 10 achleve the prmt:1p]es of sound fiscal and debt
) management SR .

monttor and evaluate external and domestic borrowing strategies

" and provide policy advice on an appropnate mix of external

borrowrng from all sources; .«

"monitor the nommal and real costs of external and domestic borrowm g
' and suggest ways o contain. these costs; . : :

analyze the foreign currency expcmure of Pakistan’s external debt '

“including foreign-exchange obhgatrons to residents and prowdmg a

framework for foretgn exchange rtsk management

prowde consmtent and authenttcated information on ‘public and
external debt and Government ‘guarantees including total guamntees

N _outstandtng,

@

prep-a’re a clebt policy statement on an annual basis on trends in aublic
and external debt and implementing adopted debt reduction godls as

- wellas suggesting adjustments in the Federal Government s overall

- debt strategy,

Ag)

‘(:h)

- (3)

: provtde leadershtp on debt data questtons and ensure comp]mnce,
‘with agreed reportmg requtrements and ’

maintain a centrahzed and updated electromc record, without pre;udlce

to the specific reqponmbthttes 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 Krnits for the total pubhc debt and

' guarantees

The Federal Govemment shall cause to-be laid before the Natlonal

Assembly the debt’ reduct:on path as soon as may be afterits preparatton under sub-

section (2}.
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CHAPTER Vv

'MISCELLANEOUS PROVISIONS

i4. Publication and access of statements.—(1) The Minister shall, in
. respect of every economic policy statement referred to in section 4, arrange for
publncatlon in thc 0fﬁc1a! Gazette anotice— : , -

(a) mdlcatmg, where.'the stateme_nt ls.pu_blis'hed in advance c_)f being
laid before the National Assembly, that the staternent has been published:
and B N . .

- (b) 9pec1fymg a place at whlch coples of the statement are available for

public free of charge

-~ (2) The Seeretary of Fmance shall, ia respect of every statement
publmhed under sub-section (1) within fifteen days of the publication of the
statement arrange for its pnbllcatlon on the websnte of the Ministry of Finance.

, 15.  Indemnity.—No su:t prosecunon orother legal proceedmgs shall tie
against the Federal Governmént or any officer of the Government for. anythmg

which is in good faith done or mtended to be done under thls Act or the Rules

made thereunder

16;" Application of other laws not- ba’rred.-;The piroviéions of this Act

shall be in addmon to, and not in derogatlon of, any other law for the time being in

force.

17. Power to make rules.—(1) Thé Federal Government may. by
“notification in the Off' cml Gazette, make rules for can'ymg out the purposes of this
Act. : - : : ;

@) In particular and without prejudice to ghe geh‘erality of the foregoing
power, such rules may provide for all, or any of; the following matters, namely:—

(aj‘ the fofms “of allthe ec.i)_no_mic peli_cy 'stéfém_ent’s speeiﬁed i_n section 4,
' ) the-smooth'fuﬁctioﬁing.of the Ofﬁoe; ‘and'-
() any other matter whlch is required to.be, of may be prescnbed
18. Removal of dlfflcultles —If any dlfﬁculty arises'in giving effect to

the provisiortis of the Act, the Federal Goyemment may, by an Order pub]:shed in
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the Official Gazette, make such provuuons not mconsmtent with the prov1smns of
the Aet, as may appear to be necessary for removmg ‘the dlfﬁculty

Prov:ded that no Order shall be made under this sectlon after the explry
of two years from ‘the- commencement of thls ‘Act.

2) Evety Order made under sub-secuon (1) shall, as soon as may be, cause_ ‘
tobe lald before the. Natlonal Assembly :

RAJA MUHAMMAD AMIN,
Actmg Secretary.
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