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No.1(1)SO(DM)/09 ) Islamabad, the January, 2010
OFFICE MEMORANDUM

RE-LENDING OF FOREIGN LOANS / CREDITS

The undersigned is directed to refer to this Division’s O.M. of even number dated
17/03/2009 (Annex-I) on the subject noted above and to say that revision of relending
policy of foreign loans/credits to provincial governments/departments was under
consideration of the Federal Government. Accordingly, the Economic
Committee of the Cabinet [ECC] has approved the relending
loans/credits in its meeting held on 12/01/2010. The revised
therefore, be applicable to provincial governments/departments w.e £
table given below:
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circulated by FAD vide its O.M. of even number dated 17/03/2009.

P
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4. Other  guidelines / conditions as contained in this Division’s
O0.M.No.1(15)SO(DM)/97 dated 30/10/1997 and O.M. of 20/06/1990 and amended from
time to time shall continue to remain in force [Annex-II].

(M. Shamim Wazir)
Chief
Debt Management Wing

Ph: 9209476
All concerned:
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[image: image2.emf]Government of Pakistan   Ministry of Economic Affairs  & Statistics   (Economic Affairs Division )   *******   No.1(1)SO(DM)/ 0 9                                   Islamabad, the  17 th   March ,  2009   OFFICE MEMORANDUM   Subject:   RE - LENDING OF FOREIGN LOANS   /   CREDITS               T he undersigned is directed to refer to this Division’s O.M.No.1(1 5 )SO(DM)/9 7   dated  30/10/1997  (Annex) on the subject noted above and to say that  revision of  relending policy of foreign loans/credits was  under consideration of the Government.  Accordingly, t he  existing  policy has been  revised and  approved by the ECC of the  Cabinet in its meeting dated 03/03/2009  which  will be applicable  to Federal Government  Departments, Autonomous Bodies and Development Financial Institutions [DFIs]  on  foreign  loan s /credits  contracted and  relent w.e.f. 03/03/2009.  The revised terms  pertaining to interest rate and exchange risk co verage fee  [ERC] shall  be fixed as per  table given below:   AGENCY  INTEREST  RATE  /   E RC  REPAYMENT  PERIOD   i)   Federal Government  departments like  NLC, C AA etc. for  which commercial  accounts are  maintained.  12% p.a. inclusive of interest rate of  5.2%+ ERC of 6.8% which shall be  charged both on the principal amount  and interest amount separately.  The actual  redemption period  available to the  Government of  P akistan.   ii)   Autonomous  B odies   /   Corporations  15% p.a. inclusive of interest rate of  8.2% + ERC of 6.8% which shall be  charged both on principal amount and  interest amount separately.  The actual  redemption period  available to the  Government of  Pakistan.   iii)   Development  Financial Institutions  12% p.a. inclusive of interest rate of  5.2% + ERC of 6.8% which shall be  charged both on principal amount and  interest amount separately. The DFIs  may, however, charge maximum spread  of 3% p.a. from the final borrowe rs as  their administrative charges over the  rate of 12% p.a.  The actual  redemption period  available to the  Government of  Pakistan.    


2.  For the default cases of recovery of relent loans, late fee charges will be levied on the due installment [principal + interest] at the rate of 1% during the first year of default, 2% during 2nd year of default, 3% during the 3rd year of default and - - - - -.
3. Relending policy for provinces is still under consideration and will be circulated on its approval by the ECC.  As such, the existing relending policy for the provinces will remain the same as circulated vide EAD’s O.M.No.1(15)SO(DM)/97 dated 30/10/1997.

4. Other guidelines / conditions as contained in this Division’s O.M.No.1(15)SO(DM)/97 dated 30/10/1997 and O.M. of 20/06/1990 and amended from time to time shall continue to remain in force.

(M. Shamim Wazir)

Deputy Chief

Debt Management Wing
Ph:9209476
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  

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

