L e ST aaffaf (fasas)

JIETT AR ey Trrgifre/ Siai-Are«ifTe/ BN TR (T-*177S) AFrPHRE Siwma
T S ¢ LTS FICS AL FCH AT | G o T 9 G- A1 et w93z
T TR 6 (A0F Al A7y ATl | TS (@3 FHFE Hed M devEwA @ = Tw
TREPRE QM IR ACF | AZIFIRN Tl F9S piea =S AReiieeyfs W@l fFfefefes qmor
W A Aere @ Y TIFAE (A QM FACO =W | WA©: GBTCF (U5 AN ARG A el
QA ge Tl = |

@B RS ¢ MYq WS G (ST FCF AT T e 7T pifercs e |
ffeg wrel @ ¢ gl Tmw R e [ TmW e @FE (SreRANIG (e afRrG
(fef1@) @3 MGe S@H OIS A FHA ATl &WiF IR AT | & @ I ARFR A AFT=
TEFE G #F HLAfeD 70 ol (FfT) F93 pfe e &3 | A0 I ST 9o 7%
7 pfes Tres WfHE R e S aEe waReE 9 o Ww eniE I ;A AREIGAR @e
QTS @9EQ T AR | @ §fE JE TRSIER 20w O [l FemE 0 AT | 9NGTm9’q
SR Wl QAP ALY TR Ao AR I @R Thig-te o I ¢ WS vt Sy
SR qWe @ Ao IS TP BT TN 7t A IS Wifre rafere sifavediy @ A |
JENA FRFIE FTorw T (At o Fa9 cFas A AR A 9 [onew o’ 5 e
TF; T @ GRS (9e9) [ el pfE i wifefzs =7 |

R fasger wfp<ia FHRe s

wi¢f oo Guldl @ A [T S T Tunaa sfeia feusias T wewe
8 AT O TG AR I MF | PP TGAGT IJRBATT oA feanam o
YR ACH e IIRE THARH | @ ACH AT T ¢ q@Afe Ayw sy fTydaa
ST TG (ST AMCHA RS = | RS Ao AR (s wiRAfefes fbyuvas i A
AN FRTHR TIBIERS AR M SN afors fGuaes 7 arse Tt 2 | I6TW
f@aga Sfxitait @ T8 Wiftg #I1e7q 01 S AEFSIR @ asel Srae T390 @S AN ¢

5. ffeq gl <aaca T FET ewe AR (WHEE TETefes 2 e

3. offs wid Igem AR ST gl fefes fGuaae et Aom T 93 NWHRR
T AN @ 0 A=Y A4 F41;

O, ONIAYG/ GFG FHWER CF0E O pied A 290 [Narel 553 Torre en;

TS pewTiR «a Y QTS A SITATR A8 6 Fe 4,

fafeq A1zl at e fofes fuaaa Afaiitas vt % Az T4 3 I 8 TP

w¢f FARYOIF TSI AN &1 Wi 1 200 61 ABIR. A AT 7F! a2l @

o AL 4l

GEt e fofers fTunae s eadt egs wi;

GO v Afqenfas feudgs e s Pifsa-3 femee fernza s,

1 fefes viee afaeeifae od fTumas & e v i

@ AZR fewaas [ @ w9fe A of feeifex 3 aze F¥41;

So. fOWYs TeFF/ AN TS/ L FI@/ AT AT &VIT ToT© Aie
I

5. feuates wifareny Irere v grex facw et e viitvR @ e Tos gwie
=41 |

p o

¥ o€



SR e At 3
9.  TECSHAMID (s aism= (fefra)

TECSAATIG (HEE QS @ AgRers e R S s 3

o). ¥ AV (7 AN ALZR I,

03, 9 MR afedita w39t (Institution Type);

0w, pfex €@ (Agreement Type);

8. wdeTa €39 (Financing Type);

o¢. AT A,

oV, AT ST,

09, (3 SFCEA & Al (A Z0R S 1,

ob. Bf& Arw=a e A (Date Effective Limit);

ob. 3 FHER wifi;

So. A FHY 7eTW &F© vl (Date Effective);

S, A TreFa Ao fFRe wifzy;

3, A9 Trefea F4e<E e (Date Drawing Limit);

O, (1 QI A<l el I R O I,

8. Ao IfsTiel (Ao AN Segrie AR Wi AfIe);

Se. A TR (62 iface qme 27 fog 2@ ©f v gt [feq Fooitaese o= Je 29
o7 AP O MO T@ ACTF)

S, WS AWM TR, AfSH 5Ie, FRGTS % (A0Aey ¢F0a);

q. @ PIfwe;

Str. el AT TR A1 T ifaRe;

5. A9 AL 4@el A (IS =7 [TANS;

0. e AT At FroryrS HifeE;

3. ToY ATHR Wy pfew [aca @l wetaes! @l e ©f faeies safs;

32, BfS AFER A Bie (@ *1$ ARKS, Freae, #AfIe 1 AL TS (2l
st o ohafs;

9. pi% SR 73,

38, I ! FACe p& 2 AFRER IS AT 2o I,

€. SCAF AN Aol AR Jfe oy = sicaicea Ew Sre A A GIGsa-re
Afeje TS 7T |

03 IARGIEHS G GiS (97959) @32 @S TS (999)

TYRFNS: (CISAANIT (@66 AT @7 =S A AN @2 ARG @
QSIS Tfre 27 | IARASE fTOA9e TR Aewd 8 (IR A0 ARPIGAR @ «fa=ys
(@1GFQ) IR @ GRS (9F9)-« FafafRs Ramete sfafs 2@ 4w

0). 2AfST/ Qe TN 93 (FT TH;

oR. YIS I

09, AT N 8 WHS;

08. TFI IR NN (I Aol ¢Fea);

o¢. GNIFY'] (T,

ov, fCRa-7 @wiE™;

0q, AT AR, WWWHE A CF@ WWEE @A ANART BIFR O 9IR SqAE
A O AT



@ ffe

oq. Y @ Pt (e oFa);

obr. (@ FAiface sy wid sAfdceg a1 =61

ob. @ e Jma ud ARwdy I T TE guw FReT ST e @
foifeares am ~Aficeiy Face 7@ fo;

o. (@ SifFd (AT @ AT Ao T =1 ;

Y. TS e I Ao 1 R IR wyo W Wi wue W I ot w1 =03;

Aol sAfTeTy

Q. e AR e ST,

>0, e AR 22w Fe7 ifg;

8. Ao AR« TR T 747,

se. A ARTANGE @ q @e o7 Fompo- adie Aers, S w2 @b
fofers & =freg a1 =63 o1 ;

S, (RAMF AR CFC@ (&I A AT o ARG 1 201

9. WM AR CFC@ ST @R TS GIFR = &9 A7l T T,

Sbr. (AW AT (R SRS g T s1ewe w4 7w [5fea uid Afvengiea @
i e [ =@ s [Rea et S sifieny s 7, wdie aFe
sifseeeed et @3 ~Afeeieeiibee S et @ ite Wy @i i [T g
o1 31 71 ;

¥5. (IS IR i 29 3 & 929 797 ;

3w/ S prey/ agere 6 i s

R0. M TS

Q3. AIfSH BIE (LS CFTd);

33, G (A0 i el (grres oFm);

Q0. WA TR FETA 1EAR ©IfiY;

38. I HAfaeeices euw e wifay;

¢, PR (%7 AT W AR 1 =01 541

AN

RV, GAEFG/ @G’ AL RIS 930 AR ACI;

9. WA/ GFQ'F * S @3 AR AT =03,

Q. ARTNEIHTS ST 8 W HAfreaE e SR oI Fffzena Sy A=,

. ARTHAILREIdCS erers [FREre ST ¢ Joma wifawid Sra AR |

.8 Y SRYFE TR A 3

SCAF AR Aol ARAFIRT AZR AN FfE ToAMCRR 2732 TP SNCACHR NG TR SRl
Aol oY TS T 2@ ACE | (7 O AN [Gqo1ae &7 HeFwweeld oy el simeed 6y
el ©2 A Tl | WY CTeteTE S w9 ' ¢

0} | AT/ QTE TN I (T TI9;

oR | ARHS IV,

09 | AT N 8 (FI® 7;

08 | WP WL Al 7] Sl FTBwCo T T

o¢ | WP Wl sifae ;

oY | el ARTHTHR FTIIAI ;

09 | ¢ foIfaTe ;

ob | Y« TS,

ob | A9 ARTATL €79 1 (S oK [

So | e SAfFTeiteE %= 124 |

> | alfis fFfeTs Afiriifaresy sor @ Jma wAfe |




x¢ Loan concepts regarding DSL

A loan begins with a loan negotiation and ends with its final repayment. Loan-
related activities begin after loan agreements become effective. Issues related to a loan are
chronologically mentioned here.

Disbursement of Loan:

The loan process begins with disbursements of loan proceeds. Disbursements are

inflows of financial resources.

Principal repayment:

Principal repayment is the process of returning the total disbursed amount as per
the amortization schedule to the creditor. The total principal amount is paid back
in installments. Before the start of principal repayments, a period of time is often
given to the borrowers, which is called moratorium period or grace period. This
grace period is actually given to a borrower for utilizing the borrowed money. It
actually helps the borrower to become financially capable for servicing the
contractual obligation. The common repayment methods are annual and semi-

annual equal installments.

Interest
Interest is a service charge on a borrowing. In other words, it is the price for using

borrowed resources. Interest is calculated following the reducing balance method. With
each principal repayment, the debt level reduces and the interest is calculated on the
remaining/outstanding principal balance. The rate of interest is quoted on annual basis.
Most commonly, the interest payment is at six monthly intervals. The applicable interest
rate for a loan could be fixed or floating. The floating interest rates like London Inter
Bank Offer Rate (LIBOR) and US Prime Rate etc are not a case of concentration here.
Fixed interest rates are the interest rates fixed by the multi-lateral or bi-lateral creditors.
The foreign currency loans taken by the government and on-lent to the State Owned
Enterprises (SOES) are fixed interest rate based.

What in On-lending :
On-lending occurs when funds are borrowed by the government from

external sources and then reinvested in State Owned Enterprises (SOES) on some
conditions. When it is difficult or impossible to obtain loans from donors, SOEs seek

assistance from the government. The government provides loans to the SOE’s from its



own fund on some terms and conditions. In both the cases, the Ministry of Finance plays
the important role.

On-lending means involvement of two agreements:

- A Development Credit Agreement (DCA) between a foreign
lender/creditor and the government (Economic Relations Division,
ERD, for a direct loan, where the government is the debtor/borrower
and obligated to service the debt, and

- A Subsidiary Loan Agreement (SLA) between the government
(Finance Division) and an SOE, where the government is the
creditor/lender and the SOE is the debtor/borrower and obligated to

service the debt. The relationship is shown below in a diagram:

Example:

(In case of Foreign Currency Loan)

IDA/ADB/IDB etc
(Lender/Creditor)

A

Agreement 1(DCA) v
ERD
(Borrower/Debtor) ERD hands over the DCA to
Finance Division for signing the
v SLA. The Govt. then becomes the
Finance Division lender / creditor.

(Lender/Creditor)

A

Agreement 2 (SLA)

SOEs
(Debtor/Borrower)

(In case of Local Currency Loan from ADP)

Government/ Finance Division

Creditor/ Lender

Agreement (LA)
State Owned Enterprise (SOES)

Debtor/Borrower

A
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Planning
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Date Effectiveness

nterest payments begin
Drawdown \
n Date Effective Limit

Updating ledger
transactions begin

Grace period—*>

Date Drawing Limit

\
Principal payments begin

Repayment———%¢
period

Interest payments end Loan reclassified as
Principal payments end ¥~fully paid but remains in
database




Terms of an on-lent loan:

Very often, the terms in the DCA may differ from the terms in the SLA for on-
lent loan. Generally the terms and conditions of an on-lent loan is given in the light of the
terms and conditions in the DCA of the loan. The repayment of a loan depends on the
terms and conditions between the government and the lender. The repayment period

usually does not exceed the date stipulated in the Direct or Main loan.

Why it is called debt service liability:

When the government (ERD) borrows fund from an external organization, the
ERD should record it as an external debt liability. After receiving it, when the
government (the Finance Division) re-lends the fund to any SOE, it is classified as a
domestic claim/liability. As the government is liable to the lenders and the SOEs are
liable to the government, the institutions through which these loans are received and
disbursed have some responsibilities for the management of individual loan accounts
properly. Co-operation among the institutions is very much needed for proper

maintenance of related data.

Basic details to look for while reading a Development Credit Agreement (DCA)

1. ldentify the loan:

a) Loan reference number/ number given by the creditor
b) Loan reference number/number given by the borrower (ERD).
c) Date of signature of the DCA;

d) Loan name;

e) Purpose of the loan;

f) Loan amount;

g) Loan currency;

h) Repayment currency;

i) Disbursement currency;

j) Project implementer;

k) Effective date;

I) Drawing limit;



2) Payment Terms:

a) Principal (yearly or half yearly etc.);

b) Interest terms ( interest rates — Fixed, variable, different rates applied over the
same period, interest month, interest year i.e. how many days in one year and how
many days in one month) — interest start date and interest end date.

c¢) Payment of interest and Repayment of Principal dates, for example the first
payment date and last payment date should be known by the borrower.

Important points for DSL data entry process:

The DSL branch must be sure that:

) There is a full copy of Subsidiary Loan Agreement (SLA);

i) Every single disbursement being recorded in the spread sheet;

iii) The manual files also should be well organized,;

Iv) The exchange rate should be recorded in the accounts on daily basis from one
sources, while maintaining Foreign Currency accounts;

V) The loan (original loan) is to be considered as valid loan only when it has no
anomaly. Before generating any comments/reports, it needs to be checked that
the loan is valid;

vi) Disbursement or drawing of loan is also an important point of any loan.Un-
disbursed balance needs to be checked. If the initial drawing date limit
expired that means the date drawing limit was extended or the un-disbursed
amount was cancelled. This is applicable for both Development Credit
Agreement (DCA) and Subsidiary Loan Agreement (SLA).

Points necessary for scrutinizing a DCA broadly are as follows:

e Closing date for disbursement;

Commitment charge along with its rate and payment date;

Service charge along with its rate and payment date;

The terms and conditions for the repayment of the principal;

The currency of payment;



Points necessary for scrutinizing an SLA broadly are as follows:

e Agency name and code number;

e (Grace period;

e Repayment terms and conditions for the principal as well as interest;
e Interest rate and

e Repayment or Amortization schedule etc.

Monitoring:

Loan account or Debt Service Liability account maintenance is a monitoring job
being performed by the DSL branch of the Treasury and Debt Management wing of the
Finance Division. With growing size of database, manual monitoring has become
difficult. It has risk of huge error. The only way out is computerization of DSL records.
Debt Service Liability monitoring means keeping tracks of records of loans. This would
include particulars of disbursement, interest and principal repayments etc. It may be
mentioned here that the individual loans are given in different currencies, so aggregating
loans/debts would require exchange rate particulars. DSL branch has always been
considering the applicable exchange rate of a particular date of disbursement or
repayment.

The main reason of monitoring is to forecast on Debt Service Liability of a
particular SOE on a particular date. The projections are based on existing credits taken by
the SOEs and as per repayment schedules in the Loan Agreements (LAS) or Subsidiary
Loan Agreements (SLAS). Monitoring is also required for tracking loan transactions. This
includes disbursement, interest and principal repayments to be made by the borrowers. An
amount of local currency equivalent of foreign currency is calculated for payment. The
exercise is repeated for every loan and the records are updated regularly. Previously, the
DSL information was maintained in ledgers and files, which required large staff. There
was also scope for inadvertent clerical errors. The use of spread-sheet i.e. Excel has
facilitated the DSL accounts maintenance very smooth. It has however provided only

partial relief because the task requires extensive record keeping.

(Md. Ekhlasur Rahman)
Deputy Secretary
Treasury Management
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Activities OF DSL Branch at present
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Acronyms

Abbreviations

Notes

DSL

Debt Service Liabilities

The Government of Bangladesh provides fund,
in the form of loan, through ADP either from its
own resources or from Project Aid received from
Development Partners or from a combination of
both to various Autonomous Bodies/ Semi-
Autonomous Bodies/ Sector Corporations to
finance their development and non-development
projects through signing Loan Agreement. It is
returnable with or without interest according to
said agreement is called Debt Service Liabilities
(DSL).

DCA

Development Credit
Agreement

In case of Foreign Loans Negotiated Credit
Agreement between Bangladesh Government
and Development Partners is called Development
Credit Agreement. It contains terms and
conditions of the loan and repayment schedule.
Sometimes a few re-lending terms and
conditions are mentioned in DCA that should be
included in the SLA.

SLA

Subsidiary Loan
Agreement

Agreement between Government and Borrowing
Organization in case of Foreign Loans is known
as Subsidiary Loan Agreement. It contains the
re-lending terms (rate of interest, repayment
period, grace period etc.) and conditions of the
loan and the repayment schedule.

LA

Loan Agreement

Agreement between Bangladesh Government
and Borrowing Organization in case of local
currency loan is known as Loan Agreement. It
contains the lending terms and conditions of the
loan and the repayment schedule.

GO

Government Order

Government Order regarding fund release to the
borrowing organization by the Line Ministry/
Finance Division against credit line/ project.

RS

Repayment Schedule

It is a schedule of loan repayment It contains
exact dates of installment of principal amount
payable with interest accruing thereon or without
interest, total number of instaliment, the rate of
interest, the amount of principal and interest
payable in each installment etc. In case of
foreign loan Bangladesh Government repay the
loan with or without interest to the concern
Development  Partners according to the
repayment schedule. In case of local currency
loan the borrowing organization repay the same
to the Government according to the schedule.

AS

Amortization Schedule

Same as Repayment Schedule




Acronyms

Abbreviations

Notes

GP

Grace Period

The moratorium period during which interest is
duly accrued but no installment of principal or
principal and interest is repaid .In other words
the period after which the disbursed principal
amount starts falling as per DCA/SLA/LA.

RP Repayment Period The period during which total Principal Amount
of Loan is paid back with interest or without
interest. It starts after the end of the grace period.

LP Loan Period The summation of grace period and the
repayment period is called Loan Period.

MR Mode of Repayment It is the Installment of Repayment of principal
with or without interest in a year. It may be
Yearly/Annually, Semi- Yearly/ Semi- Annually
and Quarterly.

DF Falling Dates The repayment dates of installments of principal
and interest according to the Repayment
Schedule.

DB Billing Dates Same as Falling Dates.

RI Rates of Interest It is the price of loan paid for using the loan. It is
charged as percentage on the principal amount
disbursed/ outstanding.

RPI Rate of Penal Interest It is to be charged on overdue amount payable
but still remains unpaid.

RERP Rate of Exchange Risk In case of foreign currency loan Exchange Risk

Premium Premium is to be charged on principal
outstanding at a rate in addition to the interest
charged to avoid risk of exchange rate
fluctuation.

ND Not Due Portion of principal disbursed to the borrowing
organization under a credit line/ loan that has not
become due for payment as per repayment
schedule.

AD Amount Due Total principal plus interest fallen due as per
repayment schedule to be paid by the borrowing
organization to the Government.

oD Overdue Amount (Principal and or interest) payable/
fallen as per repayment schedule but remain
unpaid.

TPO Total Principal Not due principal plus overdue principal is

Outstanding known as Total Principal Outstanding.

DDL Date Drawing Limit The closing date for drawings.

DEL Date Effective Limit The closing date for rendering the loan effective.

DE Date Effective The date at which the loan becomes effective,

thus the earliest date at which a drawing can be
made.




Acronyms

Abbreviations

Notes

AT Agreement Type The Agreement Type refers to the financial
characteristics and structure of the agreement.
Agreement type: for external debt source:
i. IMF agreement
ii. AMF agreement
iii. Syndicated or in
association with
iv. Buyers credit
v. Suppliers credit
vi. Standard agreement
vii. Rescheduling
agreement
viii. Refinancing
agreement
iX. Leasing
X. Other
FT Financing Type The Financing Type is whether “loans”, grants,
promissory notes, bonds etc. For external debt
source:
I Loans
ii. Revolving credits
iii. Line of credit
iv. Promissory note
V. Private parent
company to
subsidiary
Vi. Others
IT Institution type It indicates the nature of the participant. It could
be a local or a central government, multilateral
organization, Official Development Bank etc.
LC Lender Category Lender Category: External debt source:
a. Official creditors
b. Private creditors
CT Credit Type Credit Type: External Debt source

a. Bilateral

b. Multilateral

c. Commercial Banks or other
financial institutions

d. Suppliers Credits

e. Other

( Sheikh Mohammad Salim Ullah )
Senior Assistant Secretary
Finance Division.
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