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PREFACE

The Auditor General conducts audit subject to Articles 169 and
170 of the Constitution of the Islamic Republic of Pakistan, 1973 read
with Sections 8 and 12 of the AudiGener al 6s ( Functi ons, Po\
Terms and Conditions of Service) Ordinance, 2001.

The report is based on audit of the acceumf NHA, CDA,
Metropolitan Corporation IslamabaAA, Pak. PWD, Estate Office
FGEHF, National Construction LimitedPHAF, HEC,Workers Welfare
Fund/Boardsand PD&R for the financial year 204I1B and also contains
some audit observations for the financial year 2016 The Directorate
General Audit Works (Federal), Islamabad conducted audit during- 2018
19 on a test check basis to report significant audit findings to the
stakeholders. Tk includes only the systemissues and audit findings
carrying value of Rpees onenillion or more. Relatively less significant
issues are listed in the Annextkeof the Audit Report. The audit
observations listed in Annexufe shall be pursued with the Principal
Accounting Offcersat the DAC level and icases where the PAO does
not initiate appropriate action, the audit observations will be brought to the
notice of the Public Accounts Committeet he next year 6s Audit R

Audit findings indicate the need for adherencethie regularity
framework besides institutingnd strengthening the internabrirols to
avoid recurrence of similar Vigions and irregularities.

Most of the Audit observations included in the report have been
finalized in the light of written responsef dhe management and
discussions in the Departmental Accounts Committee meetings

The Audit Report has been prepared for submission to the
President in pursuance of Article 171 of the Constitution of Islamic
Republic of Pakistan, 1973 for causing ib®laid before the Parliament.

Sdt
Islamabad (Javaid Jehangir)
Dated: 14" February, 2019 Auditor General of Pakistan
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EXECUTIVE SUMMARY

The Directorate General Audit Workisederal), Islamabad, carried
out audit of the Federal Government entities engaged in construction
works, namely, National Highway Authority, Capital Development
Authority, Civil Aviation Authority, Pakistan Public Works Department,
Estate Office, FederalGovernment Employees Housing Foundation,
National Construction Limited, Pakistan Housing Authority Foundation,
Higher Education Commission (PSDP/Infrastructure development works
executed by federally chartered universities/institutions), Workers Welfare
Fund/Boards and Ministry of Planning, Developmemd &eform (Special
Project Cel). These entities function under the administrative control of
various Principal Accounting Officers and consume major portion of the
funds provided under the Public Sector Blepment Programme.

The Directorate General Audit Works (Federal), Islamabad, has
existing human resource of@personnel including officers and staff. The
annual budget of the Directorate General for theert financial year is
Rs 156988 million. The Directorate General is mandated to conduct
Financial Attest AuditCompliance withAuthority Audit and Performance
Audit of civil works including mega projects of Federal Government. As
part of its Audit Plan (20189), for the Compliance with AuthoyitAudit,
the Directorate General Audit Works (Federal) conducted audit8of 9
formations, out of the 277 under its audit jurisdiction during Rhas¢he
Audit Plan, by deputing fifteen (15) Field Audit Teams with an input of
3,525mandays. Moreover, regularity audit of twerttyo (22) formations
relating toNHA, CDA, CAA, PHAF and PD&R were conducted in Phase
Il of Audit Plan of 201718 andsignificantaudit observations have been
included in this Audit Report.
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Audit Objectives

The objectives of audit were to:

Vi.

ascertain whether or not the moneys shown as expenditure
in the accounts were authorized for the purpose for which
they were spent;

observe whether the expenditure incurred is in conformity
with the laws, rules and regulations framed to regulate the
procedure fospending public money;

ascertain whether expenditure is incurred with the approval
of the competent authority;

examine propety of transactions to ascertain whether due
vigilance has been exercised in respect of expenditure
incurred from public moneys

review, analyze and comment on impact and implications
of various government policies laing to the audited
entities and

agertain that rules and procedures were followed in
assessment and collection of revenues.

Scope of Audit

Auditable expenditure under the jurisdiction of Directorate General
Audit Works (Federal), Islamabad for the year 2087 was

Rs 485430 hillion covering 277 formations under seven (07)
PAOs. Out of this, the Directorate General Audit Works (Federal)
audited an expenditure of R82918 hillion to check compliance
with applicable rules and regulations.

The audit coverage also includes thgenue collection amounting
to Rs143922 hllion.
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Recoveries at the instance of audit

The Directorate General Audit Works (Federal), Islamabad pointed

out 6overpayment so and Orecoverabl
Rs 34,496.067million. The management accepted the stance of

Audit to the extent of Rs3,689.109 million. An amount of

Rs 512.674 millionhas already been recovered and verified by

Audit till the finalization of thisreport.

In addition to the above stated recoveriem amount of

Rs 1,139.10million also recoveredas pointed out by Audit in
previous years.Total recovery of Rs1,651.774 million was

verified by Audit from February 2018 to January 2018 the

finalization of this Audit Report.

Holding of Departmental Accounts Committee meetings

Para 5 (f) of System of Financial Control and Budgeting, 2006
issued by Finance Division, Government of Pakistan provides that
the Principal Accounting Officer/Additional Secretary or
equivalent shall regularly hdlmeetings of DACto discuss and
resolve audit observations

The Principal Accounting Officers are regularly requested to
convene DAC meeting to discuss Audit Repdpsting the period

from 15 July, 2018 till the finalization of this Audit Report,
thirteen(13) DAC meetings were convened by various PAOs.
Audit paras included in this Audit Report have been discussed in
DAC meetings. However, PAOs of certain departments/authorities
have not convened DAC meetings to discuss audit paras included
in this Audt Report despite requests made by Audit.



Audit Methodology

Desk audit was carried out to understand systems, procedures and
control environment of audited entities. Permanent files of the
audited entities were updated and utilized for understgnttia
institutional framework. A Risk Area Dige8isting potential risk
areas was prepared for guidance of the Field Audit Teams. Audit
methodology included:

i.  Updating the understanding of the business processes with
respect to control mechanism.

i. Ildentification of key controls on
audit experience/special directions from the Auditor
General 6s office.

lii.  Prioritizing risk areas by determining significance and risks
associated with the identified key controls.

iv. Design/update audiprogrammes for testing the identified
risk conditions.

v. Selection of audit formations on the basis of:
a. Materiality/significance
b. Risk assessment

vi. Selecting samples as per sampling criteria/high value
items/key items.

vii.  Execution of audit programmes.

viii.  Identification of weaknesses in internal controls and
development of audit observations and recommendations
relating to norcompliance with rules, regulations and
prescribed procedures.

ix.  Evaluating results.
X.  Reporting.

xi.  Follow-up.



Vi.

Audit Impact

There has been a gitive change in the responsiveness of audited
entities towards audit due to continuous functioning of Public
Accounts Committee in the recent years. The viewpoint of Audit
on financial/technical issues has been acknowledged by DAC/PAC
and administrative epartments whichensures financial and
regulatory disciplinen public sector Following are instances of
major audit impact:

While discussing Para 2.4.2 of Audit Report on the
accounts of CDA for the year 2016, PAC in its meeting
held on 02.04.2018ssued directions to PAO that the land
of the societies of which layout plan have been approved be
retrieved as that property is legally of CDA and NOC of the
Societies should be cancelled through advertisement.

While discussing Para 2.4.45 of Audit Repam the
accounts of CDA for the year 2016, PAC in its meeting
held on 20.04.2018, issued directions to PAO to devise a
comprehensive plan to handle the issue of waste material in
the Capital by installing plants and dumping of waste
should be away frompbads,schools and residential areas.

While discussing Para 3.1 of Audit Report on the accounts
of CAA for the year 20147, PAC in its meeting held on
07.11.2017, issued directions to PAO to change the SRO by
replacing three years with six months (asgesting SRO,
CAA had to wait for three years before final disposal of an
abandoned aircraft).

While discussing Para 4.4.4.2 of Audit Report on the
accounts of NHA for the year 2041&7, PAC in its meeting
held on 28.03.2018, issued directions to NHA to
stmdar di ze tender document s
days or six monthso.
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Vil.

V. DAC directed NHA that savings during execution of work
in future shall be injected badk to the system and any
additional work of emergency nature Bhae authorized
only by NHAHQrs(DP. 06).

Vi. The DAC directed NHA that in case of single bid, the
bidding process should be repeated at least once and in case
of acute urgency approval may be obtained from NHA
HQrs (DP. 16).

Vii. DAC directed NHA to stop the practice of bridge financing
maintenance works from PSDP funds forthwith antks
on the subject be observédP. 103).

viii. DAC directed thathe consultants hired on Quality Cost
Based Selection methods must be held to strict performance
audit and kg personnel of the consultants museé b
employed on the proje¢DP. 158)

iX. DAC directed that NHA will make its Annual Maintenance
Pl an more efficient. Payment o f
can only be done with express approval of the Executive
BoardNHA to clear backlog. The NHA Executive Bal
must ensure that this practice is seized as early as possible
(DP. 215).

Comments on Internal Controls and Internal Audit
Department

The present report has identified a range of irregularities, which
have been recurring over the years. The renageof these
irregularities indicatethatsystemic issues were cropping up either
due to inadequate oversight mechanisnmappropriate design of
internal controls

AlthoughNHA, CDA, CAA and Pak. PWD have an internal audit
setup, but the financial irregularities observed duringcdingent
audit reflect that this functiofailed to deliver effectively The
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efficient functioning of internal audit would have helped the
management ireffective implementation of internal controls and
strengthening the internal control environment in audited entities.

In case of other audited entities (FGEHF, PHAF, NCL), which do
not have internal auditsetup we emphasizethe need for
establishing @& internal audit regime in these organizations,
directly reporting to the Principal Accounting Officers.

Comments on internal controls, highlighting irregularities are
given at Annexure.

viii.  Key Audit Findings of the Report

Major audit findings includd in this Audit Report are:

I.  NHA did not m&e adjustments on account of reduction in
scope of work and necompliance to contract provisions in
EPC Projects for R36,703784million in four cases?!

ii.  Overpayments of R4,882.579million were made byHA,
CDA, CAA and Pak. PWD due to price escalatide
escalation, incorrect application of rates and payment of
inadmissible items of worl sixteencases 2

iii. Recoveries on account of mobilization advance, secured
advance, defective and satandard works were notade by
NHA, CAA, Pak. PWD and B&R for Rs 2016.104 million
in eightcases®

iv.  Revenue of R4,170.715million on account ofease money,
building control/transfer fee, finerent, property tax,

1 Paraz2.4.14,2.4.15, 2.4.24, 2.4.25

2Para2.4.20, 2.4.28, 2.4.33, 2.4.34, 2.4.35, 2.4.36, 2.4.37, 2.4.42, 2.4.44, 2.4.53, 3.4.15,
4.4.20,4.4.32,4.4.34,5.4.194.18

SPara2.4.26, 2.4.38, 2.4.45,2.4.51, 4.4.24,5.4.3,11.4.4, 11.4.5
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Vi.

premium on commercial plgtsetc. was not realized/
recovered by CDACAA andPak PWDin elevencases*

NHA, CAA, Pak. PWD PHAF and HEC awarded works in
violation of Public ProcureménRules for Rs14,609440
million in twelve cases®

CDA and CAA made payments against work done of
Rs 11,688.03 million without recardy measurements in the
Measurement Bookis two cases®

iX. Recommendations

Recoveries of overpayments may be madenture financial
discipline and responsibility may also be fixed against the
responsible

Recoverables from contractors on account of mobilization
advance, secured advance and defective wetksmay be
recoverecbesides contract management may be strengthened
to avoid such lapse.

All receipts be realized iatimely mannerand deposited in
the treasurielevant account

Public Procurement Rules, 2004 be adhered to in letter and
spirit while making procurement ofgoods services and
works

Rules for maintenance of basic accaugtrecord for works
execution and payments may be implemented in true letter
and spirit.

4Para 3.4.8,3.4.9,3.4.22,3.4.24, 3.4.25, 3.4334,35, 4.4.18, 5.4.29, 5.4.31, 5.4.33
SPars 2.4.1,2.4.10,4.4.3,44.7,4.4.8,4.49,5.4.2,5.4.15,8.4.1,8.4.3,8.4.4,9.4.3
5Paras 3.4.18,4.4.2
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SUMMARY TABLES AND CHARTS

Table 1: Audit Work Statistics
(Rs in million)

S. Description No. Budget
No. (Expenditure &
Receipts)

Total Entities (Ministries/PAOS) it

= Audit Jurisdiction 07 605377513
2. | Total formations in audit jurisdiction 277 T
3. | Total Entities(Ministries/PAOs) Audite( 07
4. | Total Formations Audited 98

. . 343292362
5. | Audit Inspection Reports 98 3

Table 2: Audit Observations classified by Categories
(Rs in million)

S No. Description Monetary Valug of Audit
Observations
1. Unsound asset management 380.748
2. Weak financial management 10,773.765
3 We.ak |n.ternal controls relatin 113,406.856
to financial management
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Table 3: Outcome Statistics

(Rs in million)

No

Description

Expenditure
on
Acquiring
Physical
Assets
(Procurement)

Civil Works

Receipts

Others

Total
current
year

Total last
year

Outlays
Audited

390.201

219,151.801

91,009.508

32,740.852

343,292.362

291,746.81

Monetary
Value of
Audit
Observations

92.810

111,805.240

10,311.767

2,351.552

124,561.369

118,445.12

Recoveries
pointed out
at the
instance of
Audit

26,548.735

7,947.332

34,496.067

11,303.53

Recoveries
Accepted/
Established
at the
instance of
Audit

2,990.099

5,699.010

8,689.109

5,638.62

Recoveries
Realized at
the instance
of Audit

1,069.599

582.175

1,651.774

1,021.20
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Table 4: Irregularities pointed out

(Rs in million)

S. Description Monetary Value of

No. Audit Observations
Violation of rules and regulations ar

1. | violation of principles of propriety in publi 36,897.644
operations

5 Repor'Fed cases of Traud, embezzlement, { 15451
and misuse of public resources
Accounting Errors (accounting polig

3. | departure from NAM, misclassification, ov 198.813
or understatement of account balances)

4 Quantification of weaknesses dhternal 78,760.352
control systems
Recoveries and overpayments, represen

5. | cases of established overpayment 8,689.109

misappropriation of public monies

Table 5: Cost-Benefit Ratio

(Rs in million)

NG Description Current Year Last Year

1. Outlays audited 343,292.362 291,746.81

2. | Expenditure on Audit 156.988 160.35

3 Recoverles reqllzed at th 1.651.774 1.021.20
instance of Audit

4. CostBenefit Ratio 1:10.52 1:6.37
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CHAPTER 1
PUBLIC FINANCIAL MANAGEMENT ISSUES
(PAKISTAN PUBLIC WORKS DEPARTMENT)

Pakistan Public Works Department (Pak. PWD) maintains its
accounts as a seiccounting entity. Directorate General Audit Works
(Federal), Islamabad conducted Financial Attest Audit of the
Appropriation Accounts of Pak. PWD as per Section 7 of the Auditor
Gener al 0s (Functions, Power s and Ter ms
Ordinance, 2001. The results of Financial Attest Audit were reported to
the Department through Management Report. Audiaspan budget
utilization and accounting procedura®as follows:

1.1 AUDIT PARAS

1.1.1 Irregular expenditure on work charged establishment -
Rs 1,826.870 million

Para 2.03 (a® (b) of Pak. PWD Code requsethat the work
charged establishment shoudlude such establishment as was employed
upon the actual execution, as distinct from the general supervision of a
specific work. The work charged establishment should not be engaged on
any work unless provided for in the estimates as a separateeadbor
the estimate for that work.

As per standard formulafor estimation of annual and special
repair, proportionate cost is bifurcated in following three components:

i.  Work throughcontracs € é. 65%
ii. Staff salary e é. 25%
iii.  Material eé. 10%

The expenditure on pay and allowances of regular establishment is
chargeabl e to hEmgl oyfeacrcolumtte di AddxXlpenseo.



Audit noted thaPak.PWD bookedan expendituref Rs 1,826.870
million on account of pay and allowancesrefularwork chaged st#
against Head AL3 Repair and Maintenance under GrartCi9il Works.

Audit observed thatotal expenditure on account of Repair and
Maintenance was Rs 2,335.289 million, out of which Rs 1,826.870 million
were against salary of work chargsthff which constitutes seventy
eight(78)% againsthe admissible 25%. Moreovethe expenditureon
regular work charged staffas charged to maintenance grardtead of
headiA-01-Employee related expertse

This resulted in irregular expenditure of R826.870 million

Audit pointed out the matter in October, 2018. The department
replied thatan expenditure of Rs 1,8830million pertains to the salaries
of Work Charged/Maintenance staff against the budget of,B30.382
million provided by the Fiance Division, therefore, question of
misclassification of expenditure does not arise. The departfoehter
replied that thease has already been taken up by the Ministry of Housing
& Works with the Controller General of Accounts vide letter datet
July, 2018 under which the Ministry has requested for creadionew
detaiedObj ect <cl assification fASalaries of Ma
object cl asBEmplicpeeée onelidAt0dd expenseo for
Maintenance Staff EstablishmenPaymen of pay & allowances of
Maintenance Staff is the first and foremost obligation of the department

The reply was not tenable because expenditure of pay and
all owances is being chargedinsteal Head AfARep
AEmployee related expenseMoreover, budget specified for repaand
maintenance of government buildings visngutilized on salaries of the
work charged staffvhich compromised the maintenance of government
property by insufficient repair maintenance.

The matter was discussed DAC meeting held on 811"
January, 2019 wherein the DA®@as informed that theMinistry of

Housing and Works is taking up the issue for transfer of pay of work
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chargele mpl oyees to HeadteHmpkpegase o with Mi
FinancePara was pated till final action/resolution of the issue.

Audit recommendswction for resolution of the issue
(Para6 Comments on Appropriation Accounts
and DP. 01, 0520, 63, 97, 108 121, 131, 145,180

1.1.2 Unauthorized transfer of funds of Development Schess from
PLA-1 (Lapsable) to PLA-IV (Non-lapsable) - Rs 19.813
million

The Finance Division (Budget Wing), Government of Pakistan
vide letter No. F3(20) BR/II/94B-Vol-/313 dated 1B April 1997
allowed operation of four (4) Personal Ledger AccouisA) in Pak.
PWD with zero balances operative frofiJuly, 1997 as detailed below:

PLA No. Description Nature

PLA-I Annual Development Programme Lapsable

PLA-II Maintenance only Lapsable

PLA-III Deposit Works Non-lapsable
Ot her Deposits S

PLA-IV Securities, GP Fund receipts, etc. Norrlapsable

Audit observed during scrutiny of the monthly account of the
Executive Engineer Central Civil Division Pak. PWD Abbottabad for the
month of June, 2018 that the funds B@velopment Schemes under Prime
Mi ni sterds SDGs Achievement Programme we
PLA-I (Lapsable). Subsequently, in the month of June, 2018 the funds
amounting to R496631 million were transferred to the PLWV to avoid
lapse of unspdgnamount on closing of the financial year as per
requirement of PLA account.

Audit further noted that Executive Engineer Central Civil
Division-l I Pak. PWD Quetta appRewirgd contract
Bill) for the wor k i Clofrons Mat Ghowikitoon of Bl acl
SoryanrhiUnion CouncilMal Tehsil & District Sibi (NA26) and booked
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the expenditure against the work done for Rs 9.954 million. At the time of
payment in May 2018, an amount of Rs 2.182 million was withheld. The
withheld amount withchwn from lapsable PLA was unlawfully
transferred to PLAIV (non-lapsable account).

This resultedn to irregular transfer of funds d?s198.813million
from lapsable account to néapsable account.

Audit pointed out the irregularity in Novembe2018. The
department replied thalhe funds were received almost in the last quarter
of the fiscal yearDue to shortage of field staff the detaiimeasurements
were not possible in short span of tirBanilarly the test checkwerealso
not possible. Hengeén the interest of the schemas well as to avoid the
litigation on the subsequent stage by contractargunts against the
work done at site were withhold and taken in PMA(PartV).

The reply was not acceptable. The amauwas withheld and
booked as expenditure which caused the overstatement of expenditure
during the financial year 20118. The amount was withheld in violation
of Finance Division instructions and unspent fund balances were not
surrendered but transferremNonlapsable PLAV.

Audit recommends that action be tak&gainst the persons at fault
besidesmproving budgetary mechanism
(Para 1 and86 PLA-I of ML)



CHAPTER 2
NATIONAL HIGHWAY AUTHORITY
(MINISTRY OF COMMUNICATIONS)

2.1 Introduction

National Highway Authority (NHA) was established in 1991,
through an Act of Parliament. The purpose and functions of the Authority
are to plan, promote, organize and implement programmes for
construction, development, operation, repair and maintenancatiainial
Highways and strategic roads specially entrusted to it by the Federal
Government or by a Provincial Government or any other Authority.

NHA is under the administrative control of Ministry of
CommunicationgCommunications Division). As per Schéelll of Rules
of Business, 1973 (amended up to January 2019), business assigned to
Communications Division incluge National Planning, research and
international aspects of roads and road transport; National Highways and
strategic roads; National Highwaouncil and Authority; Administration
of the Central Road Fund and Fund for Roads of National Importance.

NHA has its Headquarters at Islamabad with Regional Offices at
Peshawar, Abbottabad, Burhan, Gilgit, Kallar Kahar, Lahore, Multan,
Karachi, SukkurQuetta and Khuzdar.

2.1.1 Duties and Responsibilities

As per NHA Act, 1991 (amended in 200NHA is entrusted with
the following functions and duties:

I. To advise Federal Government on matters relating to
national highways and strategic roads.

il. To frame scheme(s) for construction, expansion, operation
and development of national highways and strategic roads
and undertake work on such scheme(s).
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iii.  To acquire any land in accordance with legal procedure and
obtain and dispose of moveable and immovablepgrty
and interests therein.

iv.  To do research and development in the field of highways.

V. To procure plant, machinery, instruments and materials
required for its use.

vi.  To enter in to and perform all such contracts as it may
consider necessary.

vii. To levy, collector cause to be collected tolls on national
highways, strategic roads and such other roads as may be
entrusted to it and bridges thereon.

viii. To extend licence facilities on roads under its control on
such terms as it deems fit.

ix.  To maintain legal enforcememt Right of Way.
2.1.2 Organizational Structure

NHA is headed by Chairman. The affairs of the Authority are
regulated through National Highway Council (NHC) and National
Highway Executive Board (NHEB).

Organizational set up of the Authority comprise® fcore Wings,
i.e. Planning, Construction, Operations, Finance and Administration. Each
Wing is run by Members of NHEB, namely Member (Planning) Member
(EngrCoord), Member (PKIMNorth Zone), Member (MotorwaySouth),
Member (South Zone), Member (Centzbne), Member (West Zone),
Member (North Zone), Member (Finance) and Member (Admn) with the
assistance of a number of General Managers.

2.1.3 Funding/Income sources and positions
Grants

i Federal Government



Loans

1 Cash Development Loaf(CDL) - loans obtained from Federal
Government inclding foreign loans through PSDP

Operating Inco

me

Toll collection at toll plazas

restaurants, sign boards, bill boards, etc.

2.2

Table below shows the position of budget allocation and actual

Bonds, shares and other means

expenditure for the financial year 20138:

Right of Way (ROW) charges of Petrol Pumps, CNG stations,

Sale of tender, sale proceedsas$ets, land and vehicles

Comments on Budget and Accounts (Variance Analysis)

(Rs in million)

- Revised/ Actugl Excess/
Original ; Expenditure Excess/ -
Type of Funds Final . ; (Saving)
Budget i/lc CDL (Saving) :
Budget : in %
adjustment
Non-Development
Maintenance
Grant (GoP) 2,462.316| 1,454.383 1,454.383 - -
Road
Maintenance 48,532.420, 12,875.576| 12,875.576 - -
Account/ AMP
Sub-Total 50,994.736| 14,329.959] 14,329.959 - -
Development Funds
PSDP(Local) 233,570.337| 199,130.334 195575017 | (3,555317) | (1.78%)
PSDP (Foreign) | 86,150.000, 133,294.554 133,294.554) - -
Sub-Total 319,720.337 332,424.888 328869571 | (3,555317) | (1.07%)
Grand Total 370,715.073 346,754.847 343,199530 | (3,555317) | (1.02%)




Operating income for the financial year 2018 is as under:
(Rs in million)

ST Description Estimated Iﬁii?lt Excess/ (SEhXoCr(:fzSII/)
No. P Revenue . P (Shortfall) .
realized in %
1 | Toll Collection 20,684.150 19,298.420 (1,385.730) (6.70)
p | Weigh  Stations o0 000 540850 190.850 54.53
Income
3 | Police Fine 4,298.920 4,014.650 (284.270) (6.61)
4 | Right ofl 4 700.000 1,912.910 212.910 12.52
Way/Rental Income
g | Other 975.000] 2,078.310 1,103.310,  113.16
Miscellaneous
Total 28,008.070 27,845.140 (162.930) (0.58)

1. Audited financial statements for the year 2dB7 were not
produced by the Authority till the finalization of thieport.
Therefore, Audit is unable to comments on the accounts and
financial statements.

2. A sumof Rs 128,051.030million was actually released to NHA
for utilization on development projeatsder PSDP (Locablluring
the financial year 20118 after adjushent of Rs 71,079.304
million on account of repayment of Cash Development Loan.
PSDP Utilization report indicated thidHA actually utilized a sum
of Rs 124,268.602 million on development projects, leaving a
balance of Rs 3,782.428 million unspent as oft 30ne, 2018.
However, reconciliation statement of Assignment Accounts
indicated a balance of Rs 3,555.317 millioDifference of
Rs 227.111 million needs to be explainéDBP. 423)

3. Against the estimated receipts of Rs 28,008.070 million, the
Authority actualized net receipt of Rs 27,845.140 million showing
a shortfall of Rs 162.930 million (0.58%).

4. Against the estimated receipt of Toll Collection of Rs 20,684.150
million, the Authority was able to actualize net receipt of
Rs 19,298.420 million showgna shortfall of 1,385.730 million
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(6.70%) despite the fact that toll rates and quantum of traffic and
length of motorway/road network were increased during the year.

5. Against the estimated receipt of Police Fine of Rs 4,298.920

million, the Authority was able to actualize net receipt of

Rs 4,014.650 million showing a shortfall of Rs 284.270 million

(6.61%) of original estimate.
2.3  Brief comments on the status ofc omp | i ance t h

directives

Compliance position with PACOGSs
relating to NHA is as under:

Year Total E?tglalr\la% Compliance | Compliance Percgfntage
Paras . Made Awaited .
Discussed compliance
198788 10 10 8 2 80
198990 3 3 2 1 66.67
199091 9 9 8 1 88.89
199192 31 31 25 6 80.65
199293 88 88 83 5 94.32
199394 117 117 26 91 22.22
199495 38 38 34 4 89.47
199596 25 25 23 2 92
199697 45 45 42 03 93.33
199798 468 468 358 110 76.50
199899 177 177 154 23 87.01
199900 185 185 130 55 70.27
244 244 213 31 86.58

200001 2 PAR 2 PAR - 2 PAR 0
200102 70 70 43 27 61.43
200203 21 21 10 11 47.62
200304 50 50 36 14 72
200405 27 27 19 08 70.37
200506 30 30 24 06 80
200607 65 65 49 16 75.38
200708 36 36 11 25 30.56
200910 AR-71 71 40 31 56.34
200910 PAR-20 20 3 17 15
200809 SAR- 4 - 4 0

PACOs

di

rec:



Total No. . . Percentage
vear Total of Paras Compliance Comp[lance of
Paras . Made Awaited .
Discussed compliance
120
86 86 43 43 50
16 PAR 16 1 15 6.25
201011 24 PAR 24 11 13 45.83
36 PAR 36 18 18 50.00
201314 45 45 14 31 31.11
201415 60 16 7 9 11.67
201516 117 10 02 08 20.0
201617 205 25 19 06 24

Note: Audit Reports for 20112, 201213, and 20178 have not been
discussed by PAC till the finalization of this Audit Report. Whereas, Audit
Report for 199708, Special Audit Report 2008 (FY 200508) and
Audit Reports for 20145, 201516 and 20167 were partially discussed.
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2.4  AUDIT PARAS

Irregularity and Non -compliance

2.4.1 Award of additional work s without fresh tender - Rs 7,778.460
million

Rule 12 (2) ofPublic Procurement Rule2004 states that all
procurement opportunities over two million rupees should be advertised
on the Authorityoés websi tpancigly atwe | | as
least two national dailies, one in English and the othelrdu. Rule 42 (c)
(iv) of ibid rules provides that a procuring agency shall only engage in
direct contracting if the repeat orders do not exceed fifteen percent (15%)
of the original agreement.

Para 70 of NHA Code Volumk provides that if in case of a
variation order, the projeciost exceeds by more than 15% of the original
project cost, fresh approval for administrative, technical and financial
sanction for entire revised cost (original plus variation) shall be obtained
from the competent authority.

Audit observed that duringexecution of twentnine (29)
Development  projestPeriadic  Maintenance/RehabilitatidRbutine
Maintenance works, additional works were awarded to the contractors in
addition to their original works without tendering. In some cases the
original locations(where the work was to be executed) was changed
through variation orders. Audit is of the view that award of additional
works and change of locations through variation orders was violation of
rules. This resulted in irregular award of additional works R&78.460
million (Annexure-A).

Audit pointed out the issuén JanuarySeptember 2018. The

Authority replied thatthe works were executed as per site requirement
after approval of the competent authority.
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The reply was not accepted, because ghkancement of works
more than 15% beyond the original scope of waskas violation of PPRA
Rules andlirections of PAC.

The matter was discussed in the DAC meeting held ®n g"
November 2018 and 14 15" January 2019. The DAC directed that
future all changes of sites/locations with respect to utilization of saving
will require approval of theExecutive Board/competent forunNHA
Board will examinethe issueand submit itsfindings to Ministry/Audit.
Compliance of DAC directive was not madd the finalization of this
report.

Audit recommends compliance of DAC directive.

2.4.2 Non-obtaining of vouched account and payment for land
beyond the actual requirements Rs 2,638.172 million

As per Para 72 of Central Public Works Accounts Coderyev
payment for whatever purpose must be supported by a voucher setting
forth full and dear particulars of the paymecidim.

Paral2 Chaptei7 of NHA Code Voll provides that the funds
credited to the Land Acquisition Coll ec
treated as an advance. The LAC shall be responsible for rendering
complete accounts record and supporting documents on quarterly basis to
the accounts section concerned for settlement of advance.

Audit noted that the Authority made a payment of R32,672
million to the Assistant Commissioner/LACs on"September, 2017 for
land required for additional two lanes of road for the project
Al mprovement & Widening of additional tw
Thokar Niaz Baig to Hudyiara Drain Multan Ro@d5 ) o .

Audit observed that due to change in design, the work of two
additional lanes was reduced to one lane but excessive amount paid for
acquisition of land was naeceivedbackand adjustedvouched account
of the same wanot obained by theAuthority despite lapsef one year
andthe land was also not mutated in the name of Authority.
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Audit pointed out the irregularity in November 2018. The
Authority did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends adjustment ekcesspaymentsmade to the
LAC as per actual site requirement.
(DP. 437)

2.4.3 Award of works without detailed quantities - Rs 1,402.319
million

As per para 2.10 of NHA Code Volunie Administrative
Approval means theofmal acceptance by the competent authority of
proposal for incurring expenditure on a work connected with the
requirements of the Road Maintenance Account (RMA). It is, in effect, an
order to execute a specified work or to procure specified goods and
senices at a stated cost. Para 2.11 of the Code provides that Technical
Sanction means the order of the competent authority sanctioning a
properly detailed estimate of the cost of a work, good, or service related to
RMA. Technical sanction shall be construad a guarantee that the
proposal is structurally sound and that the estimates are accurately
calculated and based on adequate data.

Audit noted that the Authority awarded 177 Routine Maintenance
works of Rs 1,402.319 million during the year 2ali87as dtailed below:
(Rs in million)

DP Name of Formation Number of Amount

No. works

01 | General Manager Punjab (Sout 86 441.972
Multan

216 | General Manager Balochists 21 78.461
(West), Gwadar

414 | General Manager Balochists 70 881.886
(North), Quetta

Total 177 1,402.319
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Audit observed that engineer estimates of these works were
without calculation of quantities required at site of wokkso Contract
agreements/BOQs of all the works were without quastitwhich is
against the rules. This resulted in irregular award of works for
Rs 1,402.319 million.

Audit pointed out the irregularity during AugeSecember 2017.
The Authority replied that Chairman NHA has approved to procure the
Routine Maintenance contract thigh open competitive bidding and
obtaining lowest rates for execution of all items on as & when required
basis against funds provided. After award of contract, a detailed joint
survey of the site is carried out by officer & field staff and approved by
the authorized officer. This practice has been devised after the long
experiences of NHA to avoid any variation in Routine Maintenance
Contracts.

The reply was not accepted because calling of tenders and award
of works without site surveys and detailed a#&tion of required items
was irregular and in violation of rules referred above.

The matter was discussed in DAC meeting held 8nh- B"
November, 2018. The DAC directed thatoair member committee will
examine the procedure/policy and RM#&tandard Oerating Procedure
and submit its report with recommendations by' Alovember, 2018.
Compliance of DAC directive was not reported till finalization of this
report.

Audit recommends compliance of DAC directive.

2.4.4 Execution of capital/development work from Road
Maintenance Account- Rs 1,243.516 million

As per NHA Code Volumé, Original Capital Work are defined

as works, necessitated by administrative, as distinct from technical or
engineering reasonsgomprising new worksfonstructions, additions,
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works necessary to bring into use previously abandoned buildiags
falling in the category of original workstc.

Audit noted thatNHA awarded the projectiRawatRawalpindi
Widening ProjecPhasdlo t o M/ s A. K foCRsh@48.86 c at i on
million.

Audit observed that the work was awarded without preparing PC
and without administrative approval from the competent forunCieatral
Development Working PartyCOWP). Audit further observed that the
capital and development work wasvarded against Road Maintenance
Funds.

Audit pointed out the matter in July 2018. The Authority replied
that the said work for widening of existing bridges was charged to RMA
because it was not a new construction.

The reply was not acceptable becatise work was of Capital
nature involving cost of Rs 1,243.516 million and competent forum to
accord administrative approval was CDWP. NHA, however, awarded the
work with the approval of NHA Executive Board.

The matter was discussed in DAC meeting held 78n- 8"
November, 2018. The DAC pended the para for verification of record to
check whether it is a Capital / Development work or a maintenance work
within 15 days.Compliance of DAC directive was not made till the
finalization of this report.

Audit recommends compliance of DAC directive.
(DP. 116)

2.4.5 Unauthorized approval of Variation Orders - Rs 827.180
million

Para 70 of NHA Code Volumk provides that If in case of a
variation order, the project cost exceeds by more than 15% of the original
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project cost, fresh approval for administrative, technical and financial
sanction for entire revised cost (original plus variation) shall be obtained
from the competent authority.

Para 71of NHA Codeprovides that in a case where such excess
has the effecbf exceeding the maximum monetary limit of the original
sanctioning authority, the variation order shall be submitted for the
approval of the authority within whose power the project as amended falls.
No work shall be carried out and no expenditure shallngurred until
fresh approval from the concerned authority has been obtained for the
revised cost.

Audit noted that National Highway Authority during execution of
different works made payments to contractors against enhanced scope of
through variatiororders for Rs 827180 million, as detailed below:

(Rs in million)

Revised | Amount | Competent | Approval

DP Name of Contract | Contract of forum of Accorded

No | Project/Description | Amount | Cost after | variation approval by

Variation and %

311 | Qila-Saifullah 4,454.848| 5,115.879| 661.031 ECNEC Member
LoralarWaigum Rud (14.83%) West Zone
Section of NHA N
70, Lotl

119 | Construction of Roaq 63.626 157.834 94.208 NHA Chairman
Safety Training (148%) | Executive NHA
Institute NH&MP at Board
H-8/2 Islamabad

51 | PM-201415-SS 99.425 121.393 21.968 NHA Member
01(KM107-117) (22%) | Executive South

Board NHA
PM-201415-SS 281.46 331.433 49.973 NHA Member
02(KM171-202) (17.75%)| Executive South
Board NHA
Total 4,899.359 827.18

Audit observed that the approval of variation orders was accorded
by other than the competent forum as detailed in the table above. This
resulted in unauthorized approval of variation orders and payment of
Rs 827.180 million.

Audit pointed out the irregularity in July and September, 2018. The
Authority replied that the variation orders were initiated when the
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necessity of deviation from original drawings or BOQ due to site
requirement was essential.

The reply was not acceptebecause the variations were got
approved at Member and Chairman NHA level and approval from
competent forum i.eNHA Executive Board and ECNEC was not obtained
as required.

The matter was discussed in the DAC meeting held 8 g
November, 2018The DAC directed NHA to bring the matter before NHA
Executive Board for rectification/amendme@ompliance to the DAC
directive was not reported till the finalization of this report.

Audit recommendsomplianceof DAC directive.

2.4.6 Defective estiméion causd enhancement of earthworls -
Rs 547.448 million

Para 56 of Chapte2 of NHA Code Voll provides that Technical
Sanction is a guarantee that the proposal is structurally sound and that the
estimates are accurately calculated and based onadetpta. It shall be
issued on the basis of detailed estimates for the project as a whole, after
administrative approval is accorded.

Audit noted that National Highway Authority awarded a contract
for Up-gradation, Widening & Improvement of Zhdbughal Kot (Lot-2)
Killi Khuda-e-Nazar to Mughalkot (N60) to M/s Magbool- Zarghoon
(JV) at an agreement cost of Rs 4,043 million ofi Ja&huary, 2016 with
date of completion on August, 2018.

Audit observed that during execution of contract, quantities of
favourable items like excavation of unsuitable and formation of
embankment from borrow wemecreased. The amount of eamtbrks was
increased from Rs 868.698 million to Rs 1,416.146 million. Defective
estimation caused entmieement of earthiorks for Rs 54748 million.
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Audit pointed out the irregularity in September 2018. The
Authority did not reply.

The matter was discussed in DAC meeting held oR-28'
December, 2018. DAC directed NHA to hold an inquiry for faulty/
defective estimationComplianceof DAC directive was not made till the
finalization of this report.

Audit recommendsompliance of DACirective.
(DP. 252)

2.4.7 Mis-management in procurement of works Rs 390.945 million

Para 56 of Chapt&? of NHA Code Volumel provides that
tecmical sanction means the order of the competent authority sanctioning
a properly detailed estimate of the cost of a work of construction or repair
proposed to be carried out by the Authority. Technical Sanction is a
guarantee that the proposal is strudtyrsound and that the estimates are
accurately calculated and based on adequate data. It shall be issued on the
basis of detailed estimates for the project as a whole, after administrative
approval is accorded.

NHA Executive Board in its 264meetingheld on 18 May 2016
approved the estimates of rehabilitation & widening works including PM
201516-SN-03, 07 and 08.

Audit noted that General Manager, Sindh North, NHA, Sukkur
floated tenders for periodic maintenance works of Sindh North Region on
26" August, 2016. The contracPM-201516-SN-03, 07 and 08 were
awarded to M/s HRK & Co and M/s Karamullah Construction Company
respectively at 28.43%, 31.50% and 31.40% below the engineering
estimates on #8April, 2017 for Rs 141.804 million, Rs 144.5#llion
and Rs 104.569 million respectively.
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Audit observed that after issuance of acceptance letter the scope
and design of works were changed. The contractors regretted to execute
the changed scope of work at quoted rates.

This resulted in noexecuton of 03 periodic maintenance works
for Rs 390.945 million Audit is of the view that neexecution of three
works may result in higher cost due to price hikerther,the road users
were deprived from the benefit of safe road usages and avoidance of
accidents.

Audit pointed at the irregularity in Decembef018. The
Authority replied that the contracts meedesigned and procured at NHA
HQrs which were reviewed beforexecution by supervisory consultants.
The contractors did not agree to execute the saieB@Q items with the
same bid rates of below 31.50 %, 31.40% and 28.4@&8pectively as
proposed by NHAHQrs. Resultantly, the contracts were recommended for
annulmet and retendering.

The reply wasnot accepted because the desamd technical
sanction estimates were faulty. The Authority lost the opportunity to get
the works executed at rebated bids up to 31% below the engineering
estimates.

DAC meeting wasiot convened despite repeated efforts by Audit.

Audit recommends for fixing of responsibility and recovery of loss
from the responsible under intimation to Audit
(DP. 492)

2.4.8 Expenditure without prior approval of variation order -
Rs 306.044 million

As per Para 2.61, Chaptdrof NHA Financial Manual, in respect
of any work which has been administratively approved, no officer will
take any action to incur expenditure in excess of the approved amount
beyond permissible limits whether such excesslus to error in the
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approved estimates, alteration of the approved design or other causes
without obtaining prior sanction from competent financial authority.

Audit noted thatt e wor k A Con s t-RatodaroiRoad o f
Project (M8), SectionlV (PackagelV)o was awarded to M/s SMADB
Pvt Ltd for Rs 524.857 million and last variation order was approved of
Rs 2,909.560 million.

Audit observed that against the approved cost of Rs 2,902.560
million, work done of Rs 3,208.604 million was measured and. géiis
resulted in unauthorized expenditure of Rs 306.044 million.

Audit pointed out the unauthorized expenditure in October 2018.
The Authority replied that rationalized V®as per actual site requirement
was submitted to NHA Board. Payment of waldne was allowed
provisionally for timely completion of project.

The reply was not accepted because NHEB in its"26éeting
dated 18 May, 2016 allowed provisional payment due to pending-4/0
Audit did not object the V& and objection was raised fidre excess
payment over VGb.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendgsecovery of Rs 306.044 milliomlong with
disciplinary action against the persons at fault.
(DP. 381)

2.4.9 Award of consultancy contract at higher rates - Rs 241.856
million

Para 2.2 ofGuidelines of Asian Development Bank provides that
Quality and Cost Based Selection (QCBS) method is used when the
borrower and the consultant can estimate with reasonable precision the
personnel time as well as the other inputs required of the consultant
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Para 2.27 provides that Least Cost Selection is only appropriate for
selecting consultants for simple projects, where-@sfablished practices
and standards exist. The RFP define the minimum qualifying marks 750
out of 1000. Technical proposal whle opened first and evaluated then
financial proposals will be opened in public, the firm will be the lowest
price shall be selected and invited to finalize the contract.

Audit noted that expression of interest for construction supervision
of consultant§ or A Post Flood NHRP projecto was
on quality cost basis. Six firms were shortlisted. The financial proposal
was announced of these six technically qualified (JVs) wherein M/s
Resource Development Consultant stood 1st lowest at ¢edlaanount
of Rs 545.332 million.

Audit observed that the contract was awarded to M/s SMEC
International for Rs 787.189 million. This resulted in award of consultancy
contract at higher cost of Rs 241.857 million.

Audit pointed out the irregularity iAugust, 2018. The Authority
replied that selection of consultants was made on Quality Cost Basis as per
ADB Guidelines.

The reply was not accepted because the nature of work involved
for consultancy was a routine nature work and Least Cost Selection
tencering was required as per ADB Guidelines referred above. Moreover,
during execution of work M/s SMEC International did not deploy key
foreign and national experts (on which basis they were awarded the
contract).

The matter was discussed in DAC meetinddhen 12"-13"
December, 2018. DAC directed for verification of relevant record from
Audit. Compliance of DAC directive was not made till the finalization of
this report.

Audit recommends compliance of DAC directive.
(DP. 157 158)
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2.4.10 Award of works to the 29lowest- Rs 179.740 million

As per rule38 of Public ProcuremerfRules2 004 At he bi dder
the lowest evaluated bid, if not in conflict with any other law, rules,
regulations or policy of the Federal Government, shall be awarded the
procurenent contract, within the original or extended period of bid
val i dityo, -3adall didsahall bp evaluateduin aecordance with
the evaluation criteria and other terms and conditions set forth in the
prescribed bidding documents. Same as provideth subclause (iv) of
clause (c) of rule 36 no evaluation criteria shall be used for evaluation of
bids that had not been specified in the bidding documents.

Audit noted that the Authority awarded 9 works involving
Rs1,433.48 million to various contractors during the year 2a18.

Audit observed that the works were awarded"tbl@vest bidders
instead of I lowest. This resulted in loss of Rs 179.740 milli@s
detailed below:

(Rs in million)

DP. Name of work 1stlowest | Agreement | Excess
No bidder cost Amount
Reh. of National Highway:
BehrainKalam Section N
150 95 Packagé (o1 & I) 1,173.236| 1,322.184 148.95
11.365 Kmand 8.575 km
297 BSHS201415PN-WZD 16.297 21.029 4,73
207 | poNSVPOIHSPNLAR - 98545 | 37.436 8.89
340 | RM-KP-16-1025(k) 6.733 10.581 3.85
340 | RM-KP-16-1026(k) 3.954 7.206 3.25
340 | RM-KP-16-1027(k) 6.141 11.193 5.05
340 | RM-KP-16-1093(S) 6.976 8.297 1.32
340 | RM-KP-16-1099(S) 5.607 7.227 1.62
340 | RM-KP-16-1094(S) 6.251 8.334 2.08
1,253.74 1,433.49 179.74

Audit pointed out the loss in AuguSeptember, 2018. The
Authority replied in one case that the work was awarded on Least Cost
Basis to the P lowest bidder. In other cases the contractors failed to
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provide performance guarantee within given time period @mracts
were rescinded after forfeiture of security deposit and woekeawarded
to 2" lowest bidders.

The reply was not accepted e the work were illegally
awarded to the"? lowest bidders. Works were required tored¢endered
to achieve the competitive rates through open competitive bidding.

The matter was discussed in DAC meeting held oR-13
December, 2018. DAC directed that verification of technical and financial
bids and financial capacity of the contractor may be made from Audit in
15 days.It was furtherdirected thalNHA will recover the security from
the contractor. The contractor wikktbarred for five years for participation
in NHA contract. NHA will present to Audit the enabling rules regarding
award to the second lowest bidders ferification. Compliance of DAC
directive was not made till the finalization of this report.

Audit reommends compliance of DAC directive.

2.4.11 Procurement of vehicles without provision in PCI - Rs 16.00
million

As per Para 8%vi) of Chapter 3 of NHA Code Volumk 2005, no
project vehicle shall be purchased unless a provision thereof exists in the
PG of that project.

PCI of the project AConstruction of Y
Projecto was approved by ECNEC for Rs 13
provision for procurement of vehicles in the approved BCthe project.

Audit noted that National lghway Authority awarded a contract
AConstr uct i-Yakmaoh fRoaK RrajectaSectibn(Kharan to
Shahi Ghari 50 K-RNISOJV bnol¥ NobiesbeS ROASD B
for Rs 2,859.682 million.

23



Audit observed that three vehicles amounting to Rs 16.00 millio
were procured by the Authority through the contactor without provision in
PCI.

Audit pointed out the irregularity in January 2018. The Authority
clarified that the prourement was carried out at NHAQrs where the
vehicles were included, keeping th&most requirement and considering
the remotest and insecure area of the country. So without the vehicles the
project operations and supervision were not possible.

The reply was not accepted because there was no provision for
purchase of vehicles in th&C-| of the project.

The matter was discussed in DAC meeting held &h8"7
November, 2018. DAC directed Chairman NHA (M&l) to conduct an
inquiry in the matter and fix responsibility of purchase of vehicles without
provision in the P@. Compliance oDAC directive was not made till the
finalization of this report.

Audit recommends compliance of DAC directive.
(DP. 40)

2.4.12 Payments against antedated andampered measurements-
Rs 6.927 million

Para 209 of CPWACode provides that all paymentsr fawork or
supplies are based on the quantities recorded in the MB. It is incumbent
upon the person taking the measurements to record the quantities clearly
and accurately as per actual dates of execution. No entry in the
measurement book may be erasedoisrin words and figures should be
corrected by crossing out incorrect words and figures and inserting the
corrections under dated initials of responsible officer.

Audit noted that Deputy Director (Maintenance) NHA, Balakot
allowed payment of work donenahe basis of antedated record entries,
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which were changediinpered but not authenticated and countersigned by
the Deputy Director/Director, Maintenance (Northern Areas).

Audit observed that work done entries were mostly recorded by a
Lab TechnicianThese record entries were found antedated angdred.
RDs and dates all were changed which were initialed by Lab Technician
and not attested/authenticated by the Deputy Director/ Director.

This resulted ito payment of uncertified work done on the baxi
antedated measurements in violation of rulBs 6.927 million.

Audit pointed out the irregularity in August 2018. The matter was
discussed in DAC meeting held on'287" December, 2018. The DAC
advised Chairman NHA to suspend the concerned Deputy Director
immediately under intimation to Audit for such gross negligence. He may
be debarred from field postings for one year and made to undergo basic
engineering course for glityg and measurement. Inquiry may be got
conducted by competent authority under NHA rules. Findings may be
shared with DAC for further consideraticompliance of DAC directive
was not made till the finalization of this report.

Audit recommends compliae of DAC directive.
(DP. 243)

Internal Control Weaknesses
2.413 Nonprovision of details ofexemptions- Rs 19,047.00 million
As per contract agreement f-or the proj
Mul t an Mot or waggidst castom rdutiesj leviesdaother
relevant taxes on equipment awednstruction materialamounting to
Rs 19,047.00 million was provided to the contractor.
Audit noted that the Authority awarded the project Multan
Sukkur section Lahor&arachi Motorway to M/s China State

Constrution Engineering Corporatiofor Rs 294.352 billion.
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Audit observed thaR,835 numbers machinery and equipment
of different make and made weiraported besides different materials
for execution of the project, buhe details of cost of custom duties,
levies and otherelevant taxes on equipment acwhstruction materials
imported was not availabl@he bills of lading submitted in support of
imports by the contractoridl not contain the informatiodétails of
amoun of exemptedduties, levies and other relevant taxes. This
resulted in nofprovision of details of exempted duties and taxes
amounting to Rs 19,047.00 million.

Audit pointed out the matter in August 2018. The Authority
replied thatthe information abouexempted amount will be provided
after obtaining from concerned quarter.

The matter was discussed in DAC meeting held oR-13
December, 2018. The DAC directed that the exemption given to the
contractor shall not exceed the approved limit. NHA and MoC will get the
latest details of the exemptions already availed by the contractor from the
FBR and share the same with Audit by"1nuary, 2019. Compliance of
DAC directives was not made till the finalization of this Report.

Audit recommends compliance DAC directive.
(DP. 133)

2.4.14 Loss due to non-adjustment of reduction in scope of works-
Rs18,977.53Imill ion

Clauseb.1 SectiorVIIl Particular Conditions, Valll of Contract
Agreement for EPC contracts as detailed below, provide that any saving
incurred/ resulted shall be credited to
contractor as well as Employer both hase thption of invoking clause
13.2/13.3 of Conditions of Contract to carry out the value engineering
exercise at any time if it can reduce costs to the Employer of executing,
maintaining or operating the works.

26



Audit observed that in EPC Projects as dethilbelow, the
structures provi ded i n t he contract as
reduced during execution of work. But the cost of these reduced structures
which wasbuilt-in underthe contract cost was not recovered/adjusted
from the total contract amounthis resulted in nonecovery/adjustment
of Rs18,977.531million, as detailed below:

Cost of
e Name of EPC Project structures not
No. executed

(Rs in million)

61 Karachi Lahore Motorway (KLM) Lahore Abdl 7,318.699
Hakeem Section

141 | Construction of Peshawar Karachi Motorway 4,951.237
Sectionll Sukkur- Multan Section 392 km

268 | Construction of KKHPhasdl, HavelianThakot 6707.595
Section CPEC (Length 118.057 Km)
Total 18,977.531

Audit pointed out the matter in AuguSeptember 2018. The
Authority replied the Contractor is entitled to receive the entire amount
denominated against a specific item of work upon its completion based on
detailed design prepared by the Contractor andoapd by AER/ NHA.

This is irrespective of the fact, whether the quantities so executed are more
or less than the BOQ quantities.

The reply was not accepted because the contractor included cost of
structures in his bid cost which were not actually rempLimt site of work.
The contractor saved cost of these unexecuted structures but was not
credited to NHA/government.

The matter was discussed in DAC meetings held in November,
December 2018 and January 2019. DAC directed that final design and

guantitiesmay be finalized and outcome may be reported back to DAC.

Audit recommends that the cost of reduced scope of work may be
recoveredrom the contraar under intimation to Audit.
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2.4.15 Nonrecovery of unexecuted items of work- Rs 14,884.047
million

Asper Item 201.3.1 of N Chapter Gener al S
Subbase and Basgyvhen the required thickness is fifte@®) cm or less,
the aggregate baseay be spread and compacted as one layerad but
in no case shall a layer be less than seven aedchalf (7.5) centimeters
thick. Where the required thickness is more than 15 cm, the aggbegate
shall be spread and compacted in 2 or more layers of approximately equal
thickness, but in any case the maximum compacted thickness of one layer
shall not exceed 15 cm. All subsequent layers shall be spread and
compacted in a similar manner.

As per section 4 (ii) schedule of prices and payment for facilities
for Employerdéds Representative and his st
the project, Constructiorof SukkurMultan Motorway, the basis of
payment will be actual quantities of work as per schedule of prices and
payment s, as measured and verified by th
valued at the rates and prices tendered in the priced schedule efgmite
payment where applicable and otherwise at such rates and prices as the

empl oyerd6s representative may fix within

Audit noted that during the bidding process for Mul&ukkur
section of KarachLahore Motorway, M/s ChinaState Construction
Engineering Corporation emerged as lowest evaluated responsive bidder
with their bid price of Rs 406,332.270 million. As per record negotiation
meetings were held with the lowest bidder. During negotiations NHA and
the Contractor agreetb reduce the bid amount from Rs 4@2270
million to Rs 294,352 million. While reduction amount of
Rs 111,980million some minimum requirements of execution of work
were agreed between NHA and the contractor. The project was awarded at
rationalizedreduced amount of Rs 294,35allion.

Audit observed that minimum requirements of scope of work as
provided in the contract agreement as a result of rationalized bid was

deviated by the contractor during execution of wit&.recovery/contract
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cost adjustrant was made for such deviations involving Rs 14,884.047
million (Annexure-B).

Audit pointed out the matter in August 2018. The Authority replied
that thecontractor complied with the intent of the EPC Contract spirit, any
revision in Contract value orhis account will be against the Contract
Conditions.

The reply was not accepted because the contractor did not execute
the work as per contract agreement. The contractor saved cost due to non
execution of agreed scope of work which requires credit to NHA
Government instead to the contractor.

The matter was discussed in the DAC meeting held dh18?2
December 2018. ThHBAC directed that NHA will justify all observations
of Audit and come to the DAC by ¥5February, 2019Compliance of
DAC directivewas not made till the finalization of this report.

Audit recommends recovery/adjustment of the amount involved
under intimation to Audit.

2.4.16 Non-imposition of liquidated damages- Rs 10,204.262 million

Clause 47.1 of CoC Palfl states thatjf the contractor fails to
comply withthe Time for Completin, then thecontractor shall pay to the
Employer1% of contract price for each day of delay in completion of the
works subject to a maximum of 10% of contract price

Audit noted that the NationaHighway Authority awarded 32
Packages of various projects to different contractors. The works were
awarded to the contractors with specific dates of completion. The works
were required to be completed within given time schedules.

Audit observed that theontractors failed to execute the works as
per approved works schedules. The contractors rendered themselves liable

to pay Liquidated Damages worth Rs 10,204.262 millfamexure-C).
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Audit pointed out the matter in November 2018. The Authority
repliedregular letters were being issued to the contractors at various levels
to expedite the persistent slow progress.

The reply was not accepted because the contractors failed to
achieve required timelines. It was the responsibility of the management to
impaose liquidated damages as per clauses of the agreement.

The matter was discussed in DAC meeting held oR-13
December, 2018. The DAC constituted a committee headed by CFAO for
ascertaining reasons of delay and fixing responsibility By Rgbruary,
2019.Compliance of DACdirective was not made till the finalization of
this report.

Audit recommendsompliance of DAQirective.

2.4.17 Non-implementation of the Annual Maintenance Planand
clearance ofprevious yearliabilities - Rs 6,860.977 millio

Para 5.9.3 of Chaptér of SOP, RMA NHA Code (Vall)
provides that maintenance works shall commence frdruly of every
calendar year and be completed during the financial year (that is'by 30
June of the next calendar year). Annul Maintenance felaconservation
of the National Highway network is an essential requirement under the
RMA Rules and SOP. This year, the Annual Maintenance Plan is prepared
by using the program analysis of HBMfor computing the Routine,
Periodic works and Rehabilitaticcchemes.

Para 6.3 Chapter 6 of Financial Management NHA Code-[(yol
provides that NHA head office shall disburse funds from the contract RM

Account i n t he form of O0rel easeso

Opayment s6 direct | yractt As pér precedpra fort y

releases and payments the disbursement to the Regional Headquarters

shall be on quarterly basis from the allocated budget approved for annual
RMA programme.
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Audit noted that approved Annul Maintenance Plan for the year
201718 was prepared by RAMBection NHA Headquarters, Islamabad.
Accordingly funds were allocated to all the regional offices for execution
of works and implementation of Annual Maintenance Plan.

Audit observed that the regional offices under the sugien of
General Managersiled to implement the Annual Maintenance Plan in its
true letter and spirit. Most of the allocated funds were paid to clear the
l'iabilities of previous years and the
executed. This resulted in namplementation of Annual Maintenance
Plan for Rs 6,860.977 million, as detailed below:

(Rs in million)

DP No Location/Formation Amount
91 GM Balochistan South Khuzdar 461.04
215 | GM Balochistan West Gwadar 261.78
244 | GM Northern Areas Abbottabad 880.21
409 | GM Punjab North Lahore 2,418.527
487 | GM Sindh North Sukkur 2,839.420
121 | Road Asset Management Directorate -

Total 6,860.977

The matter was discussed in DAC meeting held dh8'7
November, 2018 and ¥6December 2018 wherein DAC directed that
NHA wi || make its AMP more efficient.
liabilities can only be done with express approval of the Executive Board
NHA to clear backlog. The NHA Executive Board must ensure that this

practiceis stopped Compliance of DACdirectives was not made till the
finalization of this report.

Audit recommendsompliance oDAC directive.
2.4.18 Excess expenditure due toaulty design- Rs 3,232.074 million
Para- 64 (Chapterll) NHA Code Vol provides that in case the

design technically fails or a change in quantities entails a change in the
cost by more than 15% of the original technical sanction under normal
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circumstances (scope of work or alignment remaining the same), inquiry
shall be initiatedor fixing responsibility.

Audit noted that National Highway Authority awarded a contract
for Up-gradation, Widening & Improvement of Zhdughal Kot (Lot2)
Killi Khuda-e-Nazar to Mughalkot B0 to M/s Magboekzarghoon JV on
14th January, 2016 for Rs043.635 million. The design of the entire
project was prepared by Asif Ali Associate excluding C Cut area (which
was prepared by M/s Zeeruk International). The Engineer estimate/BOQ
was prepared on the basis of said design and technically sanctioned by th
competent authority.

Audit observed that during execution of work the BOQ quantities
were found deficient and variation order was initiated for inclusion of
enhanced quantities of earth work and insertion of-BOQ items.
During execution, design wahianged and rigid pavement was converted
into flexible pavement and reinforce earth retaining structure was
converted in to RCC retaining walls. Formation width (width of shoulders
on each side of road) of the road was not designed keeping in view high
mountainous terrain which also necessitated caused heavy cutting activity
involving higher cost. The contract cost has been revised/enhanced from
Rs 4,043.634 million to Rs 7,275.708 million. This resulted in extra
financial burden of Rs 3,232.074 million (R%275.708 million -

Rs 4,043.634 million).

Audit pointed out the irregularity in September 2018. The matter
was discussed in DAC meeting held or"26"" December, 2018. DAC

deferred the para till finalization of design.

No progress towarddinalization of design was reported till
finalization of this Report.

Audit recommends compliance of DAC directive.
(DP. 253)
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2.4.19 Non-obtaining of performance security- Rs 2,062.89 million

Clause 10.1 of conditions of contract states that the contractor for
construction of Burhan Hakla to D.l. Khan Motorway, (Tarap to Kot
Bailian 52.5 KM Section) shall provide performance security to the
employer in the prescribed form. The said securityl $lefurnished or
caused to be furnished by the contractor within 28 days after the receipt of
the Letter of Acceptance. The performance security shall be of an amount
equal to 10 percent of the contract price stated in the Letter of Acceptance.

Audit noted that National Highway Authority awarded a contract
for construction of Burhan Hakla to D.l. Khan Motorway, (Tarap to Kot
Bailian 52.5 KM Section) Packag# to M/s FWO at a cost of
Rs 20,628.942 million on #8October, 2016 with date of completi@i™"
October 2018.

Audit observed that the contractor did not furnish the Performance
Security @ 10% of contract price of Rs 2,062.89 million to the Employer
whereas the cost of Performance Security was also included in the bid
cost.

Audit pointed otithe irregularity in January, 2018he mattemwas
discussed in DAC meeting held aff-8" November, 2018. The DAC
directed NHA to take up the matter with Ministry of Defence for their
input in the matterCompliance ofDAC directivewas not made till
finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 80)

2.4.20 Overpayment due to price deescalation and incorrect price
escalation- Rs 1,716.685 million

As per clause 70.1 of the edntract agr

to or deducted from the contract price such sums in respect of rise or fall
in the cost of labour and/or materials or any other matters affecting the
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cost of execution of the work as may be determined in accordance with
Partll of the conditions.

Audit noted that the National Highway Authority executed various
road infrastructure projects during the year 2Q87and made payments to
the contractors against their running bills.

Audit observed that prices of specified teréal provided in the
AppendixC to the contracts were decreased from those prevailing 28 days
prior to bid submission date but the management of the project remained
unable to make adjustment in the prices of specified material. Audit
further observed that the Authority paid incorreates for calculation of
price escalation and also revised/enhanced the f@ctescalation in
certain cases. This resulted in overpayment due teremmvery of de
escalation and incorrect price escalation amountingR$o 1,716.685
million (Annexure-D).

Audit pointed out the overpayment in Janublgvember 2018.
The Authority admitted the nededuction of deescalation and promised
to recover during next bills of the contractors.

The matter was discussed in DAC meeting held dh8'7
November, 2018 and 415" January 2019. NHA admitted recovery of
de-escalation. DAC directed NHA to effect recovery within 30 days and
get the record verified from Audi€Compliance of DAC directive was not
made till the finalization of this report.

Audit recommends compliance of DAC directive.

2.4.21 Irregular  expenditure on Emergency Maintenance i
Rs 1,337.830 million

As per para 69 Chapter 02 NHA Code Volumé in case of an
emergency or upon the orders of a superior authority, a work les be
commenced and liability has been incurred in connection with any work in
violation of this fundamental rule, the concerned officer shall inform the
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concerned director (Accounts) in writing that he is incurring an
unauthorized liability stating the appimate amount of the liability he is
likely to incur.

As per para 58 the Member (Operations)/(Construction) may
approve the emergency work after consulting Member (Finance) about the
budget position. Para 59 provides that any emergency work valuing over
Rs 2.0 million shall be dealt with prior approval of Member
(Operations)/(Construction) within the allocated budget in the approved
maintenance plan (approved by Executive Board). However, in all such
cases the Chairman NHA shall be informed in writing.

Audit noted that an expenditure of Rs 1,337.830 million was
incurred by Regional General Managers during the financial year2®17
on Emergency Maintenance. Out of total expenditure Rs 915.185 million
was for the previous financial years and Rs 422.64fiom for the
financial year 201-18.

Audit observed that the expenditure was incurred without approval
of Member (Operations)/(Construction) as emergency work after
consulting Member (Finance) about the budget position. While demanding
funds from NHA Headquarters details of emergency worksrewnot
provided by respective Regional General Managers. Therefore, the
condition of special allocation of budget for Emergency Works was not
met. Emergency works were not brought into the information of the
Chairman NHA as required. This resulted in unauthorized/irregular
expenditure by Regional General Managerai#ts) Rs 1,337.830 million.

Audit pointed out the irregularity in July 2018. The Authority
replied that the matter pertains to all regional officeeAfeceiving of all
documents, we would be able to provide suitable reply comprehensively.

The matter was discussed in DAC meeting held &h8"7
November, 2018. NHA informed the Committee that action has already
been taken against the responsible. T%C directed NHA to share
disciplinary actions taken against the responsible of incurring irregular
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expenditure with Ministry and Audit. Compliance DAC directive was
not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 122)

2.4.22 Excess payment due to excess quantitieRs 1,296.212 million

As per Government of Pakistan Planning and Development
Division letter No.20 (1)DA/PC/7&0l.XIV dated 229J u n e , 1980 nlf
total estimated cost as sanctioned increases by a margin of 15% or more or
if any significant variation in the nature of scope of the project has been
made, irrespective of whether or not it involves an increased outlay, the
approval othe ECNEC/Competent authority shall be obtained in the same
manner as in the case of the original

Audit noted that the Authority awarded following projects to the
contactors during the year 2041B:

NSo Name of Project Package Contractor
1 | Construction of Packagdl (from Kala| M/s Khalid Rauf
Lahore Easter Khatai Road to Lahorg & Co
Bypass) SialkotMotorway
including Kala Khata
Interchange
2 | Construction of Packagd from Lahore| M/s ZKB-
Lahore Easter) Ring Road to KalaKhatai| Reliable JV
Bypass Road including Bridge ove
River Ravi and Lakhudhg
Interchange

Audit observed that due to changes in design and incorrect
estimation, an amount of Rs 1,296.212 million was paid for the excessive
guantities. This resulted in aaothorized execution of work of
Rs 1,296.212 million.
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Audit pointed out the irregularity in November 2018. The
Authority replied that as per AppeneliX to Bid, the quantities given in
the BOQ were estimated and provisional while the payment was made as
per actual work done.

The reply was not acceptable because due to major changes in
design, the quantities of work for various items were extdinarily
increased up to 184% and 4400% which indicates poor planning and mis
management.

DAC meeting wasiot convened despite repeated efforts by Audit.

Audit recommends action against persons responsible for ill
planning resulting in major changes/deviations.
(DP. 473, 474)

2.4.23 Unjustified hiring of consultants for EPC Contract -
Rs 1,081.359 million ad US$ 3.319 million

As perPara 6 of Chaptet of NHA CodeVolumel, al possible
efforts shall be made by the Authority to impart necessary training to its
own engineers/officers in the relevant fields whose expertise could be
utilized in future andhe engagement of consultants could be avoided as
far as possible.

Audit noted that the Authority awarded contracts for construction
of LahoreAbdul Hakeem Section of PKM and Construction of Thakot
Havelian project to the contractors on Engineering, lfesoent and
Construction (EPC) basis. Audit further noted that in the agreement of the
contractor there was a provision of Design Consultant as well as a Quality
Control Team which have to be hired by the contractor.

Audit observed that in presence diuilt-in provision of
consultancy in the EPC contracts, the Authority hired the services of

Assi stant to Employerdéds Representative
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of Rs 1,081.359 million and US$ 3.319 million. No independent test
checking was being perimed by the AER however, test performed by the
guality assurance team of the contractor were submitted to the AER. This
resulted in unjustified hiring of consultants as Assistant to Employer.

Audit pointed out the issue in December, 2017. The Authority
replied that it was necessary to hire services of consultant to assist the
Empl oyerds Representative in all/l design
and monitoring of progress of work. The AER has employed best
available staff to ensure that 15% mandatdrgok has been done after
strictly adhering NHAG6s contract and spe
case of vetting of design that to review all the components of facilities,
huge team was required, which was not available with NHA. Therefore,
the provision vas made in the agreement.

The reply was not tenable because as per construction requirement
100% test checking was required to be witnessed by the AER but in
consultancy contract witnessing and checking was restricted to 15%.
Hence, the staff deployed fd00% quality assurance was beyond the
genuine requirement. Moreover, vetting of design could be managed by
the central design wing of NHA which was not done and spent huge
amount by outsourcing against the canons of financial propriety.

The matter wasdiscussed in DAC meeting held or"-g"
November, 2018. DAC directed NHA to provide justification of hiring of
consultants on EPC contract along with their responsibilities to Audit for
verification within 15 daysCompliance of DACdirective was not made
till the finalization of this report.

Audit recommends compliance of DAC directive.
(DP. 65, 66, 270)
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2.4.24 Non-recovery due to less execution of items of works
Rs1,952.206million

(A) AsperPardk of Empl oyer 6s JHleogcantracte ment s Vol
agreement forfi Gnstruction of Peshawdfarachi Motorway, Lahore

Abdul Hakeem Section M0, the client shall make available an outline

design which shows the alignment, general profile, loocatof the

structures, interchanges and rest areas efdimsmum Requiremerit

As per Note 4.5.2 of Contract Documents Volub® the
Empl oyer 6s Requirement regarding Paveme
Carriageway was provided for Aggregate Base Course thattthickness
of 38 c.m. and the required thickness of Asphaltic Base Course was 17
c.m.

Audit noted that National Highway Authority awarded EPC
contract for construction of Peshawar Karachi Motorway, LalAddul
Hakeem Section M (230 KM) to M/s CR20Q ZKB (JV) at a cost of
Rs 148.654 billion in February, 2016 with date of completion ofi 18
August,2018.

Audit observed that during execution of work the required
thickness of aggregate base course was reduced from 38 ¢c.m to 34 c.m and
the thicknes®f asphaltic base course was reduced from 17 c.m to 16 c.m
by the contractor. Recovery on account refduced thicknesswvas
however, not made from the contractor. This resulted irracoveryof
Rs 1,938.175 millioron account ofeducedthickness oftems of works
as detailed below:

DP Description of Item | Required | Actual Amount
No. thickness| executed involved
of item | thickness | (Rs in million
275 | Aggregate base cours 38 c.m. 34 c.m. 932.163
276 | Asphaltic base coursg 17 c.m. 16 c.m. 1,006.012
Total 1,938.175
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Audit pointed out the noenecovery in September 2018. The
Authority replied that the reduced thicknesas provided iraccordance
with the value engineering and keeping in vidgae strength and safety of
roadvay section. Savingon this account has beecredited to the
Employer.

The reply was not accepted because contract amount was not
reduced accordingly. Record in support of reply was alspnowvided

The matter was discussed in the DAC meeting held43 January
2019. The Authority informed that recovery welected. The DAC
directed to get the relevant record verified by"2%anuary 2019.
Compliance of DAC directive was not made till the finalization of this
report.

Audit recommendsompliance 6DAC directive.

(B) Inspection Team accompanied by representatives of the employer,
consultant and contractor conducted inspection frdinA@ril to 11

April, 2016 of ICBIV, the team headed by GM Inspection issue
recommendations vide its letter dated 2gril, 2016.

As per inspection report, IGB & ICB-l V of Project nKal a
QuettaChana n ( b al a theveorksmene kijially awarded to M/s
HCL with date of commencement or" 6ebruary, 2006 which was
subsequently rassigned to M/s MAB/REX JV on $Danuary , 2009 but
was released from performance orf"2luly, 2013, due to the security
situation. The contractor achieved progress up to 53.10% vs 83.20% and
56.21% vs 87.56% spectively only.

As per observation raised by Inspection Team, material testing of
ICB-Il, clause 5.14 thirty six (36) cores were taken at an interval of 1.0
Km. According toinspection,less thickness.e. 12.4 cm and 12.5c.m
respectively comes againslesign of 13.00c.m at Km 61+100 and
106+000.Inspection Teanfurther pointed out that in ICBV, 54 coresat
2Km interval were taken fromsphaltic Concrete Base Cours&(QBC)
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andAsphaltic Concrete Wearing Cours®gQWC), out of which combined
thicknessof cores at 7 locations have been found of less thickness.
Additional cores than taken around seven cores of less thickness and
average thickness of one core has been found 12.5cm against 13.00 cm
required in ICBIV.

Audit noted that in ICBV, 54 Nos. material samples for cores
were taken at an interval of 2 Km and 7 Nos cores comes to less combined
thickness of ACBC and ACWC and a further cores taken around 7 Nos
less thickness and average thickness of which come tocl®.and in
ICB-II the thicknesof the combinedsphalticitems comes 12.4£.m and
12.5c.mfor 2000 meter length as test taken at the interval of 1.0 km.

Audit observed that combined thicknessseiven (7)cores have
less thickness ofACBC and ACWC i.e. average 12.5 cm against
desigrispecification of 13.m, one coretaken at an interval of 2.0 Knn
this way less thickness of ACBC aAdCWC of 12.5 cm was executed in
14 Km length of roadHence execution of less thickness 7.5 cm instead of
8.0 cm of ACBC was required to be recovered for Rs 14.031 million.

Audit pointed out nosfrecovery in January 2018. The Authority
replied that02 No cores were found to be of lesser thickness against
design tickness. However, the spot was reinvestigated and deficiency was
found to be localized.

The reply was not accepted becatiseresults of spots cores were
taken on one side at KM 61+075 and 61+125 out of which one core was
also found having less thickreeagain i.e. 12.8cm against 13cm whereas
tests at KM 106+100 was not carried out inrrgpection.

The matter was discussed in DAC meeting held dh8'7
November, 2018. DAC pended the para till the provision of report by
M&l. Compliance of DACdirectivewas not made till the finalization of
this report.

Audit recommends compliance of DAC directive.
(DP. 33)
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2.4.5 Non-recovery of built-in cost of exemptedduties on import of
material - Rs 890 million

As per parar.9 of 258' NHA Executive Board Meeting held on
21% December2015, revised PG based on the final EPC Bid Prioé
Rs 133.980 billion, was approved by ECNEC 18" December,2015.
This bid price excluded cost of duties & taxes for import of machinery &
equipment on rexport basis and any further increase in rate of income
tax prevailing 28 days prior to bid submission date. However, an amount
of Rs 890 million on account afuties on import of material wdasiilt-in
in the EPC bid price and the contractor agreed to adjust the said amount in
ITS provisional sum in case exemption of duties on import of material was
granted.

Audi t not ed t hat t he P-Phag-lle c t AConstr
HavelianT h a k o't Sectiono was awarded to M/ s
Construction Company for Rs 133.980 billion.

Audit observed during discussion with the P&CA Section, NHA,
that the Government of Pakistan granted exemption of duties on import of
materal, however, exemption letter could not be received from the said
section. Audit further observed that the Project Management neither
adjusted thebuilt-in cost of duties in the ITS provisional sums, nor
recovered the same from the contractor so fars Thsulted in non
adjustment/nomecovery of Rs 890 million.

Audit pointed out the issue in Septemi@atober, 2018.The
matter was discussed in the DAC meeting held dh-14" January 2019.
The DAC directed that verification of exemption particulées got done
by 13" February, 2019. In case of nearification, details of tax paid be
shown to Audit. In case of exemption Rs 890 million be adjusted as per
contract.Compliance of DAC directive was not made till the finalization
of this report.

Audit recommends compliance of DAC directive.
(DP.265)
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2.4.2 Non-recovery of mobilization advance- Rs 791.215 million

As per clause 60.11 (Financial Assistance to contractor) of
Particular Conditions of Contract:

1 An interestfree mobilization advance up tth% of the contract
price stated in the letter of acceptance shall be paid by the
Employer to the contractor in two equal parts upon submission by
the contractor a mobilization advance guarantee/bond for the full
amount of the advance in the specifiednfofrom an insurance
company acceptable to the Employer.

1 This advance shall be recovered in equal installments, first
installment at the expiry of third month after the date of payment
of first part of advance and the last installment two months before
thedate of completion of the works.

Audit noted that the National Highway Authority paid mobilization
advances of Rs 845.947 million to the contractors against three projects
during the year 2009, 2016 and 2017.

Audit observed that the mobilization advance amounting to
Rs 791.215 million was still recoverable from the contractors despite lapse
of considerable period. This resulted in frecovery of mobilization
advances of Rs 791.215 millid@nnexure-E). Audit further observed
that in case of project GwadRatodero Road Project Khuzdahahdakot
Road SectiolV, (Packagelll) mobilization advance bond guarantee was
also expired in November, 2017.

Audit pointed out the nerecovery in OctobeNovember, 2018.
The Authority replied in case of project Improvement & Widening of
additional two lanes from Thokar Niaz Baig to Hudyiara Drain Multan
Road (N5), Lahore, that the contractor could not achieve the planned
physical and financial progress due to +shifting of utility services and
northanding over of the land/site due to litigation. The proposal of change
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of design was under approval, land acquisition would be resolved and the
mobilization advance would be recovered accordingly. In other cases the
Authority replied that due recovery of mobilization advance will be
recovered in the next IPCs of the contractors.

The contention of the Authority was not acceptable because, a
huge amount was under the utilization of the contractors since long
resulting in an undeifinancial benefit to the contractors.

The matter was discussed in the DAC meeting held 8hi 145"
January 2019. The DAC directed to effect the recovery from next IPC.
Compliance ofDAC directive was not made till the finalization of this
report.

Audit recommends compliance DAC directive.

2.4.Z7 Non-recovery of financial charges on undue financial aid to the
contractor - Rs 642.961 million

According to Clause 60.12 (a) of Conditions of Particular
Application (Partl | ) of projectPridigatio, ENpAeKar ach
interestfree Mobilization Advance up to 10% of the Contract Price stated
in the Letter of Acceptance shall be paid by the Employer to the
Contractor in two equal parts upon submission by the Contractor of a
Mobilization AdvanceGuarantee for the full amount of the Advance in the
specified form from a Scheduled Bank in Pakistan acceptable to the
Employer or from foreign bank counter guaranteed by local schedule bank
in Pakistan.

Audit noted that NHA Management enhanced ripdgion
advance from 10% to 20% in November 2002 through amendment No. 2.
Additional 10% advance was allowed for opening of Letter of Credit
through escrow account for procurement of imported construction material
including reenforced earth.
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Against caotract amount of Rs 4,892 million (excluding
provisional sum) NHA paid mobilization advance of Rs 1,121.870 million
(against admissible Rs 489.20 million) including Rs 728.915 million for
opening of LC for purchases of imported construction material i.e.
reinforced earth etc. as per M/s FWO statement of escrow account dated
14" June 2003.

Audit further observed that NHA also paid secured advance of
Rs 615.282 million (in addition to Rs 1,121.870 million) against the
i mported mat er i dhis resultediimmuhdue fmancal aedar t h 6 .
to the contractor and nerecovery of interest for Rs 642.961 million.

Audit pointed out undue financial aid in November 2018. The
Authority replied that mobilization was paid to the contractor under COC
Partll clause 60.12 while secured advance payment against reinforced
earth imported material was paid under clause 60.11 for opening the LC
through Escrow account as per design requirement. Therefore both
payments were made separately under different clauses efl CoC

The eply was not accepted because the contractor was allowed
secured advance against that material against import of which the
contractor was already paid additional amount.

The matter was discussed in DAC meeting held dh Jehuary,
2019. DAC directed that PD will effect recovery as reconciled with Audit
by 15.2.2019. Compliance to the DAC directive was not reported till the
finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 433)

2.4.28 Overpayment to the contractor due to enhancement of rate of
excavation through rerating - Rs 504.712 million

Clause52.2(c) Conditions of Contract Pdtt of contract
agreement provides that no change in unit rates or prices quoted shall be
considered formy item in the Schedule of Bill of Quantities, unless such
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item individually accounts for an amount of more than 5% of the sum
named in the letter of acceptance, and the actual quantity of work
performed under the item exceeds or falls short of the ofidiiiad
guantity by more than 30%. The change in Unit Rates shall not be
applicable for excavation of rock for Railway and Road Tunnel.

Audi t noted that NHA awarded the cont
Lowari Tunnel to M/s Sambu (JV) at contract cost ofais15.00 million
(Revised cost of Rs 6,047.00 million). The work was started on September
26, 2005 to be completed upto September 30, 2008 (Revised September
30, 2010).

Audit observed that the Authority-rated some excavation items
without taking inb consideration the aboweentioned contract clause
which prohibits any reating/enhancement of the rate. This resulted in
overpayment of Rs 504.713 million.

Audit pointed out the irregularity in October, 2018. The Authority
did not reply.

DAC meetingwas not convened despite repeated efforts by Audit.

Audit recommendsecovery and action against responsible.
(DP. 363)

2.429 Loss to Government exchequer due to out of contract feating
- Rs 425.909 million

Clause52.2 of COC Partl of contract agreement for the work
Shahdad Kot Road Sectidd, Packagdll (M -8), provides that there will
be no change in rate for quantities of the itemerghthe variation is
limited upto 10%. Refixation of rate would be applicébof items where
the variation in quantities of individual item is more than 30% and also the
cost impact has varied more than 2%. Furthiee revised rate will be
applicable only for varied quantities.
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As per Para6(e) of amendment No. 03 dated 222016, the
contractor will raise no claim whatsoever like Prolongation costs, idling
and damagestc, for upcoming period i.e.$1July, 2015 to 3% January,
2017.

Audit noted that the work Shahdad Kot Road SeeligriPackage
[l (M -8) was awarded to M/s Nazir & GoA.M Construction (JV) with
agreed cost of Rs 1,115.844 million on 09.08.2004 with completion period
of 24 months. The contractor could not completewloek in stipulated
period even additional mobilization advance interest free of
Rs 221.704 million was given as financial assistance and price escalation
of Rs 734.577 million. Due to slow progress of work the employer
imposed liquidated damages on thenttactor and also termination of
employment as contractor notice on 08.01.2016. Thereafter, the contractor
challenged the Notice of Termination of Employment as contractor in the
Lahore High Court. The Honorable High Court while denying suspension
of Termnation of Employment as Contractor Notice, directed the
Chairman NHA to resolve the issue vide Lahore High Court Orders dated
18.01.2016 and 09.02.2015.

Audit further noted that the parties agreed that the contractor
would resume the work on project fall throttle so as to complete the
project by 31 January, 2017.

Audit observed that without mentioning amendment No. 3, the
Executive Board was requested fosrating of four items of work which
do not meet with the criteria as per contract cla@s2 becauseates were
enhanced wo 371%, whereas nominated contractor performed the works
on original BOQ rate in 201%8. This indicates that the BOQ rates were
workable. Due to reating the Goernmentexchequer sustains loss of
Rs 425.909 million.

Audit pointed out the loss in October 2018. The Authority replied
that the subject project was a sick project and Contractor had already
borne heavy losses regarding continuous suspension of work and
mobilization & demobilization of project site becaudewmrst law and
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order situation. Based on above scenario and many other reasons
consequent of worst lawand order situation the project could not be
completel and after a lapse of 12 yeairse the rates of BOQ as of CSR
2000 become unworkable. Thus, irder to compete this sick project and
after due consultation with the Contractor, Consultant , General Manager
concerned during the several meetings, members-@dtirey committee
decided that the rates which were recommended by the Engineer are
rational. Therefore NHA Executive Board in its 231meeting dated 29
December 2017 approved the rates of mentioned four items as
recommended by the-rating committee.

The reply was not acceptable becapsee escalation clause exists
in the contract. Henceerating out of contract clauses is unjustified and
needs recovery under intimation to audit.

The matter was discussed in DAC meeting held dh Jehuary,
2019.DAC directed that recovery be effected from the main contractor in
consultation with Audit by15.02.2019 by GM concerned. Compliance of
DAC directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 374)

2.4.3 Non-recovery due to noninsurance of works - Rs 376.322
million

As per Clause 21. of the contract agreement for the works,
contractors were required to insure works, equipment and liabilities for
death or injury to any person. As per Clause 25.3, in case of failure to do
so the employer may effect and keep in force any such insumt@ay
any premium as may be necessary for that purpose and from time to time
deduct the amount so paid from any moneys due or to become due to the
contractor. The amount to be insured is contract amount plus 15%. Clause
25.5 provides that the contractsihall be obliged to place all insurance
relating to the Contractor (including but not limited to, the insurances
referred to in Clause 21, 23 and 24 with either National Insurance
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Company of Pakistan or any other insurance company operating in
Pakistan ad acceptable to the Employer.

Audit observed that the contractors did not obtain insurance (All
risk policy) for the value of works Rs 77,634.825 million as required
under the provisions of the contract. In some cases, the insurances were
obtained, throulg other than AA rating agencies or for lesser period than
required.

Audi t is of the view that the contrac
cost component of insurance premium. By4msuring of works not only
the financial interest of the Authority was put to a risk but financial
benefit of Rs 376.322 millionAnnexure-F) was also given to the
contractor on account of insurance premium.

Audit pointed out the issues in December 2017, January 2018 and
July to October 2018. The Authority admitted the 4rmsurance of works
in some case. In some cases the Authority did nog.repl

The reply was not accepted because the directions of the Public
Accounts Committee were widely circulated to Principal Accounting
Officers of Ministries, Department and Authorities etc., which was
binding to incorporate in the bidding documents.

The matter was discussed in DAC meetings held in November and
December 2018. The DAC directed NHA to obtain insurance from the
contractors and recover premium of-iasured period. The Committee
also directed the Authority to initiate disciplinary proceegdimgainst the
staff responsible of neabtaining of insurance cover. In case of Sukkur
Multan Motorway project a committee under CFAO comprising DFA, SO
(F&A) and Member (Finance) NHA will determine the capacity of EFU to
cover this project. In case of fagencies the committee will fix
responsibility and report to DAC by %#3January, 2019. Compliance of
DAC directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
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2.4.31 Defective provision of items in BOQ for balance worki
Rs 303.778 million

USAID agreed to finance thbalance worksof Projectii K a-l at
QuettaC h a ma@Bell & IV along with additional works. USAID
allocated US$ 90 million for the project. The MOU betwdd8AID,
EAD and NHA was signed on 14October 2013 while the Activity
Agreement between USAID and NHA was signed ofi @ttober, 2013.

Following items were shown unexecuted/balance work against the
ICB-1l & IV :

S. No| Item No. | Item Description Length (in Km)
1 201 Granular Sutbase 30.709
2 202 Aggregate Base 34.981
3 203 Asphalt Base Course 39.993
4 305 Asphalt Concrete wearing Cour 44.769

Audit noted that the Authority awardedroject i K a-Queetta
Ch a m#B-d & IV along with additional workso M/s FWO on EPC
contract basis

Audit observed that the quantities of items of work incorporated in
BOQ for balance work were on very higher side and without any detalil
estimate/calculation which was requiredb® incorporated in BOQ with
reference to execution of items by former contractor.

This resulted in lossf Rs 303.778 milliordue to &cess payment
to the contractor

Audit pointed out loss in January 2018. The Authority replied the
Contract for Balace Works (KQC) was awarded on FARA (Fixed
Amount Reimbursement Agreement) basis. I® ihstant case, nen
binding BOQ were prepared by subtracting work done at site by previous
contractor (obtained from joint survey) from total estimated quantities of
theproject (Obtained from available design).
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The reply was not tenable becaute revised P@ indicates
completion of 60% work by previous contractors which was also
substantiated by the inspection report. Hence the quantities of items of
work incorporagd in nonbinding BOQ were on very higher side.

The matter was discussed in DAC meeting held &h8"7
November, 2018. DAC directeGeneral Manager concernéal finalize
the accounts of the releasing Contractor after verification of quantities of
the bdh Contractors within 6 week€ompliance ofDAC directive was
not made till the finalization of this report.

Audit recommends compliance DAC directive.
(DP. 31)

2.4.2 Irregular enhancement of quantity due to incorrect estimation
- Rs 300.299nillion

Para 56 of NHA Code (Chapter Tvilanning Process) provides
technical sanction is a guarantee that the proposal is structurally sound and
that the estimates are accurately calculated and based on adequate data. It
shall be issued on the basisdeftailed estimates for the project as a whole,
after administrative approval is accorded. Technical sanction which is
concerned with actual design and execution of the work and accounts for
all expenditures ensures that the estimate represents catafdigeted
cost of execution of the work including all accessory and consequential
services calculated as accurately as is possible at the time of its
preparation.

Audit noted that the worlConstruction of Hakla to Pindi Gheb
(Length 63.04 Km), Packagé was awarded tdl/s LIMAK -ZKBJV, on
315 Oct, 2016 at agreed cost of Rs 16,886.803 million. Audit further noted
that according to the BOQ/ Engineeros Est
under item 108 (b) Aformation of embankm
in unclassified r oeclked tothe extent af O3M487 was t o b
cu.m, which was 3% of the total quantity of road way excavation.
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Audi t observed that the item
roadway excavation i n uncl assi fi
measured and paid for a quantity bfl55,009 cu.m against the total
guantity of road way excavation of 2,296,498 cu.m, which was 50.294%
of the total road way excavation. Audit further observed that the quantity
of item No0.108 (b) was enhanced 1,235% over and above the BOQ
provision. Thisresulted in to irregular enhancement of earth work due to
ill planning for Rs 300.299 million.

Audit pointed out the irregularity in August and September 2018.
The Authority repliedthat the quantities were paid as per site condition.
The amount differeze between 108(a) and 108(b) had been withheld till
the approval of variation order.

The reply was not tenable, because, the Project Management stated
nothing about the enhancement of quantity of item No0.108 (b) to the
extent of 1,235% due to 4{fstimdion by Design Consultant/Design
Section NHA.

The matter was discussed in DAC meeting held oR-13
December, 2018. DAC directed that recovery of excess amount and
adjustment of item to be ensured by GM (Western Route) alongwith its
verification by Audit. Penalty also be imposed on the Design Consultant
as per agreement clause and got verified from Audit. Complianbé Gf
directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 193)

2.4.38 Overpayment due to incorrect measurements Rs 229.199
million

Item 108 fformation of embankmeat of NHA General
Specifications provides that material for embankment shall consist of
suitable material excavated from borrow, roadway excavation or structura
excavation and shall include all lead and lift. Borrow material will be used
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only when material obtained from roadway or structural excavation is not
suitable or is deficient for embankment formation and shall include all
lead and lift. Item 106 of NHA eneral specifications provides when the
contractor is directed to excavate unsuitable material below the surface of
original ground in fill areas, the depth to which these unsuitable materials
are to be removed will be determined by the Engineer. The acboitr
shall schedule his work in such a way that authorized cross sections can be
taken before and after the material has been removed. Only material which
is surplus to the requirements of the project or is declared in writing by the
Engineer to be unsaible will qualify for payments under pay Item No.
106 a, 106 b, 106 c, and 106 d as the case may be.

Audit noted that National Highway Authority awarded a contract
for AUp-gradation, Widening & Improvement of Zhalbughal Kot (Lot
2) Killi Khuda-e-Nazarto Mughalkot N500 to M/s MagboolZarghoon
JV on 14" January, 2016 for Rs 4,043.635 million.

Audi t observed t hat t wo (02) BOQ [
Embankment from Borrowo and fAFormation o
Rocko were measur ed o thenedtenp26d,0d4 Gum | PC 1 t o
and 91,998.11 Cu.m respectively. Measurement in MB showed that
embankment was constructed from Borrow common and hard rock on
those RDs. The quantities earlier measured in the BOQ items of Formation
of Embankmentvere subsequentlyaid asNon-BOQ items The fictitious
measurement resulted in overpayment of Rs 229.199 million.

Audit pointed out the overpayment in September 2018. The matter
was discussed in DAC meeting held of"26™" December, 2018. NHA
admitted recovery. DAGIirected that recovery will beffected by 3%
January, 2019 byGeneral Manage(N-50) under intimation to Audit
Compliance ofDAC directive was not made till the finalization of this
report.

Audit recommendsomplianceof DAC directive.
(DP. 254)
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2.4.3 Non-Compliance of DAC directives regarding recoveries -
Rs 257.256 million

Para %f) of System of Financial Control and Budgeting, 2006
issued by Finance Division, Government of Pakistan provides that the
Principal Accounting Officer/Additional Secreyaror equivalent shall
regularly hold meetings of DAC as Chairperson, with Financial/Deputy
Financial Adviser and Director General (Audit) as Members and Chief
Finance and Accounts Officer as Member/Secretary to watch the
processing of Audit & Inspection Rerts and decide upon appropriate
measures so as to aid and accelerate the process of finalization.

During the Departmental Accounts Committee meetings held
during 201819 to discuss audit paras on the accounts of National
Highway Authority for the finadial years 20118, the Committee issued
directives for recovery of Rs 257.256 million in sixteen cd8@mexure-

G) with a certain timeline for making recovery.

NHA did not comply with the DAQirectives and showed lack of
interest in resolving the issuiy taking required action and used delaying
tactics for recovery from the contractors/responsible(s) and inquiries for
fixing responsibility.

Audit recommends compliance of DAC directives regarding
recovery besides taking action against the responsible

2.4.3% Overpayment due to higher rates for excessive quantities of
earth works - Rs 206.561 million

As per clause 52.2 of the contract agreement regarding power of
Engineer to fix rates, provided further that no change in the contract shall
be consideed unless such item accounts for an amount more than 2
percent of the contract price as stated in the letter of acceptance and the
actual quantity of work executed under the item exceeds or fall short of
the quantity set out in the bill of quantity by radhan 25 percent.
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Audit noted that the Authority awarded Package Ill & IV of Kalat
Quetta Chaman project to different contractors.

Audit observed that while execution of projects, quantities of
various items were increased exorbitantly #mel excessvas more than
2% of overall contract cost and more than 25% of the item but the same
were not considered for 4rating. This resulted in overpayment due to
nonrerating for excessive quantities involving Rs 206.561 million.

Audit pointed out overpaymenh October 2018. The Authority
replied that AThe Engineero has been r1 e
regarding the para.

The reply was not accepted because as per clause 52.2 of the
contract agreement Hfixing of rates was admissible against the items
where the increase/decrease in quantity resulted in change in the cost for
an amount more than 2 percent of the contract price and the actual
guantity of work executed under the item exceeded or fall short of the
guantity set out in the bill of quantity lmgore than 25 percent. As pointed
out, the number of items against which the contractor quoted rates much
higher than the estimated rate was increased manifold and qualified for re
fixing of rate conditions. But full rates were paid besides price escalation
was paid to the contractor against these enhanced quantities. Hence
recovery is stressed upon.

The matter was discussed in DAC meeting held dh Jehuary,
2019.DAC directed GM concerned to provide objective brief alongwith
record to Audit for verifiation. Compliance ofDAC directive was not
made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 398, 405)
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2.4.3% Overpayment due to excessive measurements of aggregate base
course- Rs 184.821 million

Para 2021.1 regarding Measurement of General Specification of
NHA (Contract Specification) stipulates that the quantity of crushed
aggregate base course to be paid for, shall be measured by the theoretical
volume in place as shown on the Drawings or as directécpproved for
construction by the Engineer, placed and accepted in the completed
crushed course. No allowance will be given for materials placed outside
the theoretical limits as shown on the cresstions.

Audit noted that the worlConstruction of Pindi Gheb to Tarap
(Length 50.019 Km), Packad¥ wasawarded tdV/s LIMAK -ZKBJV on
215 July, 2016 at agreed cost of Rs 21,386.222 million.

Audit observed that 30,160 meter lengthaggregate base course
was measured and paid underimearriageway with the cross sectional
area from 8.04 sq.m taZb4 sg.m instead of 4.450 sg.m as per approved
design. This reflects improper checking of the item wise quantities
measurement by the staff of supervision consultant with ultimate result of
overpayment of Rs 184.821 million.

Audit pointed out overpayment in August and September 2018.
The Authority repliecthat the quantities of Aggregate Base Course were
calculated in excess due to some errors in cross sectional areas. However,
the excess qntities shall be adjusted in the forthcoming IPC.

The matter was discussed in DAC meeting held oR-13
December, 2018. The Project Management stated during discussion that
the excess payment will be recovered and verified to Audit. DAC directed
to expedite recoveryl/its verification besides issuance of warning to the
Supervision Consultant for lack of effective supervision Compliance of
DAC directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 197)
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2.4.37 Overpayment due to nonexecution of work wth available
material at site - Rs 183.124 million

As per contract agreement forthe pro@gc€onst ructi on of Lahc¢
Eastern Bypass Packafeoda n item of wor k 108c Af orr
embankment frolb or r ow excavation in common mater
for a quantity of 4,860,319 cu.”Addendum No. 2 for the work provides
that the iem fiFormation of embankmeashall also include formation of
embanknent outside the limits of roagy, for theconstruction of Gunda
Bund or other flood protect.ion works as d

Audi t noted that the Authority awarde
of Lahore Eastern Bypass dkagel 6 t o MRelsable ZJ¥ #Br
Rs 7,410.714 millioron 2" April 2017.

Audit observed that under bill No. 1 (earth work), an item of work
108c #Aformation of embankment from borr
material 0 was executed for a quantity of
cu.m for Rs 2,411.536 million against provisiorecfuantity of 4,860,319
for Rs 2,065.636 million. The excessive quantity of 813,883 cu.m
(5,674,2021 4,860,319) was required to be paid under item No. 108A
Af or mati on of embankment from roadway
mat erial 0 (cur r en200@encdm.Shisoesdtedan@am on) @ Rs
overpayment of Rs 183.123 million.

Audit pointed out overpayment in November 2018. The Authority
replied that the quantities given in the BOQ were estimated and
provisional while the payment was made as per actual.

The reply was not accepted becausewtbek was not executed as
per contract agreement.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends recovery of the overpaid amount.
(DP. 472)
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2.4.38 Non-recovery from the contractor as per provision of contract
- Rs 129.724 million

BOQI-1/1 and 4A1/1 of contract agreemehtor A Construction o
Lowar i Pravidesethad the contractor to stockpile sufficient
guantity of suitable hard rock/material from the excavation. Rock seitabl
will be transported to contractors crusher plant for use in the production of
Water Bound Macadam, Retaining Walls, Gabions, Riprap, Stone
Pitching, stone for ditch lining Granular material and other structural
requirements. The cost of excavation, cmghand transporting it to the
site is to be included in the above excavation item rate.

Audi t noted that NHA awarded the cont
Lowar i Tunnel 6 to M/ s SAMBU (JV) at con
million (Revised cost of Rs 6,047.0Million). The work was started on
September 26, 2005 to be completed up to September 30, 2008 (Revised
September 30, 2010).

Audit observed that certain items of work of tunnel excavation
were got executed and stones atiter materiabbtained from thesgems
were required to be utilized in certatems like Water Bound Macadam,
Retaining Walls, Gabions, Riprap, Stone Pitching, stone for ditch lining
Granular material and other structural requirements under Bill No.3,4,5
and 6. As per provision of theowtract the stonebtained from the
excavations was required to be efficiently utilized in these items and
accordingly cost of the stone thereof was to be deducted from the
contractor's IPCs but a review of the IPC No.73 on completion of the
tunnel work imicated that no such deduction/recovery was made from the
contractor. Noradherence to contract caused +u@auction/recovery of
of Rs 129.724 million

Audit pointed out the irregularity in October 2018. The Authority
did not reply.

DAC meeting was natonvened despite repeated efforts by Audit.

58



Audit recommendsecovery of amount involved.
(DP. 372)

2.439 Overpayment due to execution of work beyond
drawing/design- Rs 123.651 million

Revised P@ of the project Construction of Shaheed Benazir
Bhuttu Bridge over River Indus Connecting Chachraan Sharif with Kot
Mithan was approved by the ECNEC in its meeting held dhJ26y 2017
for Rs 9,304.160 million. Broad features of the project provide:

1 Road embankment height from 1.0 meter to 5.5 meter and
pavement design &6édembankment

A

6as per profilebd.

1 Surface width of 13.3 meter, i.e. 7.3 meter carriageway, 08 cm
asphalt base course, 15 cm wearing course and 3.0 meter
shoulders width both side (2.5 m treated).

As per design/Rin & Profile for the project, the averatyatural
Surface Level NSL) 90.158 and averageormation Road Level (FRL)
97.800 for KM 12+250 to 14+011 and average filling height comes to
7.541 (FRL 97.800-] NSL 90.158.

CDWP approved PC of the project Construction of Bridge Over
Ravi River at Syed Wala Pattan District Okara for Rs 987.00 million
against estimated cost of Rs 1,159.00 million with design reviewed
pavement width 7.3 meter to 6.10 meter and surfacing fephadtic ABC
and ACWC to TST.

Audit noted that the Authority awarded two packages of the project

Shaheed Benazir Bhutto Bridge and one packagBrioige Over Ravi
River at Syed Wala Pattan District Okara to various contractors.
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Audit observed that ding execution of work the Authority did not
follow the designs/drawings, due to which an amount of Rs 123.651
million was overpaid to the contractg@nnexure-H).

Audit pointed out the overpayment in November 2018. The
Authority replied in cases of &heed Benazir Bhutto bridge that the
revised P@ was prepared by supervisory consultants in which old
drawing was attached, but the BOQ of the project was based on contract
design/drawings and the work was executed and paid according to the
approved constiction design/drawings.

The reply was not accepted because the revisedvWiS approved
by the highest forum i.e. ECNEC and supposed to be based on actual
guantities and parameters as provided in guidelines for Project
Management. In case of bridge oWavi River the Authority replied that
the financial concurrence was obtained from Accounts Section (CZ) Wing
before approval of rappropriation/VOs from Member (CZ). Further
replied that the quantity of the item 108c was calculated and paid as per
crosssectional area.

The reply was not tenable becauselR€vised PGl provided the
authorization for incurring the expenditure in line with the scope and
parameters included in it. Moreover, Audit also pointed out overpayments
on the basis of same approvaesign/drawings issued for construction.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsecovery.

2.4.40) Non-recovery of cost of training- Rs 100 million

Clausel3 Appendixi B Instruction to Bidders Velll of Contract
Agreement provides that Training and Employment plan of local work
force for which contractor is to at least have a budget of Rs 100 million for
incurring expenditures on arranging such ftrags for Employer/
Empl oyerds Representative including Assi ¢
the construction activities and later maintain and operate the facility after
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construction. This is not reimbursable and contractor has to consider this
amount inaided in his overheads.

Audit noted that National Highway Authority awarded a contract
for construction of Peshawar Karachi Motorway Lahore Abdul Hakeem
Section M3 (230 KM) to M/s CR20G ZKB (JV) at a cost of Rs 148.654
billion on February, 2016 with ¢k of completion 18.08.2018.

Audit observed that 22 months expired and a payment of
Rs 70.164 billion was made to the contractor but the requisite training to
the local staff was not made by the contractor for which Rs 100 million
was built-in underthe contract cost. This state of affairs is evident that
contractor included Rs 100 million in his bid price but employer did not
fetch the benefit of training to its staff despite expiry of 2&Xpiry of
time of the contract hence, this provision needset@djusted and may be
utilized for the proposed objective of training.

Audit pointed out the irregularity in December, 2017. The
Authority replied that contracto has employed number ofrainee
engineers and technical staff at the profecttraining of the personnel
about the working methodologies and other site issues to ensure execution
of work with quality and safety.

The reply was not accepted becatragnings of the employer and
empl oyer 6s represent aythecantsactawforthre t o
fixed cost ofRs 100 million The provision of trainee engineers as replied
had no concern with this training.

The matter was discussed in the DAC meeting held @7
November 2018. DAC directed NHA to provide record relatiog
employment of trainee engineers for verification within 15 days.
Compliance ofDAC directive was not made till the finalization of this
report.

Audit recommends compliance DAC directive.
(DP. 63)
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2.4.41 Non-recovery from the defaulter contractor- Rs 97.642 million

Audit noted that 21 NHA Executive Board Meeting was held on
29" December, 2017 (Para 5.16), NHA Executive Board approved the
rates of Asphalt Wearing Course, Prime Coat, Double Surface Treatment
and Aggregate Base Course which was recommended by -tlating
committee with financial impact gjp Rs 289.355 million tbe completed
within 03 month i.e. March 31, 2018.

The Board directed the Contractor to complete the work within the
period of three months. In case of failure on the part of the Contractor,
construction machinery and retention money of the Contraceatgptl
with NHA will be forfeited.

Audit noted that General Manager (Construction),8 MProject
paid the revised rates of three items of work as per approval & NH
Executive Board decision imeeting held on 31.12.2017. Whereas
contractor could not comgle the work up till October 2018. This resulted
non-pledging of construction machinery and rorfeiture of retention
money amounting to Rs 97.642 million.

Audit pointed out the issue in October 2018. The Authority replied
thatthe contractor had alrdg completed most of the works and mainly
fixing of expansion joints was pending at bridges due to shortage of
materials and funds. Now the contractor is trying to arrange funds from his
other projects in order to complete the balance work of one to twthsio

The eply was not acceptable because as per last progress report
for the month of September 2018 issued by the consultants only 75.46%
work was completed by the contractor. Hence, decision of the Executive
Board needs implementation along with @ioary action against the
persons at fault.

DAC meeting was not convened despite repeated efforts by Audit.
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Audit recommendsmplementation of Executive Board decision
besides action against persons responsible.
(DP. 378)

2.4.2 Overpayment due toincorrect higher rate - Rs 92.777 million

The Chairman NHA finalized the classification and utilization of
Roadway Excavation in a meeting held ori" Iine, 2017 and decided
that the embankment currently being made from Roadway Excavation
material is ot Rock. Excavation itself is not a payable item, unless
declared surplus or unsuitable by the Engineer. As such, this Embankment

does not qualify the requirement of 108(!
Roadway Excavation i n r ocukderntant er i al 06 an
No. 108 (a) AFor mati on Embankment from |
common material o, even if made from Comm

own convenienceo.

Audit noted that workConstruction of Tarap to Kot Belian (Length
(52.500 Km), PackagiBl was awarded to M/s Frontier Works
Organization on 21 July, 2016 at agreed cost of Rs 20,628.943 million.
Audit further notedthat work Construction of Rehmani Khel to Kot
Belian, SubPackage2A was awarded tdl/s SKB-KNK JV on 3" May,
2017 at agreed cost 06M®,232.715 million.

Audit observed that the Authority measured and paid certain
guantity of roadway excavation under Item No. 108(b) whereas according
to the above decision of the Chairman NHA the said quantity of Roadway
Excavation was also required lbe paid under item 108(a). This resulted
in to an overpayment of Rs 92.777 million.

Audit pointed out overpayment in August and September 2018.
The Authority repliedn case of packagkl that the payment of item No.
108(b), Formation of Embankmentrom Roadway Excavation in
Unclassified Rock Material has been made strictly under the provision of
Contract Documents/test reports. And in case of paeRageeplied that
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the materi al extracted from roadway

utilized under iem 108 (b) of contract BOQ.

The reply was not accepted, because in accordance with the
decision of Chairman, NHA excavation was to be paid under roadway
item No0.108(a) instead of 108(b), as embankment from roadway
excavation in rock material did not gifal the requirement of item
No.108(b). However, if site condition was otherwise then the matter
should have been referred to NHA HeQdarter for review of the
previous decision in case of Packdfjeand item No0.108(b) paid
accordingly as per revised ds&on.

The matter was discussed in DAC meeting held oR-13
December, 2018. GM (Western Route) was directed to explain and get
verified the position in detail from Audit and bring up the matter in the
next DAC meeting Compliance @AC directivewas not made till the
finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 201)

2.4.43 Unjustified hiring of consultant for maintenance works -
Rs 90.641 million

As per Para 7(ii) of Govt. of Pakistan Finance Division letter No.
F.3(10)Exp.ll/94Vol-1-68 dated 08.02.2002, Guidelines for hiring of
consultants, the consultants should not be appointed for routine functions
of an organization.

Audit noted that theAuthority awarded various consultancy/
supervision contracts for maintenance works as below:
(Rs in million)

DP Contract/
Region Name of Consultant Revised
No. cost
02 |GM Maintenance M/s PEAS Consulting (Pvt 45.759
Punjab (South) Multan| Ltd
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DP Contract/
Region Name of Consultant Revised
No. cost
12 | GM Maintenance Sindl M/s PEAS Consulting (Pvt 19.892
(North) Sukkur Ltd
56 | GM Maintenance Sind| M/s PEAS Consulting (Pvt 24.990
(South) Karachi Ltd
Total 90.641

Audit observed that full fledge maintenance units along with fleet
of vehicles were working under supervision of respective Member with a
GM (Maintenance), Director Maintenance, Deputy Directors, Assistant
Directors and Inspectors/Supporting staff etc.thatconsultancy services
of periodic maintenance works were awarded to the consultant firm which
was against the canons of financial propriety. Hence in presence of skilled
manpower/engineers within the Authority, hiring of consultant for such
works stand violation of above directives and excess expenditure of
Rs 45.759 million.

Audit pointed outthe issue irDecember 201and January 2018
The Authority replied that these consultancies were awarded throughout
Pakistan in all regions of NHA as per NHAQHpolicy. Further, full time
resident supwision of Material Engineers andurveyors was not
available with NHA so in order to have effective and proper quality
testing, assurance and the quantity control, deployment of consultants
proved useful for theast many years in NHA.

The matter was discussed in the DAC meeting held in 8"
November 2018. The DAC directed NHA to provide advertisement,
deliverables and achievements of consultants to Audit for verification.
Compliance ofDAC directive was na@ made till the finalization of this
report.

Audit recommendsomplianceof DAC directive.
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2.4.4 Overpayment due to inadmissible item of work- Rs 88.382
million

Item No. 108.4.2(b) of General Specification NHA provides that
the quantity to be paid faeshall be the number of cubic meters placed in
embankment and measured as provided above for material from structural
excavation. Payment will be deemed to include cost of excavation,
hauling, dumping, spreading, watering, rolling, labour, equipments tool
and incidental necessary to complete this item. Item No. 108.4.1(i)
Af or mati ons of embankment from
Specification) further provides that measurement shall be made as under:

Formation from borrow = Total embankment quantity (minRepdway
excavation quantity (minus) Structural excavation quantity.

Audit noted that National Highway Authority awarded a contract
for construction of Burhan Hakla to D.l. Khan Motorway, (Pindi Gheb to
Tarap 50 KM Section) Packad¥ to M/s LIMAK i ZKB (JV) at a cost of
Rs 21,386.221 million on"4November, 2016 with date of completiofi 3
November, 2018.

borrow

Audit observed that an item of work 287 Af or mati on of
embankment from structur al excavation i

executed with the quantity @40,000.02 Cum@ 350 per Cu.m involving

Rs 84000 million. Audit further observed that, the same material was

shown utilized in the formation of embankment from structural excavation
under Item No. 108 and again a payment of Rs 88,382,267 was made to
the contractor.

Audit is of the view that as per provision of contract specification
cost of excavation was not separately payable for the excavated material
used in the work as its cost whasilt-in underthe item of work 1081,
hence, measurement and pent of both items was not admissible and
caused overpayment.
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Audit pointed out the irregularity in January, 2018. The Authority
replied thatquantities of structural excavation utilized in the formation of
embankment shall be adjusted in conformanceh wite itemspecific
requirements stated in the Contract.

The matter was discussed in DAC meeting held dh8'7
November, 2018. NHA admitted the overpayment. Whereas, DAC
directed NHA to affect recovery from the next IPC and get it verified from
Audit. The Committee also directed the Authority to issue warning to
Consultants and Project Director with copy to the Pakistan Engineering
Council. Compliance ofDAC directivewas not made till the finalization
of this report.

Audit recommends compliance DAC directive.
(DP. 69)

2.4.% Non-recovery due to defective/substandard work Rs 87.953
million

As per Agreement condition 1.1 (e)(i) "Contract Price" means the
sum stated in the Letter of Acceptance as payable to the Contractor for the
execution ancompletion of the Works subject to such additions thereto
or deductions there from as may be made and remedying of any defects
therein in accordance with the provisions of the Contract.

Audit noted that National Highway Authority awarded works
regarding Up-gradation, Widening and Improvement of SuBdsima
NagPanjgurHoshab section of road-85. The project was got executed
through eight sections by M/s Frontier Works Organization. Audit further
noted that Monitoring Team of NHA visited the project astuberved
following deficiencies in the execution of work and recommended
recoveries against sectidnll, Il &V through their Report dated 22
March 2018:

1 Cost of ACWC be adjusted downward @ 10% for poor riding
quality between KM 0 and KM 28 of seatid of the project.
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1 Recovery be applied for less width of carriageway (by 12.5 cm
average) for 45%ength of the road between KM4®.

1 Recovery be applied for applying less width a¥florinated
rubberpaint.

1 Recovery be applied @2% of the cost of expangamts for
bumpy riding on bridges.

1 Cost of side barriers on bridges be adjusted downward @ 10%
for poor finish.

1 Cost of concrete of wing walls/parapet walls of culverts be
adjusted downward @ 2% for poor finish.

1 Cost of grouted riap/gone pitching beadjusted downward
@ 10% for substandard work.

1 Recovery be applied @ 5% of the cost of DST of shoulders for
lose top treatment at many locations.

Audit observed that for the above mentioned deficiencies an
amount of Rs 87.953 million was required to beoxered from the
contractor but no such recoveries were made from the contractor. This
resulted in undue favour to the contractor and-removery of Rs 87.953
million.

Audit pointed out nowrecovery in October 2018. The Authority
admitted the recoverynd promised to recover the same from contractor.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsecovery of the amount.
(DP. 388)

2.4.4 Non-deduction and remittance of sales tax Rs 162.893 million

Finance Depament Government of Punjab and Khyber
Pakhtunkhwa has levied sales tax on services @ 15% w'diilyi, 2015.
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As per Government of Punjab Finance Department notification dated 05
October 2016, sales tax rate is 1% of construction cost.

As per paraB-FIN-7 of RFP in respect of hiring of Assistant to
Employer Representativd AER) the grand total is inclusive of all the
applicable Federal and Provincial taxes. All these taxes are required to be
built in the quoted rates and not be mentioned separately.

Audit noted that the Authority executed agreements two
agreements for Assistant to Empl oyer és
services for Design Review and Construction Supervision against the
project LahoreAbdul Hakeem section of PKM and section Il I¥ of
project HaklaYarak (D.I. Khan) Motorway.

Audit observed that deduction and remittance of GST to provincial
revenue authority was not made by the Authority from the payments of
consultants, although their rates were inclusive of GST.

This resultd in nondeduction of GST Rs 162.893 million as
detailed below:

Rs in million
DP.No. | Name of work Amount
67 LahoreAbdul Hakim Motorway 85.614
71 BurhanHakla-DI Khan Motorway(ACE) 29.987
81 BurhanHaklaDI Khan Motorway(NLC) 47.292
Total 162.893

Audit pointed out the issue in December 2017 and January 2018.
The Authority replied in case of LaheAddul Hakeem project that the
consultants of Pakistan have filed a case in court of law against sales tax
(Sindh High Court has issued a Stay Order ia thgard) and decision of
deduction of Sales Tax from consultants will be taken once the final
judgment will be given by the courts.

The matter was discussed in the DAC meeting held @7
November 2018. The DAC directed the Authority to get theovery
verified from Audit within 15 days. DAC further directed Member
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Finance, NHA to resolve the issue to the satisfaction of AGdmpliance
of DAC directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC diredive.

2.4.47 Non-deduction of trimming charges from the formation of
embankment- Rs 68.578 million

Item 108.3 provides that no surplus material shall be permitted to
be left at the toe of embankment or at the top of cut sections. Side slopes
shall be eatly trimmed to the lines and slopes shown on the Drawings or
as directed by the Engineer and the finished work shall be left in a neat
and acceptable condition. In order to prevent erosion of the slopes the
Contractor shall compact the trimmed slopeth®required density prior
to laying top soil or as directed by the Engineer.

Audit noted that the Authority awarded following projects to be
execution in Balochistan province:

DP No Name of Project Agreement Cost
(Rs in million)

248 (Lot-1) Zhob toKilli -Khudae-Nazar N50 4,803.218

317 Yakmach Kharan Packade 2,422.699

Yakmach Kharan Packagdke 2,859.682

Audit observed that an item 1@8formation of embankment from
borrow in common material was got executed and paid to the contractors,
whereas, the embankment slopes were untrimmed and protection work
was yet to be executed. As such due to-@&oecution of the said
component, certain percentage of the item rate was required to be withheld
but full rate was allowed for payment. This resdlin nonrdeduction of
trimming charges of Rs 68.578 million

Audit pointed out the issue in September 2018. The Authority did
not reply.
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The matter was discussed in DAC meeting held ofi- Z&5"
December, 2018. NHA admitted recovery. DAC directed tkeabvery
will be affected by 3% January, 2019 under intimation to Audit. The
penalty of Rs 5.0 million be imposed on main Consult@ompliance of
DAC directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.

2.4.8 Excess payment due to measurement of excessive land
Rs 73.867 million

As per drawing offiConstruction of Shaheed Benazir Bhutto

Bridge over Ri ver I ndus connecting

consultant M/s EAConsulting (Pvt) imited worked out land required for
Bridge and approaches for 68,255 square meter.

Audit noted that_and Acquisition Collectosubmitted a demand
statement on 16 February 2018 for Rs 140.564 million for land
acquisition of 143,861 square meter (Rs 977 per square meter) which was
paid by Director Land (Central Zone) NHA Lahore o' F&bruary 2018.

Audit observed that payment to LAC was made for excess land of
75,606 square meter against requirement of 68,255 square meter as
worked out by the consultant. This resulted in an excess payment of
Rs 73.867 million.

Audit pointed out excess payment in November 2018. The
Authority replied that payment to land affees was not yet made. After
the approval and disbursement, reconciliation would be made.

The reply was not accepted because the akas (shajra), marked
roads along with field book, khasra wise detail of land acquired and award

announced was not prodeatfor verification.

DAC meeting was not convened despite repeated efforts by Audit.
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Audit recommends production of record for verification.
(DP. 445)

2.449 Unjustified payment due to albwing extra quantities of debris
- Rs 55.851 million

Item 5100f NHA General Specification consists of dismantling,
removal, wholly or in part and satisfactory disposal of broken material
from buildings, fences, bridges, culverts, drainage facilities at different
locations and any other obstructions which are nagdated or permitted
to remain on those sections of existing highways except for the
obstructions to be removed and disposed of under other items in the
contract. It shall also include the salvaging of designated materials and
backfilling the resulting treches, holes, pits and ditches.

The quantity of dismantling the structure to be paid for, shall be
measured in cubic meter or kilogram of structure dismantled. All such
measurements shall be agreed by the Engineer and the Contractor before
the dismantlig work starts. Necessary shop drawings will be prepared by
the contractor for such purpose.

Audit noted that NHA awarded the work of construction of Lyari
Expressway to M/s FWO on negotiated rates for Rs 4,892.214 million.
The contractor executed the Wwarf Rs 4,752.714 million up to February
2008 and balance work of Rs 1,667.228 million (balance on original rates
was rerated for Rs 2,947.915 million) through variation order No. 9. The
contractor was paid Srunning bill for Rs 8,773.792 million on T8&\pril
2018.

Audi t further noted that i n  bill No.
remove & dispose of wunsuitable structure
guantity of 382,647 cuum @ Rs 284.86 per cu.m for Rs 109.001 million
and item No. 5 1 Ay d¢bhs) of unslitable desadish o f on
structured for a quantity of 488,980 cu.:
in IPC No. 27.
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Audit observed that item No. 510 (b) was provided for 25% of
item 510 (a) but the said quantity was paid for 488,980 cu.m instead of
admissible quantity of 95,662 cu.m (382,647 cu.m X 25%). Payment of
inadmissible quantity of item No. 510 (b) for 393,318 cu.m resulted in an
overpayment of Rs 55.851 million.

Audit pointed out overpayment in November 2018. The Authority
replied that tke ratio/percentage of any BOQ item shall not be assumed/
determined comparing to other quantities of item. The enhancement of
guantities of item No0.510(b) comparing to 510 (a) was totally made as per
actual work waslone at the site. It has no relatioraofy percentagedtio
taken from original BOQ.

The reply was not accepted because as both the items were
correlated as evident from the nomenclature of the items. The disposal of
debris of unsuitable demolished structure was only required to be paid up
to 25% under item 510(b) but disposal of the debris was paid more than
the percentage provided in the contract agreement.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends recovery tife overpaid amount.
(DP. 430)

2.4.9) Overpayment due to separate payment of Steel Liner in piles
of bridges- Rs 47.450 million

As per NHA General Specification of NHA, 199807.4.1,the
guantities to be paid for shall be the number of linear meters of piles,
completed and acceptedneasured from the pile tip elevation to the
bottom of pile caps, footings or bottom of concrete superstructure. Any
additional pile lengths that may be nec
method of operation or for any other reason shall not be includéuei
measurements. If, the Contractor likes to use temporary casing for the
convenience of preparing of boreholes, the same shall not be measured
whether left in place or withdrawn after completing the boreholes.
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Audi t noted that onstrudienros Lahme t he wor Kk
Eastern Bypass Packaged wer e c al | e'decambdr2aipened on 9
The work was awarded to M/s ZKBeliable JV on 2 April 2017 for
Rs 7,410,714,044 orf®April 2017.

Audit further noted that a neROQ i tem No. 3 OProvidi
Fabrication and installation of per maneni
was introduced and approved through 00 dated 8 June, 2018. The
item was measured and paid for 344 tons @ Rs 137,999 per ton for
Rs 47.450 million.

Audit observed that pagem for Permanent Steel Liner was not
provided in the BOQ as the unit price of the pile was considered to be full
compensation of all cost, including temporary casing if, required.
Therefore, separate special provision through variation order as-a non
BOQ item for Permanent steel liner for the convenience of the contractor
was not required to be measured and paid. This resulted in an
overpayment of Rs 47.450 million.

Audit pointed out overpayment in November 2018. The Authority
replied that the permanensteel liner was mentioned in tender
design/drawing but it was not incorporated in the contract BOQ.

The reply was not accepted because the steel liner was shown in
contract drawing & the contractor quoted its rates keeping in view the
requirement of xecution. Hence, its inclusion through variation order as
nonBOQ item stands irregular and requires recovery.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsecovery of the overpaid amount.
(DP. 464)
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2.4.51 Non-recovery of cost of works executed aa liability of the
defaulting contractors - Rs 45.782 million

As per contract agreement for the Construction Radabilitation
of KalatQuettaChaman Road M5 (Sectiorll), Special Provisions
clause 1.1, the contractor was responsible to ensure the least possible
obstructions and inconvenience to the public. The method of construction
and maintenance of the detour shall be as approved by theeEngn
writing. The detour shall consist of natural surface, properly graded and
compacted, and later maintained by watering and rolling as required by the
Engineer and to his satisfaction, for smooth passage of the road traffic.
Detours shall be propgrimaintained at all times to the satisfaction of the
Engineer6s Representative.

Emergency Maintenance of Diversion /Existing Road, Sariab
Khad Koocha and Jungle PiralizZ@haman Section (125) were under
taken in April 2009. These emergency worksr the value of
Rs 45,781,575 were executed as liabilities against the contracts eof ICB
N&IV.

Audit observed that the amount of emergency works valuing
Rs 45.782 million were not depicted as r
summary of the Contramts i.e. M/s Husnain Cotex Limited or his
assignee contractor M/s MAB/REXV.

Audit pointed out overpayment in October 2018. The Authority
agreed Audit point of view and replied that the matter of recovery was
conveyed to AThe Engineero to incorporate

The matter was discussed in DAC meeting held dh Jehwuary,
2019. DAC directed that Rs 45.782 million be effected from the contractor
by 28" February, 2019 by GM concerned. Compliancé8iC directive
was not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 406)
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2.4.2 Unjustified expenditure due to excessive measurement
Rs 40.546 million

As per linear plan/detailed estimate for the work Periodic
Maintenance from kilometer 171 to 202 (31 kilometers) &5\ out of
total length of 31 km a length of 16Kkilometer was shown under
construction with M/s FWO in another contract and remaining 14.3
kilometer was proposed for structural overlay.

Audit noted that the Authority awarded a contract No.-F0M4
15-SS02 to M/s Niaz Khan & Brothers at an agreed adsRs 281.460
million. The contractor was paid Rs 117.242 million vider@nning bill
on 29" November 2016.

Audit observed that NHA made payment for structural overlay of
total 31 kilometers to the contractor instead for 14.3 kilometer as required.
This resulted in an unjustified/doubtful expenditure of Rs 40.546 million.

Audit pointed out unjustified/doubtful payment in January 2018.
The Authority replied that comprehensive linear plan and location%i N
where the work was carried out was sufted. The work was executed in
the worst stretches of the captioned contract which was not previously
attended.

The reply was not accepted because the linear plan and detailed
estimates clearly indicates the reaches in possession of M/s FWO/Chinese
firm where the work was carried out by the Authority irregularly and
without any justification.

The matter was discussed in DAC meeting held &h8"7
November, 2018. DAC directed NHA to get the workvegified from M
& | and report be submitted to Ministry and Auditompliance ofDAC
directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 58)
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2.4.33 Non-imposition of penalty due to less provision ofvehicles -
Rs 38.223 million

ClauseSP-708 of Contract Agreement for the work Construction
of BurharnHakla D.l.Khan Packag#l, provides that the transport for the
Empl oyer 6s [/ Eengtiven ane sité staff e be goovided
under this contract. Contractor shall procure these vehicles under the
instruction of the Engineer. The number of 13 vehicles covered under this
provision shall be new/latest model at the time of delivery when
instructions to procure the vehicles are given as per approval of the
Engineer. On failure of the contractor to provide and of the services under
this clause or even otherwise notwithstanding anything contained in any
other clauses of the contract document®e engineer shall have the
authority on the recommendation of Resident Engineer for the supply of
services under this clause, the payment for which shall be made through
this contract direct to the nominated agency out of provisional sum
provided in the cotract or hire the good road worthy vehicles and recover
the cost with 100% penglt c har ges frosm contractoros | P

Audit noted that the contractor provided seven (07) vehicles of
different make instead of thirteen (13) despite expiry of one half pefiod
contract.

Audit observed that despite default on the part of contractor NHA
did not penalize the contractor as required. This resulted Hinmoosition
of penaltyof Rs 38.223 million.

Audit pointed out the irregularity in January, 2018. The Adtior
replied thafToyota single cabin pickips were not available in the market,
thus rental vehicles were arranged in replacement till availability of the
specified vehicles.

The reply was not accepted because the contractor was bound to

provide the regwed vehicles as per provision of contract and in case of
default penalty was to be imposed.
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The matter was discussed in DAC meeting held 8& B"
November, 2018. DAC directed NHA to stop payment on account of
maintenance of rental vehicles and presigupaid amount got to be
recovered. DAC also constituted an inquiry committee comprising Joint
Secretary (Admn), CF&AO & Director Roads (MoC) to submit report
within 5 days. Compliance ofDAC directive was not made till the
finalization of this report.

Audit recommends compliance PAC directive.
(DP. 73)

2.4.54 Overpayment due to allowing higher rate- Rs 34.394 million

As per NHA General Specification 1998 item 30%8nstruction
requirements for item 305a shall conform to the same as spefofied
Asphaltic Concrete Base Course Plant Mix under Item 203.3. The
construction requirement of the said item includes the use of mixing plant,
dumpers, and paver machine.

As per NHA General Specification No. 307.1, -Blac shall
consist of furnishing andhixing aggregates with asphalt binder at site in
mobile mixing plant, spreading, compacting on an approved primed
subgrade, subase or base course, for potholes repair, leveling course and
wearing course in accordance with the specification and in cuitfor
with the lines, grade, thickness and typical cresstion shown on the
Drawings or as directed by the Engineer including sealing of cold
bituminous surface cracks with sabidumen slurry.

Audit noted that GM (Maintenance) Punjab (South), NHA, iult
and GM Maintenance Balochistan (North) Quetta, awarded Routine
Maintenance works during 204 and 201718. The items of works
A 3 &% b Asphaltic Wearing Course Clads & B f or pot hol eso ¢
A307a Dense graded hot bhetCOBR20M4. were pai d

Audit observed that as there was no use of Paver machine involved
being work area less than the Paver width, recovery to the extent of
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equipment cost plus 25% overheads was to be made which was not done.
This resulted in overpayment of Rs.394 million to the contractors.

Audit pointed out overpayment during December 2017. The
Authority replied that for routine maintenance works, the size of patches
varies from very small potholes to large scale, excessively cracked
patches. On large pate$, where utilization of paver machine is
practically possible, work has been executed as per General Specifications
of NHA. Whereas in small patches, Asphaltic material has been laid
manually. As far as reduction of rate is concerned, it is stated thatiith
item requires much efforts and finance in manual laying method than a
paver machine.

The reply was not accepted because while executing the asphaltic
work manually the rate of paver should have been deducted.

The matter was discussed in DAC niegtheld on %& 8"
November, 2018. DAC directed the Authority to calculate the component
of the Paver in the rate and effect recovery Compliand2A@ directive
was not made till the finalization of this report.

Audit recommends compliance DAC directive.
(DP. 05, 418)

2.4.% Unjustified compensation to the toll ontractor - Rs 34.290
million

Rule 23 of GFR (Vol) provides that every government officer
should realize fully and clearly that he would be held personally
responsible for any loss dased by government through fraud or
negligence on his part and that he will also be held personally responsible
for any loss arising from fraud or negligence on the part of any other
government officer to the extent to which it may be shown that he
contiibuted to the loss by his own action or negligence.
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Audit noted that the contract of toll collection at Khanewal Toll
Plaza (N5) was awarded to M/s Sea Sole Constructionad@a3® April,
2009 and handed over to the contractor oh Rgril, 2009. As er record
Railway authorities visited the site on"2une,2009 alongwith railway
police and took over the possession of toll plaza operation building on the
grounds that the same was constructed on

The toll contractor claimedompensation through Arbitration and
the court of law. Civil Judge 1 Class (West) Islamabad decided
compensation in fawr of the contractor for Rs 34.290 milliamder
section 17 of theArbitration Act 1940 and directed NHAo0 pay the
amounton 19" May, 2018. NHA paid an amouf Rs 34290 million on
29" June,2018 to the decree holder M/s Sea Sole Construction Co. in
compliance of Court Orders.

There were no details of the facts on record that either the toll
plaza was constructed on NHA lamdt not. If it was constructed on
Pakistan Railways owned land than the amount of loss including
construction cost of toll plaza needs to be recovered from persons
responsible for illegal construction of toll plaza on land not owned by
NHA. And if toll plaza was constructed on land owned by NHA, then the
amount of loss needs recovery from Pakistan Railways.

This resulted in loss due tompensation paid tcontractor against
Khanewal Toll Plaza for Rs 34.290 million.

Audit pointed out the loss in July 2018he Authority did not
reply.

The matter was discussed in DAC meeting held dh8'7
November, 2018. NHA informed that the case is in court. DAC pended
the para being court case.

Audit recommends recovery of loss from the responsible under
intimationto Audit.

(DP. 105)
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2.4.% Overpayment due to measurement of inadmissible item
Rs 33.678 million

Item No0.103.2 of General Specification (Contract Specification)
provides that the areas from which stripping of topsoil is required shall be
as indicatedon the Drawings or as directed by the Engineer. The
contractor shall remove topsoil from these areas to depth as directed by
Engineer. Stripping of topsoil in any case shall be not less than 10cm in
depth. The removed topsoil shall be transported, siggabin stock piles
at locations designated by the Engineer and/or spread where indicated on
the drawings or as directed by the Engineer. Engineer shall, however
identify the soil as unsuitable through laboratory tests. The topsoil shall
be placed sepately from other excavated materials and be completely
removed to the required depth from the area prior to the beginning of
regular excavation or embankment work in that area. No payment will be
made for topsoil removed from places other than that éidebly the
Engineer. Engineer shall, however identify the soil as unsuitable through
laboratory tests, before such a decision.

Audit noted that the Authority awarded tl®nstruction of Pindi
Gheb to Tarap (Length 50.019 Km), Pack#igeto M/s LIMAK -ZKBJV
on 2F'July, 2016 at agreed cost of Rs 21,386.222 million.

Audit observed that item No.106a regarding exdamatof
unsuitable material was memed and paid for a quantity of
724,966.36cu.m @ Rs 250 per cu.m with total payment of Rs172,179,511.
During discussion with the Supervision Consultant/Project Management, it
was observed that the topsoil of natural surface was strippeat oettain
length with the thickness of 20cm to 30cm and removed material was
measured and paid under item No.106a duendoprovision of item
No0.103 regarding stripping in the BOQ. Moreover, as per approval of
NHA Board, the bid of the contractor accepted 16.33% below the
Engineerds Esti ma®@®4).( based on NHA CSA

81



The item N0.103 was required to be incorporated in B&Qugh
amendment/variation order and rate of the same item should have been
paid @ R201.10 per Cu.m (rate of item N0.103 of Attock District as per
NHA CSA-2014 Rs 240.66 per Cu.m less 16.44% below). This resulted
in overpayment of Rs 33.678 million.

Audit pointed out overpayment in August and September 2018.
The Authority repliedhatthe Project alignment passed through cultivated
fields. Top surface in roadway excavation comprised roots, stumps, weeds
and organic matter which was declared unsugtadohd removed under
BOQ item No. 106a. No provision for stripping of top surface was given
in BOQ thus not applicable.

The replywas not accepted, becaude item No0.103 regarding
striping should have been incorporated in BOQ through
amendment/variatioarder if it was not initially available in the BOQ and
its rate should be derived on the basis of NHA €&BR4.

The matter was discussed in DAC meeting held oR-13
December, 2018. DAC directed NHA to determine the rate for stripping of
earth in cosultation with Audit and recover excess payment, if any,
accordingly and verify from Audit Compliance BAC directivewas not
made till the finalization of this report.

Audit recommends compliance DAC directive.
(DP. 199)

2.4.57 Non-adjustment of rate as per work done Rs 33.330 million

Clausel . 5 of Contract A g r gradateom t for t he
Widening & Improvement of Qila SaifullaboralarWaigum Rud Section
of NHA N-70, Lotl & |1 6 provides that Suppl ement
stated in Seatin 6 - Employer's Requirements of bidding documents
which provides that Item No0.302.4.2 and 303.4.2 in pricing this item the
contractor shall assume the maximum specified quantity of asphaltic
material per square meter. The price paid for other ratesrebdpas
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directed by the Engineer will be adjusted downwards to compensate for
the actual quantity of bitumen used.

Audit noted that the Authority awarded a contract for- Up
gradation, Widening & Improvement of Qila SaifullabralarWaigum
Rud Section oNHA N-70, Lotl & Il to M/s Umer Jan & CeXuchang
Guangli and M/s Magboétarghoon (JV) at an agreement cost of
Rs 4,454.848 million and Rs 3,071.681 million respectively off 14
January 2016.

Audit observed that an item of work 3@2ime Coat and 363Back
Coat was measured and payment was made at full rate which was based
on maximum rate of spread. A review of the lab reports of spray rates
showed that Prime Coat and Tack Coat was spread at lesser rate than
maximum, hence rate adjustment was requirethdcdownward as per
aforequoted provision of contract specification. Naltherence to contract
specification caused overpayment of Rs 33.330 million.

Audit pointed out the overpayment in September 2018. The
Authority replied thai Th e Gener ans 0Spheacsi fdgrciadriiot y over
Supplementary information as stated in section 6 of the bidding
documents.in the General Specification the range of rate of spray has
been provided but in the clause of measurement the unit of measurement
shall be square meter astually covered by prime/tack coat in accordance
with these specifications. There is no such clause for adjusting the rate
downwards as per actual rate of spray in the General Specifications.

The reply was not accepted because supplementary
specificaton/information is only explanatory note of the General
Specification and having no conflict with that specification as such
reference priority of documents clause 1.5 is uncalled for, downward spray
rate is mandatory as per provision of contract which inayadjusted
accordingly.

DAC meeting was not convened despite repeated efforts by Audit.
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Audit recommends recovery of the overpaid amount.
(DP. 373)

2.4.8 Overpayment due to incorrect rate- Rs 30.289 million

Clause-12.1 of contact agreement, fddp-gradationWidening &
Improvement of Qila SaifullahoralarWaigum Rud Section of NHA N
70, Lotl, Qila Saifullah to Loralai, provides that the works shall be
measured and valued for payment in accordance with this clause. The
Engineer shall proceed imaccordance with this clause to agree or
determine the item of work applying the measurement agreed. A new rate
or price shall be appropriate for an item of work if the measured quantity
of the item is changed by more than 25% from the quantity of thisintem
the Bill of Quantities (BOQ).

Audit noted that the Authority awded a contract for Up
gradation,Widening & Improvement of Qila SaifullaboralarWaigum
Rud Section of NHA N70, Lotl, Qila Saifullah to Loralai to M/s Umer
Jan & Co-Xuchang Guanglifor an agreement cost of Rs 4,454.848
million on 14" January2016.

Audit observed that an item of work 106b excavation of
unsuitable Hard Rock was provided in the BOQ for 112,319 Cu.m which
was subsequently increased to the extent of 444,988.476 Cu.m which was
396% above the original BOQ quantity. This abnormal increegeires
re-rating as peabovementionedprovisions of contract. Neadherence to
contract caused neapplication of rerating on excessive quantities over
BOQ- Rs 30.289 million.

Audit pointed out the overpayment in September 2018. The
Authorityrepi ed t hat the c¢cl ause 12.3 fAEvaluatic
and does not bind Athe Engineero to redu
the specific contract conditions.

The reply was not accepted because NHA was bound to pay the
rate of hard rock restrialeto BOQ that was 112,319 @u When the
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guantity was increased about 300% to 400% above than the overhead cost
of the contractor decrease hence rerating at reduced cost was required to
be paid which was not done.

DAC meeting was not convened despite edpd efforts by Audit.

Audit recommendsecovery of the overpaid amount.
(DP. 429)

2.459 Unjustified payment againstdefective work- Rs 23.019 million

As per Member Construction letter datetl Becember 2016 and
the Engineer letter dated M3June 2015, and NHA Executive Board
directions made in its 288meeting held September 22, 2016 in the work
AConstruction of Shaheed Benazir Bhutto
guide banks linking M5 with N-55 near Nishtar Ghat Packaed awar de d
to M/sRMC, defective work was to be removed by the contractor.

Audi t noted that the work AConstruct
Bhutto Bridge over River Indus with guide banks linkingoNvith N-55
near Nishtar Ghat Packa§e0 was awarded to M/ s RMC anc
was signed on 18 October, 2010 with a completion period of nine (09)
months. Despite issuance of several notices to the Contractor to start the
work, the Contractor completely suspended the work in November, 2013.
On the approval of Chairman NHA, under ude 63.1, Member (C2)
i ssued notice of 0t é"MNovemberR0ild Afterof contr ac
the expiry of two years, the contractor requested for revival of the contract
on 17" February 2016. NHA Executive Board approved revival of the
contract or22™ September2016.

Audit observed that the contractor did not remove defective
asphaltic base course for 2,714 meter and restoration of aggregate base
course for a quantity of 805 cu,.ras calculated from available record.
This resulted in nomecoveryrectification of defective asphalt base course
and aggregate base course for Rs 23rhillébn.
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Audit pointed out nofrecovery in November 2018. The Authority
replied that at this stage, the case was under process for reconsideration
and no payment has been made to the contractor against aforementioned
Asphalt Base Course.

The reply was not acceptdecause NHA Executive Board revived
the contract conditionally which were not yet implemented nor cost of
defective work recovered.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends recovery of defective work undemation to
Audit.
(DP. 481)

2.4.@ Non-deduction of cost of components not used in work
Rs 22.525 million

NHA introduced a new "ltem 401(b)/507(b) Plum Concrete" which
contained the material requirement 401.2 of General Specification NHA
and construgon requirement ratio of concrete and stone shall be 70% and
30% respectively and area shall be confined with the steel plates form
work, minimum layer shall be not less than 60 centimeter. First fill
concreteup to 70% of volume of work then embed unsadilquarry stone
after proper cleaning and washing ranging from 150 mm to 300 mm.
Concrete admixture shall be used which cost deemed to be included in the
item and concrete shall be delivered through pump at site.

Accordingly an Item rate was analyzed aieiin cost was included
in the CSR 2014 which contained all above mentioned construction
requirement of Item 401 and 507.

Audit noted that National Highway Authority awarded a
work/contract forfiRehabilitation of National Highways Behraitalam
SectionN-95 Packagé (lot-1 & 1) 11.365 Km and 8.575 km financed
through ADB Loan No0.33@to M/s ZKB-TTC and M/s KAGAMC
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(Joint Venture) at an agreement cost of Rs 2,161.848 omiland
Rs 1,933.199 million on #20ctober, 2017vith date of completion on
11" October, 2019 respectively.

Audit observed that certain component of the construction
requirements were not being used at site. As cost of these components was
included in the item rate being specified requirement of the items but the
cost of these auponents vibrator, curing compound/admixture and
delivery pump needs to be deducted while making payment to the
contractor.

This resulted in nomecovery of Rs 22.525 million from the
contractor.

Audit pointed out the irregularity in August, 2018. Thatlority
replied that payment was made to the contractor as per contract rates.

The reply was not accepted because cost of equipment not used at
sitewasnot recovered/deducted.

The matter was discussed in DAC meeting held ofi 113"
December, 2018. BC directed thatProject Director Mr. Imtiaz and
Resident Engineer will verify special stipulations and rate analysis and
ensure that specifications of contract agreement have not been violated to
the satisfaction of Audit Authorities by ®®ecember, 208. Compliance
of DAC directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 143)

2.4.61 Non-encashment of performance guarantee - Rs 20.266
million

Clause 41.1 provides that contractor shall commence the work
within 14 days from the date of receipt

which shall be issued within 14 days after signing of contract agreement.
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Clause 14.1 provides that the contractor shalingt work programme
within 42 days from the date of receipt of letter of acceptance.

Audit noted that the Authority awarded (02) periodic maintenance
works on N125 for construction of bridges i.e. PR01516-NA-01 for
Rs 61.593 million and PN201516-NA-02 for Rs 141.073 million to M/s
Gullan Khel Group (GKG) in July 2017. The contractor did not take up
the works as per contractual provisions. Due to failure of contractor, the
contracts were terminated by the Member (Naitime) NHA, in March
2018 withthe condition to forfeit the performance guarantees submitted
by the contractor besides debarring the firm for bidding in NHA works for
two (02) years.

Audit observed that performance security was not encashed.
Further notification of debarring with a gy to PEC was not mad&his
resulted in to norencashment of performance guarantee due to default of
contractor of Rs 20.266 million.

Audit pointed out nofencashment of performance security bond in
August 2018. The Authority did not reply.

The matterwas discussed in DAC meeting held on""Zg"
December, 2018\NHA informed that the matter is in court of law. DAC
directed that GM NHA will pursue an early decision CompliancBAC
directivewas not made till the finalization of this report.

Audit recommends compliance DAC directive.
(DP. 242)

2.4.@ Purchase of vehicles at higher costRs 19.155 million
As per clause 52.2 of the contract agreement regarding power of
Engineer to fix rates, provided further that no change in the contract shall

be considered unless such item accounts for an amount more than 2
percent of the contract price as stated in the letter of acceptance and the
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actual quantity of work executed under the item exceed or fall short of the
guantity set out in the bill of quatyt by more than 25 percent.

During scrutiny of the accounts record of Widening and
Improvement of N25 KalatQuettaChaman Road Project (ICH),
awarded to M/s Saadullah Khan & Brothers, Audit noted that as per
contract following vehicles were reged to be provided by the contracto

at the rates mentioned below:
(Rs in million)

Quantity Type of vehicles Estimated | Quoted rate
rate of the
contractor
1 03 Door Pajero 1500 1.350
12 Toyota Double Cabin 04 WI 2.300 2.070
2 Toyota Corolla Car 1.300 1.170

Audit observed that as the quoted rates of the contractor were on
lower side as compared to Estimated rates, these vehicles were not
purchased from this contract (IGB) and were purchased from other
contracts (ICB I1&ll) through provisional sum at highiates.

This resulted in undue favour to the contractor and an extra cost to

the exchequer for Rs 19.155 million as detailed below:
(Rsin million)

Package Quoted rate
ot Tvoe of vehicles from of the Rate Excess rate Excess
y yp where Paid Per Vehicle Amount
contractor
purchased
1 03 Door Pajero | ICB-II 1.350 6.274 4924 4924
Toyota Double
9 Cabin 04 WD ICB-I 2.070 3595 1525 13728
1 | Toyota Corolla g, 1170 1673 0.503 0503
Car
Total 19.155

Audit pointed out the matter in October 2018. The Authority
replied that the KalaQuettaChaman Road Project {Rb) comprises of
four Contract Packages i.e. 1GB ICB-Il, ICB-lll & ICB-IV with
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different needs. The Variations were made with the apprdwampetent
authority duly approved through Variation Order # 01. Besides, the
variation resulted in an overall saving of Rs 13.657 million, since only 05
vehicles vere purchased instead of dbvehicles through variation order.

The reply was not accegit because, as the quoted rates of the
contractor were on lower side as compared to estimated rates, these
vehicles were not purchased from this contractor and were purchased from
other contracts through provisional sum at higher rates. This resulted in
undue favour to the contractor and an extra cost to the exchequer for
Rs 19.155 million.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsecovery of the extra cost.
(DP. 399)

2.4.63 Overpayment due tohigher rate - Rs 18.811 million

Clause 52.1 COC Paltprovides that all variations and any
additions to the contract price which are required to be determined in
accordance with clause 52 (for the purpose of this clause referred to as
varied work) shall be valued tite rates and prices set out in the contract.
Clause 52.1 of COC Palit provides that where the contract provides for
the payment of the contract price in local currency only, and varied work
is valued at or on the basis of the rates and prices sat th# contract,
payment for such varied work shall be made in local currency specified in
the appendiB to bid for payment of the contract price.

Audit noted that the Bugdradationi t y
widening and construction ddurabBasimaNagPanjgurHoshab Road
Project N85 Section | to Section IV 1B packagesto M/s FWO vide
letter of acceptance dated™.8une, 2007or Rs 17,454.018 million
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Audit noted that the contractor quoted its rates for item No. 106a
AExcavate wummosnuirmatbd rei aclooper @.nmAgainst 6 7. 020
the CSR rate of Rs 143.@&r cu.mi.e. 16.27% above on CSR.

Audi t observed that an item No. 1060Db
medi um rock material o was not provided f
was allowed to be ecuted through variation order @ Rs 418.320 per
cu.m instead of admissible rate of Rs 40981 cu.m This resulted in an
overpayment of Rs 18.811 million.

Audit pointed out overpayment in January 2018. The Authority
replied that the rate was paid afégproval of the competent authority.

The reply was not acceptable as the payment was required to be
made in accordance with the clause 52.1 of the contract agreement by
deriving rate of item from the BOQ/CSR which was available in CSR.
Payment was madmn higher side.

The matter was discussed in DAC meeting held &h8"7
November, 2018. DAC directed NHA to provide rate analysis to Audit
and pended the para for verification of record by 21st Nov, 2018
Compliance ofDAC directive was not made till thdinalization of this
report.

Audit recommends compliance DAC directive.
(DP. 22)

2.4.64 Loss due toexcessmeasurement of itemof work - Rs 17.326
million

ltem 309.3.1 of NHA general specification provides that the
guantity of cold milling to be paid shall be measured by the number of
square meters of area milled and cleaned as described above, as per
drawings or as directed by the Engineer. No allowantiebeigiven for
milling outside the approved limit. Any such area milled beyond approved
limits, shall be reinstated by the Contractor at his own expense. The
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accepted quantity measured as provided above shall be paid at the contract
unit price per squammeter of cold milling for the pay items under 309a to
309c¢ from0-30mm to 670mm and in the BQ.

Para 2.2 of Chapter 2 NHA code Mbldefines the cold milling is
required only for removal of ruts or levep overlay in wheel paths.

Audit noted that Geeral Manager, Sindh North, NHA Sukkur
awarded periodic maintenance contracts Nos:2BW616-SN-0 1 0 , n020
and A040 to M/'s HRK & Company at an
on 3F'January, 2017.

Audit further noted that item 309a cold milling30 mm and item
309b in two layers were executed on given RDs for a quantity of 110476.2
sg.m and 221536 sg.m on entire width of 7.30 meter respectively.

Audit observed that the said item was shown measured for milling
up to 130 mm on entire width and lengthcarriageway, but as per NHA
specification & in CSR item of cold milling was provided maximum up to
0-70 mm therefore, miling beyond the sged depth was not
practicabledconomical. Execution/measurement of item beyond
specification/CSR caused unjfied measurements/ payment of
Rs 17.326 million.

Audit pointed out loss in December 2018. The Authority replied

thatperi odi ¢ mai ntenance contracts havi

overlayo which includes r emowvlal of
milling and laying on fresh asphaltic layers of 5cm ACWC and 8cm
ACBC layers for the proper treatment of pavement, which was not
possible by applying only-80mm cold milling. Further, as per NHA
specifications there was no restriction for applicat@dn0-50mm cold

milling in two layers to achieve the desired thickness for laying Asphalt
layers.

The reply was not accepted because as only three items of cold
milling was provided in the CSR from3Dmm, 050 mm and &/0 mm
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which reflects the maximum egution of @70mm milling through this
method. Execution beyond-imm was not covered in CSR and in
accordance with NHA General Specifications.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsecovery of the amount iolwed.
(DP. 488)

2.4.6 Overpayment due to separate measurement ofbuilt-in
component- Rs 15.217 million

Item No. 407.3.8 General Specification NHA provides that test
piles which are shown on the Drawings or ordered by the Engineer shall
conform to tle requirements for piling as specified and shall be so located
that they may be cuiff and become a part of the completed structure.
407.3.2bi Fabrication of Permanent Lining further provides that if shown
on the drawings, the contractor shall provideeamanent lining suitably
formed of ten (10) mm minimum thickness mild steel plate complying
with B.S 4360.

Parab AppendixD to Bidi Preamble BOQ of contract agreement
stipulates that the whole cost of complying with the provisions of the
contract shalbe included in the items provided in the priced BOQ, and
where no items are provided, the cost shall be deemed to be distributed
among the rates and prices entered for the related items of the works.

Audit noted that National Highway Authority awarde@o
contracts for construction of Burhattakla to D.l. Khan Motorway, (Tarap
to Kot Bailian 52.5 KM Section) Packagk and (Rehmani Khel to Yarak
56 KM Section) Packageto M/s FWO and M/s National Logistic Cell
(NLC) at a cost of Rs 20,628.942 millieend Rs 13,257.000 million
respectively.

Audit observed during the review of the interim payment
certificates and measurement books that an item of work eleven (11) and
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three (03) test piles were casted by using the BOQ item 407, 401 Concrete
Class A3 andpaid to the contractor without provision in the
drawings/BOQ, and also permanent casing was also shown measured/paid
over these piles. Neprovision of the item in the BOQ is indicative that
cost of test piles was included in the other item of wami it was not
separately masureable for payment of Rs 12.367 million and Rs 2.850
million respectively. This resulted in overpayment of Rs 15.217 million

Audit pointed out the irregularity in January, 2018. The Authority
replied that vide item No0.407.4.2ettpayment for Test pile and the Load
test have been mentioned separately. For Test pile it is mentioned that the
Test pile whether or not used in the complete structure, are constructed
adjacent to structure as per requirements of the contract documibiesha
paid at the contract unit price for pile installation. For the Load test, it is
mentioned that Load test shall be paid for at the contact unit price for pile
load tests, either one and half (1.5) times or two (02) times the design
load. The unit prie for test loading to three (03) times the design load
shall include the total load test with all load increments as described in
item 407.3.9. In light of the above the contactor has been compensated
separately for the Test pile and for the Load tesekarcution btest pile
and load test. As faas payment for the casing is concerned, it has not
been made.

The reply was not tenable as there was no provision
drawing/design/BOQ of Item No0.407g Test Piles. As such it was not
separately measurable/payabieaccordance with the clause 5 Appendix
D to Bid as its cost was deemed to be distributed among the other item of
work.

The matter was discussed in DAC meeting held dh8'7
November, 2018. DAC pended the para for verification of priority of
documentsas per clauses of contra@ompliance ofDAC directivewas
not made till the finalization of this report.

Audit recommends compliance DAC directive.
(DP. 77)
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2.4.6 Overpayment due to excessive width of itemRs 15.055 million

According to Par&09 (d) of CPWA code all payments for work
done or supplies are made on the basis of quantities recorded in the MB. It
was incumbent upon the person taking measurements to record the
guantities clearly and accurately. He would also work out and entee in th
MB the figure for contents or area column.

Audit noted that the Project Director Lyari Expressway, NHA
Kar achi measured an item of work 510(a) ¢
of unsuitable structure & oObstructiondo ir
length walls by taking walls width up to 0.96 meter for a total quantity of
16,591.04 Cu.m. Similarly, the same item was measured in IPC No. 49 by
taking structure/obstruction/walls up to 0.96 meter for a length of
19,639.54 meter for a quantity of 27,992@2.m.

Audit observed that Project Director measured the width of
demolishing of obstruction/structure up to 0.96 meter which was not
justified/admissible because walls of ordinary homes have a width of not
more than 0.30 meter. Measurement of unjustiiredimissible excessive
width of walls resulted in an overpayment of Rs 15.055 million.

Audit pointed out the overpayment in November 2018. The
Authority replied that the Project was located in thickly populated area
beside river bank where the demolitimf heavy built in structure of
houses, mosques and other massive encroached portions was performed.
During execution measurement of the individual house structure was quite
hard, for that after joint discussion and as per site condition a dimension of
block (outer wall) was prepared and measured accordingly. The
measurement was taken as per actual. However, if any, recovery will be
effective from the next IPC.

The reply was not accepted because as recording of detalil
measurement was nit block. Theouter walls widthrecorded by taking
0.6 to 0.9 meter was on very higher side which showed baseless record
entry against the actual practicable construction. Further, during
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discussion the project director agreed with audit stance and promised to
re-measue the item of work for actual recovery.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsecovery of the overpaid amount.
(DP. 335)

2.4.6/ Non-recovery of cost of steel from the item- Rs 14.069
million

According to Typical approved Construction Drawings, New
Jersey Barrier was to be constructed without steel. Moreover, steel cost
was also being recovered in the all other packages due 1atiti@ation of
steel in the new jersey barrier, as evident from the M/S MESPesign
Review and Construction Supervision Consultant of PacKfgeetter
N0.3737/103/JUH/26/9501 dated 16.10.2017 under which, the contractor
of Packagdll was asked to recover the cost of steel @ 2k@per linear
meter.

Audit noted that wrk Construction of Yarik to Rehmani Khel
Packagd (Length 55 Km)was awarded td/s M/s NLC on 08 June,
2016 at agreed cost of R8,257 million.

Audit observed that the item N&®1(a)i regarding New Jersey
Barrier, reportedly, was being executed endPackage without steel.
However, the cost of 143,157.875kg steeillt-in underthe said BOQ
item, was not recovered from the contractor. This resulted in te non
recovery of cost of steel amounting to Rs069 million.

Audit pointed out the nerecovery in August and September 2018.
The Authority repliedthat New Jersey (NJBarrier was not reflected in
Tender Drawing as well as construction drawing however the rate of NJ
Barrier is part of BOQ. At later stage the drawing of NJ Barrier was issued
by M/s NESPAK with steel size No. 4 @ 300 c/c vertical and 3 No. 4 bars
horizontal which has been fixed.
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The reply was not accepted because according to typical approved
Construction Drawings, New Jersey Barrier was to be constructed without
steel. Moeover, steel cost was also being recovered in the all other
packages due to nartilization of steel in the new jersey barrier, as
evident from the M/S NESPAK (Design Review and Construction
Supervision Consultant of Packadp letter No.3737/103/JUH/26501
dated 16.10.2017 under which, the contractor of Packbgmas asked to
recover the cost of steel @ 27 &pperlinear meter

The matter was discussed in DAC meeting held oR-13
December, 2018. DAC directed NHA to call for the Design Consultant in
the next meeting for proper explanation to the Committee regarding the
under discussion matter

Audit recommendsecovery of overpaid amount
(DP. 211)

2.468 Non-recovery due tonon-compliance of contract provisions-
Rs 13.800 million

As per Instructions to Bidder B3, An expenditure of Rs 0.8
million will be borne by the successful bidder for renovation of NHA
offices in Balochistan North region without claiming any cosmfrthe
Employer. The above instruction was varied from work to work. In some
works the amount was Rs 0.5 million and in some works provision of the
vehicle was given.

Audit noted that the Geeral Manager (Maintenance) Balustan,
NHA, Quetta, awarded arekecuted various Routine Maintenance works
during the year 20118 with the above noted conditions.

Audit observed that in no case the contractors have provided above
noted facilities to the EmployetNo recovery has been made by the
Authority on this acount. This resulted in nemcovery from the
contractors on account btiilt-in provision in Routine Maintenance works
involving Rs 13.800 million.
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Audit pointed out the matter i©ctober2018. The Authority
replied thatall the contractors have depesltthe requisite amount in the
form of Bank pay orders and handed over required vehicle of their
respective contract.

Thereply was not accepted because no record in support of reply
was produced for verification. Moreover, the purchase of vehiclaasiga
maintenance contracts was not covered under the rules and procedure for
procurement of vehicles.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsrecovery besides action against persons
responsible for violation afontract agreement.
(DP. 420)

2.469 Excess payment due to excess executioRs 12.075 million

As per detaéd estimat@lesignand BOQ of the contract Pi2014
15BS0 1, an item of work 209a fABreaking of
was provided @Rs611 per cu.m.

Audit noted that the Authority awarded contract RM415BS-
01 to M/s HRK & Co at an agreed cost of Rs 348.914 million for
functional overlay on given RDs.

Audit observed that GM (West Makran), Gwadar measured and
paid a nomBOQ iten NoO . 309 ACold millingo for a
sg.m @ Rs 188.09/sq.m for Rs 14.417 million up to 9th running bill
instead of provided item No. 209a Breaking of existing road structure as
per provision for Rs 2.342 million.

Audit pointed out excess paent in January 2018. The Authority

replied that only wearing coarse was needed in some locations, therefore
as per technical requirement cold milling was incorporated through VO
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having zero financial effect and executed instead of breaking of existing
ground.

The reply was not accepted because the existing asphaltic wearing
course layer having thickness of 5cm which was not justified to be
removed complete thickness of 5cm through cold milling rather to execute
the provided item of breaking of existingad pavement structure.

Furthermore, regional authority was not empowered to substitute
the items of work of periodic maintenance awarded by NHA HQ,
Islamabad duly approved by NHA Executive Board in light of para 3h of
progress review minutes of mewddiof south & west zones held on'23
December 2015 at NHA HQ circulated vide letter dated 30th December
2015 and was required to be regularized by NHA head office.

The matter was discussed in DAC meeting held &h8"7
November, 2018. DAC directed NH#£ get the record verified from
Audit by 21st November, 201&ompliance ofDAC directive was not
made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 44)

2.4.0 Unjustified payment of items of work- Rs 11.655 million

As per appendiD to Bid, bill of quantities preamble to bid clause

5 Athe whole cost of complying with

included in the items provided in the priced bill of quantities and where no
items are provided, the cost shall be deemed to be distributed among the
rates and prices entered for the related items of works.

Audit noted that the Authority awarded a contract No.-BE0M4
15-SS02 to M/s Niaz Khan & Brothers at an agreed cost of Rs4B81
million. Audit further noted thataneBROQ it em No. 302a
prime coato was measured and paid
Rs 11.655 million.
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Audit observed that in accordance with preamble of BOQ, separate
payment forbituminous, left over/beyond BOQ provision was not payable
as the cost thereof deemed distributed among other asphaltic items of
work. This resulted in an overpayment of Rs 11.655 million.

Audit pointed out overpayment in January 2018. The Authority
replied that initially in original BOQ the quantities of Water Bound
Macadam were taken for shoulders on either side and after placing the
same, DST was to be carried out on both shoulders as per the BOQ.
However as per actual site conditions the roadway redux-Slope to
improve the profile and to match with the newly constructed north bound
carriageway. Therefore, the quantities of WBM wereappropriated to
raise the profile of existing carriageway and before the placement of
Asphaltic Base Course on cageway, Iltem No. 302a (Cut back asphaltic
bituminous prime coat) was required to be placed on WBM to coat and
bound loose material particles on the surface of WBM and eventually to
harden the base surface and to plug capillary voids in the WBM Surface
and finally to prevent migration of moisture and to provide adhesion
between the WBM and ABC. Hence, Item No 302a was incorporated as
Non-BOQ Item in the Variation Order.

The reply was not accepted because the asphalt base course Plant
mix was already pnaded in the original BOQ/>XSection/Estimates. The
prime coat was not provided in theSéction, detail estimates and BOQ;
the contractor quoted its rates in accordance with #&®=etion and BOQ
of the contract. Preamble to bid document clearly statdstiikeawhole
cost of complying with the provision of the contract shall be included in
the items provided in the priced bill of quantities and where no items are
provided, the cost shall be deemed to be distributed among the rates and
prices entered for theelated items of works.

The matter was discussed in DAC meeting held dh8'7
November, 2018. DAC directed NHA to get thecorl verified from
Audit by 2F' November, 2018Compliance ofDAC directive was not
made till the finalization of this report.
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Audit recommads compliance of DA@irective.
(DP. 59)

2.4.71 Unjustified charging of expenditure to the project- Rs 10.322
million

Trial balance of the proje¢tyakmach to Kharan Roadrovides
that it is necessary, from time to time, to chebke General Ledger for
accuracy. The process of drawing upial balancechecks the arithmetic
accuracy of the general ledger and whether all postings to the ledger
observed the rules of doubdmtry book keeping.

Audit observed that NHA made paymeritRs 6.771 million on
accountof vehicles and amount of Rs531 million on account of
depreciation on vehicles respectively and charged to the project during the
year 201718. It is pointed out that vehicles for the project were procured
through Bill No.7 which is accounted for in the cost of the work
done/project. Hence, the separate charging of vehicles and its depreciation
to the project was unjustified as no documents/vouchers in support of this
transaction were found available in the record #wwinaion did not
produce the said record despite persistent demand.

Audit furthe observed that a debit of R8800 million was shown
to interoffice current account i.e. pay &ll@vances and a credit of
Rs 9800 million in the trial balance under the heafl salaries in the
month of June, 2018, but no supporting documents were found available
thereof. Noradherence to financial manual caused unauthorized charging
of expenditure of Rs 10.322 million to the project

Audit pointed out theinauthorized chaegn September 2018. The
Authority did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends rectification of accounts/proper charge.
(DP. 325)
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2.4.72 Lossdue to delayed payment chargesRs 9.298 million

As per Para 63 Chapter 6 of NHA Code Voluimall cases of
compensation involving expenditure exceeding Rs 20,000 in each case
shall be brought to the notice of the Board. Further, as per Para 3 Chapter
10 of ibid provides that, Every loss shall be sanctiobg the competent
authority in consultation with the Member (Finance) even if the entire loss
is made good by the individ{a) held responsible by the competent
executive authorities.

Audit noted during scrutiny of account record of GM (B&A) NHA
Islamédad that the authority paid an amount of Rs 9.298 million on the
account of delayed payment charges for the  works
Construction/Improvement of Road from Hyderabad Badin Road to
MirwahSanj ar Chang Road Projecto and fAConst
Road from Hyerabad Badin Road to Mirwgha nj ar Chang Road Pr o]
respectively. This resulted in to loss to Authority of Rs 9.298 million

Audit pointed out the irregularity in May, 2018 the Authority
replied that there were usually some shortcomings/observatiaihg duil
the same was returned to project authorities. Further the delay in issuance
of cheque to the contractor is mainly depends upon availability of funds
received from the Government.

The reply was not accepted because NHA received one liner
budget ® separate allocation for each project was not involved. The
penalty for delay payment was due to negligence of Finance Section. The
matter needs to be probed to recoup the loss.

DAC meeting was not convened despite repeated efforts by Audit.
Audit reeommends for fixing of responsibility besides recovery of

loss from the responsible.
(DP. 352)
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2.4.73 Excess payment due to inadmissible items of workRs 8.610
million

As per NHA General Specification, 108.4.2(b) the pay item
include cost of excavatiohauling, dumping, spreading, watering, rolling,
labour, equipment, tools and incidental necessary to complete this item.
Iltem No. 108.3.2 of General Specification NHA provides that
embankment formed of material consisting predominantly of rock
fragment ofsuch size that the material cannot be placed in layers of the
thickness prescribed without crushing, pulverizing or further breaking
down the pieces, such material may be placed in layers not exceeding in
thickness than the approximate average size dfsregcept that no layer
shall exceed eighty (80) centimeters of loose measurement and compacted
by a vibratory roller with the minimum mass.

Item - 107.1- General Specification NHA provides that Structural
Excavation shall include the disposingexfcavated material, which is not
required for backfill, in a manner and in locations so as not to affect the
carrying capacity of any channel and not to be unsightly.

Audit noted that National Highway Authority awarded a work for
fiRehabilitation of Natioal Highways BehraiKalam Section MNB5
Packagd (lot-)0 to M/s ZKB-TTC, (JV) at an agreement cost of
Rs 2,161.848 million.

Audit observed that the Authority made an excess payment to the
contractor on account of inadmissible item of work involving 8310
million as below:

(Rs in million)
DP No. Description Amount
146 In-admissible provision of item 108 Backf 4.695
behind Retaining Walls from Roadway/Borrg
Rock & Common Material
147 In-admissible provision of item 108b Formati 3.915
of embankment from unclassified roadwa
excavation (prelominant rock fragment)

Total 8.610
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Audit pointed out the irregularity in August, 2018. The Authority
did not reply.

The matter was discussed in DAC meeting held ofi&123"
December, 2018. DAC directed that a committee under CFAO comprising
Member (EGNHA), SO(F&A) will ascertain the validity of corrigendum
to the general specifications of NHA and confirm the application of rate
whether it should be according to item #107.08. DAC directed that the
committee will fix the responsibility for apparently fictitious
measurements and recommend action accordingly BylaBuary, 2019.
Compliance ofDAC directive was not made till the finalization of this
report.

Audit recommedscompliance of DAQirective.

2.4.7 Unjustified payment of tack coat- Rs 7.813 million

As per NHA General Specification 304.4.2, the aggregate and
asphaltic material measured shall be paid for at the contract unit price per
square meter for a partilar item shown on the bill of quantities, which
payment shall be full compensation for furnishing all labour, materials,
tools equipment and incidental for performing all the work in the
construction of bituminous surface treatment or seal coat complete i
place and according to specification, including priming of surface.

Audit noted that the Geeral Manager (Maintenance) Balostan,
NHA, Quetta, awarded the work PRD1516-BN-04-N-65 to M/s H.R.K
& Co. and PM201516-BN-06-N-40 to M/s Haji Noorullah Bach & Co
JV. The scope of works was cold milling of existing road and then
execution of DST, Tack Coat and Wearing Course.

Audit observed that the Authority provided Double Surface
Treatment on carriageway as crack relief layer and then executed Tack
Cod before Asphalt Concrete Wearing Course. Audit is of the view that as
per above specification when DST was carried out there was no need to
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execute Prime Coat/Tack Coat. This resulted in overpayment due to
inadmissible item Rs 7.813 million.

Audit pointed out the matter irOctober 2018. The Authority
replied thathe Double Surface Treatment (DST) on carriageway as Crack
Relief Layer was provided in original approved design as per site
requirement . Surface treatments as per |
Bituminous/Prime Coat is applied on existing surface before laying of
aggregate layer, therefore, the finished surface top aggregate layer lacks
any bonding material. Therefore the approved design included Prime Coat
as a bonding material between applfesphaltic wearing course and DST
top aggregate layer.

The reply was not accepted because as per specification in the item
of DST, including priming of surface and rate of this viadt-in in the
rate of the said item. Thus, separate payment of tackvasanhot required.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends recovenf the overpaid amount
(DP. 415)

2.4. 5 Overpayment due to allowing higher rate of material -
Rs 7.403 million

The contractor(M/s FWO)f or t he wor k AConstructi ol
Expresswayo -1& aMayp€06,dncludiRgCsecured advance
for o6item M®bB ek@Péantsi(oin) jMintd for 820 me
per meter against the BOQ rate of Rs 15,000 per meter.

Audit noted thathe wak was awarded to M/s FWO for contract
amount of Rs 4,892.214 millionh€& contractowas paid lastly IP&1 for
Rs 8,773.792 million on 18April, 2018.

Audit observed that the contractor was paid the itemxpansion

joint for a quantity of570.76meter @ Rs 27,970.80 per metkr which
secured advance wgsaid to the contractor @ Rs 15,000 per meter
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previously. This resulted in an overpayment of Rs 7.403 milligts
27,970.80° Rs 15,000=12,970.80 x 570.76)

Audit pointed out overpayment in Nawber 2018. The Authority
admitted recovery and promisedeffectrecovey in the next IPC.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends recovery tfe overpaid amount.
(DP. 338)

2.4. /6 Payment of plantation of 1,000 trees without actual executioii
Rs 6.960 million

As per contract agreement for t he
Improvement of N25 KalatQuettaChaman Road Project (ICBI | ) 0
clause SW6 A Furni shing & Planting Treeso cl a
payment to ontractor for accepted and grown up plants/trees as per
specification therein will be released 50% on substantial completion and
50% on the expiry of the maintenance period of one year.

During scrutiny of the accounts record of Widening and
Improvement of N-25 KalatQuettaChaman Road Project (ICH),
awarded to M/s Saadullah Khan & Brothers, Audit noted that the
contractor was paid item of furnishing and planting trees including
maintenance during the duration of contract for 1000 trees @Rs 4800 per
tree for Rs 4,800,000 (Paid for 800 trees upto last IPC and measured and
included in the cost of 1000 trees in the final bill not yet paid).

Audit observed that the payment was made without fulfilling the
formalities as required under the provisiongoftract referred above i.e.
50% on substantial completion and 50% on the expiry of the maintenance
period of one year. Site of tree plantation was visited by Audit team
alongwith the Project Director concerned on 23.10 2018 and it was found
that there wagso evidence of a single tree planted at site of work.
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Audit pointed out overpayment in October 2018. The Authority
replied that the site of 1000 tree plantation does not present any evidence
of tree plantation is agreed. However, following needs toobsidered as
well:

1 Project was taken over by NHA w.e.f 31.10.2010 after tree
plantation.

1 Defect Liability Periodof the project expired on 31.10.2011.

1 Team Leader M/s SMEC and Project Director conveyed that
Defect Liability Period of the project is expig and trees
planted by M/s SKB on ICBII need proper maintenance. PD
(KQC) initiated a Note sheet for proper maintenance of said.

T Balochistanés environment especiall
conducive for plantation. Thus the trees could not further
grow.

The reply was not accepted because as per provisions of contract
referred above trees were to be planted and maintained till expiry of the
defect liability period. Payment of tree plantation was to be made 50% on
substantial completion and 50% on #piry of the maintenance period
of one year. But full (100%) payment was made to the contractor before
substantial completion of woskhichwas not admissible

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsrecovery lesides fixing of responsibility
against persons at fault.
(DP. 397)

Others

2.4.77 Irregular adjustment of loan towards PSDP allocations -
Rs 71,079.304 million

According to Chaptetl of NHA Code (Voll) regarding
Procedure for arranging finances for the Authority, the Annual
Development Program of the Authority is being financed out of the Cash
Development Loans advanced every year by the Government of Pakistan,
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Foreign | oans, Foreign relent |l oans and

obtained in accordance with the agreements signed by the Authority with
various local/foreign firms for constructions of projects. Each loan has its
own terms and conditions as to rgpeent and the rates of interest.

While chalking out the Annual Development Program, priority in
respect of fund allocation shall be given to those ongoing projects which
are nearing completiogso that necessary funds for repayment of the loans
and the iterest accrued thereaould be generated through levy of tolls/
other charges on these completed projects.

Audit noted that NHA was allocated a sum of Rs 239,570.337
million in PSDP (LC) in the budget allocation for the yexi1718.

Audit observed hat Finance Division Government of Pakistan
issued sanctions for placement of amount of Rs 199,130.334 million as
development loan to NHA in the assignment Account No. Z11ifled
ANati onal Hi ghway Aut hori t-¥8oandf or t he
Rs 71,078B04 million was adjusted against CDL. After adjustment net
amount of Rs 128,051.030 million was released during the financial year
201718. The loan was being provided to NHA with financial terms &
conditions that the loan will be recoverable in 20 yemith five years
grace period for interest and ten years on repayment of principal loan
amount. The interest will be chargeable at the prevailing rate announced
by the government for respective years.

Audit further observed that the Finance Division whitleasing of
Cash Development Loans to NHA during financial year 208 adjusted
an amount of Rs 71,079.304 million on account of recovery of
loan/interest on Cash loans/recovery of foreign loan/interest on foreign
loan at source. The adjustment of l@rsource seems not in line with the
NHA Code which provides that funds for repayment of loans and the
interest accrued thereon was to be generated by NHA through levy of
tolls/other charges on these completed projects. But NHA was not
repaying of loansrad interest accrued thereon. This resulted into irregular
adjustment of development loan towards recovery of debt service charges
for Rs 71,079.304 million which will affect the development projects.
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Audit pointed out the matter of irregular adjustment o
development loan in November, 2018. The Authority did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends that NHA should take up the issue with
Finance Division to evolve a mechanism for repayment of CDL sathat
direct adjustment of PSDP funds is made which have adverse bearing on
the achievement of development targets set in the PSDP. Further, NHA
should take concrete steps to improve its revenue enabling repayment of
CDL in timely manner so that cash flowsrfplanned development
activities are not adversely affected.

(DP. 425)
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CHAPTER 3
CAPITAL DEVELOPMENT AUTHORITY /
METROPOLITAN CORPORATION ISLAMABAD
(MINISTRY OF INTERIOR)

3.1 Introduction

Capital Development Authority (CDA), established under the
CDA Ordinance promulgated on 23une, 1960, is governed through an
Executive Board, constituted by the Federal Government, under Section 6
of CDA Ordinance, 1960As per notification vide S.R.O 1(2016) dated
14" June, 2016 by the Government of Pakistannisiiy of Interior,
twentythree (23) Directorates of CDA were placed under the
administrative control of the Mayor of Metropolitan Corporation
Islamabad (MCI) along with all rights, assets and liabilities by virtue of
Islamabad Capital Territory local @ernment Act 2015 with immediate
effect. However, due to administrative reasons, financial arrangements are
still under CDA and practical distribution of work is yet to be finalized.

As per Scheduld of Rules of Business, 1973 (amendegd to
January R19) CDA and MCI are under the administrative control of
Ministry of Interior (Interior Division)

The major objectives/services entrusted to CDA include:

Development of new Sectors

Municipal Services

Allotment and transfer of plots

Maintenance of Seats

Provision of health and medical services in Islamabad and
Federal Capital Territory

Traffic engineering and signals control

Rescue Service 1122 in Islamabad

= =4 4 -4

= =
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Financial Advisor/Member (Finance), CDA is-@harge of the
Finance/Accounts Wing and is resyible for preparation of budget and
allocation/distribution of funds to different Divisions/Formations.

Major resources of receipts of CDA include:

1 Revenue generated from sale of plots, municipal receipts,
sanitation  receipts, environmental/horticuéé  receipts,
property tax, water charges, conservancy charges,
interest/markup, commercial receipts (rent from shopping
centers, bus stands), etc.,

1 Grantin-aid from Federal Government for development
purpose through Public Sector Development Programme,

1 Grantin-aid from Federal Government for maintenance of
specified government buildings (Maintenance Grant).
3.2 Comments on Budget and Accounts (Variance Analysis)

Comments on Receipt and Expenditure Account for the financial
year 201718 are as under:

(A) Expenditure:

Budget allocation and expenditure for the financial year 28L&
shown in the table below:
(Rs in million)

Type of Budget Actl_JaI Actual Variation* Excess/
. Receipt of : Excess/ | (Saving)
Funds Allocation f Expenditure . SN
unds (Saving) in %
(A) Non-Development
Revenue
Account 2,967.730| 5,075.122| 12,925.703 | 7,850.581| 154.68
(CDA)
Maintenance
Grant 2,197.00 | 1,809.838| 2,420.648 610.81 33.75
(GOP)
Pak. Metro 1,410.671| 1,410.671 . :
Bus System
(S:)bTotaI 5,164.73 | 8,295.631| 16,757.022 | 8,461.391| 101.99
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Actual Actual Variation* | Excess/
Receipt of Excess/ | (Saving)

funds Expenditure (Saving) in %

Type of Budget
Funds Allocation

(B) Development

PSDP 599.82 179.253 179.253 - -

ﬁ_e'f' . 26,379.77 9,554.256/  3,332.688 (6,221.568) (65.12
Inancing
(S;)MOta' 26,979.59 | 9,733.509  3,511.941| (6,221.568) (63.2)
Total

32,144.32 18,029.14 20,268.963 2,239.823 12.42
(A) +(B)

(C) Non-Budget

Other debts 3,693.436 3,177.917 (515.519) | (13.%)
and deposits

Remittance - 1,446.051 - (1,446.051) (100)

(Sg)bTOta' i 5139.487| 3,177.917 | (1,961.57)| (38.17)
%‘:‘;}d 3214432 23.168.627 23,446.88 278.253] 1.20

* Variation figures represent difference of actual receipt of funds and
actual expenditure.

Comments on OReceipt and Expenditure .,
year 201718 are as under:

i. Under nordevelopment head,ufds of Rs 8,295.631
million were receivedduring 201718. Expenditure of
Rs 16,757.022 million was incurred with an excess of
Rs 8,461.391 million (101.99%).

il. Funds of Rs 599.82 million were allocated in the Public
Sector Development Programme for the year 2047
against which funds of Rs 179.253 million were released
and expenditure of Rs 179.253 million (100%) was
incurred.

iii.  An allocation of Rs 26,379.770iltion was earmarked for
the devel opment acti-Finaresci nugndder t
against which, actual funds of Rs 9,554.256 million
(63.782%) were realized but an expenditure of Rs 3,332.688
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(B)

Vi.

million was incurred. This indicated ah CDA could only
acheve 34.88 of planned targets/objectives of
development activities.

CDA Board approved development budget for financial year
201718 for Rs 28979.59 million, which was 83.93 of the

total budget of Rs 32,144.32 million. Audit observed that
key milestones envisaged in the original budget estimates
for 201718 were not materialized. CDA incurred
development expenditure of Rs 3,511.941 million which
was 15.83% of the original delopment budget estimates of
Rs 26,979.59 millionFinancial managers of CDA did not
conduct proper exercise to review their financial resources
keeping in view the quantum of receipts and expenditure.

The development funds were not fully utilized dgri2017

18 and there was a saving of Rs 6,221.568 million (65.12%).
On the other hand, there was an excess of Rs 8,461.391
million (101.998%) in nofdevelopment budget. This
indicated that nowlevelopment expenditure was on rise and
development activities &e not being given priority.

Federal Government did not release any amount for
Metropolitan Corporation Islamabad (MCI) during financial
year 201718. An expenditure of Rs 5,999.640 million was
booked by the CDA against MCeparate accounts of MCI
were not maintained.

Receipts:

Receipts of CDA from its own resources are as follows:

(Rs in million)

Description 201617 201718
Self-Financing Sector
Estimated Receipts 28,617.210 26,379.77
Actual Receipts 18,765.591 9,554.256
Shortfall 9,851.619 16,825.514
Shortfall in %age 34.426 63.78
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Description 201617 201718

Other Receipts

Estimated Receipts 3,685.110 2,967.73
Actual Receipts 5,821.790 5,075.122
Shortfall/(Excess) (2,136.68) (2,107.392)
Shortfall/(Excess) in %ag (57.981) (71.01)
Total Receipts

Estimated Receipts 32,302.320 29,347.50
Actual Receipts 24,587.381 14,629.378
Shortfall 7,714.939 14,718.122
Shortfall/(Excess) in %ag 23.88 50.15

I. As per CDA account for the year 2013, the estimated
receipts under seffinancing were Rs 26,379.77 million against
which a sum of Rs 9,554.256 million was actually realized
(63.78% of the estimates) and esti ms
Rs 2,967.73 milbn while Rs 5,075.122 million were realized
(71.01% above of the estimates). This showed an excess of
Rs 2,107.392 million (71.01%) in col

ii. There was a shortfall of Rs 14,718.922 million (50.15%)
against overall estimated réges of Rs 29,347.50 million as
the Authority could generate a revenue of only
Rs 14,629.378 million during 20118. This indicated that
either the estimates of receipts were overambitious/unrealistic
or the Authority could not exploit the available resms to
derive due benefits. CDA should improve and rationalize
mechanism of estimation and realization of revenues.
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33 Brief comment s on t he status
directives
Compliance position of PACOs di
to CDA is as under:
Year Audit Paras Compliance
Total discussed made | awaited | percentage
198889 07 07 04 03 57.14
198990 04 04 04 - 100
21 21 21 - 100
199091 SAR-9 9 8 1 88.89
199192 17 17 12 05 70.59
199293 37 37 37 - 100
199394 57 57 07 50 12.28
199495 15 15 09 06 60
199596 28 28 01 27 3.57
32 32 27 5 84.38
199697 SAR 05 05 - 100
PAR 01 - 01 -
199798 312 312 214 98 68.58
79 79 63 16 79.75
199899 2 SAR 2 SAR 1 SAR 1 SAR 50.00
86 86 57 29 66.28
199300 1 SAR 1 SAR 1 SAR - 100
2 PAR 2 PAR 2 PAR 2 PAR -
73 73 58 15 79.45
200001 184 SAR 184 108 76 58.69
200102 45 45 42 03 93.33
200203 14 14 10 04 71.43
27 27 16 11 59.26
200304 22 SAR 22 19 03 86.36
05 PAR 05 04 01 80.0
200405 29 29 18 11 62.06
200506 57 57 44 13 77.19
200607 39 39 19 20 48.72
200708 33 33 17 16 51.52
200910 54 54 39 15 72.22
200508
(200910) 94 SAR 94 54 40 57.45
77 77 14 63 18.18
201011 36 PAR 36 28 08 77.78
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Year Audit Paras Compliance
Total discussed made | awaited | percentage
18 PAR 18 11 7 61.11
29 PAR 29 0 29 0
201112 59 59 12 47 20.34
201213 87 87 5 82 5.75
201314 53 53 11 42 20.75
CDA 26 26 09 17 34.61
201415 Puci [ 16 0 0 0 0
CDA 52 02 01 01 50
201516 MCI 12 0 0 0 0
CDA 82 46 29 17 63.04
201617 Puci [ 45 0 0 0 0
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3.4  AUDIT PARAS
Non-production of Record

3.4.1 Non-production of record relating to Land & Rehabilitation
Directorate

In terms of Section 14(2) of Audt or Gener al 6s Ordi nanc.
nonproduction of record tantamount to be hindrance in performing the
functions of the Auditor General ®a ki st an. Section 14(2) S
officer in-charge of any office or department shall afford all facilitates and
provide record for audit inspection and comply with requests for
information in complete form as possible and with all reasonable
expeditiono

Land & Rehabilitation Directoratadid not provide following
recordfor the year 20147, despiteissuance of Intimation Lettetated
215 May 2018,Requisitions for Record dat&f June 2018and19" June,
2018 and reminder datéi® July, 2018

1. Relevant files of 74 Plots transferred during the year 2016
along with Master Files, Qabzul Wasools and Nadkha

2. Qabzul Wasools and NagsHaof villages i.e. Bhakar Fateh
Bakhsh, Dhareak Mohri, Shah Allah DittaMalika, Koka,
Saknal, Saham, Thatl@&ujran.

3. Cash Book relating to Contingency Expenditures/Budget
Receipts.

Audit pointed outnonproduction of recordn June 2018. The
Authority did not reply.

The matter was discussed in DAC meeting held Brnjdnuary
2019. TheDAC directed to holdan inquiryandfix responsibility against
the person(s) at fault. Compliance to the DAC directive was not reported
till the finalization of this report.
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Audit recommends compliance thfe DAC directive.
(DP. 09)

Fraud/Mis -appropriations
3.4.2 Misappropriation of CDA receipts - Rs 15.451 million

Para282 of CDA Procedure Manual provides that a miscellaneous
register is maintained by the Fund Group for the advance/recovery
separately. The posting in the register is made with reference to the
schedulegdetached from the pay bills and totals so arrived at are then
reconciled with the reconciliation statement/registénich is prepared
from the Daily Payment (DP$heets. After the reconciliation is effected
the amount involved is remitted to the partiesaaned.

Audit noted during the review of the accounts record of Deputy
Director Maintenanc®/ Faisal Masjid, Islamabad that deductions from
the salaries like GP Fund, Benevolent Fund, Pension Contribution and
Shoe Caring Contractors receipt etc. wesenitted to the CDAMain
Account for realization and accounting for the respective heads.

Audit observed that deductions and receipts were shown remitted
to the CDA Main/ Treasury Account,
not forthcoming. A probeinto the matter revealed that due to non
reconciliation with the Treasury these receipts and deductions were
misappropriated by the cashier of the division.

Audit pointed outmisappropriationin July, 2017.The Authority
replied that Mr. Ejaz Hussain, cashcommitted misappropriation and the
case hasbeen reported tdhe FIA for investigation A departmental
inquiry was also undemrpcess to judge the facts.

The matter was discussed in DAC meeting held Bnldnuary
2019. The DAC pended the para till finalization of inquiry report and
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retrieval of embezzled amour@ompliance to the DAC directive was not
reported till finalization of this report.

Audit recommendsompliance of DAC directive
(DP. 65)

Irregularity and Non -compliance

3.4.3 Loss due to accommodating landless affectees against
encroachment/illegal Builtup Properties- Rs 117.973 million

Sectios 32 & 33 of CDA Ordinance 1960 providehat
immediately on the making of the award under section 28, the land shall
vest inthe Authority free from all encumbrance and thereupon the Deputy
Commissioner may after giving reasonable notice to the occupier, enter
upon and take possession of them.

As per regulatior2(iv) of CDA Land Acquisition and
Rehabilitation Regulatio007 (Land Sharing Basis), the fact thhe
landless affectees/landlessveller is bona fide resident of the village
being acquired, to be confirmed by any one of the following documents:

a) Holder of Computerized National Identity Card (CNIC) issued by
National Database and Registration Authority (NADRA).

b) Entry in the current voter list of the village being acquired.

¢c) Entry of his or his ancestordéds name a
the village on or before 31 December,2006, for last four
consecute Khasra Girdawari 6s.

d Proof of two year ol d electricity con
name, confirming the residence in the village from which he or
she is being dislodged.

Audit noted that Deputy Commissioner, CDA announéedard

for built-up properes BUP9 regarding acquisition of remaining
propertiesin village Majuhan Park Enclave Phadg Tehsil & District
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Islamabad on 20July, 2016. Audit further noted that land of the village
was acquired by the Deputy Commissioner, CDA for different schemes in
1961, 1966, 1968, 1970, 1972, 1979 & 1981 andounced ward ofthe
BUPs on 1% May, 1972.

Audit observedthat Award of 22 BUPs wasnnouncd besides
allotment ofresidentialplots. The above mentioned BUPsrein factthe
encroachmestillegal constructios after the announcement of original
Award dated 15.05.197@ue to nortaking of possession of the respective
village timely. Non-taking ofpossession dhelandacquired resulted into
loss of Rs 117.973 million. (22 plots @ Rs 5.00 million each plus amount
of Award Rs 7.973 million)

Audit pointed out the loss in June 20T8we Authority replied that
according to the ward andpolicy Land Directorate allotted plots to the
owners of BUPs as per their entittemantd Avardannouncedby the DC,
CDA.

The reply was not tenable. Had the awardaofd and BUP been
announced together, possession of land could have éasghtaken ad
CDA could havesavel huge amount.

The matter was discussed in DAC meeting held Brdnuary
2019. TheDAC directed to hold inquiry at Ministry level to be headed by
Joint Secretary (CDAnterior Divisionto sort out the matter and submit
report within 30 days to AuditComplianceof DAC directive was not
reported till finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 01)

3.4.4 Unjustified payment on account of compensatioragainst two
Brick Kilns - Rs 15.251 million

According to pare88 of Award regarding acquigin of land in
Revenue Estates ouzes Nun, Badana Kallan, SheikhuiP & Jahngi
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Syedan Sector H6, Islamabad, announced by the Deputy Commissioner,
CDA on 15.01.20090r 8,104 kanal and 10 marlas, Survey/measurement
work of BUPs was required to be completed forthwith from the date of
announcement of Land Award to enable the Deputy Commissioner, CDA
to announce the BUP Award.

Audit noted that the Deputy Commissioné&2DA announced
Award of BUPSsBricks Kilns falling in the area of iskrict prison,
Islamabad (720&nal) on the acquired land foe&or H16 situated in the
Revenue Estate Nun and Badana Kallan off Bfarch, 2015. Audit
further noted that the Deputy Comsisner rejected/dismissed the claims
of BUPs of Haji Khalid Mehmood Ch. S/o Ch. Alif Din Gujjar and Mr.
Muhammad Zahoor S/o Ch. Khan regarding Bricks Kilns falling in the
prison on the basis of repast Assistant Director Lanthatno BUPs of
these individuals existed in the boundary of Islamabad jail as per
demarcation of acquired area dat@d March,2012, 29' November2013
and 10" June 2014.

Audit observed that thabove persons appealed undecti®n36
of CDA Ordinance against BUPs/Brick KilAward dated 30" March,
2015 in court of Commissioner, CDA. The Commissioner CDA remanded
the case to the Deputy Commissioner, CDA for reconsideration of the
BUPs claim. The Deputy Commissioner, CDA allowed the BUPs/Brick
Kilns compensation to the abowemed persons 023 November,2015.
Whereas, the above persons were not entitled of any compensation of
BUPs/Brick Kilns because theclaims were already rejected/dissesl
through earlier Award date®0" March, 2015. This resulted into
unjustifiedpaymentof Rs15.251million.

Audit pointed out the unjustified payment in June 20T8&e
Authority replied that Award of BUPs/Bricks kilns falling on thenda
reserved for district prisofslamabadin Sector H16 was made on 80
March, 2015 in pursuancef Directive No. 995 dated ¥0July, 2014
issued by the Chairman, CDAhe said acquisition was made in the best
interest of Authority as the possession of land for constructiatistrict
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prison was takenwer. Brick kilns were fallig within the landreserved
for district prison.

The reply was not accepted because no BUP/Brick Kilns of the
applicants did not exist in the area of District Prison Islamabad. As per
survey conducted by the AD Land three times.

The matter was discussed in DAC meetingdheh 4" January
2019.The DAC directed CDAto submit justification along with relevant
record for verification to AuditComplianceof the DAC directivewas not
reported till finalization of this report.

Audit recommendsomplianceof theDAC directive.
(DP. 02)

3.4.5 Unjustified allotment of plots to land affectees- Rs 114.00
million

The policy approved by the President of Pakistan under Demand
No.5 of the Summary initiated by the Chancellor of the respective
university for acquisition/possession of land of the village Chahan for
International Islamic Universityegtor H11, Islamabad, as communicated
to the CDA by the Cabet Division vide letter date@li4.02.1997, provides
that location of plots would be determined in linghwthe policy and past
precedent. If the pte to be allotted are given ine&or G11 and 111
which have much higher ldnvalues, this should be kept largaining
level.

According to the Package deal datgtl December2006 with the
land affectees foSector H10, village Chahan and Lunda Mastal for
acquisition of land 49 kanal & 01 marla, plots wezquired to be allotted
in the Sctorl-14 and according to Packageatl with the land afféees of
village SorainandBokra whereaglots to the affects were to be allotted
in Sectord-11andl-12.
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Audit observed that the Director Land and Rehabilitation
Directorate, CDA allotted fortyhree (43) plots of size 25x50 #5x40 ft
& 30x60 ft to the landless affectees of village ChahadLunda Mastal
during the period from December, 2013 to JW, 7. Out of forty three
(43) plots, only five (05) plots of village Chahan were allotted in seetor |
12 and remaining plots were allottéd the Sctor F10/1 & Margalla
Phasdl (having veryhigher prices as compared to thec®is 1-14 & |-
12).Whereas, according to the above instructions/policy/package deals the
entire plots sbuld have been allotted in the&oss I-14, F11 or F12 on
availability basis or if allotted irSectorl-10 & Margalla phasell, then
difference of plot cost was required to be recovered from the affectee at
market rate/bargaining level. Due to allotting thirty ei¢B8) plds in
Sector 110 & Margalla phasdl the Authority sustained a loss of
Rs 114.00 million (R 6.007 Rs 3.00 = Rs 3.00 x 38 plotay average
market rates of Sectdrl0/Margalla Phasél and Sectorl-12 per plot
wereRs 6.00 million and Rs 3.00 million respectively.

Audit pointed out the irregularity in June 201Bnhe Authority
replied thathe affectees of old award whose land and BUP was acquired
early 196 sand BUP acquired during the 19v8hence remaining
affectees of ll Award were also allotted plots ®ector 110, Margalla
Town and Sector -12. During 2016, CDA Board decided that #ile
affectees of old villages be allotted plots only in Sectt&f 1According to
the policy and awards, the residential plots were allotted legally and as
per policywith the approval of th€ompetent Authority.

The reply was not acceptable becausel laward was announced
in early 19606s and |l and should have bee
to the land affectees.

The matter was discussed in DAC meeting held Brdnuary
2019.The DACdirected CDA to justify the package deal approved by the
CDA Boad which was contrary to the policy approved through a
summary by the President of Pakistan and its verification to Audit.
Compliance to the DAC directive was not reported till finalization of this
report.
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Audit recommendsomplianceof theDAC directive
(DP. 04)

3.4.6 Award of canteen contracts without calling tenders Rs 10.152
million

Rule20 of Public Procurement Rule2004 states that the
procuring agency shall use open competitive bidding as principal method
for procurement of goodservices and works.

Rule26 of GFR states that it is the duty of departmental
controlling officer to see that all sums due to government are regularly and
promptly assessed, realized and duly credited in the Public Account.

Audit observed that Deputy Director, Parliament Lodges &
Government Hostel Directorate CDA, Islamabdid not recoverspace
rent andutility bills from the contractors of Cafeterias in Parliament
Lodges and Government Hostel for Rs 10.152 million as under:

Location | Rate Rate in 2012 | Utility Sui Total Period Amount
in Rs Bills Rs Gas Due (Months) (Rsin
1999 Bills Rs million)
Rs Rs
P/Lodges | 10,000 16,000 PM 50,000 | 30,000 | 96,000 72 6.912
PM | (10000x5%x12)| PM
Govt. 10,000 20,000 | 15000 | 45,000 72 3.240
Hostel
Total 10152

Audit further observed that the contracts were awarded without
calling tenders.

This resulted in nomecovery of rent and utility charges for
Rs 10.152 million and award of canteen contracts without calling tenders.

Audit pointed out irregularity in Augus2018. The department did
not reply.
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The matter was discussed in DAC meeting held df Zsuary,
2019 wherein the Committee directed to conduct inquiry, fix responsibility
and action against the person(s) attfau

Audit recommendsomplianceof the DAC directive.
(DP. 70)

3.4.7 Unjustified package deals with the land/landless affectees

Sectiors 32 and 33 of CDA Ordinance 1960, providehat
immediately on the making of the award under section 28, theslzaid
vest in the Authority free from all encumbrances and thereupon the
Deputy Commissioner may, after giving reasonable notice to the occupier,
enter upon and take possession of the same.

Para 4(2) (i) of Islamabad Displaced Persons Rehabilitation
Policy, 1996 states that allent will, however, be subjedo the
condition that the affectee has not availed any benefits against acquisition
of land if any acquired from hinprovided that where thacquired buik
up property is located outside Abadi Deésidential plots will be allotted
to the affectee of the builtp property, as in the case of Abadi Deh, only if
the land beneath is owned by the affectee himself.

As per decision of the Honorable Supreme Court of Pakistan in
January, 2011(made in casesuemoto action regarding land grabbing in
Bani Gala)the CDA authorities were directed to take back possession of
the entire land in accordance with law which has already been acquired
without giving any concession or enterimgto compromise with the
occupants/previous owners of the land rlonging to the CDA

Audit noted thaDirector Land and RehabilitatignCDA acquired
land of Sctor G12, E12, E10, H10 (International Islamic University),
[-11, F12, F14, k15, F16, ZonelV, G-11, F11 and Khanpr Dam (water
supply project) during the period from 1963 to 1991.
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Audit further noted that the CDA made Package Deals with the
land affectees of the same villages/Sectors in the years 2006 to 2010, due
to nontaking of possession of acquirkzhd.

Audit observed that Package Deals with the land/landless affectees
were made purely due to reluctance on the part of CDA, as the Authority
could not get possession of the acquired land even after payment of land
compensation to the land affectees.

Audit further observed that the Package Deatse made to give
double benefits to the land affectees in shape of compensation of land &
allotment of plot in lieu of BUPs and further accommodating the
additional landless affecte@he Package Deals werdso notcovered
under CDA Ordinancavere made only to hide the negligence for not
taking over possession in accordance with the Ordinance and also to
accommodate ineligible persons. Moreover, COA not take over
possession against the acquired landestas E10, E12, Service road
sectors 414, k15, F16 sector 411, F12, ZonelV and F11 so far, even
after allowing land compensation and plots to the affectees as per Package
Deals. The Authority sustained huge loss in kind of allotment of plots to
the land affectees & landless affectees.

Audit pointed out the irregularity in June 201Bhe Authority
replied that CDA signed package deals with the Islamabad affectees to
retrieve the acquired land amicably. The package deals were later on
discontinueddueto Suo-Moto case No. 1/2011 of Hormable Supreme
Court of Pakistan andarlier package deals signed were to be hon@ed a
per Rehabilitation Policyl996.New land acquisition and rehabilitation
policy was approved by CDA Board in 20Bi7order to acheve maximum
progressregarding acquisition of area for further development in
Islamabad.

The matter was discussed in DAC meeting held Brnjdnuary

2019.The DAC pended the Para with the direction to hold an inquiry to be
headed by Joint Secretary (CDAhd submit report within one month.
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Complianceof DAC directive was not made till the finalization of this
report.

Audit recommendsompliance of DAQlirective
(DP. 05)

3.4.8 Non-recovery of fine and restoration charges- Rs 633.042
million

As per Regulation 2.17.3 of Zoning (Building Control)
Regulations, 2005 (Ban on naonforming uses), no land or building
shall be put to a neoonforming use. A nogonforming use of a
residential building may render the owner and occupant of the building
liable on 1st conviction to pay a fine of Rs 0.50 million and in case of
failure to discontinue the nezonforming use within fifteen (15) days of
conviction to an additional fine Rs 5,000 for every day up to three (03)
months, the owner or the occupant, asadase may be, shall be liable to
be evicted from the building and the allotment deed of the plot be
cancelled.

According to Restoration Policy 2014,
due to norpayment of premium shall be restored on payment of current
auction/market price, (b) any amount remitted by the allottee will be
adjusted in the same percentage/ratio that hasadrbeen paid, (c) in
case of current market price is less than the original bid, the original bid
will be recalculated as p&eneral Price Index3PI) and whichever price
i s higher shall be appliedo.

As per Municipal Administration Ordinance 1960 readth
Section 18A, The Additional District Collector has the powers to recover
the arrears against defaulters in Municipality.

Audit noted that Directors Building Control Section, Municipal
Administration, Estate Managementnd Estate Managemeht CDA
imposed finedue to norconforming use of residential buildingss
offices, beauty parlors, shops and clinics etc.
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Audit observed that CDA Directorates did not recover
fine/restoration charges from the owners of the buildings. This resulted
into nonrecovery of Rs 633.042 million, as detailed below:

(Rs in million)

BE Formation Description Amount

11 | Building Control Section | Fine due to notonforming use| 9.330
14 | Dte. Estate Managemenht | Fine/restoration charges 2.709
15 | Building ControlSection | Fine due to notonforming use| 33.500
26 | Dte. Estate Managemelit | Restoration charges 243.800

Directorate of Municipal

78 Administration Advertising charges 66.203

79 | Building Control Section | Fine due to norwonforming use,  277.500
Additional Collector

84 | (Revenue)ppecial -do- -

Senior Magistrate, CDA

Total 633.042

Additional Collector (RevenueCDA was also unable to impose
fine bysealing of premises due to roanforming use.

Audit pointed out the nonrecovery during 201718 The
Authority replied thatllottees wereaskedo deposit the fingvhich wasnot
yet paid Fresh notices have been issuedhe owners of the buildinger
recovery.

The matter was discussed in DAC meeting held Bradd 2%
January2019. Member (Estate) CDA admitted the audit point of view
regarding nofrecovery and lack of coordination between Additional
Collector and concerned Directorates of CDA. DAC showed its concerns
over the weak followup and norcoordination/liaison of the ancerned
Directorates with Additional Collector CDA and directed to devise SOP
for better coordination between the Directorates and early recovery of
CDA dues.DAC direced to hold an inquiry @ sort out why the matter
was pending and fix responsibility fononpursuance of recovery.
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Complianceof the DAC directive was not reported till finalization of this
report.

Audit recommendsompliance oDAC directive.
3.49 Non-recovery of outstanding room rent- Rs5.192 million

Rule26 of GFR states thait is the duty of departmental
controlling officer to see that all sums due to government are regularly and
promptly assessed, realized and duly credited in the Public Account.

Audit noted that Deputy Director, Parliament lodges &
Government Hostel iPectorate CDA, Islamabad was responsible to
collect the rooms rent of Parliament lodges, Government Hostel and CDA
Officers Hostel, Islamabad.

Audit observed that room rent was outstandiegpverableagainst
the occupants of CDA officers Hostel, Gomment Hostel and Parliament
lodgesup to30" June,2018.

This resulted into nenecovery of room rent of Rs 5.192 million as
detailed below.
(Rs in million)

38_ Location/Place Amount

1 CDA Officer Hostel 4118

2 Government Hostel Family Suie 0.211

3 Government Hostel Single Room 0.285

4 Parliament Lodges Shops 0.055

5 Parliament Lodges MNA/Senator 0.523
Total 5.192

Audit pointed out nosrecovery in Augusf018. The department
did not reply.
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The matter wasliscussed in DAC meeting held on"®3anuary,
2019 wherein the Committee direct€dDA to effect recovery and get it
verify from Audit. No recovery was reported till finalization of the report.

Audit recommends compliance of DAC directive regarding
recovery of outstanding dues.
(DP. 69)

3.4.10 Non-auction of open space area Rs 40.655 million

Land measuring 8.00 acres and additional land measuring 2.98
acres was leased out to M/s Shifa International Hospit&l4Hslamabad
in November, 1986 andugust, 1987 respectively @ Rs 100 perysnd
for 33 years and possession was handed avéhe lessee o™ May,
1988. Management othe hospital requested CDA to lease out another
piece of land measuring 1.78 acr€®A Board in its meetingeld on26™"
August, 2015, decided to dispose of 1.78 acres land through open auction
as per prescribed Rules and Policy.

Audit observed that Director Estate ManagemrenCDA,
Islamabad neither auctioned the land measuring 1.78 acragcovered
rent thereofdue to utilizaion of open space/parking aréam the user.
The rent of open space was worked out for the period from September,
2015 to May, 2018 aper prevailing rate of Rs 14fer square yard
involving Rs 40.655%nillion.

Audit pointed out the nerecovery in June 2018The Authority
replied that area used by M/s Shifa International Hospital does not come
under the domain of Estate Management -IDteCDA. Allocatiory
permission to use open spaces was dealt by the Directorate Municipal
Administration PMA), MCI. However, this office has intimated the same
to DMA for further necessary action at their end. Result of the same will
be shared with audit as when received.

The matter was discussed in DAC meeting held BnJdnuary
2019.The DAC directed tonitiate inquiry to be headed by Joint Secretary
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to sort out the mattewhy the required action has not been taken so far by
CDA. Complianceof DAC directivewas not made till the finalization of
this report.

Audit recommendsompliance oDAC directive.
(DP. 16)

3.4.11 Restoration of cancelled plotat less rate- Rs 430.704 million
Para4 of Restoratin Policy2014 of CDA provides:

a) Plots cancelled due to ngrayment of premium shall be
restored on payment of current auction/market price.

b) Any amountremitted by the allottee will be adjusted in the
same percentage ratio that has been paid already.

c) In case the current market price is less than the original bid,
the original bid will be recalculated as per GPI and
whichever price is higher shall be aigpl.

Audit noted that open auction of plot N81, Markaz D12,
Islamabad measuring 1600. s@rdswas held on 26" March, 2013 and
highest bidRs 174,000 per square yard with premiush Rs 278.400
million was accepted. The successful bidder was diretiedeposit
Rs 64.60 million within 72 hours from the date of the issuance of bid
acceptance letter and balance amount of Rs 208.800 million in two
installments Due to norpayment of balance premium-tif§ 21.07.2013,
the management cancelled/withdrdwve tbid of the plobn 22.07.2013 by
forfeiting 10% of total premiumThe bidder requested to Authority on
30.08.2013 to restore his cancelled plot and issue allotment letter after
accepting all outstanding dues. CDA Board in its meeting held on
11.06.2015approved the restoration dfie plot on payment of balance
amount of Rs 226.095 million (75% of the total amounRsf301.460
million updated on GPI as on 01.10.201%he bidder againfailed to
deposit thebalanceamount within scheduled tim€DA Board later on
restored the plot on 09.06.2017 on payment of Rs 295.695 millioa.
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restoration chargesef Rs 295.695 million were received and allotment
letterwas issued

Audit observed that lesser rates were accepted in restoration as
compared to the current market rates against the CDA Restoration Policy
referred aboveDue to acceptance of restoration charges at original
premium cost@ Rs 174,000 per sqg. yard insteaccofrent auction price
of Rs 454,000 per sq. yatde Authority sustained a loss of Rs 430.704
million.

Audit pointed out the loss in June 20I®e Authority replied that
as per restoratiopolicy 2014, the CDA Board vgacompetent to restore
the cancelle plots. All the due payment, delayed charges etere
recovered in accordance with the CDA Board decision.

The reply was not accepted because as per Restoration Rolicy i
case the current market prieasless than the original bid, the original
bid will be re-calculatedas per GPI and whichever pricesMaigherwas to
be applied.

The matter was discussed in DAC meeting held Bridnuary
2019.The DAC directed thaMember (EstateC DA shall explain the facts
of the casén the next DAC meeting

Audit recommends recovery of restorati@marges at current
market rate besides-giction.
(DP. 33)

3.4.12 Overpayment due to excessive electricity bills- Rs 22.027
million

Rule-1(i) of CDA Procedure Manual Pdlit Financial Procedure
provides thatevery Officer authorized to incur expenditure from Public
funds is expected to exercise same vigilance in respect of expenditure
from public funds as person of ordinary prudence shall exercise in respect
of his own money.
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Audit noted that Deputy Director, Street Light Division, E&M
Maintenance Directorate, CDA Islamabad got replaced conventional road
lights of higher watt with LED lights of lower watt at various
road/streets/locations during the period from 2015 to 201&h&unoted
that M/s IESCO were being charging the electricity bills on lump sum load
basis without actual consumption/measurement through energy meters.
The Divisional authorities have paid an amount of Rs 790.968 million to
M/s IESCO on account of elextity bills during the financial year
201718.

Audit observed that electricity bills of street lights were being paid
without reduction in load (unit), reduced due to replacement of
conventional road lights of higher watts with LED lights of lowerts/at
from the monthly electricity bills. Nereduction in electric load (units),
due to installation of 3,63BumbersLED lights resulted in overpayment
of Rs 22.027 million.

Audit pointed outthe overpayment in July, 2018. Th&uthority
replied that a meting was held with Superintendent Engineer IESCO on
31.05.2018 to reconcile the load of Street light system after installation of
LED lights on immediate basdecidedto issuemonthly billing from July
2018 to onward as per reconciled load.

The matterwas discussed in DAC meeting held df January
2019. The DAC directed CDA to hold a meeting with IESCO at higher
level through Ministry of Interior for billing on the basis of actual
consumption of electricityCompliance ofDAC directive was not made
till the finalization of this report.

Audit recommendsompliance oDAC directive.
(DP. 39)
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3.4.13 Irregular calling of tenders of works - Rs 67.307 million

Para81 (vi-2) of CDA Procedure Manual Pdit provides that
amount of estimate must notxeeed the amount incled in the
expenditure sanction

Para9 of General Financial Rules states that no authority incur any
expenditure or entan to any liability involving expenditure from public
funds until the expenditure has been sanctioned by ctirapetent
authority.

Audit noted that Deputy Director, Parliament lodges &
Government Hostel Directorate CDA, dshabad invited tenders for 12
works relating to repairmaintenance, provision of furniture and other
necessary equipment during fireancial year 201-18.

Audit observed that 12enders were called in the last week of
financial year 201-18. The estimated cost of these works was Rs 50.020
million with agreement cost Rs 82.533 milliowhereasthe sanctioned
budget was Rs 15.226 ndin.

This resulted in irregular calling of tenders without expenditure
sanction for Rs 15.226 million.

Audit pointed out irregularity in August018. TheAuthority did
not reply

The matter was discussed DAC meetingheld on 2% January,
2019 wtlerein the DAC directed CDA to get verify the demand of funds
and also streamline the financial system.

Audit recommendsverification of record and measures taken for

streamlining the financial system.
(DP. 67)
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3.4.14 Blocking of developmentfunds due to non-development of
Sectors- Rs 2062.00 million

Para 2.1 of guidelines for Project Management provides that policy
of the Government of Pakistan is to efficiency utilizes natural and
economic resources of the country for seetmnomic welfare of the
people. This objective may be achieved only when development projects
are planned and executed with vigilant management. Objective of
development planning is to have projects implemented for the benefit and
social uplift of the society. For achievement sifpulated targets and
tangible returns, it is imperative to entrust management and supervision of
the project during implementation stage to capable and competent persons
of required qualifications, experience and caliber.

Capital Development Authoritgstablished Sector Development
Directorate having mandate to develop new sectors in Islamabad. Under
the Directorate, the Deputy Director Sector Development Divikias
responsible for development oé&or E12 and 112 and Deputy Director,
Division-1l was responsible for development of sectet5; Islamabad to
meet residential requirements in line of Master Plan of Islamabad.

Audit observed that a contract of development of sectb? lvas
awarded at agreement cost of Rs 71.498 million in @16, and
development work of-1L2 was awarded to M/s Zafar & Co at agreement
cost of Rs 49.697 million in Apr2015 for Construction of Major Roads
of the sector. During financial year 2018 Rs 200.00 million were
allocated for development of Sector-12 Rs 100.00 million were
allocated for 412 and Rs ;500.00 million for development of new work
Under the development divisidnand Rs 262.00 million were allocated
for development of sector -C5 during 201718 to execute already
awarded work. But the fals were not utilized. Neatilization of the
allocated funds by the wsional authority reflects neaffective
implementation of the project activities. Abnormal delay in execution of
development works deprived the allottees of plots, to reside there even
after payment of the cost of plot. The extraordinary delay would also
cause increase in cost of project.
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Audit pointed out the issue in October, 2018. The Authority replied
that development works could not be started due tepossession of
land. Replywas not tenable because the development casitveerewas
to be awarded after possession of land. It thesesponsibility of CDA
and sector development management to make arrangement for vacation of
land.

The matter was discussed DAC meetingheld on 23 January,
2019 wherein the Authority explained that development works could not
be started due to hindrance in possession of land. DAC was not satisfied
with the explanation and expressed its concerns that why works were
awarded without clear passsion of land and directed CDA to get verify
the facts from Audit.

Audit recommends early development of CDA sectors opened for
residential purposes at the earliest to facilitate the allottees.
(DP. 99)

3.4.15 Non-adjustment of price de-escalation- Rs 3.652 million

According to clause 70.1 of particular conditions of contract part
lll the amount payable to the contractor shall be adjusted in respect of the
rise or fall in the cost of specified material.

Audit noted that during the years 2016and201617 there was a
trend ofdecrease in the prices of high speed diesel and bitumen.

Audit observed that Director Roads (Nort@DA, did not process
the deescalation to be adjusted from the claims/IPCs of the contractor on
account of fall in the pries. It was further observed that time extensions
were granted without any financial benefit to the contractor. This resulted
into overpayment of Rs 3.652 million.

Audit pointed out the nonecovery of price adjustment in
September 2018. The Authority tiegl that an amount of Rs 1.902 million
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on account of price adjustment {dscalation on bitumen) has already
been adjusted.

Overpayment due to nesdjustment/recovery on account of-de
escalation as pointed out in the Para was admitted. Actual redoasey
on detadied calculation in support of notified rate of material consumed
was to be effected.

The matter was discussed DAC meetingheld on 2% January,
2019 where the Authority admitted the recovery and promised to effect in
the next IPC of the contractoRAC directed to effect the due recovery
and get it verified from Audit at the earliest.

Audit recommends recovery ajfverpayment/adjustment of de
escalation.
(DP. 103)

3.4.16 Unauthorized expenditureon up-gradation of signalized road-
Rs 60.037 million

As per instructions of Planning Commission with regard to project
management life cycle, development prtgeare prepared on the
approved format i.e. PC proforma. The P@ proforma alongwith
detailed instructions for filling them.

Audit noted that Deputy Director, Road Divisitvi, CDA
awarded a worli | mp r o v egra@ation 6f signalized intersection on
Murree Road with KashmiHighway, Islamabatlagainst the estimate of
Rs 91.761 million.

Audit observed that PCwas neither prepared nor got approved
form the competent forum for worli | mp r o v egraéation /ol p
signalized intersection on Murred&koad with Kashmir Highway,
Islamabad and expenditure charged to the annual recurring cost of an old
projectiiAddition of 39 lane to MurreeRoad from Faizabad interchange to
Serena Hot el and r e h awhicHh was axedutedn
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many years ago. Charging expenditure of a new work to a closed project,
either to the project savings or annual recurring cost stands unauthorized
and inadmissible. This resulteéhto unauthorized expenditureof

Rs 60.037 million

Audit pointed out the rregularity in September 2018. The
Authority replied that the workimprovement/uggradation of signalized
intersection on MurredRoad with KashmirHighway, Islamabaal was
charged to the approved RCAddition of 39 lane to MurreeRoad from
Faizabadinec hange to Serena Hot el and rehabil
amounting to Rs 485.515 million. The 2% recurring cost of road work
which comes to Rs 8.125 million per annum and total Rs 65 million from
date 2008 to 2016 whereas this Division has consumeendikpre Rs
60.01 million.

The reply was not convincing. Expenditure Rs 60.037 million for a
new work i | mp r o v egradation /ofi pignalized intersection on
Murree Road with Kashmitighway, Islamabadlwas charged to an old
PG for addition of 3 laneto Murree Road from Faizabad interchange
which was stated to have been approved in 2005, whereas new work was
started in 2018 with a gap of thirteen year, status of old work of Faizabad
road approved in 2005 whether completed and accounts closed was not
mentioned in reply.

Expenditure of Rs 60.037 million was charged to the closed work.
If main works accounts are still open and not closed then saving of one
project cannot be utilized towards expenditure of entirely a new work.
Status of main PC of Faizabad interchange and expenditure incurred was
not shared with Audit.

The matter was discussed MAC meetingheld on 28 January,
2019 wherein the Authority explained that expenditure was charged to the
recurring cost @ 2% meant for maintenance oflardo wor k 60 Addi ti on o
3 Jane to Murree road from Faizabad interchange to Sarina Hotel and
rehabilitation of e x i 9% iDAQ was aoa d 0 execut
satisfied with the explanation and directed to probe the matter through
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inquiry to ascertain the asonability and rule provision of the expenditure
of a new work charged to the old work.

Audit recommendsomplianceof the DAC directives regarding
inquiry and fixation of responsibility.
(DP. 106)

3.4.17 Non-recovery of outstanding Propertytax - Rs 640.619 million

Rule-26 of General Financial Rules Vblprovides that it is the
duty of departmental officer to see that all sums due to Government are
regularly assessed, demanded, realized and renmtted reasury.

According to Section 49 of CDA Ordinance, 1960, any sum due
to the Authority from or any sum wrongly paid to any person under this
Ordinance shall be recoverable as arrears of land revenue.

Audit noted during scrutiny of accounts record of Revenue
Directorate CDA, Islamabad that Rs 380.429 million on account of
Property ta of residential buildings anls 260.127 million on account of
commercial buildings were shown outstanding up to June 2018. Total
outstanding amount was Rs 640.619 million.

Audit observed that huge amount on account of Property tax was
outstanding due to weak follow up towards recovery of the outstanding
taxes. Effective steps were required at top management level for devising
a comprehensive system of follow up of defaulter cagesugh
Additional Deputy Collector CDA.

Audit pointed out outstanding recovery in OctcB6d8. The
Authority replied that against the default amount a sum of Rs 166.68
million has been recovered. Revenue Directorate CDA has already been
issuing Propety Tax bills and followed by the notices/show cause notices
to the defaulting units in order to recover the outstanding dues. Directorate
intends to submit request to the Higps to appoint a permanent Collector
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to help in the matter. The reply was noteptable, because in support of
reply the management has not produced any record of recovery.

DAC meeting was not convened despépeated effortby Audit.

Audit recommendsor early recovery of property tax.
(DP. 120)

3.4.18 Payment without detailed measurement Rs 2,740.492 million

Paras 20209 of CPWA Code provide that payments for all works
done and for all supplies are made on the basis of measurements recorded
in Measurement Book (MB). The MB should, therefore be, considered
very imporant accounts record. As all payments for work or supplies are
based on the quantities recorded in the MB, it is incumbent upon the
person taking the measurements to record the quantities clearly and
accurately.

Audit noted that Director Road (South) CDAade payments of

Rs 2,740. 492 mi |l I i on to t he contractor
Interchange at Karal Intersection and Interchange at Sohan & Khanna
Il ntersection on |l sl amabad Expresswayo

measurements of each item of work donegha measurement book in
violation of rules.

Audit observed that only abstract of cost was prepared in the MBs
without recording detailed measurements of each item of work done.
Without detail measurement in the MB the veracity/authenticity of
payment ould not be verified. The CDA adopted an irregular method of
work measurement/record keeping by dispensing with an approved and
established method of record keeping for all Public Sector Infrastructure
Works. The project authorities adopted an unreliaipggesn of computer
based proforma in place of forms approved by the Office of the Auditor
General of Pakistan and Finance Division. An irregular deviation by the
project authorities within CDA was also a compromise on mandatory
oversight and internal conteo of 100% work done certified by the
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Engineer incharge and 10% test check by the supervisory officer. This
resulted in unauthentic payment of Rs 2,740.492 million.

Audit pointed out unauthentic payment in November 2018. The
Authority replied that copge of abstracts were prepared on the
computerized based forms. It was also replied that detailed measurements
have been taken on measurements books as pointed out by audit.
Verification of detailed measurements was still to be made.

DAC meeting was not etvened despiteepeated effortby Audit.

Audit recommends for maintenance of Measurement Books as per
rules and its verification.
(DP. 127)

3.4.19 Irregular running of Laundry shop - Rs2.556 million

As per Cl oontrace oftiioHadindrg $hops in Parliament
Lodges and@overnment Hostethelicense is not transferrable.

Audit noted that Deputy Director, Parliament Lodges &
Government Hostel Directorate CDA, Islamabad, granted a license for
running of laundry services iRarliament Lodges and government Hostel.
A license was issued vide No. CDA/Dte/P.L/506/99/175 dated 02.09.1999
for one year to M/s Haji Muhammad Sharif.

Audit observed that an area of 2130 sft was handed over for
laundry services after assessment ofvitmthly rent ofRs 22600 during
199798, but the rent was reduced Rs 6000 per month on grounds of
poor business activities in Parliament Lodges. The validity of license was
up to August, 2000 Sincethat neither formal agreement nor any license
was rerewed for laundry purposes and lastly rent was further reduced to
Rs 3000 per montHor area of 2132 sft. Per sfteRt Rs 1.41 per month,
was not deposited by the allottee. Furthermore the allottee, M/s
Muhammad Sharif vas expired and a new gen M/s Muhammad
Nadeem Sharif warunning business of the laundry in Parliament Lodges
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and Government Hatel unauthorizedly. Hengceéhe contract was to be

awarded throughiendemg for getting competitive rates. Thus rent of
Rs 2.556 million was recoverabfeom the allottee of laundry shops in

Government Hostel and CDA officers Hostel

Audit pointed outthe issue in AugusR018. The department did
not reply.

The matter was discussed in DAC meeting held df 2suary,
2019 wherein the Committee directed to d@act inquiry, fix responsibility
for nonawarding of laundry work through open competition and finalize
the report within seven days.

Audit recommendsompliance oDAC directive.
(DP. 72)

Internal Control Weaknesses

3.4.20 Non-recovery of withholding tax on auctioned plots Rs 60.278
million

As per Income Tax Ordinance 2001, Section-A361) any person
making sale by public auction (or auction by a tender) of any property or
goods (including property or goods confiscated or attached) either
belonging to or not belonging to the Government, local Government , and
any authority, a company, a foreign association declared to be a company
under sukclause ( vi) of clause ( b) of subsection ( 2) of section 80, or a
foreign contractor or a consultamt consortium or collector of customs of
Commissioner of ( Inland Revenue) or any other authority, shall collect
advance tax, computed on the basis of sale price of such property and at
the rate specified in Division VIII of Part IV of the First ScheduE%
as amended in Finance A2013), from the person to whom such property
or goods are being sold.

According to Brochure (Foot Note under Conditibrof Mode of
Payment) the bidder shall be liable to pay applicable taxes while
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depositing premium irhie manner and time frame prescribed by FBR and
other departments. In case of failure to pay the installments or applicable
taxes the accepted bid should be automatically withdrawn and 10% of the
total premium shall be forfeited.

Audit noted that Estat®anagement & Il, CDA accepted bid of
plot No.09, 18 Markaz measuring 1244.44 scargls in favour of Mr.
Muhabbat Kian s/o Zahir Khan at dbicost of Rs 400,000per sq. yardin
the auction held on 13- 14" December, 2016 for the total premium of Rs
497.776 million but the bidder did not deposited the advance tax @ 10 %
with FBR and produced an exemption certificateerein Mr. Muhabbat
Khan wasshown AOPof M/s Zahir Khan and Brothers. Further CDA
allotted Plos No. 408& 409, SectorF-11/2, Islamabd to Mr. Zahir Khan
through open auction held on 16.05.2017 at bid vallRs&f1.000 million
andRs 54.000 million respectively with the terms and conditions that the
bidder shall be liable to pay all the applicable taxes.

Audit observed that thAuthority did not recover the withholding
tax from the allottee amounting to Rs 49.778 million (Rs 497.776 million
X 10%) @ 10% of the premium cost of the plots. It was further observed
that tax was not recovered on the basis of exemption certificate given by
the FBR in case of Association of Person, whereas, the Certificate of AOP
wasissuedtoM/Zahi r Khan & Br oeofhtreplotdir. not
Muhabbat Khan (Son of Mr. Zahir Khan). Due to frenovery of Income
Tax from the bidder (whom plot was &l out in individual capacity), the
government sustained a loss of Rs 60.278 million (Rs 49.778 million +
10.500 million). Audit further observed that Director Estate Manageient
did not recover the withholding tax from the allottee amounting to
Rs 10.D0 million @ 10% of the premium cost of the plots. The tax was
not recovered on the basis of exemption certificate given by the
Commissioner Income Tax Quetta Zone. Advance tax was required to be
recovered from the allottee as Exemption in tax was coraitein case
of plots alloted in the name of Associatiorf Bersons(AOP) whereas
plots were allotted to a person in individual capadityis resulted in non
recovery of the withholding tax on the auctioned plots the government
sustained a loss valuings®0.278 million.
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Audit pointed out the loss in July, 2017 The Authority replied
that the successful bidderdaid the totaprice of plots along with CVT
whereas did not pay withholding tax amstibmitted tax exemption
certificate from FBR Authority mentioning both tpeoperties which was
valid up to 2018. The reply was not acceptable as exemption claimed by
the individuals was not valid.

The matter was discussed in DAC meeting held Bridruary
2019. Audit was of the view that subject exemption of FBR was not
relevant in the case of individual for which thecessary clarification
from FBR was required and matter sveeing taken up with FBR. The
matter has been taken upthviFBR for clarifi@ation which wa still
awaited.

Audit recanmends for early recovery alonih disciplinary action
against the person(s) at fault.
(DP. 1Q 32)

3.421 Non-recovery of outstanding premiumof commercial plots -
Rs2,197.047million

According to Islamalh Land Disposal Regulation 2006hapter
VI, Condition No. 19 regarding cancellation of plots, the allotment of plots
shall be liable to cancellation on account of (a) fayment of dues
within specified period. (b) Nenompletion of building within the
specified period. (c) Violation of other terms and conditions of allotment,
e.g. norconfirming use, sudivision, amalgamation of plots etc.

Audit observed that Director Estate Managem&ntDA failed to
recover the outstanding premium against vaiczommercial plots,
allotted through open auctions held in December, 2016 and May, 2017.
Audit further observed that a period of more than one year was elapsed but
the managementlid not make strenuous efforts towards recovery of
outstanding dues of R8,197.047million along with delayed payment
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charges, cancellation and tagiover possession of the plots, as detailed
below:
(Rs in million)

DP No Description Amount
22 Non-recovery of premium 1,859.645
28 Non-forfeiture of premium 337.402
Total Rs 2,197.047

Audit pointed outthe nonrecovery in June 2018 he Authority
replied thathe recovery was under process amdome cases the amount
has been recoveretdihe recovery inest of the cases was under process.
Recoveryeffected by the authority was however not got verified from
audit.

The matter was discussed in DAC meeting held Brl@nuary
2019. DAC directed to submit plewise detail of total recoverylue,
effected and balancéo Audit for verification. Compliane of DAC
directivewas not made till finalization of this report.

Audit recommendsomplianceof DAC directive.

3.422 Non-recovery of Capital Value Tax and Advance Tax-
Rs 57.325 million

As per condition No. O 1lrespefctive Aimode of
auction broacher of commercial plots the successful bidder will be
required to deposit within 72 hours of the issuance of bid acceptance letter
25% of the total premium of the plot after adjusting the token money
along with proof of payment o&pplicable taxes. Nepayment of this
amount will result in the automatic cancellation of his bid and forfeiture of
the token money.

Audit observed from accounts record of Director Estate
Managementl CDA that neither the allottees provided any proof
regarding payment of applicable taxes i.e. Advance/Withholding Tax @
10% and CVT@ neither 2% nor the CDA management recovered the
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required taxes. This resulted in amtovery of Advance/Withholding Tax
and CVT amounting to Rs 57.325 million

Audit pointed out the irregularity in June 2018he Authority
replied that as regards Plot No.31diF & V egetabledMarket Sector -
11/4, bid of successful bidder was cancelled on 16.10.2015 with the
approval of Chairman CDA and for Plot No. 308, 309, 310itFR&
Vegetablesviarket Sector-1L1/4, Islamabad theidders have been issued
NoticesLetters for remittance of CVT. Outcome shall be conveyed
accordingly.

The matter was discussed in DAC meeting held SnJdnuary
2019. DAC directed CDA to pursue recovery Isgrving notices to the
defaulters. DAC pended the Para till recovery of CVT and advance tax.
Compliance ofDAC directive was not made till the finalization of this
report.

Audit recommendsomplianceof DAC directive.
(DP. 27)

3.4.23 Non-finalization of inquir ies

According to Establishment Division Secretary's D.O. teNe.
5/1/82C.1I (A), dated 06.08.981(St130 of ESTA @de) the following
measures should be strictly observed while conducting/finglinf the
disciplinary cases:

a) The Inquiry Officer be carefully selected for his competence
and capability to hold the inquiry.

b) A time-limit should be prescribed for completion of the
inquiry

c) Until the inquiry is completed, the Inquiry Officer, the
accused as well as the witnesses concerned should not be
permitted to proceed on leave, training course or on transfer
in or outside Pakistan.
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d)

f)

9)

h)

A checksheet, recording the day to day progress, shbal
maintained by the Inquiry Officer.

The inquiry proceedings once started should be held without
interruption, as far as possible, on day to day basis.

On receipt of the inquiry, the case should be processed
expeditiously by the Ministry concerned.

It should be impressed upon the Inquiry Officer that the
quality of work produced by him will reflect on his
efficiency, which will be recorded in his ACR.

The initiating officer should record his assessment of the
Inquiry Officer's performance in the ACR.

Audit noted that Director Security, CDA conducted Facts Finding
Inquiry regarding misplacement of files pfots No.52, 53, 54,57,58,59
and 60 Industrial Area Sectot9I2 Islamabad on 2212013 and copy
thereof submitted to the then chairman CDA by harkeinquiry officer
concluded that:

Five folders files of plot No.52, 53, 54,57,58,59 and 60
Industrial Area Sector-9/2 Islamabad were misplaced in the
Estate Management Directordte

As per statement of the dealing Assistant, the files were
handedover to Syeda Shafaq Ali Deputy Director HM
CDA.

The plots were transferred and transfer letters (bearing
signature of Syeda Shafaq Ali Deputy Directostdie
Managementl) were issued after embossing and the letters
were handed over to MArif Bhatti a Property Dealer.

The noting /preparation of transfer letters and issuance was
made by Mr.Abid Aziz, Senior Assistant who was not the
dealing hand, hence he was the main character in this case
assumed that he was in full knowledge regarding
misplacemenof the files.

Audit further noted that the detail of pending inquiries, received
from confidential section CDA, that 04 formal inquiries pertaining to Park
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Tower (F10, Plot No.3), Plot No-@, Sector G5, Plot No.19, F
Markaz (Institute of PolicyStudy and Safa Gold Mall (Plot No.5;7F
Markaz (Health Centre), Islamabad were pending since 2012. Audit
further observed that finalization of the formal inquiries was pending in
the offices of Member (Planning) and Member (Estate).

It was noted that wting Fact Finding inquiry the following
officers/officials were held responsible

32. Name & Designation Authorized officer
1 | Syeda Shafaq Ali Deputy Directd Secretary Cabinet Division
(repatriated)
2 | Mr. Abid Aziz Senior Assistant | Member Estat€DA
3 | Mr. Imran Junior Assistant Director concerned
4 | Mr. Amir LDC do
5 | Mr. Rahim Naib Qasid do

Audit observed that the Director Estate Managerhien€DA,
Islamabad failed to finalize the formal disciplinary action against the
persons involved as period of more than four years has since been
elapsed. Audit further observed that delaying tactics were being adopted to
linger on the matter evident from the inquiry file. The fitas submitted
to the Members/Gairman CDA multiple timesbut was returng back
indecisive/without finalization of disciplinary proceeding&bnormal
delay in finalization of formal inquiry, was not only providing undue
favour/ latitude to the involved officers/officials of the CDA but, also
encouraging the other employees tonenit such offences/irregularities in
future.

Audit pointed out the irregularity in June 201Bhe Authority
replied that files got misplaced during the process of change of title of the
subject plot. An inquiry on this account wasnductedby the Human
Resource Directorat€€DA and FIA also took up the matter. Result of the
inquiry conducted byHuman Resource Directoratwas still awaited
whereas inquiry conducted by FIA has been finalized.
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Meanwhile, an inquiry was ordered to be conducted by DIG
Security, Islamabad. As soon as the inquiry in question was finalized, the
same shall be shared with Audit authorities accordingly.

The matter was discussed in DAC meeting held Bridnuary
2019.DAC directed CDA to share the fact finding report withidét in
one week. DAC also directed to pursue the matter with FIA and DIG
Security for finalization of inquiry within three week€ompliance of
DAC directivewas not made till the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 29 30)

3.4.24 Non-recovery of rental charges Rs455.744 million

Section49A of CDA Ordinance 1960 provides thaaty sum dugo
the Authority from, or anywm wrongly paid to, any person under this
Ordinance shall be recoverable azars of land revenue.

Audit noted fromrecord of Additional Collector (Revenue) that
M/s Exceed PvtLtd. (Sardar Hayyat Mahmood Khan Mandokhail)
holding 79 Acers of CDA land without any lawfulléitat Said Pur village
w.e.f 24.042008. The CDA authaies calculated the rent of this land for
Rs 455744 million.

Audit observed that the final appeal of the defaulter waisidised
by the double bench of Supremewet of PakistarCP N0.1607/2014 on
14.052015.

Audit further observed that instead of seek decree for
attachment of his moveable/immoveable property the case was referred to
the Additional Collector (Revenue)/Senior Special Magistrate CDA who
issued a notice under Land revenue Act 1960240.2015. Recovery
was not effected due toonpursiance andonmaintenance of record in
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the llector office This resulted into nonecovery of Rs 455.744
million.

The matter was discussed in DAC meeting held df 2guary,
2019 wherein the Member (Estate) CDA admitted the audit point of view
regarding nofrecovery and lack of coordination between Additional
Collector and concerned Directorates of CDA. DAC showed its concerns
over the weak followup and norcoordindion/liaison of the concerned
Directorates with Additional Collector CDA and directed to devise SOP
for better coordination between the Directorates and early recovery of
CDA dues.

Audit recommends early recovery of outstanding amount.
(DP. 80)

3.4.25 Non-recovery of poperty tax and allied darges -
Rs 623.368 million

Section49A of CDA Ordinance 1960 provides thaaty sum dueo
the Authority from, or anywm wrongly paid to, any person under this
Ordinance shall be recoverable as arrears of larehte.

As per notices issued during financiaay 201617 by the office
of Additional Collector (Revenue) under Section 79 of West Pakistan
Revenue Act 1967 the residents of Islamabad were informed to tsubmi
Property taxof premises falling in residential aredailing which further
action will be taken which includes one month imprisonment or
confiscation of property.

Audit noted that an amount of Rs 555.139 million was outstanding
from different commercial/factory aas falling in the CDA premises since
long.

Audit further noted that the Additional Collector Revenue issued

500 notices to residents of residential area living in different sedtbis
involved a huge recovery
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Audit observed that recovery was swinding due to nen
maintenance of proper record in collector office and-deployment of
skilled staff. This resulteth to loss due to nomecovery & property ax
and allied charges for Rs 623.368 million.

Audit pointed out nowrecovery in June, 2018 he Authority did
not reply.

The matter was discussed MAC meetingheld on 28 January,
2019 wherein the Member (Estate) CDA admitted the audit point of view
regarding nofrecovery and lack of coordination between Additional
Collector and concerned Directorates of CDA. DAC showed its concerns
over the weak followup and norcoordindion/liaison of the concerned
Directorates with Additional Collector CDA and directed to devise SOP
for better coordination between the Directorates and early recovery.

Audit recommends early recovery of outstanding amount.
(DP. 81)

3.4.26 Short recovay - Rs4.317 million

Section49A of CDA Ordinance 1960 provides thaaty sum dueo
the Authority from, or anywsm wrongly paid to, any person under this
Ordinance shall be recoverable as arrears of land revenue.

Audit noted form Recovery &jister maitained in theoffice of
Additional Collector Revenu8knior Special Magistrate, CDA, Islamabad
that an amount oRs 4.317 million wa outstanding against different
companies. It was observed that the cases were closed without recovering
full amountdue This resulted into less recovery Bfs 4.317 million as
detailed below:

(Rs in million)

S Name of owner/address Recovery | Recovery

No. due effected Difference

01 | Property No.12Al-Safa Heightdl, 2.526 1.000 1.526
F-11/1 belongs to Mr. Abdu
Ghafoor & Abdul Shakoor
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SI. Name of owner/address Recovery| Recovery Difference
No. due effected
02 | Syed Zeeshan Haider, -&1, 0.800 0.400 0.400
Islamabad
03 | Asif Raza Mir Plot No.06, & 4.375 4,184 0.191
Markaz, Islamabad
04 | Manager PTCL/Plot No.45, 2 6.90 4.70 2.20
Floor, Zero Point building
Islamabad
Total 4.317

Audit pointed out nofrecovery in June, 2018 the department did
not reply.

The matter was discussed AC meetingheld on 28 January,

2019 wherein the Member (Estate) CDA admitted the audit point of view
regarding nofrecovery and lack of aordination between Additional
Collector and concerned Directorates of CDA. DAC showed its concerns
over the weak followup and norcoordination/liaison of the concerned
Directorates with Additional Collector CDA and directed to devise SOP
for better coormhation between the Directorates and early recovery of
CDA dues.

Audit recommends early recovery of outstanding amount
(DP.82)

3.4.27 Non-recovery on account of enhanced-loor Area Ratio -
Rs62.200 million

Section49A of CDA Ordinance 1960 provides thaaty sum dueo
the Authority from, or anywsm wrongly paid to, any person under this
Ordinance shall be recoverable as arrears of land revenue.

Audit noted from accounts record of Additional Collector
(Revenue)/Sgcial Magistrate, CDA, Islamabad that an amount of
Rs 62.200 million ws outstanding against Secretary Stock Exchange Plot
No. 55-B, Jinnah Avenue, Islamabad for recovery on account of enhanced
FAR as arrears of Land Revenue Act. Audit observed thatieenats
issued on 18.10.2017 by Additional Magistrate, CDA for recovery of BCS
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charges. A letter was issued by Deputy Director B@&ich explained

that an amount oRs 50400 million was drawn on J.S Bank Islamabad
Stock Exchange Branch Pay Order No.QI28. Reference N0.00318533
dated 22.11.2018. Audit further observed that the said pay order was not
enclosed with the letter and date of the pay orderalssdoubtful. This
resulted into nofmecovery on account of enhanced FAR as arrears of Land
Revenudor Rs62.200 million.

Audit pointed out nofwrecovery in June, 2018 the department did
not reply.

The matter was discussed DAC meetingheld on 2% January,

2019 wherein the Member (Estate) CDA admitted the audit point of view
regarding nofrecovery and lack of coordination between Additional
Collector and concerned Directorates of CDA. DAC showed its concerns
over the weak follonup and norcoordination/liaison of the concerned
Directorates with Additional Collector CDA and directed to devise SOP
for better coordination between the Directorates and early recovery of
CDA dues.

Audit recommends early recovery of outstanding amount.
(DP. 83)

3.4.28 Mismanagement in possession of landRks 1,550.00 million

PG for development of Park Enclave HougiRroject Islamabad
was approved by the CDA. DWP for R$86.386 million vide file No
CDA-54 (580) stats/2011 RPICN0.1286/20/ 2013 for development of 781
pl ot s measuring 500 x 906 and 750
Development at Park Enclave was ase to M/s Ch. A Latif & Sons
(Pvt.) Ltd at contract cost Rs,462.00 million with date of start
08.08.2014 to be completed in 365 days up to 07.08.2015.

Audit noted that Infrastructure Development Work of Park Enclave

was shown substantially completed 31.12.2016. Formal taking over on
completion (T.0.C) was notified and issued along with punch list to the
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contractor and defect liability period D.L.P also stated to have
completed/expired on 31.12.2017.

Audit observed that 62 plots of size one &aand above could not
be developed due to ngossession of site of plots for development.
Development work was also delayed and plots on which clear possession
was not handed over to the contractor were not dpeel Nor
development of huge numbers dbs was not only violation of the orders
of competent authority but also loss to the general public/allottees whom
were deprived with economic/ social benefits. This restuitiet loss of
Rs 1,550.00 million.

Audit pointed out the nodevelopment of asidential plotsand
mismanagement possession of Land in November 2018. The Authority
replied that Engineering Wing completed the development work in these
areas where possession was given by the Land Rehabilitation
Directorate CDA. Remaining development work will be completed as and
when possession will be handed over.

The eply was not tenable as possession of 62 residential plots was
not handed over to the project authorities till completionhef project,
which was loss to authority.

DAC meeting was not convened despépeated effortby Audit.
Audit recommends investigation to fix responsibility against the
person(s) at fault.

(DP. 124)

3.429 Payment of éectricity bills without actual consumption records
- Rs 790.968 million

Rule-1(i) of CDA Procedure Manual Pdit Financial Procedure

provides that every Officer authorized to incur expenditure from Public
funds is expected to exercise same vigilance in respect of expenditure
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from public funds as person of ordinary prudence shall exercise in respect
of his own money.

Audit noted that Deputy Director, Street Light Division, E&M
Maintenance Directorate, CDA Islamabad made payment of Rs 790.968
million to M/s IESCO on account oélectricity bills of street lights
installed on various locations in capital city during the financial year
201718.

Audit observed that the electricity bills were being charged on
lump sum unit basis without actual measurement through Energy meters
The electricity bills were charged per month on lump sum load basis, not
supported with total No. of street lights, working hours, percentage of
lights out of order to justify the monthly units being charged. This resulted
in unrauthentic payment of Electrig bills for Rs 790.968 million.

Audit pointed out the unauthentic paymeint July, 2018. The
Authority replied thatn past meetings, held in the Ministry of Water and
Power, wherein it was decided that WAPDA shall install energy meters on
all the steet light circuits by30.4.1998 and meanwhile CDA will pay 75%
on the basis of agreed connected loadontrary to this settlement,
IESCOdemanded 100% payment. The matter was referred to the Secretary
Ministry of Water and Power Govt. of Pakistan by tblkeairman, CDA
who did notagree on the grounds that there were tremendous line losses
on street lightircuits due to various reasons which need to be accounted
for in the bills. Due to accumulation of arrears IESCO sometimes
disconnects power suppiy CDA/MCI offices and installations including
tube wells and street light€DA/MCI has never paid the full amount
claimed by IESCO for street lightsnd has always paid less than their
claims after proper reconciliatioBesides, unit rate taken by the Audit
does not include other charges ligewer/load/losses and power factor
etc.

In reply the authority has admitted that electricity bills were being
charged on lump sum unit basis without actual measurement through

Enegy meters as the WAPDA/IESCO has not installed energy meter
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despite repeated request. Excess billing/payment without authentic reading
was a recurring loss to the CDA which should be avoided/ minimized
through reconciliation with IESCO and installationeoiergy meters

The matter was discussed in DAC meeting held Brdnuary
2019.TheDAC pended the para and directed CDA to hold a meeting with
IESCO at higher level through Ministry of Interior for billing on the basis
of actual consumption of electrigi Compliance to the DAC directive was
not reported till finalization of this report.

Audit recommendsomplianceof the DACdirective.
(DP. 38)
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METROPOLITAN CORPORATION ISLAMABAD (MCI)
Irregularity and Non -compliance
3.4.3) Non-payment ofinstallments of loan- Rs 663.620 million

According to Articlell of the loan agreement (RR-25) for
Metropolitan Water Supply Project (Simly) under Japanese Project loan
signed between the Government of Pakistan andtrerseagconomic
CooperatiorFund (OECH of Japan on 30.03.1989 regarding repayment
and interest, Sectiehof the Article provides that the Borrower shall repay
the principal of the loan to Fund in accordance with the Amortization
Schedule set forth in SchedtBe Section 2 of the Article proves that the
Borrower shall pay interest to the Fund semnually at the rate of two
and half percent (2.5%) per annum on the principal disbursed and
outstanding. The Borrower shall pay to the Fund26fi March of each
year the interst that has accruedpuo 19" March of that year from20"
September of the preceding year and26fi Septembenf each year the
interest has accrued up1&" September, 19 fro20" Marchof that year.

Audit observed that W&S Development Directorate MId not
pay six installments of principal amount and interest accrued thereon due
as per revised amortization schedule as required under the Arto¢leéhe
Loan agreement (PR-25) for Metropolitan Water Supply Project (Simly)
under Japanese Project Aid signed betwienGovernment of Pakistan
and the OECF of Japan on 30.03.1989. idapment of installmestof
loan will result in creation of pending liabilities and piling up of interest.
This resulted in nopayment of installments of loan (F&25) for Rs
663.620 millon to Economic Affairs Division(EAD) for onward
repayment of loan to the Fund (OECF) since September, 2015.

Audit pointed out nofepayment of loan in October, 2018. The
authority replied that allocation was made in previous two finayeab
for repayment of Foreign Loan but the payment was not released due to
shortage of funds. However, lump sum allocation of Rs 300.00 million has
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been made in the current financial year 2098and payment shall be
made to EAD accordingly.

The authority in its rdg admitted that installments of loan were
not paid despite of allocation the financial years 20146 and 201718
due to shortage of funds which was financial indiscipline.

The matter was discussed in DAC meeting held8f January,
2019 wherein M| explained that commitment of repayment of loan could
not be fulfilled due to nomelease of funds. DAC pended the Para till
fulfillment of commitment of repayment of the loan.

Audit recommends for early repayment of loan as per amortization
schedulein compliance of the Articles of loan agreement to avoid any
pending liability and accrual of interest thereon.

(DP. 11)

Internal Control Weaknesses

3.4.3L Non-recovery of Hire Charges of machinery and PreMix
Asphalt Concretei Rs 120.73 million

Para 401 of Capital Development Authority Procedure Manual

Partl 1 | provides that HfAestimated cost of
by the party concerned with the Machinery & Pool Organization either in
shape of special cheque or otherwiseo.

Audit notd that Director Machinery Pool Organization
(Operation), Metropolitan Corporation Islamabad rented out machinery of
Rs 108.81 million to the sister divisions and issued 1561 No. batches of
premix asphalt concrete of Rs 11.020 million and repaired vehaclds
machinery valuing Rs 0.900 million of the various Divisions of
Metropolitan Corporation/Capital Development Authority Islamabad
during the financial year 2018 without actual receipt of funds in
advance even after completion of the jobs and altsecf the financial
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year 201718. This resulted in nerecovery of hire charges féts 120.73
million

Audit pointed out nosrecovery in July 2018. The Authority
replied that all the sister formations of MCI and CDA were informed for
the outstanding @rges. Reminders were issued to all CDA & MCI
formations for reimbursement of hire charges. Reply of the Authority was
not tenable as recovery of hire charges, cost of premix asphalt and cost of
repair of machinery was to be recovered in advance as perfcap&dure
Manual to avoid accumulation of arrears.

The matter was discussed in DAC meeting hel®28f January,
2019 wherein the DAC constituted a committee comprised on DFA
ministry of Interior, CDA and MCI officers to devise a solution of hire
charges to be recovered from the users Divisions.

Audit recommends an early recovery of the outstanding amount.
(DP. 04)

3.4.32 Handing over of site without Bank Guarantee- Rs 37.908
million

Clause8 of the Terms and Conditions for auction of right of
collection of entry ticket fee at lake view park, Islamabad provides that

AfThe successf ul bidder shall be bound to

will cover the total term of contract and one month after expiry of the
contract from local scheduled bank elgita65% of the highest bid offer
within seven (07) days from the date of issuance of letter of acceptance
and entein to agreement with the authority within 15 days after issuance
of letter of acceptance. The bank guarantee will be released after one
morth of expiry of license period with the approval of competent authority
subject to satisfactory performance and clearance of all due payments by
the |Ilicensee to the authorityo.

Clause2 8 of the TORs also provides
any one or moref the above cited conditions and robservance of

159

t hat



above noted obligations the authority will issue notice and will terminate

the agreement after 30 days of the notice if the licensee failed to comply

with the obligations of the Terms & Conditions of tagreement. The

bank guarantee of the |icensee wil/ al so

Audit noted that the work for Collgonh of entry ticket fee at
Lake view Park, Islamabad was awarded to the contractor M/s Z.K
Trading Company for two years for Rs 58.320 million evitktter of
acceptance dated 21.01.2016 with the directions under Cailnset as per
Clause8 of TOR & agreement clause-(@) to furnish bank guarantee
from any schedule bank of Pakistan situated in Islamabad equal to 65% of
the highest bid amounting s 37.908 million.

Audit observed that the Authority handed over possession of the
site for collection of entry ticket without receipt of 65% bank guarantee by
issuing a letter dated 25.02.2016 citing the approval of Member
(Environment), CDA regarding pvision of the said bank guarantee
within 03 months period (as requested by the Contractor) which was later
on withdrawn through letter dated 29.02.2016 being communication of
fake approval of the Member (Environment). Audit further observed that
the saidfacility for non-provision of bank guarantee @ 65% was being
also provided to the contractor for next financial yé&diis resulted in
nonforfeiture of deposited money of Rs 20.412 million due to-non
observance of contractual requirements.

Audit pointad outthe issuean July 2018. Authority replied thas
per Clause 8 on TORs of auctiagfeement the contractor was bound to
deposit the bank guarantee of 65% against the balance payment. The
contractor however after depositing the advance due amounth wiais
35% of the bid amount equest ed for tinmeufor ( 0 4) mo nt
preparation of bank guarantee. His request was forwarded to competent
authority through Law Directorate, CDA. Approval of the then Member
Environment was however misconceived.

The reply of the Authority was not acceptable because there was
no provision in the contract agreement to grant extension for submission
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of bank guarantee. Undue financial favour was granted to the contractor
by conveying approval of Member (Environmemngudulently which was
later on withdrawn and provided a cause of action to the contractor to
proceed to court of law.

The matter was discussed AC meetingheld on 28 January,
2019 wherein DAC constituted inquiry committee to probe the- non
obtaining of bank guarantee and granting relaxation for four months
without lawful authority.

Audit recommends that matter be investigated and appropriate
action be takeagainst prsons at fault
(DP.44)

3.4.33 Lessrealization of revenue- Rs 34.936 million

As per appendbC to agreement dated 12.03.2007 signed with JV
partner M/s World Call Pvt LtqWCL), sharing of revenue generated
through leasing of Cable Duct &% (WCL) 35% (CDA). Further CDA
Board approved rate for duct lease are as under:

Length (Km) Rate per meter(Rs)
Upto 10 Km 1,560
10.01 Km to 50 Km 1,440
50.01 to 100 Km 1,320
100.01 Km and above 1,200

Audit noted (in compliance of PAC directivdated 29.05.2018 on
para No. 2.4.1 Audit Year 201¥b) that M/s World Call signed
agreements with M/s Telenor, M/s World Call, M/s Multinet and M/s Pak
Mobile Communication Pvitd. for use of use of Cable Duct.

Audit observed that World Call (Jpartner) charged lesser rate for
leasing cable ducts than approved by CDA Board to other service
providers mentioned above. This resulted in less receipt of revenue to
CDA for Rs 34.936 million.
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Audit further observed that there was no mechanism in place
which intimate CDA the total number of agreement signed by World Call
Pvt Ltd. with other services providers to assess due share of CDA
revenue.

Audit pointed out less receipt of revenue on 05.06.2018. The
authority repliedthat the CDA board permitted /sWorld Call to levy
maximum 286 discount on Bulk Purchase. M/edhnology at work and
CDA signed a consultancy agreement far v agreement between CDA
and World @ll on 5% payment of the Project by CDA per annum to them
as fee. Upon completion of coatt period of 03 years in 2010 and on
nonsatisfactory performance of the consultant (since CDA got only
1.93% share out of the 35 % share decided), the consultancy agreement
expired and no further extension was granted.

As regards to the recovery Bk 143.52 million, this office issued
three show cause notices to M¥orld Call. Letter waslsoissuel to the
Senior Special Magistrat&dditional Collector Recovery, CDA for forced
recovery. Moreover a Board Summary has also been prepared for
cancellationof JV agreement of commattuct project between CDA and
M/s World Call. Reply was not tenable as the agreement was binding on
both parties. Subsequent changes were post tender changes.

The matter was discussed in DAC meeting held8f January,
2019 wherein the Committee directed DMA to reconcile the due
receivables share of MCI with M/s World Call, realize the revenue and get
it verify from audit.

Audit recommendsompliance of DAC directive
(DP. 37)

3.4.34 Non-recovery of rent from concessioaire - Rs 18.693 million

According to Clausd5 of agreement dated 10.03.2006 signed

with Mr. Lugman Al i Af zal forirr- A0Oper at e

Sohawa, Islamb a d 0 , the company was required
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million per year for first 03/ears. Total lease period was 15 years starting
from 10.03.2006.

Audit observedduring audit of case file of Restaurant at Pir
Sohawa Islamabad (Monal Restaurah@t rent of Rs 8.902 million for
the year 201and Rs 9.791 milliotior the year2018 wasdue against the
lessee of the restaurdmtit he did not pay the rent to the Authority. This
resulted in nofrecovery of rent of Rs 18.693 million.

Audit pointed out nowecovery in June, 2018. The authority
replied that the case file was handed over I, lGovt. of Pakistan on
24.10.2018 in the light of inquiry No. 89/2018. As and when the subject
file returned back, the requisite information will be submitted
accordingly.

The mattewas discussed in DAC meeting held ori®Znuary,
2019 wherein MCExplained that the matter is under investigation with

FIA. DAC pended the Para till finalization of the investigation.

Audit recommends$or early recovery of rent

(DP. 36)
3.4.35 Non-recovery of lease money Rs 7.974 million
Rule 26 of GFR(Vol-l ) provides that it is th
Departmental Officer to see that sums due to Government are promptly
and correctly assessed, realized and duly

Audit noted that the Authority enteraal to lease agreements thi
different parties for providing recreational facilities to the general public at
agreed annual rent to be paid in advance at the start of each financial year
with 15% increase in rent after every five years.

Audit observed that the Lessees failedigposit the due payments
within stipulated time period. The Authority had not received the delayed

payment charges as the contracts were framed in favour of the contractors
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wherein no delayed payment charges clause was provided. This resulted in
nonrecovery of principal amount and delayed payment charges on
account of lease money of Rs 7.974 million.

Audit pointed outthe nonrecovery in July 2018. The Authority
replied thatthere was no clause in contract agreement for recovery of
delayed paymentharges. However a safety mechanism was available in
contract under clause bb, according to which if the lessee could not
deposit the dues in time the cancellation notice of 15 days was to be
issued, failing which, the lease agreement could be canceltede Tvas
no default up to 30.06.2018 and most of the lease holders deposited their
dues up to 30.06.2019 in advance.

The reply was not accepted because the Authority failed to produce
record regarding adjustment of Rs 1.560 million. Furthermore, theramou
outstanding from the years 2018 to 201617 was received during the
years 201516, 201617 & 201718 but action regarding cancellation of
allotment in accordance with terms and conditions of agreement was not
initiated by the Authority. Hence delay@ayment charges were required
to be recovered.

The matter was discussed MAC meetingheld on 28 January,
2019 wherein the Committee directed to recondile tlue amount of
eleven (11)entertainment facilities, effect recovery as per contract
agreenent and get it verify from AuditCompliance of DAC directive was
not maddill the finalization of this report.

Audit recommendsomplianceof DAC directive.
(DP. 45)
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CHAPTER 4
CIVIL AVIATION AUTHORITY
(AVIATION DIVISION)

4.1 Introduction

Pakistan Civil Aviation Authority (CAA) is a public sector
autonomous body working under the Federal Government of Pakistan
through Aviation Division, Cabinet Secretariat. CAA was established on
7" December, 1982 through Pakistan Civil Aviation Authoftgdinance
1982. As per Scheduld of Rules of Business, 1973 (amended up to
January 2019) Aviation Division is responsible for administration of Civil
Aviation Ordinance and development of civil aviation in Pakistan.

The purpose of establishing CAA tis provide for the promotion
and regulations of Civil Aviation activities and to develop an
infrastructure for safe, efficient, adequate, economical and properly
coordinated Civil Air Transport Service in Pakistan. CAA not only plays
the role of the aviabin regulator of the country but at the same time
performs the service provider functions of Air Navigation Services and
Airport Services. The core functions of
OAir Navigation Servicesodo natiorbdaré Ai r port Se
fully supported by various corporate functions of the organization.

The general direction and administration of CAA and its affairs
vests in CAA Board which exercises all powers, performs all functions
and does all acts and things that neete exercised, performed or done
by the Authority. The Chairman CAA Board is the Secretary of the
Division to which the affairs of the Authority are allocated. Presently, it is
the Secretary Aviation. CAA Executive Committee is the highest decision
making body of the Organization. It exercises such administrative,
executive, financial and technical powers as delegated to it by the
Authority. Director General CAA is the Chairman of CAA Executive
Committee. The Federal Government appoints the Director &lemko is
the Executive head of CAA and exercises such powers and performs such
functions as may be specified in CAA Ordinance or delegated to him by

165



the CAA Board from time to tim&.he CAA Board is assisted by CAA
HR (Human Resources) Committee and CAA Audit Committee. The
Director General is assisted by the Deputy Director General, Directors and
Additional Directors. The Director (Finance) controls the budget and
enforces the inteal financial controls/checks. Internal Audit Department

is headed by an Additional Director under the direct supervision of the
Director General. The Headquarters of the CAA are situated at Karachi.

4.2  Comments on Budget and Accounts (Variance Analysis
Financial Statements of Civil Aviation Authority for the financial
year 201718 (unapproved) disclosed the figures of budget and

expenditure as under:

a. Budget and Expenditure
(Rs in million)

. . Excess/
Description Budget Revised| Expense EXC¢SS/ (Saving)
Budget (Un- (Saving) %
approved)
Non-Development
a b C d=(c-b) | e=d/b*100
Establishment 25,536 26,363 | 34,511 8,148 31
Administrative
Expenditure 5,254 | 4,638 4,053 (585) (13)
Repair & 1496 | 1,192 | o964 (228) (19)
maintenance
Provision for
doubtful 11,281 | 10,845 11,064 759 7
receivables
Depreciation 5,736 | 5,575 5,224 (350) (6)
Revaluation . 5276 | 5276 | 100
Deficit
Financial charges 4 4 3 (1) (25)
Sub-Total 49,307 | 48,617 | 61,095 13,019 27
Development
Annual
Development 41,470 29,093 | 21,064 | (8,029) (28)
Programme
Total 90,777 | 77,710 | 82,159 4,449 6
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The

total revised budget allocation for the year 2087in

nontdevelopment and\nnual DevelopmentProgramme was Rs 77,710

million. An

expenditure of Rs 82,159 million was incurred out of the

revised budget allocation. This resulted in excess of Rs 4,449 million
representin@% of total budget allocation.

Audit noticed that:

The nondevelopmenexpenditure of the Authority was 27%
more than the approved revised budget.

In Annual Development Programme budget, there was a
saving of Rs 8,029 million representing 28% of the budget
allocation. This suggests that the Authority was not able to
fully utilize its allocated budget for developmgmbjects.

b. Revenue

(Rs in million)

Des

cription | Target 201718

Realized Excess/ Excess/
(Shortfall) | (Shortfall)
%

Aeronautical | 69,571 | 69,574 3 0.004

Non-

Aeronautical

8,720 24,934 16,214 186

Total

78,291 | 94,508 16,217 21%

1

Approved Audited financial statements from CAA Board
for the year 201-18 were not produced by the Authority
till the finalization of this report despite repeated requests
of Audit. Therefore, Audit is unableo commenton the
accounts and financial statements.

The aeronauticalevenue realized was 0.004% mahan

the target, this suggests that the Authority was able to
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achieve its targets resulting increase in the aeronautical
revenue.

1 Non-aeronautical revenue was 186f6re than the targeted
revenue due to improvement towards recovery from
concessionees. The overall revenue realized was
Rs 94,508 million, for the financial year 2013
representing 21% more than the targeted revenue. Revenue
realized during the yeas higher than the revenue realized
for the previous year201617 which was Rs72,859
million.

43 Bri ef comment s on t he status
directives
Compliance position of PACOs di
to Civil Aviation Authority is as under:
Total No. of Compliance | Compliance Percentage
Year Paras . of
Paras , Made Awaited ,
Discussed Compliance
198990 01 01 01 - 100
09 CAA
+ 3 Ex 3 Ex ADA+
199091 ADA + 1 12 09 1 PAR 75

PAR (10)

199192 26 26 10 16 38.46

33 CAA

5 07 + Ex
199293 38 26 ADA+01 68.42

ADA + PAR

1 PAR

(14)
199394 49 49 21 28 42.85
199495 08 08 06 02 75
199596 14 14 07 07 50
199697 20 20 16 04 80
199708 91 91 82 09 90.10

] 2 SAR 2 - 2 -

199899 46 46 36 10 78.26
199900 63 63 37 26 58.73
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Total No. of Compliance | Compliance Percentage
Year Paras . of
Paras . Made Awaited .
Discussed Compliance
200001 83 83 62 21 74.69
200102 14 14 12 02 85.71
200304 21 21 16 5 76.42
200405 10 10 08 02 80
200506 13 13 12 01 92.30
200607 09 09 05 04 55.55
200708 06 06 03 03 50
200809 17 17 10 07 58.82
200910 14 14 12 02 85.71
56 56 30 26 53.57
25 PAR 25 22 03 88
201011 16 PAR 16 14 2 87.5
33 PAR 33 19 14 57.57
201213 38 38 13 25 34.21
201314 38 38 16 22 42.10
201617 41 26 12 14 46.15
201617
Spl Study 2 2 1 1 50

Note: Audit Reports for 19886, 19%-87, 198889, 200203, 201112,

201415 and 201718 have not been discussed by PAC till the finalization
of this Audit Report.
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4.4  AUDIT PARAS
Irregularit y and Non-compliance
4.4.1 Award of work without pre -qualification - Rs 5,903.940 million

According torule 4.1 ¢hapter4) of CAA Procurement Ruless
procuring agency, prior to floating tendeiavitation to proposals or
offers in procuremen proceeding, may engage in prgualification of
bidders in case of services, civil worksirnkey project and in case of
procurement of expensive and technically complex equipment to ensure
that only technically and financially capable firms having adequate
managerial capabiliteeare invited to submit bids

Audit noted that Pakistan Civil Aviation Authority, Headquarters
Karach awarded the work, APassenger Ter mir
Allama Igbal International Airport, Lahobe at agreement cost
Rs 5,90340 million to M/s Izhar Construction (Pvt) Ltd vide acceptance
letter dated 24 April, 2017.

Audit observed that thevork wasawarded without going through
pre-qualification process as requirachder the rids This resulted in
irregular award of work for Rs 5,90840 million without prequalification
of contractors.

Audit pointed out the irregularity in September, 20IBhe
Authority did not reply.

DAC meeting was not convened despite repeated efforts by Audit.
Audit recommends investigation and fixing of responsibility

againstpersons at fault
(DP. 133)
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4.42 Payments without recording measurements- Rs 8,947.538
million

As per Para 208 of Central Public Works Accounts Code,
payments for all work done are made on the basis of measurements
recorded in the Measurement Book (Form 23) in accordance with the rules
in Para 209 of CPWA Code. The Measurement Books shthadefore,
be considered as very important accounts record.

Audit observed that different formations of Civil Aviation
Authority made payments of work done to contractors for Rs 8,947.538
million without recording measurements in the Measurement BAdks
resulted in irregular payments to the contractors for Rs 8,947.538 million
(Annexure-1).

Audit pointed out the matter in Octobdovember 2018. The
Authority replied thatneasurements in Bk pursuanto para208 and 209
of CPWA Code is not maintaablebecauseall works are based on FIDIC
(Federation Internationale Des Ingenie@anseil3 Conditions of
Contract.

The reply was not accepted because measurements for work done
were required to be recorded in the Measurement Books in the light of
clarification of Auditor General of Pakistatated 1% October,2018and
directions of Public Accounts Committeeirculated vide National
Assembly Secretariat (PAC Wing) O.M No. F.10(1)/2a1@2017PAC
dated 1% November, 2017

DAC meeting was not caened despite repeated efforts by Audit.

Audit recommends fixing of respsibility against persons
responsibldesidesnaintenance of Measurement Books as per rules.
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443 Award of additional
Rs 2,411.442 million

works without fresh tenders -

Rule 12 (2) of Public Procurement Rules, 20G#tates that all
procurement opportunities over two million rupees should be advertised
on the Aut haswelt ag th othewpilt snédia er newspapers
having wide circulation The advertisement in the newppe shall
principally appear inat least two national dailies, one in English and the
other inUrdu. Rule 42 (c) (iv) of ibid rules provides that a procuring
agency shall only engage in direct contracting if the repeat orders do not
exceed fifteen percent (15%) of the original agreement. According to Rule
50, any violation of theseiles constitute misprocurement.

Audit observed that in the following projects, the contract amount
was enhanced beyond 15% of the already awarded amount and additional
works of Rs 2,411.442 millionvere awardedvithout calling tendersn
violation of Public Procurenmt Rules, as detailed below:

(Rs in million)

DP. . Original | ) itional | %0 @bove
No. Name of work/project Agreement works agreement
Amount amount

142 & | Expansion and Renovatic 537.716 557.198| 103.62%
143 of Terminal Building and

Rehabilitation of existing

Fokker Apron andAlpha

Taxiwvay at Faisalaba

Airport
163 Airfield Lighting System 946.771| 1,058.301 112%

Package 7A, Islamabad

International Airport
171 Passenger Terming 1,502.202 795.943 53%

Building Furniture, Seating

Counter & Signage

Packages, Islamabad

International Airport

Total 2,411.442
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Audit pointed out the irregularity in OctobBlovember 2018. The
Authority replied that the additional works were awarded as per site
requirement and with the approval of the competent authority.

The reply was not accepted because additional works were
awarded without calling tenders in violation of PPRA Rules.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends fixing of respabdity against thepersons
responsiblef violation of rules.

4.44 Irregular hiring of manp ower through contractors -
Rs401.023million

According to CAA Service Regulations, there is no provision
regarding hiring of human resources through third party contractors.

Public Accounts Committee (PAC) in its meeting held 28
April, 2018 while discussing Audit Report for the year 2016 expressed
concern over the losses oced due to payment of servioharges to
third party contractors for hiring of human resource and directed that this
practice be stopped hence forthwith and the reoant be carried out
through a transparent process/laid down rules (National Assembly PAC
Wing, Islamabad Office Memorandum No.F.10(1)/11182017PAC
dated 25 April, 2018).

Audit noted thaCivil Aviation Authority hired manpower through
contractors for various wings of theHeadquartey CAA, Jinnah
International Airport KarachiAllama Igbal Intenational Airport Lahore
and Bacha Khan International Airport, Peshawar.

Audit observed that hiring of manpower through contractors was
against the proviens of the CAA Service Regulations. This resulted in
irregular expenditure ofRs 401.023 million due to outsourcing of
manpower
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Audit pointed out the irregularity in JubAugust 2018. The
Authority did not reply

DAC meeting was not convened despépeated efforts by Audit.

Audit recommends that in pursuance of the PAC directive, the
practice be stopped hence forthwith and the recruitment be carried out
through a transparent process/laid down rules.

(DP. 48, 99, 157, 161162

4.45 Irregular payment to Field Design Support Services
consultants- Rs 205.676 million

As per subclause 6.2.56.2.3 of the Consultancy agreement for
Design and Field Design Support Services (FDSS) for the construction of
New Islamabad International Airpontemuneration for the personnel shall
be determined on the basis of time actually spent by such personnel in the
performance of the Field Design Support Services.

Audit observedhe following:

1. Manhours calculated for paymettt consultants wereithout
justification of working and calculations of mdwours with
reference to activities performed by the consultants.

2. Working shown on the part of the consultants was without
reference to the Employer/CAA directions to perform that
particular task.

3. Paymentof Rs 44,123 million was made to M/s NESPAK on
martmonth basisinstead on manhour basisagainst five
permanent staff at project site against the provision of the
consultant agreement.

4. Invoices were not paid on monthly basis which invdliagher
dollar rate conversion rates Rak rupee.
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This resulted in irregular payment to consultants for 206.676
million as detailed below:

DP. No | Name of Consultants Amount Paid
(Rs in million)
176 | M/s Aeroports De Paris Igenierie, (ADP 143555
NESPAK
180 | M/s CPG Consultants Pte. Limited 62121
Total 205.676

Audit pointed out the matter in November 2018. The Authority
replied that here was no fixed or definite rule/procedure to evaluate the
exact time spent on a particuleDSS assignment, but rather it is the
actual assessment of inputs/efforts converted into hours being consumed
by FDSS design team against the subject assignmespaNstaff was
deployedfull time at site and accordingly verified and remunerated on
ratesgiven in the agreement.

The reply was not accepted because working shown on the part of
the consultants was without reference to the Employer/CAA directions to
perform that particular task. Payments for Review of Technical
Submittals, Shop Drawings armksponse to Design Queries/Issues were
without justification of working and calculations of mhaurs with
reference to working on the part of consultant sRffyment on monthly
basisto M/s Nespakvas against the provisions of the contract.

DAC meeing was not convened despite repeated efforts by Audit.

Audit recommendseview ofthe payments made to the consultants
with reference to actual mdrours involved and recovery of the excess
amount under intimation to Audit.

4.46 Pre-qualification without advertisement- Rs55.806 million

As per Rule 12 (1) of Public Procurement Rule2004
procurements over one hundred thousand rupees and up to the limit of two
mil |l ion rupees shall be advertised on
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manner and format specified by regulation by the Authority from time to
time. These procurement opportunities may also be advertised in print
media, if deemed nessary by the procuring agency.

Audit noted that Civil Aviation Authority made advertiseneeint
newspapers for establishment, running and operatbiisConcessi on of
Meet& Greetar ea and CI P Lounges at |l sl amabad
on 2'Y December,2016 and19" January, 2017 in two phasdsineteen
(19) bidders were declaregualified.

Audit observed that the concessorEdiablishmentrunning &
operations obrandedcoffee shop (Na02)0 andfilnstallation,operation &
maintenance of four (04) LEDs (wathountedd were not included in the
advertisement for prqualification. But M/s Phomi Foods were qualified
for the branded coffe shop concessionat the rate of R$05,000 per
month with 10% cumulative annual enhancement for a period of three
years and other concessioner M/sRed vepeq ual i fi ed for Al nst al
operation & naintenance of four (04) LEDs (wall onntedd at the rate of
Rs 900,000 per month with cumulative annual enhancement for a period
of three years. This resulted in irregupae-qualification of concessioner
for the concession without competition involving Rs8&® million.

Audit pointed outthe irregularity in January, 2018 but Authority
did not reply.

DAC meeting was not convened despite repeated efforts by Audit.
Audit recommends investigation for fixation of responsibility of
irregular qualification bconcessioners.

(DP. 33)

4.4.7 lrregular calling of tender before technical sanctioned estimate
- Rs 47.35 million

Para 7.12 (a) of Pak PWD Code ssathat where work or supply
material is to be given out on contract, tenders must be invited after the
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estimate has been technically sanctioned and the contract document have
been approved by an authority not lower than that empowered to accept
the tender.

Audit observed that Senior Additional Director Civil (North),
Allama Igbal International AirpoytCAA, Lahore called tenders against
two works of the cost of Rs 47.35 million before technical sanction to the
estimate of the worlkas detailed below

DP Date of Date of Amount
No. Name of work Technical calling (Rsin
' sanction Tenders million)

71 | S.H: Provisioning & 29.05.2017 | 20.05.2017 31.400
Installation of MRL
traction type Elevator i
place of  existing
hydraulic elevators Ng
11 & 12 installed a
AIlIAP Lahore

72 | S.H: Construction o0} 26.08.2017 | 01.082017 15.950
waiting  lounge  ali
Walton Aerodrome
Lahore

Total 47.3%

This resulted in irregular calling of tendeasiounting taRs 47.35
million in violation of rules.

Audit pointed out irregularity in August, 2018. The Authority
replied that tenders were opened and acceptance letters were issued after
technical sanction of estimates.

The reply was not accepted because calling of tenders before
technical sanction to the estites of the works was against the rules.

DAC meeting was not convened despite repeated efforts by Audit.
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Audit recommends investigation for fixation of responsibility
againstpersons at fault

448 Extension of agreement instead of callingfresh tenders -
Rs 46.704million

Rule 12 (2) ofPublic Procurement Rules, 20G#tates that all
procurement opportunities over two million rupees should be advertised
on the Authorityds websi oremewapapersve | | as
having wide circulatin. The advertisement in newspapers spiaticipally
appear irat least two national dailies, one in English and the othierda.
Further,Rule 42 (c) (iv) of ibid rules provides that a procuring agency
shall only engage in direct contracting if the raperders do not exceed
fifteen percent (15%) of the original agreement.

Audit noted that Airport Manager, Jinnah International Airport,
Karachi awardedwo contracts for hiring of skilled manpower for Works
Division (Civil) and Electrical & Mechanicalto M/s Metro Maintenance
& Housekeepingservices at JIAP at monthly rate &s 1,354,395 and
Rs 406,318 respectivelfjor six months Anothercontract for outsourcing
of horticulture & landscaping services at JIAP was awarded to M/s Islam
Khan & Sons at monthly rate &s2,081,2500r one year

Audit observed that after expiry of the origiraintract periodthe
management extended the period of exisaggeementgor many times
(ranging from 5 to 26 monthggainst the provisions of rules instead of
calling open tenders. This resulted in irregular extensions of agreement
involving Rs 46704 million.

Audit pointed out the irregularity in Januafgbruary, 2018. The

Authority replied thatthe existing contracts were extended in order to
support the operations with the approval of the competent authority.
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The replywas not accepted becayseriods of gisting agreements
were extended for many times through piecemeal extensions against the
provisiors of rules instead of callingpen tenders

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends &on against the persons sgonsible of
irregular extensions in contract period.
(DP. 04)

4.49 Irregular award of license - Rs 43.956 million

Rule 32 of Public Procurement Rules, 200gtates that no
procuring agency shall introduce any condition, which discriminates
between biddrs or that is considered to be met with difficulty. In
ascertaining the discriminatory or difficult nature of any condjtion
reference shall be made to the ordinary practices of that trade,
manufacturing, construction business or service to which thétydar
procurement is related.

Audit noted that the CAA changed standard General Clause 3

|l icense agreement by replacing the

tender document detes that registered Companisie Proprietor

wor ds
withasihaving at | east 0 Gengrad cdlausBB®f ex peri ence

having at | east (05) yearsd experience f

airports with good reputation, sound financial background, fulfilling the
conditions enumerated in succeeding paragraphs who adefaulter of
CAA and other Government Organizatsmmon any forum are eligible to
participate in the tendero

Audit observed that M/s Kohisar Enterprises were sitlicgnse
of baggage wrapping services in international departure (opposite-icheck
counter N0.29) at Jinnah International Airport Karachi since last five years
from 10" May, 2011 to 29 July, 2016. Audit furthepbserved that the
Authority changed the standard General Clause 3 to favour the sitting
licensee of the same concession whty had experience of five years and
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awarded the same concession for further five years fréhd 3§, 2016 to
29" July, 2021 at the rate dRs 600,000 per month. This resulted in
irregular award oficenseinvolving Rs 43.956 million.

Audit pointed ait the irregularity in January 2018. The Authority
replied that General clau§e of tender document does not bar
concessionairegperating similar business at other CAA airports from
participating (including all the previousoncessionairgsin the tender.
Therefore, the clause is not a violation of PPRA and the transparency
parameters set by the Authority.

The reply was not tenable because amendment in general condition
was made just to accommodate the sitting licensee. Furtner
amendment in generabndition, equal opportunity was not given to the
interested companies, which was a violation of PPRA and an act to
compromise transparency.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends for issuance of directionstiie Authority to
probe the matter and fixing responsibilities upon the persons(s) at fault.
(DP. 26)

4.410 Wasteful expenditure on advertisementfor outsourcing of
airports - Rs 34.657 million

PPRA Rule 1)1 denotes t hat Aval ue for mo n e
returns for each rupee spent in terms of quality, timeliness, reliability, after
sales service, ugrade ability, price, source, and the combination of
wholel i f e cost and quality to meet the proc

Audit noted that DirectorFinance (Disbursement Branch) made
payment on account of advertisement/publication charges faaiiovi of
Requestfor Proposald#xpression of Interest for outsourcing of three
airports of Pakistan through local and international print médra
Rs 28.@1 million. Audit further noted that th@uthority executed an
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agreement to provide professional consultancy service with M/s HRSG
consulting for a period of two years with effect fraltt April, 2017
@ Rs 249,000 per month for Rs 5.976 million.

Audit observed that despite nine attemisice February to
December, 202 no results were achieved. Audit further observed that the
management has not properly analyzed its actual requirement despite the
engagements of Legal, Professional and Financial consult@®udit
considers that due to ill planning, wasteful expendituref Rs 34.657
million was incurred

Audit pointed out the irregularity in November, 201The
Authority did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends investigation of the matter for fixing
responsibility and action against the persons at fault for such wasteful
expenditure and neachievements of objectives.

(DP. 34)

4.4.11 Unjustified adjustment of licence fee- Rs 22.196 million

Special Condition 17 (F)of License agreement with M/s Kohisar
Enterprises for collection of cargo throughputrges explainshat books
and magazines are not exempted from the payment of cargo throughput
chargeshowever the newspapers and periodkahay be exempted under
special circumstances approved byDirector GeneraCAA.

The Icense agreememnwas at monthly license fee of Rs 42.00
million for a period of 5 years with effect from 2@ugust, 2013 to 28
August, 2018 with cumulative annual enhancement atatieeof 10%.

Audit noted that M/s Liberty Books (Pvt.) Ltd, M/sParadise
Distributer and M/s PIAC fileca suit in the Sidh High court for the
exemption which was still syjodice. CAA accepted adgtment of license
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fee for an amount of Rs 22.196 millipnclaimed by M/sKohisar
Enterprisedn lieu of release of consignments of M/s Liberty Boaksl
M/s ParadiseDistribution for the period September 2013 to November
2014.

Audit observedhat books and magazines were not exempted from
the payment of cargo throughput charges, therefore, acceptance of
adjustment on this account was not justifiétlis resultedn unjustified
benefit to the licensee amountitgRs 22.196 million.

Audit pointed out the matter in Julugust, 2018. The Authority
did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsfor provision of detailed justification of
adjusted amount.
(DP. 89)

4.412 Unauthorized appointment without availability of post -
Rs 18.048 million

As persanctioned working strength provided byitdan Resource
Directorate, there is no sanctioned post of HAn Security Directorate.

According to Para E2 of CAA Recruitment Policy 2015, job
description is a key document in the recruitment process to finalize the
Annual Recruitment and Selectidthan. The job description defines the
responsibilities, job recruitments along with workicanditions associated
with the job.

Audit noted that Civil Aviation Authorityrecruited12 (twelve)

Senior Intelligence Superintendgf8G-11) on contact basis for a period
of 02 years (Extendable) with salary package of Rs 75,199 per month
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Audit observed that the recruitment was made without any need
and necessity because no such demand/proposal was submitted by the
Security Directorate to HR Directorate for such appointments. Further,
nature of duties (job description) during the contraetiqu were not
mentioned in offer letters. Moreover, there was no sanctioned post on the
strength of Security Directorate. This resultedirregular appointments
and unustified expenditure of Rs 1848 million.

Audit pointed out the irregularity in Jaary 2018. The Authority
replied thatthe staff deployed fowigilance duties at the airport is not
trained and experienced enough to carry out the intelligence duties as per
the requirement. There was requirement to induct experience officials
from marketto carry out such duties and train the already working
strength in CAA.

The reply was not tenableecause riterion as defined in ICAO
Annex17 (International Civil Aviation Organizationyas not provided in
support of reply as the appointment of \agite staff was required to be
made on the basis of ICAO standarmlreover, theravas no sanctioned
post of SG11 in vigilance trade, therefgrereation and approval of the
SG11 posts in the vigilance trade prior to appointnveasmandatory.

DAC meeing was not convened despite repeated efforts by Audit.

Audit recommends investigation for fixation of responsibility of
irregular appointments.
(DP. 15)

4.4.13 Award of work at higher rates - Rs 6.429 million

As per BOQ given in the tenderocumentsfor the work
AProvision of cement concrete in storm w:
ofwi I d bushes i n apr,dheundforaiffereatiitemg | AP, Kar a
was 100 cft/sft. The bidders were required to quote rates as per BOQ in
the tender dcuments.
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Audit noted that Additional Director, Engineering Services (South)
CAA, Karachi awardedhe said worklo M/s Al Hussain Engineers for
Rs 6.494 million against his quoted rates of Rs 64,936. The work was
started orl 7" October, 2015 and compésl on14™ March, 2017.

This resulted in awardfavork at higher rates for Rs429 million.

Audit pointed out the matter in August, 2018. The Authority
replied that M/s AlHussain Engineers and Contractors clearly quoted
rates in their bid in a |legible manner
CFT. The work was awarded in a transparent marafegr open
competitive bidding among the bidders.

The reply was not accepted because no clarification was sought
from the contractor about the incorrect bid because the contractor quoted
unit as per sft/per cft in woragggainst the required unit of 1@€/sft.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends investigation and fixing of responsibility
againstpersongesponsible for award of wodt higher rates
(DP. 112)

4.4.14 Irregular extension of contractemployees

The Guidelines for contract appointments issued vide
Establishment Division O.M.N0.8/10/20@@P.|, dated23“ December,
2000 laydown inter alia, that for appointments beyond two years to posts
in BS-19 and below falling outside the purview diet FPSC, followig
instructions may be followed:

1 extension of contract appointments beyond two years to

posts in BSL7-19 shall be subject to the approval of the
Establishment Secretary;
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1 extension of contract appointments beyond two years to
posts in BS16 shall be subject to approval of the Secretary
of the Administrative Division concerned and Heads of
departments in B21;

1 extension of contract appointments beyond two years to
posts in BSL5 and below shall be subjectdpproval of a
Grade21 officer designated by Sed@y in the case of
MinistriesDivisions and Head of Department in the case of
Attached Departments and subordinate offices;

1 the case for extension shall be moved at least two months
in advance of the expiry of original appointment.

Audit noted that Civil Aviation Authority extended the contract
period of contract employees in Executive Groups and Supporting Groups
several times from their initial contract period of two years.

Audit observed that the Authority extended the contradtisout
getting approval of the Establishment Secretary before expiry of existing
contract. Audit further observed that with the extension of contract
employees, the right of regular employees for promoti@s affected.

This resulted in irregular extensi and expenditure on account of pay &
allowance during the extended period.

Audit pointed out the irregularity in January 2018. The Authority
replied that the referred policy wast applicable to CAA as these policy
guidelines are meant for Civil Sents whereas, the employees of CAA
are public servants in accordance with Seefi8rof CAA Ordinance. The
terms & conditions of Service in CAA are governed by CAA Service
Regulations2014.

The reply was not tenable because referred policy was issued o
2" January, 2016 wherein, no clarification about the extension in contract
of existing contract employees was given.

DAC meeting was not convened despite repeated efforts by Audit.
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Audit recommends early regularization of contract employees.
(DP. 18, 106)

Performance
4.4.55 Non-development and disposal of shopsRs 21.136 million

As per directions oDirector GeneralCAA dated 18" October,
2016, all shops presently under occupation of different shopkeepers inside
International Departure TramsiArea (Shopping Arcade) of Jinnah
Terminal be got vacated upon expiry of th@enseagreements i.e10"
November, 2016. The said shops were to bdestgned in line with the
international standards and airport aesthetics in consultatiorwgthitect
Branch of CAA before further commercial utility of said area.

Audit noted thatAirport Managey Jinnah International Airport,
Karachi awardedicense to different shopkeepers inside International
Departure Transit Area (Shopping Arcade) of Jinnah Terminal, Karachi.
In 2008, the shopkeepers filed law suits against CAA and got stay orders.
Subsequently, in 2012, all the shopkeepers withdrew their |snsuiter
an out of court settlement according to which, the lice(S8”\) renewed
thelicenseagreements of shopkeeper ud@' November 2016.

Audit observed that all shops under occupation of different
shopkeepers inside International Departure Ttamsiea (Shopping
Arcade) of Jinnah Terminal were got vacated upon expiry of kiceinse
agreements i.e. YONovember, 2016. Audit further observed that the
shogs have neither been-designedieveloped nor have been disposed of
to earnrevenue. This rested in loss 0Rs21.136million to CAA due to
nondevelopment and disposal of shops.

Audit pointed out the loss in Janudfgbruary, 2018. The

Authority replied that the shopkeepers are in litigation with CAA. The
redesigning of shopping arcade wi# barried out by CAA as soon as the
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case is decided by the Honorable Court. No further progress was reported
till finalization of the report.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends vigorous pursuance of thercoase.
(DP. 5)

4.4.16 Non-transferof EXXADA assets in the Authorityos

Para 8.4.4 Handbook of Accounting Guidelines under New
Accounting Model(NAM) denotes that when a new asset is acquired or
purchased, it is necessary to establish a progmerd of the asset and its
associated details. This includes physical details as well as financial. For
example, it is standard practice to issue a unique asset number, and
provide the description, location, category, supplier details, cost, useful
life and date of acquisition/construction. These details should be updated
everytime the asset is updated in any way (e.g. transferred to another
department).

Audit noted that Government of Pakistan (GoP) through
notification published in the official gazetbf Pakistan 08" May, 2015
directed that all the assets of the defunct Airport Development Agency
(ADA) vested in or held by it either on ownership basis or otherwise, shall
be deemed to have been transferred to and vested in Pakistan Civil
Aviation Authority on ownership basis with absolute and exclusive title
and interest thereirkurther, Aviation DivisionNGovernment of Pakistan)
constituted a committeen 29" April, 2015 for affecting transfer of the
title in respect of the immovable propertidssEx-ADA t o t he Aut hority
name.

Audit observed that despite a lapse of more than three years from
the date of constitution of committee, the title in respect of the immovable
properties (03 bungalows)of Ex-ADA was not transferred in the
Aut horaméd yés n
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Audit pointed out thenontransfer of assetsmn November, 2017
The Authoritydid not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends early transfer of assets.
(DP. &)

Internal Control Weaknesses
4.4.17 Non-imposition of liquidated damages Rs 2,408.707 million

As per conditions of contract relating to works awarded to different
contractors, if the contractor fails to deliver/complete the works, or any
part thereof, within the time stated or failsdomplete the whole of the
work or any section within the relevant time prescribed, the contractor
shall pay to the Employer maximum 10% and in some cases 20% of the
contract price as liquidated damages.

Audit observed that despite expiry of contraetripd, payments
were made to the contractor without approval of extension of time (EOT).
The contract clause for imposition of liquidated damages was not invoked
and no amount of liquidated damages was recovered. This resulted in non
imposition/deduction fo liquidated damagesnvolving Rs 2,408.707
million (Annexure-J).

Audit pointed out the nemmposition of liquidated damages in
AugustNovember, 2018. The Authority replied that the veoake under
progress and liquidated damages will be imposed upoipletion of the
works as per clauses of the contract.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends imposition and recovery of liquidated damages

for delay in completion of works under intimation to Audit.
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4.4.18 Non-recovery of outstanding dues from commercial parties
Rs 2,250.907 million

According toLicenseagreement clause 3 (a), the licensee shall pay
licensefee in advance for the current month i.e. on the date of start of the
business or possession of theemprses is handed over to the licensee.
Thereafter, the monthlijcensefee shall be paid in advance upto"idf
each month to which it relates. If, licensee fails to pay motiténsefee
on due date, late payment surcharge thereon @ 5% shall be imposed
According to Clause 3(b) of agreements (standard form) for various
licenses/concessions, if thdéicensefee or any part thereof shall be in
arrears for one month or more after the same has become due, whether
demanled or not, the Airport Managértensormay terminate thécense
agreement and the licensor or his authorized representatives may upon
such termination enter into or upon the premises and take over the same
without any right or remedy to thkcensee or any obligation to the
licensor.

Para D12.3 of Hiring of Residential Accommodation, Civil
Aviation Authority Order provides that an officer on deputation to CAA is
entitled to retain the CAA accommodation on payment of rent @ 45% of
the total monthly emoluments as maintenance charges in ai@QAA.

Audit noted that the Civil Aviation Authority awarded various
spaces oricenseand lease to variougcenses and lessees at all major
airports in Pakistan.

Audit observed that the concerned Airport Managers could not
recover CAA dues on account of relitensefee, nonutilization charges,
GowvernmentAirport Tax and aeronautical revenuwec from the parties
during the financial year 20167 and 201718. Audit further observed
that no action as required under clauses of the agreements like notices of
recovery, imposition and recovery of surcharge, terminatioficefise
agreementetc was t&en. This resulted in nerecovery of Rs 2,250.907
million (Annexure-K).
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Audit pointed out the nerecovery during the Audit Year 20418
and 201819. The Authority replied that an amountR$ 29.445 million
was recovered from commercial parties andoeff are being made to
recover the remaining amount.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends for early recovery.

4.419 Unjustified increase in scope of work at higher rates-
Rs 388.279 million

As peg contact agreement for thewo r k A New |l sl amabad
International Airport Project (Packafid) Special SystemsBaggage
Handling Systenfor Passenger Terminal Buildiig awar ded i n Januar

2015 br agreement amount of Rs 4,588 million, Supply, installation,
testng of EDS (Explosive Detection Systengmith Detection Level
machines were provided féts 88497 million. The decision of purchase

of these machineseve made after due consideration of the fact that 3 x
ray units HS 10080XCT as under upgrading of Baggage Handling System
to newstandare3 layout was more expensive and no after sale service in
Pakistanwas availableMoreover the EU Standar@ was applicale only

in European Union and most tife counties out of European Union (i.e
Australia, Japan, South Africatc.) were not considering those standards
because of higher direct cost to buy machines certified and higher indirect
cost to manage the opeaoat and maintenance.

Audit noted that a variation order was approved oft A@ril,
2016 by the then PD NIIAP for overall financial impact of Rs 646.536
million in which BOQ items of Supplyjnstallation, testing of 2 NNEDS
Smith Detection Level maclines were replaced with 3-ray units HS
10080XCT as under upgrading of Baggage Handling System to new
standareB layout (Cost of new systeRs 764.532 million cost of deleted
items Rs 117.996 mithn). An extra payment of Rs 339 million was
made sodr on this account.
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Audit observed that scope of contract agreement which was
finalized before award of work was changed at higher -gmmpetitive)
rates. This resulted in extra expenditof Rs 38&79million.

Audit pointed out the matter in Noveeb2018. The Authority
replied that theadditional work was awarded to thentractor to fulfill the
security requirements dslamabad International Airpors advised by
Director SecurityHQ CAA.

The reply was not accepted becausedtespondenceetween
the contractor and Project Director before issuance of acceptance letter
concluded with the consensus that EU Stan@arsl applicable only in
European Union, due to specific regulations that determined fully
automated management of baggage scngenPrices quoted by the
contractor against variation order were without proper rate analysis,
supporting documents and price quotations. Mott MacDonald (Project
Management Consultants) vide their letter date®/®8il, 2016 remarked
that the agreed prices wériation ordewere 15% higher as compared to
other projects.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsrecovery of the amount involved under
intimation to Audit.
(DP.173)

4.420 Overpayment due to inadmissible items Rs 277.313 million

As per Section 8440 (Instrument Landing Systei@tope of
Services of the contract agreeméortthework fiPackage/B: NAVAIDS
and ATC E gawardedn® nM/s Jaffer Brothers, MGECI
Espanta, SA and M/s Murshid Brothe®/ at agreement cost
Rs 1,051250 million, the contractor was responsible for providing and
installation of equipment including civil works atOB rates as per
specifications.The works were required to be comjgd as per ICAO
standards and as per requirement of the employer.
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Audit observed that the following variation orders were approved
and paid to the contractarhich were not payable because the contractor
was responsible for completion of work as perACQC standards at
BOQ/agreement rates:

V-0 Description Amount
No P (Rsin million)
Additional Work of Platform atDoppler
01 Very High Frequency Omni Range 17878
Additional Work to Upgrade ILS System f
2 . 7
0 Runway 28L to CATlII Operations 37523
03 Re-simulation Survey for Location of GH 3018
10R
04 | Leveling and Regrading of GPLOR Area 191585
Convert Existing SingkPhase Supply int
05 3-Phase at Each of its NAVAIDS 26409
Total 277.313

This resulted in overpayemt to thecontractor of Rs 27313
million.

Audit pointed out the matter in November 2018. The Authority
replied that variation orders were approved as per site requirement. The
Variation Orders related toavigational aidacilities, which was not part
of origind scope of work, were issued to tbentractor as additional work.

The reply was not accepted because this was a desin
contract and the contractor was responsible for providing and installation
of equipment at BQ rates as per specifications of oIt was not
mentioned in the contract that single phase or three phase supply shall be
made but variation order was approved and paid for conversion of-single
phase supply into thrgghase. Moreover, cost of civil works where
required was included in ¢hrates but variation orders were approved and
paid to the contractor incorrectly.
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DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsrecovery of the amount involved under
intimation to Audit.
(DP. 168)

4.421 Non-deployment of key personnel as mentioned in bid
evaluation/contract agreement Rs 251.460 million(US $2.286
million)

According to Clause 4.3 (approval of personnel), the key personnel
and subconsultants listed by title as well as by naméppendix G1 to
C-6 are deemd to be approved by thelient. In respect of othekey
personnel which theonsultants propose to use in carrying out of the
services, theonsultants shall submit to tloent for review and approval
of a copy their biograpbal data. If theclient does not object in writing
(stating the reasons for the objection) within 14 calendar days from the
date of receipt of such biographical data, such key personnel shall be
deeme to have been approved by tHeemwt. Detail of key pesomel was
provided accordingly in the agreement along with their pay structure.

According to Clause 4.5 (a), no changes shall be made in the key
personnel, if for any reason beyond the reasonable control of the
consultants, it becomes necessary toaaplany othe key personnel, the
consultant shall provide as a replacement a person of equivalent or better
gualification.

Audit noted that CAA awarded Consultancy Service for
Conceptual Design, RCPreparation, Formulation of EPC Work/RFP for
EPC Catract, Evaluation of Bids, Selection of Bidder & Construction
Supervision of Passenger Terminal Building Expansion Project at Allama
Igbal International Airport, Lahore to M/3ecnica Y ProyectosSA
(TYPSA), andAsian Consulting Engineering Pvt (Lte)JV at agreement
cost ofRs 664219 million.
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Audit observed that the Authority hired the supervisory consultant
on technical scoring basis of highly qualified staff to be deploatlit
was noted that the technical persowho were mentioned inbid
evaluation/agreement were not found deployed even for a single day after
the award of contractNew key persons were deployed against those
mentiored in the bid. This resulted in unjustified payment to the
consultant due to variation in key personsd& $2.286million.

Audit pointed out unjustified payment in September, 2018. The
Authority did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends investigation of the matter for fixation of
responsibility.
(DP. 132)

4.422 Payment without obtaining evidence of country of origin-
Rs 171.404 million

According to nomenclature of the BOQ item No. 11.1T
(Additional Work under VO2) and item No. 11.2{Passenger Baggage
Screening System) for Hold BaggageRéy Machine and Hand Baggage
X-Ray Scanner, theontractor was required to supply and install the
machines ofmake: Smith Detection, Model: Hi Scan manufactured and
the Germany and assembled in Malaysia including accessories. Seven (07)
Hold Baggage Machineand four (04) Hand Baggage-Ray Machines
were to e provided at the rate of Rs 187,249and Rs 1829291 each
respectively.

Audit noted thatCAA awar ded t he wor k AEXxpansi
Renovation of Bacha Khan I nternational Al
Engineers Pvt. Ltd at agreement cost of Rs 1,896 million. The contractor
has been paid Rs 2,169.764 million up td' 1BC paid in August, @18
including cost of 6.5 Hold Baggage Machines of Rs 92.087 milliorDdnd
Hand Baggage >Ray Machines of Rs 79.317 million.
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Audit observed that Site Acceptance Test (SAT) was conducted on
239 June, 2018 and 35June, 2018 by the Design Engineer (M/s
NESPAK). Audit further observed that the Design Engineer, at the time of
SAT, neither mentionednanufacturing and assembling country of the
machinesnor any documents showing country of origin, shipping port or
bill of lading were made part of the record Payment of
Rs 92.087 million and 79.317 million was released withoutemiitation
of countryof origin. This resulted in wauthentic payment of Rs 171.404
million.

Audit pointed out the irregularity in October, 2018. The Authority
did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends for issuance of direction to the Authority for
investigation of the matter and fixation of responsibility.
(DP. 146)

4.4.23 Non-obtaining of performance security- Rs 170 million

As per Clause 9.5.1of contract agreementor provision of
Comma Use Passenger Processing System (CUPPS) at CAA airports on
turnkey basis and services ancillary thereto for a period ef(fi%) years
at monthly service charges payable GpA @ Rs 41.977 million for
Phasd, the service provider shall submit a perfamie guarantee for a
fixed total amount of Rs 170 million equivalent to two months billing
cycle as per RFP issued by a scheduled bank operating in Pakistan having
AA rating in favor of CAA prior to Cutover datee. 30" June 2017,

Audit noted that cornract agreement for the above work was
executed on 20March, 2017 with M/s Akber Associates Private Limited

Audit observed that since the execution of agreement and expiry of
cutover date€AA did not obtainperformance guarantgeior to cutover
date as requiredunder the provision of agreemerthe contractor was

195



declared defaulter and his bid security of Rs 10.100 million was forfeited
on 18" August 2017.

This resulted in selection of ineligible company and failure of
management to obtain perfornc@nguarantetor Rs 170 million.

Audit pointed outthe matterin January2018 The Authority did
not reply.

DAC meeting was not convened despépeatecfforts by Audit.

Audit recommends forinvestigation and action against the
responsible(s).
(DP. 24)

4.424 Non-recovery of electricity charges Rs 162.128 million

As per special provisions in all works of New International Airport
Islamabad Project there was a provision of site offices and laboratories for
execution of works. The contractor #halso provide all consumable
pertaining to SA&2 and pay for all other incidental and running costs,
provide and pay for all utilities which include power {aterrupted), gas,
water supply, telephone and other means of communication (within and
off the site). These facilities will be provided of three months after signing
the contract. The cost of providing and maintenance of above facilities
during the execution of contract shall not be paid separately to the
contractor and all costs shall be deemedchave been included by the
contractor in rates/amounts of other items of Bill of Quantities (BOQ).

Audit noted that payment of Rs 3874 million was made by the
project managemerib IESCO on accountof electricity This amount
included electricity comsumption by CAA offices amounting to Rs
10409 million and remaining amount of Rs 197.779 million was
recoverable from the contractors.
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Audit observed thaagainst recoverable of Rs 1879 million an
amount of Rs 3B51 million was recovered leaving a balance of
Rs 162128 million as recoverable from the contractors.

Audit pointed out the matter in November 2018. The Authority
admitted the recovery.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsrecovery of the amount involved under
intimation to Audit.
(DP. 170)

4.4.5 Non-utilization of replaced runway lights - Rs 100 million

CAA Boardin its meeting held on 12January2016 vide agenda
item No.9 (Technology Ugradation of Systeninstalled atlslamabad
International Airpor}t, approved with the total estimated cost of Rs 560
million for CAT-lll up-gradation with LED Lights subject to the
procedures. The lights already installed at IIAP worth Rs 100.00 million
will be utilized on Fesalabad Runway ugradation project (P<€ under
preparation) reducing its cost by Rs 100.00 million.

Audit observed that although the runway lights were replaced and
againstnew lights a payment of Rs 7836 million was made to the
contractor However,the replaced runway lights have not been utilized at
Faisalabad Runway ugradation project as per decision of CAA Board
referred above.

Audit pointed out the matter in November 2018. The Authority
replied thatall dismantled runway conventiahlights had been handed
over to Logistic Cell IAP. However, matter has been submitted to
Director Ranning& DevelopmentHQ CAA for utilization of these lights.

DAC meeting was not convened despite repeated efforts by Audit.
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Audit recommendautilization of replaced lights under intimation
to Audit.
(DP. 165)

4.4.26 Loss due to norexecution of agreement Rs 76.880 million

Para D1.2 of Policy and Procedure for grant of business
concessions at airpostates that thenderlying basic principleset out in
Public Procurement Rules 2004ed to be followed namel{i) Fair and
Transparent manner be adopted (ii) Procuremesémices (commercial
concessions) should bring value/revenue for CAA and (iii) Process
involved be efficient and economical

Audit noted thatCAA awarded spacmeasuring 400 sq.ft to M/s
Universal FreightSystem in 2007at monthly license fee dks 100,000.
Originally the @reement was executddr the period from3 January,
2008 to2" January, 2011The agreement was extded for further period
of three yearsip to 29 January, 2014.

Audit further noted that after lapse @period ofabout seven years
from the original agreementhe management of Jinnah International
Airport, Karachi disclosed that actual area unde¥ possession of M/s
Universal Freight System was 2,182.ft instead of 400 sg.ft., and
requested HQCAA to issue revised approval with reference to total area.
The request was acceptedviay 2014with the followingdecision

A Addendu ricenseagreerheat be signed for the period
from 3 January 2008 to2"® January, 204 by rectifying the size for the
area as 2,112 sq.ft instead of 400 sq.ft without levying any additional
licensefee and agreement be extended for three years w'e.JaBuary,
2014 .

Audit observed that despite thevised approval, no agreement
was execut@ with the licensee The Authority did not charge the
additional areavhich resultedn loss ofRs76.880 million.
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Audit pointedthe loss in January, 2018. The Authority repliledt
the space allotted to M/s Universal Freight System was vacated by M/s
Aero Asia and the airline was payifig 12,000 per month at the time of
vacation. As compared to the said license fee, CAA alldtiecspace to
M/s UFS @Rs100,000per monthMoreover, when the issue with respect
to change in dimension of space was raised, the concessionaire was paying
Rs 248,400 per month as license fee and comparisons was made which
revealed that the same was attg 100% over and above CAA space
rental charges.

The reply was not tenable because no evidences regarding license
agreement was provided in support of replye license fee of Rs 248,400
per month was for the space measuring 48fft, whereas, the licensee
wasoccupying ararea of 2,112¢sft at the same license fee.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends that the license fee may be fixed on
proportionate basis of the license fee for thenae400sq.ft and recover
the difference of license fee from the licensee accordingly.

(DP. 29)

4.4.7%Z7 Unauthentic expenditure ontesting material - Rs 60.788 million

As per technical specification 28.2.2(Section 411413) Volline
for the workfii S piad Systems Baggage Handling System for Passenger
Terminal Building(PackageD4o mi ni mum 4, 300 test bags
for testing the system.

As per contract agreement the rate of these importedadrabsll
necessary material for the itemas USD 60883 (Equivalent Rs 60.788
million).

Audit observed that although payment against above item was
made to the contractobut the material worth Rs 60.788 million was not

taken on CAA stock. Moreover, there was no evidence on record that the
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contractor inported these bags as they claimed USD 607,883.30 as CIF
value against this itemThis resulted in nofccountal and disposal of
imported testing material worth Rs 60.788 million.

Audit pointed out the matter in November 2018. The Authority
replied thatcontractor has beedirected to hand over all the equipment
and material imported and locally purchased to the employer on urgent
basis.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsaccountal/disposal of imported reatl or
recovery from the contractor under intimation to Audit.
(DP. 179)

4.4.28 Payment ofsalestax without proof of deposit by the contractor
- Rs 53.539 million

As per the Punjab Finance Act 2015, notified vide gazette
PAP/Legis2(86)/215/12521ated 28 June,2015, some new services have
beenbrought in to tax ambit and Second Schedule to the Punjab Sales Tax
on Services Act 2012 has been amended whereby corporate law
consultants, whether individual or otherwise, are subject to levy of sales
tax @ 16% w.e.f01.07.2015 (S. No. 52 of the Sche&zgju

As per approved Variation Ord&do. 06 i n t he work AAiITfI
Lighting System Package tAawarded tdM/s Siemens (Pak) Engineering
Co. Ltdthe contractor rats of additional work of Rs 90116 million were
inclusive ofSales Tax on services amountiogRs 53539 million.

Audit observed that a paymentiRé 727836 million was made to
the cortractor against Variation Ord@6 but sales tax deposit invoices
showing the deposit of sales tax with Punjab Revenue Authority was not
obtained from the cordctor. This resultedn unauthentic payment
Rs53539 million.
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Audit pointed out the matter in November 2018. The Authority
replied thatcase was referred to Project Management Consultants (PMC)
to take necessary action as per the conditions of contract

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsbtaining sales tax deposit invoice from the
contractor under intimation to Audit.
(DP. 164)

4.4.20 Substitution of items at higher rates- Rs49.156 million

Accord n g t o original esti mat e of t he
Renovation of Bacha Khan I nternational /
01B-96T (Latest generation luggage baggageaX machine)and item
No. 01B97T (Latest generation hand baggagera¥ machine)were
technically sanctioned and incorporated in the NIT having Specification
8001, 8002 and 83&Andmakefi Hi /&approved by Airport Security
Force (ASF). As per bid, theontractor quoted rate of Rs 554 million
and Rs B40million (per job) fortwo andthree jobs respectively.

Audit notedt hat t he Aut hor iBxpansamwead ded t he w
RenovatonoBacha Khan I nternational Airport, F
Engineers Pvt. Ltd at agreement cost of Rs 1,896 million. After award of
the work, a \ariation Order No. 2 for additional work was approved
Hold Baggage Machines and Hand Baggagd&ka@y Machinesfor a
guantity of 7 and 4 jobs respectivelfRates of these items wesaalyzd
as Rs 14.167 million and Rs 19.82dlion per jobrespectively.

Audit observed that as per nomenclature of the BOQ item (original
& revised), make and specification of the scanning machines was the
same. The make AHI Scano and Specificati
were the same in both jobs. Only, the difference wdke number of jobs
and price. The scanning machines were to be approved by the ASF. Audit
also observed that the rates were analyzed on market but no evidence /
guotation regarding cost of the machines included in the rate analysis was
on record. This ulted in loss of Rs 4956 million as calculated below:
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(Rsin million)

S. | Description of | Original | Revised | Difference | Quantity | Loss

No. | item of work quoted | rate
rate through
VO
1. |Hold Baggageg 11.554| 14.167 2.613 07 18.291

X-Ray Machine

2. | Hand Baggage 7.540| 19.829 12.289 04 49.156
X-Ray Scanner

Total | 67.447

Audit pointed out the irregularity in October, 2018. The Authority
did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsnvestigation in the matter and action against
the person(s) responsible.
(DP. 148)

4.430 Non-renewal of license agreementRs 46.700 million

Para D3.3 of policy and procedure for grant of business license at
CAA Airports, the initial period of license shall be 05 years depending on
nature of the business and initial substantial investment. Normally, a
license shall not be extended after thpigxof initial 05 years and it shall
be placed for disposal through open tender at least ninety (90) days prior
to the expiry of the license agreement. Pard3d of policy and
procedure for grant of business license at CAA Airports state#\itpadrt
Managershave power under Ordinance No.LIV of 1965 read with
notification No.SRO 595 (1) 84 #6June,1984 to remove a licensé®m
the licensed premises, if his license is terminated/expired or if he is found
in default of payment of license fee or caviening the conditions of the
license.

Audit noted thathe Authorityexecuted the licensegreement to
establish and ruoperateduty free shops at Allama Igbal International
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Airport Lahore for the period of one year w.e.f@52017 to 24022018
at license fee of US$ 264,872 per annum along with space charges per
month as per CAA business policy.

Audit observed thative months have been lapsed since expiry of
license agreement of party libe licenseeontinued taccupy the spaces.
This resultedn unauthorized occupation gpace due tonon-renewal of
license agreemeimvolving Rs46.700 million.

Audit pointed out theinauthorized occupation of spade August,
2018. The Authority did not reply.

DAC meeting was not convened despépeated efforts by Audit.

Audit recommends early vacation of the space and recovery.
(DP. 158)

4.431 Less deployment of manpower Rs 28.276 million

According to clause 2 of agreement (scope of work & services),
the contractor shall provide jaartal services as per scope of work,
monthly consumption, area of activities and manpower alongwith its
deployment given in annexure A, B, & D respectively which shall be
deemed as integral part of this agreemddlause 5.2 of contract
agreement (empl@es of the contractor) provides that the contractor shall
ensure presence/attendance of representative/ employee during duty hours
at designated places.

Clause 7.2 (inspection) provides that inspection shall be carried out
by Airport ManagerJIAP Karachior his authorized representat{sg If,
as a result of checking, any cleaning gamcitorial service is found poor /
substandard or which is not in accordance with the terms and conditions of
this agreement, CAA shall have the right to ask the contréztaeplace
the manpower or address the service deficiency within a specified time
without extra cost to CAA.
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Audit noted that the Airport Manager, JIAP, Karachi awarded the
contract for providing 200 janitors in three shifts M/s Outriders (Pvt)
Ltd a cost ofRs 50047 million for one year froml November, 2015 to
30" October, 2016.

Audit observed thall3 janitors were deployed by the contractor
instead of 200 but payment was made to the contractor at full rades. N
action against the defaultingpntractor towards recovery on account of
less deployment of janitors was initiated. This resultedvierpaymenbf
Rs28.287 million

Audit pointed out the overpayment in Janu&gbruary, 2018. The
Authority replied that the deployment of the manpowy the contractor
has been made as per clause 5.2 of agreement. Deficiencies if any have
been addressed at once and penalties have been imposed / deducted from
the bills of the contractor.

The eply was not accepted becaugenalties were not imposed
and recovered as per absentee statements of the janitors.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends recovery as per attendance of the janitors.
(DP. 9)

4.432 Overpayment due to allowing extra lead and lift- Rs 14.564
million

According to Technical Specification SH)3 Excavation the unit
price for excavaon shall be deemed to includgetting out excavated
material by any means necessary and subsequent disposal of excavated
material to any lift and lead AppendixD to Bid provides that the whole
cost of compling with the provisions of theonitract shall be included in
the items provided in the priced BOQ, and where no items are provided,
the cost shall be deemed to be distributed among the rates ansl price
enterel for the related items of theorks.
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Audit noted that the projediExpansion & Renovation of Quetta
Il nternati onal Ai rport, Quettao was award
Co-United Construction CoJ(V) 6 at agr ee 845midiom.t of Rs 1, °
The contractor was paid"8PC for Rs 1,00510million in May 2018.

Audit observed that the Project Director measured and allowed
separate payment for additional lead and lift contrary to provision of
agreement and specification. This resulted in owenemt of
Rs 14564 million.

Audit pointed out the overpayment in July 2018. The Authority
replied that as per Claude2 (partl) General Conditiongpriority of
contract documents), priced bill of quantitiegpersedes the specification.
Moreover, itens at No. 10 of the subead 1.1 of BOQ clearly defidehe
lift and lead inexcavation for lift of up to 5 feednd lead for up to one
chain (100 fee}. Whereas, items at S.No 1,3,4 and 5 of BOQ are for the
dismantled items like burnt brick masonry, lime cement concrete,
dismantling RCC, and dismantling concrete, tiled floor etc. Since
excavation for more thanfBetlift and one chain lead has been carried out
at some areas for which additional items were to be added as item No. 1, 2
and 3 of sukhead 71.

The eply was not tenablbecauseahe specification of earth work
clearly mentioeda | I Al ead & | i fto hence, payment
signing of agreement was violation of apperDix Further, contractor
guoted their rates after visitindpd site of work and issue was also not
pointed out in préid meeting.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends recovery of overpayment.
(DP. 63)
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4.433 Non-recovery of advance tax Rs 10.508 million

Section 236A (Advance tax at the time of sale by auction) of the
Income Tax Ordinance 2001, provides that any person making sale by
public auction [or auction by a tender], of any property or goods
[(including property or goods confiscated or attachedhjegibelonging to
or not belonging to the Governmehcal Government, any authority, a
company, a foreign association declared to be a company undelassb
(vi) of clause (b) of suisection (2) of section 80, or a foreign contractor or
a consultant oa consortium or Collector of Customs or Commissioner of
[Inland Revenue] or any other authority, shall collect advance tax,
computed on the basis of sale price of such property and at the rate
specified in Division VIII of Part IV of the First Schedufegm the person
to whom such property or goods are being sold. For the purposes of this
section, sale of any property includes the awarding of any lease to any
person, including a lease of the right to collect tolls, fees or other levies,
by whatever namealled.

Audit noted that the Authority granted license/permission for
running various concessions at JIKBrachiand Quettairport.

Audit observed that licensees were collecting fee/charges from
passengers, airlines and others but advance tax wascoeered from the
licensees. This resulted in noecovery/collection of advance tax
amounting to Rs 10.508 millicals detailed below:

DP Description of Concession Amount
No. (Rs in million)
27 | Automated car parking system (JIAP) 1.557
55 | Various Concessions (Quetarport) 2.758
61 | Various Concessions (Quetarport) 1.746
91 | White Radio Calservices (JIAP) 4.447
Total 10.508

Audit pointed out the nenecovery in July 2018. The Authority
replied thatconcessionaes are being asked to submit requisite amount of
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income tax or produce Exemption Certificate. The Authority admitted
nonrecovery of advance tax.

DAC meeting was not convened despite repeated efforts by Audit.
Audit recommends early recovery of advarme t
4.434 Overpayment due toincorrect rate - Rs 10.215 million
According to clause 70.1 of the particular conditions of contract
(Partll), base rates for the specified items shall be those prevailing 28

days prior to the bid opening. Current ratkalsbe taken on the last day
of IPC.

Audit noted thatthe Authortyawar ded the wor k,

Terminal Expansion Project at Allama Igbal International Airport, Lahore
(Car Parkingd at agreement cosif Rs 5,903040 million to M/s Izhar
Constructon (Pvt) Ltd

Audit observed that the bid opening date of the work wd% 10
February 2017. The rate of High Speed Diesel (HSD) prevailing 28 days
prior to this date was Rs 77.p2r litreas per statistical bulletin but in the
AppendixC to the bid, ratef HSD was depicted as Rs 7522 litre On
the other hand, the current rates for thBCHwere applied higher than
thoseprevailing at the time of submission of IPC. Application of incorrect
rates resulted in overpayment of Rs 10.215 million.

Audit ponted out the overpayment in September, 2018. The
Authority did not reply.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommends recovery tifeoverpad amount
(DP. 135)
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4.4.3 Non-recovery ofoverpaid amount- Rs 5.773 million

As per contract agreement for the worklydrant Refueling
System Packag@6 at Islamabad International Airporawarded to M/s
Al-Tarig Construction Pvt Ltdthe items of flushing, testing and
commissioning of Hydrant Refueling Systemas to be carried out by the
contractor folRs59.316 million.

Audit observed that the above job was got completed by CAA
from M/s PSO and a payment of Rs million was made on this
account. Recovery of extra expénde of Rs 5773 million was, however,
not made from the responsible contra@serper undertaking given by the
contractor This resulted in nonecovery ofRs 5773 million.

Audit pointed out thenonrecovery in November 2018. The
Authority replied thatmatter has beereferred toProject Management
Consultantto take necessary action as per the conditions of contract.

DAC meeting was not convened despite repeated efforts by Audit.

Audit recommendsrecovery of the amount involved under
intimation to Audit.
(DP. 1&7)

4.4.3% Non-obtaining of insurance and indemnity bond- Rs 4.971
million

As per standard clause ajrcession agreement theense within
fifteen (15) days of the signing of the agreement shall obtain and maintain
insurance coverage of sufficienalue as may be determined by the
licensor / Airport Manager in the joint name of the licensor and lieense
from a reputable insurance company or underwriters as approved by the
licensor against all incidental/accidents, costs, expense, charges, damages,
actions, claims and demands as aforesaid.
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