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PREFACE

Articles 169 & 170 (2) of the Constitution of the Islamic Republic of Pakistan
read with Sections 8 and 12 of the Auditor General (Functions, Powers and Term:
and Conditions of Servic&)rdinance 2001, require the Auditor General of Pakistan
to conduct audit of receipts and expenditure of the Federation and the Provinces ¢
the accounts of any authority or body established by the Federation or a Province.

The report is based on the sgdeaiudit of OperatioZarb-e-Azb carried out by
FATA Disaster Management Authority, Peshawar and FATA Secretariat, Peshawal
for the period June, 2014 to March, 20The Directorate General Audit (Disaster
Management)conducted thspeciahudit during audityear 201617 on test check
basis with a view to reporting significant findings to relevant stakeholders. The main
body of Audit Report includes only the systenssuesThe audit observations listed
in the Annex-I shall be pursued with the Principal Accding Officer at the DAC
level and in all cases where PAOs do not initiate appropriate action, the audi
observations will be brought to the notice of the Public Accounts Committee through
the next yearo6s Audit Report

Audit findings indicate the need f@dherence to the regularity framework
besides instituting and strengthening of internal controls to avoid recurrence of
similar violations and irregularities.

The observations included in this report have bigealized in the light of
replies receive@nddiscussion vth the departmentshowever no DAC meetingvas
conveneblly Ministry of SAFRON:Iill finalization of reportdespitethe reminder
dated 26.12.2017.

The Audit Report is submitted to tiReesidentn pursuance of the Article 171
of the Constitutia of the Islamic Republic of Pakistd®73 for causingt to be laid
before both houses of MajliseShoora Parliament.

-sc
Dated:07" August, 2018 [JamvaidJdrangii
Auditor -General of Pakistan






EXECUTIVE SUMMARY

The Directorate General of AudiD{sasterManagementis mandated ot
conduct the audit of receipts and utilizationfohdspent byDisasteManagement
Organizations of FederaProvincial as well as Distri@overnmerg The Auditor
General of Pakistan approved the special audit for the funds released to FDMA an
FATA Secretariat for payments to the TDPs vide FAO wing letter No.
592/03/R.C/1-C/2013(part filel) dated F'August 205 on the request decretary of
States & Frontier Regions DivisionThe Directorate General Audit (Disaster
Management) included thaudit in the Audit Plan 20167.

FATA Disaster Management Authority (FDMA) éstablishedinder National
DisasterManagementAct, 2010to carry out Disaster ManagemeActivities in
Federally Administered Tribal Areas (FATA). Additionally, FDMA is currently
engaged in handling and taking care of the Temporary Displaced Persons (TDPs
after the military operation in €hNorth Wazirastan and other areas of FATA.

The Directorate oProject (DoP) FATA Secretariat, is working to implement
government 6 s p rTheoRFATA Se@dariat signed MAUAwith TDPs
Secretariat Peshawar to execute Brejectsunder the Permamt Reconstruction
Program in South and North Waziristan through executing agencies in.FATA

a. Key findings of the audit report

I. Irregular payments/ violation of rules was obserwed casesinvolving
Rs 12,932.526 millionThis includes 04 cases wiblations of PPRA Rules,

01 case of violation of assignment account procedure, 01 case of violation of
stamp duty act, 01 casé irregular appointment and 01 case of unauthorized
payment of honorarium.

il. Lack of internal contral was observed in 23 cases inxaQ
Rs1,085.794million. This includesO3cases of nomleduction of taxes02
cases ofhonrecoveryof late delivery charges, 02 cases of procurement at
higher rates,09 cases of violation of PPRA Rules, 01 case of irregular
expenditure on account bfring of vehicle and office building and 06 case
of unverifiable expenditurg.

'Paral.3.2.2,1.3.2.3,1.3.2.4,1.3.3.7,1.35.1,1.3.3.8, 1.3.3.9, 1.3.3.10, 1.3.3.11, 1.3.3.13, 1.3.3.14, 1.3.2.5, BR3.5, 1.3.
13.3.16,1.3.3.1,1.3.3.2,1.3.3.3,1.3.34,1.3.28,1.3.29,1.3.5.9,1.3.5.10
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iii.  Weak financialmanagemenamounting to Rs12,615.708 millionresulted
into release offunds without obtaining vouleed accounts in one case and
deduction of unauthorized comssion by the cellular companies on
undisbursed amount of eyatia assistande another

Iv.  Recoveries pointed out in 14 cases amounting t02B8.587 million.This
includes 05cases brecovery on accountf taxes, OBasesof recovery on
account of late elivery charges, 02 cases oécovery on account of
procurement of tents and gas cylinders on higher rates, 02 cases 0
overpayments on account of monthly cash grabisunauthorized payment
on account of honorariun®1 case of unauthorize@diction of ommission
from MCA andO01 case of unjustified expenditure on accounhioing of
building and rented vehicfe

v. The damage to NFIs due to improper stockpiling in-designated place was
observed in one casenounting to Rs. 1.550 millich

vi.  The adjustmentouched accounts amounting to.R8,615.596 million were
not obtained by FAT/Secretariafrom the executing agencies

vi. There were 06 cases of unverifiable expenditure amounting to
Rs 23.366 million where complete auditable record wast produced to
audit for scrutiny by FDMA

vii.  The recordin Olcasdéor an amount of Rs. 970.52fillion meant for
procurement of tents was not produced to audit.

b. Recommendations

It is recommended that the PAO should take necessary steps to evaluate tt
financial managemensystems in order to strengthen and institutionalize internal
controls. The recommendations made are:

i.  Internal Controls should be strengthened and internal audit to be conducted o
regular basido ensure compliance of the applicable rulese PPRA rules
need to be followed in letter and spirit, by ensuring competition, in order to
benefit the departments while making procurements.

%Para1.3.3.12.3.1.1

Spara1.3.3.171.3.2.1,1.3.2.2, 1.3.2.3, 1.3.2.4, 1.3.2.6, 1.3.2.8, 1.3.2.9, 1.3.5.1, 1.3.5.4, 1.3.5.5, 1.3.5.6, 1.3.5.7, 1.3.5.8,
*para1.3.4.1

5Para 2311

5Para1.8.1, 1.33.2, 1.33.3, 1.33.4, 1.3.5.9, 1.3.5.10
"Para133.5



Vi.

The asset management and inventory control systems need to be mad
effectivethrough continuous monitoring.

The department nds to strengthen its financial contrddesides recovering

the unauthorized commission deducted by the cellular companies

The amount of recovery pointed out on account of overpayments,
unauthorized paymentsxes and late delivery charges needs to bevezed.

The vouched / adjustment accounts neeldetobtaired and produced to audit

for verification.

The complete record needs to be produced to ,atamlling which, the
authenticity of paymentsacnot beverified.

Vi






INTRODUCTION

The Directorate Generaf Audit (Disaster Managementpnducts regularity
audit, financial attest auditcompliancewith authority audit, audit ofanctionsand
propriety, speciahudit and performance audit of ERRA, NIBWIDG Civil Defense
PDMAs, FDMA, DDMAs and Rescue 1122. The office is presently located at
Islamabadwith its one Regional office at Abbottabad.

Operation Zarke-Azbwas a joint military offensive conducted by the Pakistan
Armed Forces against various militant groups. The operation was launched in Jun
2014 in North Waziristan along the Pakistafghanistan border as a renewed effort
against militancy in the wake of the t r or i s tTlkebGopertionah actiities
resulted in evacuation of population fromorth Waziristan The Temporary
DisplacedPersons as a result of Za##Azb were accommodated and facilitated by
provision of special funds in ZasAzb.

Secretary ofStates & Frontier Regions Division, Government of Pakistan,
Islamabad vide D.O No. 04(02)/P/L/2014(Vol. V1) dated"Bthe 2016Annex-Il)
requested to the Auditor @eral of Pakistan to carry owpecial audit of funds
released to FDMA and FATA Secretariatr payment to the TDPs. The Auditor
General of Pakistan approved the special audit for the funds released to FDMA an
FATA Secretariat for payments to the TDPs vide FAO wing letter No.
592/03/R.C/1-C/2013(part filel) dated FAugust 2016Annex-I11) .

The main objectives of the audit were to ensure that the disasdteed aid
has been used effectively, efficiently, and economicadlthe aid involvedmassive
fundsandassistancen kind.

a. Scope of audit

The specialauditwas conductetbr the period June€013-14 to March, 206-
17 regarding the relief, reconstruction arehabilitation activities carried out by
FDMA, Peshawar and FATA Secretariat, Peshawar. The auditembtier aspects of
the activities performed i.e. Rehabilitation and Reconstruction, Procurement of Relief
Goods Stocking and Distribution Mechanism, Establishment of Relief Camps,
Registration and Return of IDPs, Provision of cash compensation, foods meims a
record thereof.

The audit covered issues of proprietyhich extend beyondcrutinizingthe
mereformality of expenditure to its wisdom and econariye audit also included

vii



review, analysis and comments on various Government poli€asof the total
expenditure of Rgl1,080.26amillion of FATA Secretariat and FDMA, the DG Audit
(DM) audited an expenditure &s26,537.72fnillion, which in terms of percentage
is 65% of auditable expenditure.

b. Recoveries at the instancef audit

Recoveries amounting to R809.58million were pointed out by audithe
Ministry of SAFRONfailed to convene the DAC meeting despite issuarfcehird
reminder date®6.12.2017 hence the exact volume of recoveniealizedcould not
be ascertained at the time of catapon of thisreport.

C. Audit objectives
Overall objectivs of thisauditwereto assess:

I. The transparencyand progressn carrying out relief operations and

utilization of funds released to FDM#&nd FATA Secretaridor payments
to temporary displaced persoffOPs)

ii. Therequirement and procurement of relief gaods

iii. Theprocurementvas made in accordance with prescribed manner and in
compliance with rules

iv. That proper record was maintained for the disbursement and proper
measursweretaken to maintain store/relief item

v. Themonitoringmechanisnfor relief activities

d. Audit methodology

The Audit Year 20178 witnessed intensive application of desk audit
techniques by examining permanent files, computer generated data and other relat:
documents along with the policies and rules followed. Desk review helped in
understanding the systemsppedures, environmewff the entity before starting the
field activity. This greatly facilitated in identification of high risk areas for
substantive testing in the field. In addition, risk assessment was carried out by
performing analytical proceduregsting controls and evaluating the results.

The audit was conducted in accordance with the INTOSAI Auditing Standards
as envisaged in Financial Audit Manual (FAM) and the International Standards on
Auditing. The overall objective of the audit was to assesspliance with financial
rules and adequacy of internal controls. The audit also included review, analysis an

viii



comments on various Government policidadit approach used in audit is a hybrid
of System Basedpproachand Result Orientedpproach

e. Audit impact

There were no changes in rules, practices and systems during the year on tf
recommendation of Audit. Hence, audit impact in the scecanootbe ascertained

f. Comments on Internal Control and Internal Audit Department

The organizations have the&wn Internal Control mghanisns. However, the
same need mudmprovementNon-segregation of authorizatiomproperrecording
of expenditures and stockifasled to mismanagementhe system of internal audit
is in placeand reports are issued periodigaThe internal audit report was shared
with audit.






SUMMARY TABLES & CHARTS

Table 1 Audit Work Statistics

(Rs. in million)

S. No. Description No. Expenditure
1 Total Entities (Ministries/PAOS) in Audit 02 41080.266
Jurisdiction

2 Total formations in audit jurisdiction 27 41,080.266
3 Total Entities(Ministries/PAOs) Audited 02 26,537.729
4 Total formations Audited 5 26,537.729
5 Audit & Inspection Reports 02 26,537.729
6 Special Audit Reports 01 26,537.729
7 Performance Audit Reports - -

8 Other Reports - -

Table 2 Audit observations regarding Financial Management

(Rs. in million)

S. No. Description (Areas) Amount Placed underAudit

Observation (Rs in millions)
1 Unsound asset management 7.417
2 Weak financial management (specific) 13,586.228

3 Weak Internal controls relating to financial

management 637.782
4 Others 587.777
Total 14,819.204




Table 3 Outcome Statistics

(Rs. in million)

S.No. | Description Expenditure | Civil Works | Receipts| Others Total Total
on Acquiring current last
Physical year year
Assets
(Procurement)

1 Outlays
Audited - - - - 26,537.729 -

2 Amount
Placed under
Audit
Observations

/irregularities 1,064.597| 13,027.858 - 517.163| 14,609.618 -

3 Recoveries
Pointed Out
at the
instance of

Audit
- - 88.806* | 120.781** 209.587| -

4 Recoveries
Accepted
/Established
at the
instance of
Audit - - . - i} -

5 Recoveries
Realized at
the instance
of Audit - - - - - -

*the expenditure includghe audited amount of FDMA only as FATA Secretariat, Peshawar is yet to
submit adjustment/ vouched accounts.

** thisincluderecoveriego be made from the suppligrsthe form of taxes.

*** this include recoveriedue tooverpaymentso suppliersand norrecoveryof late delivery charges.

Xi



Table 4

Table of Irregularities pointed out

(Rs. in million)

S. No. Description Amount Placed under
Audit Observation
1 Violation of rules andegulations, violation of principle of
propriety and probity in public operations. 12,932.526
2 Caseof fraud, embezzlement, thefts and misuse of public
resources. i
3 Accounting errors (accounting policy departure from IPSAS,
misclassification, over or understatement of account balance -
4 Weaknesses of internal control systems. 824.076
5 Recoveries and overpayments 90.532
6 Noni production of record 970.520
7 Others, including cases of accidents, negligence etc. 1.550
Table 5 Cost-Benefit
S. No. Description Amount (Rs. in million)
1 Outlays Audited (Items 1 of Table 3) 26,537.729
2 Expenditure on Audit 0.590
3 Recoveries realized at the instancé\aflit -

CostBenefit Ratio

Xii




Chapterl
FATA Disaster ManagementAuthority ( FDMA), Peshawar

1.1  Introduction of Authority

Due to worldwide geographical changes, Pakistanuiserableto a range of
hazards both natural as well as nmade i.e. earthquake, drought, floods,
environmental disaster and landslides etc. The earthquake 2005 highlightec
P a k i svulreraldlisy to disaster risks which exhibited the need for establishing
appropiate policy and institutional arrangements to reduce lossdke wake of
disasters in future.

In 2006, NationalDisaster Management Ordinance was promulgated which
was later enacted by the Parliament in 2010. Under the act, the National Disaste
Managenent Commission (NDMCyvas established under the Chairmanship of the
Prime Minister as the highest policy making body in disaster management in the
country. As an executive/implementing arm of the NDMC, the National Disaster
Management Authority (NDMA)was established to coordinate and monitor
implementation of national policies and strategies on disaster manageébmettie
same lines Disaster Management Commissiohsive also beenconstituted at
Provincial and FATA level.

FATA Disaster Management AuthoritFDMA) is mandated to carry out four
spectraof Disaster Management under National DisadflemagementAct, 2010
extended through SRO No0.302 (1)/2008 dated 10.03.2008, namely:

1. Preparedness

2. Response

3. Recovery & Rehabilitation
4. Reconstruction.

FDMA is currently engaged in handling and taking care ofTtamporary
Displaced Person@ DP9 in the province of Khyber Pakhtunkhwadter the military
operation in the North Wazirastan and other areas of Federally Administered Triba
Areas (FATA).

As a result of operation ZaAzb, a total of 336,042 familiedisplaceffom
different agencies to theDP camps established in settled area. As a result of success
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in the operation, the families were gradually repatriated to their enatigasand
31,940TDP families wee to be repatriated as per the statisticsdated 30.03.2017.

(No. of families)

Non-Verified / Un-Regstered Verified Return
Agency | Caseload Return Balance
Today Pre- Post Today So Far
(30.03.2017)] NAP NAP (30.03.2017)
NWA 105014 27 0 17,763 149 85,705 | 19,309
SWA 71,124 1,236 0 60,375 748 61,010 | 10114
Khyber 91,689 0 14,026 | 41,008 0 89,172 2,517
Orakzai 35,823 0 14,114 | 5,420 0 35,823 0
Kurram 33,024 0 12179 | 2,335 0 33,024 0
Total 336,042 1,263 40,319 | 126901 897 304,734 | 31,940

Anotherimportant aspect of relief activity is cash assistandaich is paid
through cellular companie®rimarily, there are two major kinds of cash assistances
i.e. ReturnCashGrant (RCG) and TransportCashGrant (TCG). As per the stadtics
dated03.03.2017 217,483 TDP families vere to be paid RCG and 207§09DP
families were to be paid TCG as detailed below:

(No. of families)

Agency wise Return Ty_pe of Mobilink | Telenor | Zong Ufone Total
Summary assistance
RCG - - | 56,278 - 56,278
NWA TCG - - | 56,349 - 56,359
SWA RCG 41,491 8,986 - - 50,477
TCG 37,402 8,957 - - 46,359
Kbyber RCG 43,175| 35,185 2,669 - 81,00
TCG 43,188| 28,795 2,669 - 74,652
Orakzai RCG 245| 12,691 - 475| 13,41
TCG 245| 12,689 - 504 | 13,438
Kurram RCG 16,288 - - - 16,288
TCG - - - - 16,288
Grand Total RCG 101,199/ 56,861| 58,947 475| 217,48
TCG 97,123| 50,441| 59,018 504 | 207,06




1.2 Comments on Budget & Accounts (Variance Analysis)

The FederalGovernment released a sum ofZ5170.590million to FDMA,
Peshawaput of whicharoundRs28,464.%9 million were spenbn relief activities
including procurement, transportation and cash grant to IDPs and other administrativ
and operational activitiesFunds were furtherreleasedto other departmentby
FDMAsuch a®olitical agents, Directorilzestock, Directorate dfiealth, PHE FATA,
C&W FATA, Commissioner and Deputy Commissioner (Bannu, FR Tank, Lakki,
Kohat, FR DI Khan, and Peshawar), PESCO Bannu, Headquarter 11 Corps, 15
Wing, and Headquarter 101 Air Defense.

(Rs.in million)

Manual | Monthly |Expenditure .
ﬁl'o Period Releases Cash | Cash on gf;éitcli(i)tﬂilas E?(?én diture Variance
’ Grant | Grant Transport
1 June, 2013 |1,000.000 | 450.000 - - 20.336 470.336 529.66
2 201415 11,205.129| - 7,980.306 | 196.925 [1,274.268 9,451.499 |1,753.63
3 201516 12,852.352| - 12,757.232 - 351.210 13,108.441 |(256.09)
June, 2016 tc
4 March, 2017 |4,113.109 | - 4,622.191 - 812.202 5,434.393  |(1,321.28)
Total 29,170.590[ 450000 |25,359.79 | 196.925 |2,458.016 28,464.670 |705.92

The above table summarizes the releases made to FDMA aegbediture
in the correspondinggeneral heads each financial yeahe amount of releases and
expenditure had been increasing by each coming year untitZQ16here it started
declining.FDMA had unspent balances by the end of the FYs 2@@nd201415.
Whereagluring FYs 201516 and 20147, FDMA made expenditure over and above
therespectiveannual release by making use of the | ac
bridge financing from itetheraccount foregular/non-development budget



1.3AUDIT PARAS

1.3.1 Organization and Management
1.3.1.1lrregular appointment of consultant and staffi Rs. 9.6 million

Sl. No. 42 of guidelines for appointment of consultant in fxide provides

that need identifications a prerequisite for any organization planning to obtain
services of consultants. It further provides that consultancy should be widely
advertised indicating the requiremeritee range of compensation package, including
various facilities, depending dhe nature of work involved. The applicants will be
short listed and prioritized by an-imouse committee of the client organization. A
Selection Board will recommend a panel of at least three candidates in order of mer
for consideration of the appoingrauthority.

Fata Secretariat hired the services of a consultant with effect stctbber,
2014. The consultant office in this regard was established for which the staff was
hired against the following posts and paid an amount of Rs. 9,600,000.

S. Na Name of Post No of Monthly Amount
posts | Remuneration(Rs.) | Paid (Rs.)

1. | Consultant 01 200,000 6,000,000
2. | Supervisors 02 60,000 1,800000
3. | Superintendent 01 20,000 600,000
4. | Security guard 01 20,000 600,000
5. | Mess waiter 01 20,000 600,000

Total 320,000 9,600,000

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it wasobserved that:

1 The record pertaining to recruitmerit consultani.e. advertisement, panel of
candidates, need assessment was not available for audit scrutiny.

1 No record as to recruitment of the stdfir the consultant office.e.
advertisement, test, intervieamd their TORs/job descriptiomasavailable

Audit holdsthat in the absence of complete record appointment of consultant
is irregular and needs justification.

The matter was pointed out to the management on 23rd May, 2017. In their
reply dated24-25 August2017, the managemeaertified that all the staff embers
of the consultantos of fice were empl
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Ministry for SAFRON, Gowvt of Pakistan communicated vide SAFRON Division
Letter F.No (03) PL/2013 dated 24th October 2018pecial Job description cannot
be defined as these employess contract employees. Completecruitment record

of all staff members isavailable for verificationSt af f member s of
office are performinghe tasks obrganizing all movemes of VIPsand secret nature

of operational tasks for coordinating between Ministry of SAFRON, GHQ and other
stakeholdersis mentioned in G@rnmen of Pakistan Ministry of SAFRON U.O No

12 (17) PL/2013 dated 4th February 2015.

The reply is not cogentsano documenin support was provided to audit till
finalization of this report

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened tifinalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends thatregular appointments of consultant and its staff may
be justified

(Para No.39, FDMA, Peshawar)

1.3.2 Financial Management

1.3.2.1Loss to Government due to nonimposition of stamp duty

T Rs. 2.085 million

Section 22(A)(b) of Schedulleof Stamp Act 1899 has levied the stamp duty
on the contracts entered into for procurement of stores and materials by a contract
with Government, Agenciesr Organizations set up or controlled by the provincial
government at the rate of 25 paisa for every one hundred rupees or pot tiehe
amount of contract.

FDMA Peshawar issued work orders for the procurement of goods and
services to multiple supiers during the Financial Yemr201415, 201516 and
201617 detailedas Annex-1V, but the duty as levied under Stamp Act was not
recovered and the government susdim loss of Rs2,084,541



Audit is of the view that noimposition andnonrecovery of stamp duty as
required under stamp act is a violation of the act and recovery was required to b
made from the concerned which was not made by the department.

The matter was pointed out to the managemeng@iMay, 2017In their
reply ddaed24-25 August2017 the management stated thatper provision of Stamp
Act 1899stamp duty ipayable by contractors for procurement of stores. The FDMA
is not maintaining such store. It makes procurement for immediate requirements, ir
suchcases stamduty is not applicable

The reply of the management is irrelevant and not supported by the provisions
of the Stamp Duty, Act.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 date 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that recovery be made besides stremyghtte internal
controls.

(Para No.2, FDMA, Peshawar)

1.3.2.2Loss to Government due to nondeduction of sales taxon services
-Rs. 17.962 million
Section 26 (1) Chapter Il dhyber Pakhtunkhwa Finance Act, 20&fates
that sales tax on serviceball be charged, levied, collected and paid a tax on the
value of a taxable service at the rate specified in the second schedule.

FDMA expended an amount of R9)7326,578on procurement of services as
Annex-V.

It wasobserved that the sales tax @méces amounting to Ri7,961,826vas
not deducted from the supplier.

The matter was pointed out to the managemen2®iMay, 2017. In their
reply dated24-25 August2017 the management stated tHeDMA is a Federal
Govt.project dealingvith federal tars. All the federal taxes have beeooeeed and
creditedin to government treasury



The reply of the management is not cogent as no record pertaining to recover
of Sales tax on servicegas produced taudit.

The PAO was requested to convene DAC meatidg letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommendsthat the Sales tax on servicebe recoveredunder
intimation b Audit.

(Para No.3, FDMA, Peshawar)

1.3.2.3Loss to Government due to on-deduction of income and sales tax

T Rs. 52.972million

Section 161 (1A)f Income Tax Ordinance 2001states that where a person
fails to collect tax as required under Division Il of this part or deduct tax from a
payment as required under Division Ill of this part; the person shall be personally
liable to pay the amount of tax tbe commissionerurther,Para2 of Sales Tax
Special Procedure (Withholding) Rules 2007 provides that a withholding agent shal
deduct an amount equal to one fifth of the total Sales tax shown in the Sales Ta
Invoices.

FDMA expended an amount of R§8,/60,079on procurement of goods and
sewices as detailed iAnnex-VI.

It was observed that the income tax and sales tax as required under the rule
amounting to Rs52,971,882 was not deducted from the suppliers as detailed in
Annex-VI.

The matter was poiad out to the management 86"May, 2017. In their
reply dated T June2017, the management stated tlsates tax on supply of Food and
labor is not recoverable the light of FBR letter dated 21.02.2017.

The reply of the management is accepted to the extent of vendors whc
provided food and labor. However, no justification of sienovery for income tax
and GST was produced from the suppliers as detail&dragx-VI.

The PAO was requested to convene Di€eting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
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meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recanmends that the taxes may be recovered under intimation to audit.
(Para No.4, FDMA, Peshawar)
1.3.2.4Lossto Governmentdueto less deduction of income taXRs. 9.202 million

As per Section 153 of Income Tax Ordinance 2001 every prescribed persor
making paymentsof goods and services in full or part including a payment by way
of advance to a resident person or permanent establishment in Pakistan ef a no
resident person for the sale of goods; for the rendering of or providing of services; or
the execution of a caract, other than a contract for the supply of goods or the
rendering of or providing of services, shall, at the time of making the payment, deduc
tax from the gross amount payable at the rate specified in Division Il of Part Il of
the First Schedule.

FDMA expended an amount of Bg2,247,38@mn procurement of goods and
senices as detailed &nnex-VI|I.

It was observed that the income tax amounting to9R€2,961as required
under the rules was less deducted from the suppliers.

The matter was pointedubto the management &@9"May, 2017. In their
reply dated 245 August 2017the management stated thatome tax in all cases
were deducted at prescribed rate on amounts excluding the amounts of sales ta:
whereas the audit party has made calculationgooss amount of procurement
including sales tax.

The reply of the management is mogent in the light of provisions captioned
above.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommendghat theincome taxbe recoverednder intimation to audit

(Para No.5,FDMA, Peshawar)



1.3.2.5Mis-appropriation of fund s in violation of system of financial budget and
controli Rs. 27.940 million
According to ®rial No. 5 (II) (b) of financial powers delegated to Ministries
Divisions and Heads of the Departments throégimexI| to Para 8(a) of revised
system of financial budget and control 2006 issued vide Finance Division OM No.
F.3(2) Explll/2006 dated 18 September 2006, no-eppropriation may be made: (i)
from Development to Current Expenditure and weesa(ii) from to, omwithin the
Employees Related Expenses, from Operating Expe@s®@amunicatioATelephone
& Trunk Calls, Telex, Telgrinter& Fax, Electronic Communication; Utilities: Gas,
Water, Electricity; Secret Service Expenditure, Unforeseen Expenditure for Disastel
Preparedness & Relief and Occupancy Costs.

The management of FDMA expended a sum of R$72,992 on
entertainment, POL, transportation of goods and purchase of assets besides separ
allocation in its regular budget as detail@@nnex-VIIl . Similarly, anamount of
Rs. 23,266,582 was reimbursed to DC Bannu out of funds meant for TDPs on routin
expenditures such as POL, entertainment, utility billsdstailed alAnnex-1X.

The expenditure of Rs27,939,574 meant for TDPs, despite clear cut
provision inthe regular budget tantamount to misappropriation/-utiization on
account of FDMA and DC Office, Bannu.

Audit holds that the justification of the same may be proyitledides getting
this expenditure regularized from Finance Division.

The matter was pointed out to the management on 23rd May, 2017. In their
reply dated6™June 2017, the management stateat he operatiorZarb-e Azb was
stared in June 2014, withoutgprerplanning, hugeumberof peopleweredisplaced
from north Waziritsan agency, which included old age pessomales, females,
children anddisablel personsThe SAFRON division Islamabad issued TORs that
the funds released by SAFRON Division will cover all the aspect related to operation
Zarb e Azhbecaus@o other fundvas available with FDMA for the purpose.

The reply of the management is not acceptable as the same is not supported |
the rules.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20:47/378381 daed 18.09.2017. No DAC
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meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the practice may be abandoned forthwith and the
matter may be got regularizé@m the competent forum under intimation to audit.

(Para No.24, FDMA, Peshawar)

1.3.2.6 Unauthorized grant of honorarium out of funds meant for TDPs -
Rs. 29.941 million

Para 12 of GFR Vel requires that a controlling officer must see not only that
the total &penditure is kept within the limits of the authorized appropriation but also
that the funds allotted to spending units are expended in the public interest and upc
objects for which the money was provided.

During the Special Audit on the funds releasedF@MA for Operation
Zarb-e-Azb, it was observed thathnaamount of R24941,403wasexpended on
account of honoraria to the staff of FDMA PeshaWaTA Secretariat, Ministry of
SAFRON CDA Staffand Army as detailed &nnex-X.

Audit holds that:

1 Therelease was meant for the purpose of compensations and procuremer
of NFIs/ FlIs for TDPs.

1 The grant of honoraria for FDMA staff is unjustified, despite having
separate budget for their pay and allowances.

1 The grant of honoraria to the staff of other deperits is unauthorized
and misappropriation.

The matter was pointed out to the management on 23rd May, ROflveir
reply dated24-25 August2017, the management stated ttegpayment of incentive
was made to all those employees who were involved ipeh@rmance of activities
of Army Operations in FATA. Specific provision of fund was made in the budget by
the Finance Division and the grant of honorarium was sanctioned by Minister for
SAFRON.

The reply of the management is not convincing as the hoaosarto be
granted out of the regular budget of the office from where the pay is drawn.
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The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convedetill finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the amount of honorarium may be recovered from all
concerned, as the expenditure is unjustified and beneficiaries tavdve granted
honoraria out of the regular budget of the office from where their pay is drawn.

(Para No.26, FDMA, Peshawar)
1.3.2.7 Lesspayment of ex-gratia assistancgo TDPs

Section 3 (e) of NDMA Guidelines for minimum -gxatia assistance to the
persons affected by national and rmaade disasters provides that the objective of the
guidelinesis to ensure uniformity as well as streamlining the system of payment to
the effectes in a smooth, efficient and transparent manner. Section 3 (g) further
provides that the guidelines were designed to ensure that the minimum relief;
threshold amount payable to the affected person.

During the Special Audit on the funds released to FDMA @geration
Zarb-e-Azb, it wasobserved that:

1 The commissiorfthat includesall taxes/ services chargessdeducted out of
the compensatio®@ 1% and 1.29%nnounced by the government for TDPs.
The payment ofcommissionout of the announced amount of campation is
unauthorized.

1 Resultantly, due to deduction of commission and other charge§DiRgs are
also unable to withdraw amouintdenomination ofess than 500 from ATMs
and the same is refunded/ reverted to FQM@&priving TDPs
The matter was pointed out to the management on 23rd May, 2017. In their

reply dated6thJune 2017, the management stateat the governmerttas allowed
commissiononly on monthly cash grant since August 2015. The commission from
return cash grant is deded from the TDPs amount. The amount of commission on
monthly cash grant is paid by tgevernmenbver and above the amount of monthly
sustenance allowance of RsA@ to the companiefs per policy of the Govt
commission on monthly cash grant is paydtlhe Govt whereas in other cases by the
TDPs.
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The reply of the management is not cogent as the policy is not uniform for all
forms of compensation.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FX201417/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the practice of deduction / payment of commission
inclusive of all taxes and charges out of the amount disbursed meant to be disburse
to TDPs may be stopped forthwith and an alternate policy may be got approved fron
the competent forum under intimation to audit.

(Para No.35, FDMA, Peshawar)

1.3.2.8Non-deduction of incane tax and wjustified expenditure on account of

hiring of residential building/ vehiclei Rs 0.768 million

As per Income Tax Ordinance section 153(1) B, every prescribed person
making a payment in full or part including a payment by way of advance tadanes
person or permanent establishment in Pakistan of aesident person for rendering
of or providing of services shall at the time of making the payment, deduct tax from
the gross amount payable at the rate specified in Division Il oflppaot the first
schedule

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it wasobserved that:

1 A building was hired for office accommodation. No record such as map, need
assessment of required covered area, rent assessmefuuwas Further, an
amount of Rs1,950,000was paid on account of rent of office building.

1 A 2000 cc Vigowas hired and the payment in lieu of reit 31.032017
amountingto Rs 3,750,000 (125,000 p.m X 30 monthsjps made The
expenditure incurred siar exceeds the sale price of the vehicle itsgHich
is unjustified

1 The income tax as detailed belavasnot recovered.
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Sr. No | Description Year Amount (Rs.) Income Tax(Rs.)
Hired accommodation | FY 201415 | 585000 26,375
FY 201516 | 780000 41,000
1. FY 201617 | 585000 26,375
2. Rent a car FY 201417 | 3,750000 75,000
3. Salary of consultant FY-201417 | 6,000,000 600,000
Total 11,700,000 768,750

The matter was pointed out to the management on 23rd May, 2017. In their
reply dated24-25 August2017, the management stated thatome tax is being
regularly deducted from owner of the hired building. @, an amount of
Rs 126,000has been deductdcbm owner of the building for the period up to 30th
June 2017 and deposit into Goamen Treasury Income tax is being regularly
deducted @2% i.e. R2,500 per month from Shani travels and the amount is being
deposited into Govt Treasury. Colonel Mehmidthan (Reted), the consultant is a
regular tax payer and his name appear in the activpawear list in the category of
salariedndividuals An amount of Rs160,000 has been deposited into Govt. treasury
vide challan No. 1T.201706163091152498 dated 16th June 2016 for the period
with effect from 1st July 2016 to 31 March 2017.

The replyto the extent of income tax deduction on hired accommodation and
rental vehicle is acceptable subject to verification.The income tax deduction from the
consultant may be supported with the detailed documents submitted with the return
showing the rate of income tax deductioRarther, the withholdingax agent could
not beabsolved of the duties of tax deductitdMoreover, the justification of hiring of
vehicle was not furnished.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the documentary evidemceaddition to the
justification,may be produced to proceed furtherhie tatter.

(Para No.40, FDMA, Peshawar)
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1.3.2.9Non-deduction of sales tax on servicegkom the salaries of consultant and
rent paid- Rs. 1.560 million

As per he Islamabad Capital Territoryfdx on Services) Ordinance, 2001
section 3 (2) The tax shall be charged and levied on the services specified i
3[column (2) of] the Schedule to this Ordinance in the same manner and at the san
time, as if it were a sales tax leviable under sections 3, 3A or 88Ae case may
be, of the Sales Tax Act, 1990.The sales tax on services provided in respect c
Management consultancy serviegglrenta-car is Sixteen per cepach

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it wasobserved that:

1 A consultant has been paid an amount of R6€00,0000n account of
remuneratiorwithout deduction of sales tax on services @ 16% amounting to
Rs. 960,000.

1 Sales tax on services @ %6amounting tdRs 600,000wasot deductedn
rental inoeme of M/s Shani Travels amounting toRs. 3,750,000

The matter was pointed out to the management on 23rd May, 2017. In their
reply dated24-25August 2017, the management statth@t consultant is being paid
salary like other employees. Sales tax on services @16% is applicable in case
servicegenderedy contractor and not employees.

The reply is not cogent as the consultant being individual or firm is liable to
pay taxes under éhprovisions above.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
remindes dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the amount pointed out may be recovered from the
concerned without further delay.

(Para No.41, FDMA, Peshawar)
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1.3.3 Procurement andContract Management
1.3.3.1Unverifiable expenditure oncatering srvices-Rs.1.185 million

Section 44 and 45 of Chapter 3 of Audit and Accounts Order provides that it
is the duty ofAuditor General to see¢hat there should be provision of funds
authorized by competent authority fixing the limits within which expenelitan be
incurred;that the expenditure incurred should conform to the relevant provisions of
the Constitution or, of the orders made thereunder and should also be in accordan:
with the financial rules and regulations framed by competent authoritytreatdhere
should exist sanction, either special or general, accorded by competent authority
authorizing expendituréd.he expenditure should be incurred with due regard to broad
and general principles of financial propriety. Any cases involving a breattiesé
principles and thus resulting in improper expenditure or waste of public money
should be treated by Audit in the same manner as case of irregular or unauthorize
expenditure.

An amount of Rs1,185,23lwasexpended on account of paymentadckery
and tent services detailed &snex-XI. During the Special Audit on the funds
released to FDMA for Operation ZagbAzb, auditobserved that:

1 The tent services were procured without tendering and quotation in
respective cases.

1 No supply/ work ordewasfound in the record.

1 Delivery Challan including ID of vehicle, detail of receis@nd time of
deliverywasnot found which renders the claims unverifiable.

The matter was pointed out to the management on 23rd May, ROfleir
reply dated24-25 August2017, the management stated that thepayments mentioned
in the Para were made by the Bannu,beingfocal. The fund to DC Bannu was
released on his demand for payments on actual activiliee reply of the
management is not cogent as the same does n@sadtie observations raised.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of thre
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.
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Audit recommends that in the absence of justification, the matter may be
inquired and responslity may be fixed.

(Para No.29, FDMA, Peshawar)
1.3.3.2Unverifiable miscellaneous expensesRs. 1.638 million

Rule 131 and 310 of FTR Vlprovides that all bills or cheques in payment
of claims against the Government shall be presented at the treasury at an authoriz
office of disbursement dully receipted and stamped when necessary. The detailed bi
shall besigned by the Head of the office and submitted to the controlling officer, to
the Accountant General, with all sibuchers.

An amount of Rs1,638,365paid against procurement of electricedms
sanitary items statiorery items Pena flexes and mattresssas detailed at
Annex-XI1. During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it was observed that

1 The services were procured in violatiohfinancial andPPRA Rules, as no
record pertaining to tender and daiion in respective cases was found in the
record.

1 The expenditure on statienry items and other miscellaneous items were to be
made from the regular budget of DC office Bannu

1 Thedetails including supporting billserenot found

1 No record pertaining talelivery of pillows, mattress and bstieets was
found.

1 No justification was provided regrading nrdaduction of income Tax and
GST from the supplier.

Audit holds that he abovamentioned observationsrender the claims
unverifiable/ doubtful.

The mattemwas pointed out to the management on 23rd May, .20liheir
reply dated24-25 August2017, the management stated that thepayments were made
throughthe DC Bannu being focal person. All the claims were got verified by
concerned staff of Army, PA and FDMgosted.

Thereply of the management is not cogent as the same does not address t|
observations raised.
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The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meetng was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that in the absence of justification, the said expenditure is
unjustified. The matter needs to be inquiredfito the responsibility against the
person(s) at fault under intimation to audit.

(Para No.30, FDMA, Peshawar)

1.3.3.3Unverifiable expenditure on account of refreshment charges for TDPs
- Rs.15.008million

Rule 12(1) of PPRA Rule2004, provides that all procurement opportunities
over one hundred thousand rupees and up to the limit of two million rupees shall b
advertised on andperint h&dRMilde snanwer dnd forma specified
by the PPRArulesfrom time to time Rule 8further provides that within one year of
commencement of these rules, all procuringnages shall devise a mechanigon all
proposed procurements with the object of realistically determining the requirements
of the procuring agency, within its availabiesources, delivery time or completion
date and benefits that are likely to accrue to the procuring agency in future.

Rules 131 and 310 of FTR \blfurther provide that all bills or cheques in
payment of claims against the Government shall be presentbd &easury at an
authorized office of disbursement dully receipted and stamped when necessary. Tr
detailed bill shall be signed by the Head of the office and submitted to the controlling
officer, or if there be no controlling officer to the Account@wneral direct, with all
subvouchers.

DC Bannu expended an amount of R§007,6800n account of refreshment
for TDPs Audit observed that:

1 The procuremenbf food/ bakery items wasnade without tenderingin
violation to PPRA RuleBesides he supply ader, number of TDPs served
delivery dallan quantityof boxes andime of deliverywas not availablein
the record

1 Theice amounting to Rs. 102,950 was procured in 2 ddySr. No. 4 as
compared to Sr. No. 2 & &nd nodetailedrecordis available

1 Inthe absence @&bove the authenticity of the claims could not be verified
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S. No. Vendor Article Date Amount
(Rs)
1 Amir Bakers Food& bakery items | 19.06.14 to 28.06.14| 14,839,380
2 Gul Nawaz Dealers | Ice charges 26.06.14 t0 17.07.14 65,350
3 Nil 06.07.14 to 17.07.14
4 Haji AyubAgrimaal 02 & 03.07.14 102,950
Total 15,007,680

The matter was poiatl out to the management ontt®@ay, 2017. In their
reply dated24-25 August 2017, the management statédt he DC Bannuwas
declared as focal person to provide cooked food to the BDfegistration points. In
this connection the DC Bannu in emergency arranged all these things within
stipulatedtime. Taxes where applicable have been deducted.

The reply of the managemeist not cogentas the authenticity of the claims
could not be verified in the absence of above.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was anvened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be investigated and responsibility be

fixed on person(s) at fault under intimation to audit.
(Para No.32, FDMA, Peshawar)

1.3.3.4Unverifiable expenditure on account of entertainment for officials

- Rs. 1.735 million

Rule 131 of FTR Vol provides that all bills or chequ&s payment of claims
against the Government shall be presented at the treasury at an authorized office
disbursement dully receipted and stamped when necessary. Rule 310 of FTR Vol
provides that the detailed bill shall be signed by the Head of thee @fitd submitted
to the controlling officer, or if there be no controlling officer to the Accountant
General direct, with all subouchers.

An amount of Rd,735,468waexpended on account of entertaignt for
TDPs as detailed iAnnex-XIll . During the $ecial Audit on the funds released to
FDMA for Operation Zarke-Azb, it wasobserved that:
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1 The purpose of gatheringetailsandnumber of participanidelivery challan,
time of deliverywas not found in the recard

1 Further,the details olunauthorized payenton accounbf guest house (DHS
FATA Staff) charges amounting to Rs,800, the purpose of visit, period of
stay, number of visitors was not found in the reaerdiering it unverifiable

1 No justification was provided regding nondeduction of incomeak and
GST from the supplier.

The matter was pointed out to the managementSinMay, 2017. In their
reply dated 24-25 August 2017, the management statdtht the expenditure
mentioned in the Para were incurred in connection with certain events/furtogiohs
as a result of visits of the chief executive, arnofficers and foreign
dignitaries.During the start of Zarb e Azatlers and different dignitaries frequently
visited camp for which the arrangement of refreshment was the responsibility of DC
Bannu and payment was released on verification by representative of Army and
concerned officials/officers of DC Bannu.

The reply of the management is not cogastthe observation wise reply
supported by documerds not produced Further, in the absence of recotde
authenticity of the claims could not be verified.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this repakspite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be investigated and responsibility be
fixed on person(s) at fault under intimation to audit.

Para No.33, FDMA, Peshawar)

1.3.3.5Non-provision of recordpertaining to procurement of tents

- Rs.970.520million

In accordance with GFR5 and 96, all anticipated savings should be
surrendered to Government immediatelyas they are foreseen but not later than 15
May of each year in any case, unless theyraquired to meet excesses under some
other unit or units which are foreseen at the time.
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FDMA incurred an expenditure of Rs. 261,780,000 for procurements of

25,100 tents as detailed below:

S. Avrticl Per unit No. of Amount
No. Vendor e Date of Procurement rate (Rs.) | tents (Rs)
2206.2015 9,445| 6,000
2203.2016 10,390| 2,000| 123,950,00
1 | UsmanTraders ) Tents 24092016 9,300| 3,000 0
08.09.2016 9,300| 2,000
2 Suleman & Brotherg Tents 23.09.2016 9,650| 7,000| 67,550,000
15.09.2014&22.09.201
ABC Tents 4 14,800| 4,100 60,680,000
4 Pearl Associates Tents 02.01.2017 9,600| 1,000 9,600,000
Total 25,100 261’780’%0

Audit observed thathe breakup of the releasegrovided by the department
implies that a total ofRs. 1,232,300,000 were provided for the purchase of
123,230 tents, against which only 25,100 tents were purchased.

S. No. Fund ReleasgRs.) | Date Tents

1 400,000,000 09.09.2016] 40,000
2 111,000,000 05.10.2016] 11,100
3 591300,000| 18.03.2016/ 59,13
4 130,000,000 05.01.2017| 13,000
Total 1,232,300,000 123,230

Audit holds that the differences may be explained besides producing the
documents pertaining to surrender/ expenditure of balance amount of
Rs. 970,520,000 meafdr procurement of tents.

The matter was pointed out to the management on 23xd BOd.7. In their
reply dated 25 August2017, the management stated ttied procurement of a
huge quantity of tents without resources@ possible. Thgovernmenhas poperly
provided fund for the purpose and procuremeatmade according to rules. In some
casesit is for registration centers and in some cases for the returned families of
TDPs. The FDMA has no other sources to make procurement without specific.budge

The reply of the management is noigent asthe management failed to
explain the utility / surrender of the residual amount of releases.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378-381 dated 18.09.2017. No DAC
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meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that in the absence of any record/ justification pertaining
to utilization of the residual funds Rs. 970,520,000, rtiegter may be inquired by the
ministry to fixon the person(s) at fault under intimation to audit.

(Para No.25, FDMA, Peshawar)

1.3.3.6lrregular procurement of tents in violation to PPRA Rules and non
imposition of penalty for late delivery-Rs. 56.670 million
According to Rule 30 (1) of PPRA Rul2804,no evaluation criteria shall be
used for evaluation of bids that had not been specified in the bidding documents
Further, FAQ 15 providedn the PPRA websitelaborates thate tender document
file prepared for the purpose of audit must contaspection rates/ laboratory tests
and analysis reports of samples provided by suppliers.

FDMA required €000 tents (4%0 kg as per NIT dated 02.05.2017.

M/s Mehroztextile industries became the only successful contender as per the lab tes
report. However, after opening of bids and lab test report, M/s Mehroz textile
Industries was asked to provide tents of6hbkg instead of 450 kg vide supply
order dated 22.0B015. The department stated that M/s Mehrextile Industries
refused to supply due to change of specifications at a belated stage. The tender w
then awarded to M/s Usman Traders who stood number four in terms of technica
gualifications of the specifit@ns of the sample.

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it wasobserved that:

1 M/s Mehroz Textile Industries has never refused to supply the tdnts
4550 kg rather the supplier insisted the departmentisit the factory and
inspect 100% items before delivery.

1 M/s Usman Traders (being fourth in terms of specificatbrsamplg got
supply order of 6000 tentsA5-50 kg having cotton 890%, iron pole
thickness & pillars 1.5 mm and per unit mass shall bep&s&gm (450GSM)
to be supplied in 15 days
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Audit holds that:

1 The change of specification after the opening of bid and lab test wepsa
violation of PPRA rules and tantamount to fpiecurement.

1 The issuance of supply order to M/s Usman Tradersggbemrth in terms of
specification was undue favor. As the lab test report indicates cotton was
65.05% instead of required specification i(85-90%) therefore the tents
provided were suistandard.

1 4,650tents were supplied between 28.06.2015 to 12.03.28&wever, 1,350
tents were delivered after the stipulated time of fifteen days. The department
was required to recover damages @ 3% of totabR$70,000, which comes
to Rs 1,700,100. The department provided extension uptbof4uly, 2015
without assigning any reasons.

The matter was pointed out to the management §iMag, 2017. In reply
dated 2425 August2017, the management stated thid$ Mehroz Textile Industries
Lahore provided sample over and above the specification given in the tender noti
In the agreement deed those specifications were inserted, which were found in th
sample provided bthe supplier The firm did not sign the agreement deed and stated
that supply will be mades per specification of tender notice and not as per sample.
The firm committed fraud with a view to get the tender. Thibe same firm was
black listed and security ofRs8D0,000 forfeited iffavor of government Thesupply
order was then issued to $4Jsman Traders on the basis of lowest financial rate and
as per tender specification

The reply of the department is natceptableasretendering was required if
change of specifications was needed after opening of financial bids.

The PAO was requested ¢convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.201

Audit recommendshatthe inquiry may be conducted by the Ministry for the
violation.

(Para No.1, FDMA, Peshawar)
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1.3.3.7Award of work to a single contractor in violation of PPRA Rules
-Rs. 406.393 million

Rule 12(1) of PPRA Ruleg004, provides that procurements over one
hundred thousand rupees and up to the limit of two million rupees shall be advertise:
on the Authorityds website in the man
Authority from time to time. These procurement opportunities may also be
advertised in print media, if deemed necessary by the procuring agency. Rule -
further provides thatprocuring agencies, while engaging in procurements, shall
ensure that the procurements are conduated fair and transparent manner, the
object of procurement brings value for money to the agency and the procuremer
process is eftient and economical.

M/s Malik Shereernwas awarded the work for the construction of toilets,
sheds, drinking water facilds, electrification, supply of fodder and other related
activities of the camp on 05.08.201Fhe contractorwas paid an amount of
Rs 406,392,991 as detailedAanhnex-XIV. It was observed that:

1 The award of miscellaneous work worth Rs 406,392,991 tos#mee
contractor is a violation PPRA Rules.

1 The work order was general and did not contain the specific service/ items
required from the supplier.

1 The payment of Rs. 283,021,254 was made at Sr. Nos. 2, 8 and 9 withou
invoices and supporting documents.

1 The department procured fodder from supplier instead of-dieek
department without details of animals and per day consumption.

1 The payment at Sr. No. 1, voucher 144Apinex-XI Vwas processed on
18.08.14 and cheque issued, whereas, the comtreleimed itby the bill
dated @.08.14 for the fodder provided from 01.08.14 to 10.08.14. The
payment so made is doubtful.

1 Thepayment at 6§ No. 2 was processed for the whole amount despite the
fact that Rs. 300,000 (Bill dated 11.09.2014) and Rs. 1,483,840 (Rill dat
11.09.2014) has been reduced by the forwarding authority, resulting into
overpayment of Rdl,783,840

1 At Sr. No.8 an amount of R897,650 was paid to M/s Malik Shereen by
DC office at Bannu for rented water tankers/ bowfleesveen 125 June

23



2014) without supplyorder. No record pertaining to time and date of
delivery, receiving and ID of the rented bowsers was available on record.

The matter was poted out to the management ontt@ay, 2017. h their
reply dated 245 August2017, the managemertated thathe TDP camp of Bakka
Khel Bannu was established in emergency under supervision of the Pak army fron
local contractor named Malilsherea. All the bills of the contractor receiveday
FDMA were paid after verification bynilitary formatiors throgh DC Bannu (focal
person by SAFRON Division) attte execution of activities is covered under
emergency clause of clause 32 of NDMA Act 20Ead with PPRA Rules 42 (c) (v)

The reply of the management is rnehableas payment without verifiable
claimsis unjustified Further, theprocurement on emergency basis for an indefinite
period cannot be continued in the garb of emergency provisions of NDMA Act 2010
and PPRA Rules.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zab-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that thsupportingdocuments may beot verified to
ascertain the authenticity of expenditure, besides the inquiry may be conducted by th
Ministry.

(Para No.6, FDMA, Peshawar)
1.3.3.8Violation of PPRA rules in award of work without tendering or
prequalification-Rs 5.869 million

Rule15(1)of PPRA Rules2004 provides that procuring agency, prior to the
floating of tenders, invitation to proposals or offers in procurement proceedings, may
engage in prgualification of bidders in case of services, civil works, turnkey
projects and in casaf procurement of expensive and technically complex equipment
to ensure that only technically and financially capable firms having adequate
managerial capability are invited to submit bids. Suchgouification shall solely be
based upon the ability dfhe interested parties to perform that particular work
satisfactorily.
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FDMA made payment®f Rs. 5,868,595 vide cheque No. 5347222 dated
08.07.2014to M/s Syed Khan & Co. o account of construction workgwudit
observed that:

1 The contractoiwas not in the list of pregualified contractors and was
awarded the work without pigualification and tendering process.

1 No rate comparison was carried out and no quotation was obtained from
any other supplier for the purpose.

1 Neither anyagreement was sigdaor any work order found in the record.

1 Detailedestimates and breakp of material and servicday out, drawing,
dimensions of the establishment verified by the engiweee not found in
the record

1 IncomeTax @ 3.5% was deducted instead of 4.886Uting into loss of
Rs. 199,840 (899,28G99,441).

The matter was poted out to the management on"Rfay, 2017. h their
reply dated 2425 August2017, the management stated tlae civil work in Baka
Khel camp executed by Syed Khan & Co was supervisedP&k Army. The
contractor was awardedework in emergency.

The reply of the management is not cogent as the same is not supported b
documentary evidence.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that theupporting documents maybe got verified.
Further, the documents in support of the claims may be produced to render the claim
verifiable.

(Para No.10, FDMA, Peshawar)
1.3.3.9Irregular procurement without tendering 1 Rs. 1.25 million

Rule 12(1) of PPRA Rule®004,provides that all procurement opportunities
over one hundred thousand rupees and up to the limit of two million rupees shall be
advertised on andgerint h&dRMiide snanwer &nd forma specified
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by the PPRArulesfrom time to time Rule 8further provides that within one year of
commencement of these rules, all procuringnages shall devise a mechanigon all
proposed procurements with the object of realistically determining the requirements
of the procuring agency, within its availablkesources, delivery time or completion
date and benefits that are likely to accrue to the procuring agency in future.

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it wasobserved that:

1 FDMA obtained three quotations armlt of three firms, signed an
agreement with M/s The Vision orstluly, 2013 for the period of two
years for printing and supply of materils The Vision wasnot amongst
the prequalified firms,given multiple supply orders for printing totaling
to Rs 1,258,488 during the FY 2011b.

Audit holds that:

1 The award of contract to the firm selected by way of quotations is a
violation of PPRA, Rules an@dntamount$o misprocurement.

1 Less deduction of income tax amounting to R5217 (112,26441,047)
needs to be recovered.

The matter was pointed out to the management od 23y, 2017. In their
reply dated24-25August2017, the management stated ttinet firm M/S The vision
was engaged for different printing works in the Bdkiael camp FR Bannu on
different occasions. Every time, the firm did the works on most economical rates a:
compared to market rates.

The reply of the department is not cogent as the department was required t
award central contract in compliance with thées.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated@0.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the tax recoveries be made besides investigating th
matter to fix the responsibility of recoveries.

(Para No.11, FDMA, Peshawar)
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1.3.3.10 Violation of PPRA rules in procurement of transport services
-Rs.136.085 million

Rule 4 of PPRA Rule2004, provides thgirocuring agencies, while engaging
in procurements, shall ensure that the procurements are conducted in a fair ar
transparent manner, the object of procurement brings value for money to the agenc
and the procurement process is efficient and economical.

The department hired the servicesMfs Bilal Traders & Cargo andHaji
Ghulam Mustafa & Sonor transportation of TDPs to tisettled area=DMA made
the paymentmounting to Rs. 136,084,783the vendorson account of transport of
TDPsas detailedn Annex-XV.

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it wasobserved that:

1 The work order was issued to M/s Bilal Traders & Cargo Transport
without mentioningthe number of journeys/ vehicles. The Contractor
continued providing transportation services for one year. But no
permanent solution was resorted to by way of tendering/ quotation as per
PPRA rules.

1 Daily situation report, vehicle ID, time of departuresivaal of vehicles,
number of passengers traveled was not available in the record, which
renders the claims unverifiable.

1 The list of drivers, CNICs of drivers and vehicle license numbers provided
with the Bill No. 1 dated 21.07.2014 vide Voucher No-BBR-NWA-14
was not verified by the respective formasoof armed forces, which
renders the claims unverifiable.

The matter was pointed out to the management &tMag, 2017. In their
reply dated?4-25August 2017, the management stated that the coofrabfting of
TDPs from FATA to settled area of KP was awarded to Bilal Traders on
comparatively lowest rate per vehicle per trip. The trips claimed were verified by the
concernedagency coordinator. Moreover, the TDPs shiftemim North Waziristan
Agencywere also compared with dagytuationreport (DSR) of the concezdPA.

The reply of the department is neither supported with any document nor
answers the observations raised.
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The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be investigatetiresponsibility be
fixed under intimation to audit.

(Para No.12, FDMA, Peshawar)

1.3.3.11 Violation of PPRA rules in procurement of food boxes
-Rs 39.613 million
Rule 4 of PPRA Ruleg004, provides thatProcuring agencies, while
engaging in procurements, #hensure that the procurements are conducted in a fair
and transparent manner, the object of procurement brings value for money to th
agency and the procurement process is efficient and economical.

The department hired the services of multiple suppbersfovision of food/
food boxes to the TDPEDMA made the paymeneamounting toRs 39,612,9950
the vendors as following:

S- Vendor Name Date Voucher # Cheque | Payments
No. No. (Rs.)
1 | M/sSarhad Tent Services 5/1/2016 6798281 9,550,000
. : . 10/1114 6643463
2 | M/sBilal Builders& CargoServices 30/03/15 235DPsNWA-14 6798444 6,209000
3714 09-DPsNWA-14 | 5347214
3 | M/s Syed Khan & Co. 8/7/14 15DPsNWA-14 | 5347222| 23,753,995
15/8/14 | 129DPsNWA-14 | 6565842
Total 39,612,995

Audit observed that:

1 M/s Syed Khan & CoandM/s Bilal Builders& Cargowvereawarded the
work without prequalification tendering procesgate comparisorand
agreement

1 List of TDPsserved, times of meals serveldily indent form for ordering
the quantity of dod boxes / Deggem/ componentvise (the quantity of
each item) detail of food boxesd entry pass of transport vehicleweod
availablein the record.
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1 Neither he delivery challan was available in the recoa the claims
were verifiedby the relevah formation of Armed forceswhich renders
the claims unverifiable.

1 Moreover, the payments made in the month of Nover2bbt, and
March, 2015 to M/s BilaBuilders& Cargo Servicesandin the month of
January, 2016 to M/s Sarheeht Servicesmply that thedepartmenhad
ample time to complete codal formalities and obtain food boxes for TDPs
on competitive and economical basitsowever it resorted to direct
contracting.

The matter was pointed out to the management &Mag, 2017. In their
reply dated24-25August2017,the management stated ithnaghe wake of military
operationcooked food as well as refreshment boxes were served to those displace
people aembossing centers, as per SOP of the governrmibetFDMA had no other
way out except to search thienis onheadhunting basis for emergency services.
Proper work orders showing the terms and conditions of agreement were issued t
them All these contractors worked under supervision of army and paywssmade
on verification of the claims by their officers/officials deployed on duty on
registration/embossing centers.

The reply of the management is not cogent as it is not supported by the
documents and does not address the observations raised.

The PAO wasequested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2ahd 26.12.2017.

Audit recommends that the matter may be investigated and responsibility be
fixed on person(s) responsible under intimation to audit.
(Para No.13, FDMA, Peshawar)

1.3.3.12 Violation of PPRA rulesin procurement of tents and school items
-Rs 143.22Million

Rule 4 of PPRA Rule2004 provides tha®rocuring agencies, while engaging
in procurements, shall ensure that the procurements are conducted in a fair ar
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transparent manner, the object of procurement brings value for money to the agenc
and the pocurement process is efficient and economical.

TDP Support and Management Secretariat vide letter dated 28 Sep, 201-
indicated that due to exhaustion of stock)0P tents are required for the families of
TDPs camp.M/s Advance Business Componemias paid an amount of
Rs. 143,228,656 on account of family tents, school items/ tents and NFIs.

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it was observed that:

1 FDMA issued work order for supply df100familytents @Rs.14,800, 25
school tents @ Rs. 368,000and NHs M/s Advance Business
Components vide letter dated 15.09.2022.09.2014and 11.09.2014
respectivelyto be suplied in 24 hours, which was not among the-pre
qualified firms.

1 No record as to the specificationsNFIs/ school tentandassessmertf
NFIs/ school tents/ family tentas sample by procurement contiee was
found available.

1 Neither kb test reposnordelivery record was founit the record

1 The department was required to plan this procureruerety and stock
pile tents byfollowing PPRA Rules

The matter was pointed out to the management &tMag, 2017. In their
reply dated &t June2017, the management stated thafprocurementwas made
from ABC firm in emergency under rule 42 of PPRA rules of the Federal Govt. read
with rule 32, of NDMA Act 2010. The lab test was not obligatory. The procurement
was made as per sample provided by the firm. All the procurement was made unde
supervision bPak Army.

The reply of the department is not cogent as the procurement was made fron
an alien firm in the presence of pyaalified firms in all categories. The quality of the
items procured could not be ascertained in the absence of specificatiolab aest
reports. The record pertaining to the delivery of articles was also not provided for
verification.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
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meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be investigated and responsibility may
be fixed on person(s) at fault.

(Para No.14,FDMA, Peshawar)

1.3.3.13 Violation of PPRA Rules in procurement of generators from
Millat Tractors Limited in - Rs. 7.417 million

According to Rule 42 (c) (iipf PPRA Rules2004,a procuring agency shall
only engage in direct contracting if the following condigoexist, namelyonly one
manufacturer or supplier exists for the required procuremaotiided that the
procuring agencies shall specify the appropriate fora, which may authorize
procurement of proprietary object after due diligeriRale 10 further prades that
the specifications shall allow the widest possible competition and shall not favor any
single contractor or supplier nor put others at a disadvantage. Specifications shall b
generic and shall not include references to brand names, model nuodielsgue
numbers or similar classifications.

The department of FDMAnadepayments of Rs7,416,77&o Millat Tractors
Limited on account of procurement of heavy duty generai®yser following tabte

Nsd. Che#que Date Description Pa(erT;(.a)nts
1 |679845613.04.2014Purchase of 3 Nos Heavy Duty Generator 20KVA 2,707,46(
2 1679812(017.08.2014Purchase of 01 Heavy Duty Generator 100 KVA 2,458,331
3 (679816614.09.2014Purchase of 01 Generator for Returnee camp 60 KVA 1,940,034
4 (6798164 testing, tuning & unload of Generator for Returnee camy 81,21€
5 16798284 M/s Millat Tractor (foundation pad, earthing, laying of P 229,734

Total 7,416,778

Audit observed that:

1 The department awarded the work order withpra-qualification and
tendering process to Millat Tractors Limited.

1 HQ 11 Corp vide lettewritten in August 2015 requestdie DG FDMA
for provision of 50 KVA generator. The department only approached
Millat Tractors, who did not have the same generatod affered
guotaton of 60 KVA generator instead, which is unjustified.
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1 The department had ample time to complete procurement priocebe
procurements of 100 KVA and 20 KVA generators, but it preferred to go
for direct contracting instea@his tantamant toviolation of PPRA, Rules
and extension ofndue favoito M/s Millat Tractors.

1 No indent or demand fothree 20 KVA generators was found in the
record which renders the procurement unjustified

1 Copy of the delivery challan was not signed by the iveceof the
departmentwhich renders the date of delivery unverifiable

The matter was pointed out to the management on 23rd May, ROflveir
reply dated24-25August2017the management stated that ¥ Millat tractor is
one of thereputed firns in Pakistarand a whole sale distributoFhe generators were
purchased in light of requirements of TDP camp most economical ratess
compared tothenarket rates. Delivery challans having signature of the receiver are
available.

The reply of the depament is not cogent as the same is neither supported by
documents nor covered under the rules.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was anvened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be investigated as to why the
generators were procured from the same firm on different occasaows
responsibility be fixed on person(s) at fault under intimation to audit.

(Para No.15, FDMA, Peshawar)

1.3.3.14 Undue favor to supplier for purchase of tents at higher rates-
Rs. 60.680 million
As per Rule 10 (i) of GFR Vdl, every public officer isexpectedo exercise
the same vigilance in respect of expenditure incurred from public moneys as a perso
of ordinary prudence would exercise in respect of expenditure of his own money.

The management of FDMA purchased 4,100 tents-5(15Kg) from
M/s Advanced Bumess Components ®&s. 14,800 per unit during September 2014.
Audit observed that w of all pracurements of tents till Januarg017, the
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procurement made from BIAdvanced Business Components was on higher side as
detailed in he &able below:

S# Vendor Name Supply Order | Unit Cost (Rs) Qty. Cost(Rs.)

2206.2015 9,445 6,000
1 Usman Traders 2203.2016 10,390 2,000

08.09.2016 9,300 2,000

2409.2016 9,300 3,000 | 123590000
2 Suleman & Brothers| 23.09.2016 9,650 7,000 | 67550000
3 ABC 15.09.2014 14,800 1,600

2209.2014 14,800 2,500 | 60,680,000
4 Pearl Associates 02.01.2017 9,600 1,000 9,600,000

Audit is of the opiniorthat the purchase of tents having same specification at
such exorbitant rates need be investigated and extra amouimcurred may be
recovered under intimation to audit.

The matter was pointed out to the management &tMag, 2017. In their
reply dated 24-25August2017, the management statdtht the procurement was
required immediatel/s Advanced Business Componemss the only supplier
willing to supply the tentsThe FDMA had noother alternative except to make
purchases from ABC. Moreover, in 2014 the country was hinbgsivefloods and
the tents were not available in the markegitherunduefavorwasextendedo any
one nor any irregularity committed.

The reply of the management is not convincing on the plea of flood
emergency as the procurement was made on the basis of direct contracting from &
alien supplier in the presence of fapealified suppliersFurther, no record pertaining
to approaching the prgualified suppliers and their inability to provide tents was
produced.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 189.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be investigated to fix responsibility
against the persons responsilbbr extending undue favor, besides recovery of the
excess amount.

(Para No.21, FDMA, Peshawar)
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1.3.3.15 Irregular procurement of tents/ NFIs in violation of PPRA rules
- Rs. 41.640 million

Rule 12(1) of PPRA Rule2004, provides that all procurement opportuegi
over one hundred thousand rupees and up to the limit of two million rupees shall b
advertised on andpeint h&RMide snanwer dnd forma specified
by the PPRArulesfrom time to time Rule 8further provides that within one year of
commencement of these rules, all procuringhages shall devise a mechanigon all
proposed procurements with the object of realistically determining the requirements
of the procuring agency, within its available resources, delivery time or completion
date and benefits that are likely to accrue to the procuring agency in future.

The department of FDMA expended an amount of R%,640,140 on
procurement of family/ school tents/ NFIs. Audit observed that:

1 No justification as to procure on emergency basid daclaration of
emergency was found in the record.

1 The department was required toaintain stock of tents/ NFIs in
anticipation to the calamity/ disaster, which was not done.

1 The lab test report of tents was not obtained before the award of supply

order.
Date of Gross Amount

S# Suppliers Name ltems Qty. | Procurement (Rs.)
1 Zakria& Sons Sleeping Bed 1,200 22.03.2016 891,540
2 Capital Venture, Islamaba] School Tents 30 09.09.2016 9,600,000
3 Pearl Associates Hygien Kits 600 22.03.2016 3,858,600
4 M/S Usman Traders Tents 2,000 22.03.2016 20,780,000
5 M/s Suleman & Bro Tents 7000 23.09.2016 6,510,000

Total 41,640,140

Audit holds that:

1 The procurement was carried out in violation to the PPRA rules and was
also against the spirit of NDMAct, which requires the department to
anticipate the emergency needs and stockpile the emergency items.

1 No lab test of tents was carried out and award of supply order in the
absence of technical feasibility put the interest of the state at risk.

The matte was pointed out to the management ond2day, 2017. h their
reply dated 25 August2017, the management stated tkla@ procurement in
emergency by FDMA was covereasider emergencylause of PPRA rules i.e. (Rule
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42). The School tents were procured the directions of GHQnd funds were
released by SAFRON. In the limited resources, the FDMA cannot make procuremen
in advance. The procurement of tents from the firm was made in emergency unde
clause 42 of PPRA rules of the Federal Govt. read with32il@f NDMA Act 2010.

The lab test was not obligatory. Moreover, the FDMA has no warehols®pothe
stock.

The reply is not cogent as the department was required to fulfill the codal
formalities.

The PAO was requested to convene DAC meeting vider Isib. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that in ¢habsence of valid justification dully supported by
the record for the procurement in violation of PPRA rules, the matter may be
investigated and responsibility may be fixed.

(Para No.27, FDMA, Peshawar)

1.3.3.16 Procurement of HSD/ petrol onhigher prices-Rs. 7.083million

According Par&3 of GFR Voll, every government officer should realize
fully and clearly that he wilbe held personally responsible for any loss sustained by
Government through fraud or negligence on his part and that he will also be helc
persamally 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 contributec
to the loss § his own action or negligencés per Rule 10 (i) of GFR Vel every
public officer is expected to exercise the same vigilance in respect of expenditure
incurred from public moneys as a person of ordinary prudence would exercise ir
respect of expenditure of his own money.

During the Special Audit on the funds released to FDMA @peration
Zarb-e-Azb, it wasobserved that:

1 The petrol/ HSDwas procured for TDP camp at Baka Khel from different
filling stations/ contract@including the claims reimbursed tégency
CoordinatorKurram amounting to Rs. 6,704,288n priceshigher than the
market resulted into loss to state of Rs. 320,328etailed aAnnex-XVI.
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i The HSD/ petrol amounting to B§5,532wasprocured irregularly from
M/s Kurram Greenhaving no NOC from the governmeitthis also includes
the provision ofpetrol to PakArmy/ NADRA staff amounting to Rs. 378,480
for which no brealup/ detail is available in the recorfihe same renders it
irregular and unverifiable.

The matter was pointed out to the management@iMay, 2017. In their
reply dated 24-25 August2017, themanagement statethat he procurement of
Petrol/HSD for the vehicles of Army, NADRA and Camp generators was made
through contractor. The contracteras available to Army and other stakeholders
24hrsdaily. Therefore, this office had natherway except tqrocurefuel thorough
contractor.

The reply is not cogent and does not address all the observations raised.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be inquired in detail to fix the
responsibility on person(s) at fault.

(Para No.31,FDMA, Peshawar)

1.3.3.17 Flaw in agreement with cellular companies leading to deduction of
unauthorized commission- Rs. 0.112 million

According Par&3 of GFR Voll, every Government officer should realize
fully and clearly that he wilbe held personally responsible for any loss sustained by
Government through fraud or negligence on his part and that he will also be helc
personally responsible for any loss arising from fraud or negligence on the part of an
other Government officer to thextent to which it may be shown that he contributed
to the loss by his own action or negligence.As per Rule 10 (i) of GFR, \éokry
public officer is expected to exercise the same vigilance in respect of expenditure
incurred from public moneys as a pansof ordinary prudence would exercise in
respect of expenditure of his own money.

FDMA engaged four cellular companige provide the compensation
announced by the government of Pakistamasobserved that
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1 In all tranches thergvere numerous instanceshere a huge sum of amount
remained undisbursed/ uncollected by the TB& virtual accounts

1 It wasdecided as matter of policythattheseamountshad tobe reverted to
the account of FDMA. The cellular companies collected the commission@
1% and 1.2% respectivly totaling to Rs112,050 and refunded the residual
amount of Rs. 11,092,950 to the FDMA as detailefirnatex-X V1.

1 The commission would be charged a fresh on these cases, wipythents
would be disbursed again to the TD#er resolvinghetechnical problems.

Audit holds that this practided to double commissiofor the same payment
which thecellular companiews/ierenot authorized taollect as per MoU.

The matter was pointed out to the management on 23rd May, 2017. In their
reply daed 24-25 August 2017, the management statbdt thecommission, by the
company is charged only on complete transaction. The amount not transferred to TD
accounts is not subjected to commission. Therefore, commission is charged onl
once.

The reply isnot cogent as it does not correlate with the information shared by
cellular companies. The commission is charged on the undisbursed amount and the
is a likelihood that the same will be charged again upon actual disbursement.

The PAO was requested to ceme DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be taken up with the cellular
companies and justification / remedial measure based on facts be presented to proce
further. Management should ensure payment of commission separately exclusively ¢
the time of actual disbbsement to the TDPs.

(Para No.34, FDMA, Peshawar)
1.3.3.18 Unauthorized commissioncharged by cellular companiesleading
to exploitation of TDPs

Section 3 (e) of NDMA Guidelines for minimum -gxatia assistance to the
persons affected by national and nmaade déasters provides that the objective of the
guidelines is to ensure uniformity as wa$l streamlining the system of payment to
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the dfectees in a smooth, efficient and transparent manner. Section 3 (r) further
provides that the police authorities at thghdast level as well as at the lowest level
will register the cases of fraud under relevant provisions of Pakistan Penal Code
Further,the agreemerdf FDMA with the TMFBL provides that the bank will charge
1% on each disbursement made at the retailgingps as well from the ATM
withdrawals

During the Special Audit on the funds released to FDMA for Operation

Zarb-e-Azb, it wasobservedduringthe scrutiny of IAC report 0 SAFRONDivision

that
1

M/s Telenor has been deducting commissioR®f500 insteadf Rs.250 per

TDP. The retailers informed the inspection teai"'SAFRON Divisionthat

M/s Telenor releasednly an amount of Rs24,500 for disbursement after
deduction of double commission &&.500.

The payments in casbf RCG @ Rs. 25,000instead of ATklgainst the
clauses of MoU also renders it doubtful as it increases the chances of
exploitation of the TDPs by the retailers.

The retailers of M/S Zong had been charging extra commission from the
TDPs on MCA provided to DPs @Rs. 12,000. A meeting held with the
representative of Zong, who verified that around 60 complaints were received
regarding 49 retailers in year 2015. The amount of those vasa®funded

to the TDPs

Audit holds that

The deduction of double comrsien is unauthorized and the same needs to be
calculated for all the cases of the period of irregularity andrecovered at the
earliest.

The payment of RCG @ Rs. 25,000 in cash instead of ATM, is unjustified.
The action taken against the retailers for finahexploitation by Zong and

the civil administration may be intimated.

The recovery is to be worked out on all the cases processed by the said 4
retailers during the period in which complaints were lodged

The matter was pointed out to the management on 23rd May, 2017. In their

reply dated6thJune 2017, the management stdbed theissue is under hot pursuance
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with Telenor company. The company is of the view that its retailers are charging theit
commissionfor giving payment to the beneficiaries in cash. Hig\el meeting at
Ministry level have been heldrurther, theextra amount charged by the retailer of
Zong from TDPsvasrecovered and credited gmvernmentccount. For the last one
year, this practiewasstopped forthwith.

The reply is not cogent, as the details of cases reported and the amour
recovered against them was not shown to audit.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/2D4-17/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be actively pursued and excess
commission cha@ed by M/s Telenor may be recovered as underlined in the
agreement. Further, the action taken against the Zong retailers involved in the
exploitation may also beformed The department also needs to have an insurance in
the form ofa security orabondor bothas collaterato penalize the cellular company
in the event of defaulmalpractices

(Para No.36, FDMA, Peshawar)

1.3.3.19 Exploitation of TDPs in violation of MoU by M/s Telenor and its
retailers

Section 3 (e) of NDMA Guidelines for minimum -gxatia asistance to the
persons affected by national and nmaade disasters provides that the objective of the
guidelines is to ensure uniformity as well as streantjrite system of payment to
the dfecteesin a smooth, efficient and transparent manner. Section 3 (r) further
provides that the police authoritias the highest level as well as at the lowest level
will register the cases of fraud under relevant provisions of Pakistan Penall@ede.
agreementbetween FDMA and M/s Telenor provides that TMFBL will provide
account opening kit to FDMA for beneficiaries and FDMA itself, open and maintain
FDMAs account, transfer funds from FDMA main account to BBA account and then
to beneficiaries, generate and sendfirmationtext message

M/s Telenor/ TMFBLwas tasked to provide services for disbursements of
RTG @ Rs. 10,000 per HOH. The amount to be disbursed after the deduction of
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agreed commission of 1% wRs. 9,900.Itwas observedduring the scrutiny of IAC
report of SAFRONDiIvision that
1 M/s Telenor has been compelling to purchase a mandatory handset
@ Rs. 1,700 and the residual amount of. R200 is paid in casilhe total
amount may be worked out and got refunded from the company.
1 M/s Telenor after the regt of funds from the FDMA for onward
disbursement to TDPs retains funds for months before their disbursements.
1 The amount of R250 or less in the cases where other charges are deductec
has been lying in the accounts of TDPs.
1 The undisbursed amount off@ and RCG @Rs. 10,000 andRs. 25,000 per
HOH is lying in the accounts of TDPs.
1 M/s Telenor alongwith other cellular companigsre asked to refund/ return
such amounts lying in the accounts of TDPs.M/s Telenor did not refund the
said amount.

The matter s pointed out to the management on 23rd May, 2017. In their
reply dated6thJune 2017, the management stated theill practices bythe retailers
werereported to theellular companiefor taking necessary action. The practice has
now been stoppedrurther, theundisbursed amounts with Telenor for more than six
months got refunded to FDMA account. The amounts lying in TDPs account as
undisbursed is under discussion with the companies and method is being searched c
how to refund this amount.

The replyis not cogent. Further, no record as to refund of undisbursed amount
was produced to audit.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was corened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the department should discontinue the agreement an
blacklist the cellular company, besides initiation of the ingto ascertain the actual
number of cell phones sold an recover amount from M/s Telenor. The
commission should be paid separately, after the disbursement has been made to t

TDPs
(Para No.37, FDMA, Peshawar)
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1.3.3.20 Removal of biometric check leading to payment of monthly
ex-gratia assistance to individuals other than leH
As per the policyMinistry of SAFRON letter No. 4(02) P/L/2014 dated
24.06.2014the compensationad to benade to the TDPs in the form of MCATR
and RCG @Rs. 12,000 per month@ Rs.10,000 and@ Rs.25,000 respectively to
the HOH.

During the discussion held with the representative of Zongagtlearnt that
the aforementioned paymentgere made to blood relatives of th€DPs who
themselves a only authorized to receive the paymeiithe cellular companies had
been asketby FDMA to remove the bimnetric checks while making the payments
Audit holds that:

1 The payments so made are unauthorized.

1 The removal of biemetric checks may lead to exphltion and doubtful
payments.

1 This is against the very spirit of the developed system of payment through
cellular companies and their partner banks.

1 The payments made to blood relatives of the authorized persons may lead t
exploitation of the TDPs.

The mater was pointed out to the management on 23rd May, 2017. In their
reply dated6th June2017, the management statbdtdouble paymenivasnotmade
in any of the case. As per approved SOP, the beneficiary whodeeeasedwere
abroad or otherwisgvere not in position to collect their dueSheir payment was
allowed to their alternate benefidiss declared by the dlitical Agents or Pakistan
Army. Those alternate beneficiaries collegtayments on their behalf in addition
totheir own payments.

The reply isnot cogent as the system was developed in the first place to
provide a better alternate against the manual payments. In the absencenefrhis,
audit sees no difference between the manual payments made at the commencement
Zarb-e Azab and the paymenmade through cellular companies withoutimietrics.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
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meeting was convened till finalization of this repalespite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that in the absence of valid justification, thermeiwics
may be resumed as was originally conceived and implemented.

(Para No.38, FDMA, Peshawar)

1.3.4 AssetManagement

1.3.4.1Damage to NFIs due to improper stockpiling outside the designated
places- Rs. 1.550 million
According Par&23 of GFR Voll, every government officer should realize
fully and clearly that he wilbe held personally responsible for any loss suasth by
Government through fraud or negligence on his part and that he will also be helc
personally responsible for any loss arising from fraud or negligence on the part of an
other government officer to the extent to which it may be shown that he coadrib
to the loss by his own action or negligence.

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, the audit team visited Bakka Khel Camp on 09.05.2017. During the visit
thefollowingwereobserved

1 Four rub halls were erexd for the stoclpiling of NFIs. However, only
two of them were used for the purpose of stpiting.

1 Two of the rubhalls were being used as gym and tennis court.

1 Around 1,000 iron bedamounting to Rs. 1,550,00@oven with nylon
bands) are lying in opeare prone to harsh weather

Audit holds that the use of rtimalls meant for stockiling of NFIs for TDPs
is unauthorized and unjustified.

The matter was pointed out to the management on 23rd May, (@170
reply was received.

The PAO was requested ¢convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017
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Audit recommends that the rditalls may immediately be evacuated and
stocked with NFIs. The same may also be verified from the audit upon their next

physical visit besides fixing responsibility for such negligence.
(Para No.20, FDMA, Peshawar

1.3.5 Monitoring and Evaluation

1.3.5.1Loss to Government due to nonimposition of late delivery charges

-Rs 4.256 million

Clause XII of supply order requires the pendtiybe imposedfrom overall
bill in favor of FDMA if the items supplied by the successful bidder are not delivered
in time. Clause Xll of supply order requires the supplier to supply the goods within
specified days and no extension in time will be granted.

FDMA expendedan amount of Rk41,724,600n procurement of goods and
senices as detailed iAnnex-XVI11.It wasobserved that:
1 The goods and services procured were delivered late.
1 The late delivery charges amounting ta4&55,624as required was not
recovered fron® suppliers.

The matter was pointed out to the managemer23ih May, 2017. In their
reply dated §tJune 2017, the management stated dlhdbhe procurement by FDMA
weremade within dudime. The procurement for TDP&as done on the direction$
PakistanArmy and gotdelayedfor want of clearance from Pakistan Army and ion
availability of godowns/ warehousédth FDMA.

The reply of the management is riehableas record pertaining to delivery
does not support the argument of the managemettia, the eply only pertains ta
single instance foprocurement oftents for the Khost families repatriated from
Afghanistan to TDP Camp at Baka Khel.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20247/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommendsthat the late delivery chargesbe recoveredunder

intimation to audit
(Para No.7, FDMA, Peshawar)
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1.3.5.2Undue favor to contractors by signing agreement without thepenalty
clause for late delivery
Clause XlI of supply order requires the pendtiyoe recovered from overall
bill in favor of FDMA if the items suplied by the successful evaluated bidder are not
delivered in time. Clause Xll of supply order requires the supplier to supply the goods
within specified days and no extension in time will be granted.

FDMA expended an amount of R8,631,000on procuremendf goods and
senices as detailed iAnnex-X1X. It wasobserved that:

1 the goods and services procured were delivered late.

1 The procurement is mostly made on emergent basis and no explicit clause
to penalize the supplier in the event of late delivery imasrted in the
contract.

1 The bid security @ 2% was to be withheld in cases where no percentage
was laid down for penalty.

The matter was pointed out to the managemer23ih May, 2017. In their
reply dated &tJune2017, the management stated that All the procurement by FDMA
was made within due periods. In some cases of procurement for TDPs, orders wer
placed in view of the directions of Pakistan Army but later on delayed because of
security clearanceissues bythe Army and for having no godown/warehouse with
FDMA.

The reply of the management is nobnvincing as record pertaining to
delivery does not support the argument of the management.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit observed some occasions where supply welwveated late, therefore
recommendghat procured goods were required to be delivered in time and non
inclusion of penal clauses tantamount to undue favor to the sugpiiersupplier be
penalized besides fixing of responsibility for such negligence.

(Para No.8, FDMA, Peshawar)
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1.3.5.3Unverifiable paymentsof goods and servicesRs. 34.215 million

As per Rule 10 (i) of GFR Vdl, every public officer isexpected to exercise
the same vigilance in respect of expenditure incurred from public moneys as a persc
of ordinary prudence would exercise in respect of expenditure of his own money.

An amount of Rs34,214,723vasexpended on procurement of tent services,
provision of food boxes, labor charges, procurement of fuel for generators anc
vehicles and procuremenf gas cylinders from M/s Kurram green as detailed
Annex-XX. Audit observed that:

1 The tent services were procurgidectly from the contractor in addition to
the other services without tenderiimgviolation of PPRA rules. No work
orderwasfound in the record. Thdack of purpose of the gathering and
number of individual$o be catered renders the claims unverifiable.

1 The food boxes were procured in violation of PPRA rules. No work order
number of individuals/ families servedhs available on record.

1 An amount of Rs 2,130,000was expended on procurement of gas
cylinders. The verification committee highlighted shortcomings in the
procured gas cylinders which includes supply of umwdeight cylinders of
3.8 kg instead of 5kg, 3kg of gas was filled iasteof 4kg in each
cylinder, 25 cylinders were damagédr which no penalty was imposed

1 The fuel for vehicles and generators was procured from M/s Kurram
Green. The fuel was procured on higher rates than the market rates. The
log-books of the generatdvehicles the license or NOC foht contractor
to supply fuel wer@ot found in the record.

1 The purposeand detailof labor chargesvasnot availablein the record.

1 The procurement of multiple services from the same contractor violates
the very spirit othe PPRA rules.

The matter was poted out to the management on"®fay, 2017. h their
reply dated 245 August2017, the management stated tiat Pak Army, DC Bannu
and FDMA on the advice of SAFRON Division has jointly decided to establish TDP
camp atBakka Khel FR Bannon war footing basisMultiple contractors were hired
for vaiious activities amongst the pgealified contractor of FDMA where PPRA
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ruleswerestrictly observed. Moreover, utmost care was taken whemegeurement
was made in emergeyonly.

The reply of the management is not cogent as the documentary evidence
which renders the claims verifiable are not provided.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends thdhe matter may be investigated to fix the responsibility
against the peos(s) responsible under intimation to audit.

(Para No.9, FDMA, Peshawar)

1.3.5.4Lossto governmentdue to purchase of tents at higher rateslisregarding
earlier purchasesRs. 3.050 million

Rule 4 of PPRA Rule004, provides thatProcuring agencies, while
engagig in procurements, shall ensure that the procurements are conducted in a fa
and transparent manner, the object of procurement brings value for money to th
agency and the procurement process is efficient and economical.

The management ofFDMA purchased B00 tents (4%0 kg) from
M/s Usman Traders @ R9,300 per tent for TDPs in September, 2016. The record
revealed that the same firm also supplied tents of same size and specificatio
@ Rs 9,445 inJuly, 2015 and @Rs. 10,390 per tent in March, 2016hus an amount
of Rs 3050000was paid in excess to the supplierdue to purchase of tents ar high
rates as detailed below:

Procurement | Item Rate Quantity Rate of Per unit Total
Date Procured and | of Procured | Procurement . Difference
e . . difference
Specification | Procurement (No) inSep,2016 (Rs.) (Rs.)
(Rs.) ' (Rs.) '
July, 2015 Tents 9,445 6,000 9,300 145 870,000
(4550 kg)
March, 2016 10,390 2,000 9,300 1,090 2,180,000
Total 3,050,000

Audit holds that the same may be recovered from the concsupgdier.
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The matter was pointed out toettmanagement on 23rd May, 20h7their
reply dated24-25August2017,the management stated that the purchaseenfsTby
FDMA was made on different occasion. On some occagsitie lower rates were
offered whereas oather occasiong was higler. Interestinglythe rates offered as a
result of open competitiowere high whereasatesin direct contracting were lower
and no loss to the statewas made.

The reply of the management is not cogent aslhect was to bring value for
money by making economical, efficient and transparent procurement, which was
absent.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.201Klo DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the amount pointed out may be recovered beside:
inquiring the matter to fix the responsitagainst the persons at fault under intimation
to audit.

(Para No.16, FDMA, Peshawar)

1.3.5.5Fraudulent procurement of sub-standard gas cylinders due to lack of
monitoring-Rs. 1.090 million

According Par3 of GFR Voll, every government officer should realize
fully and clearly that he wilbe held personally responsible for any loss sustained by
Government through fraud or negligence on his part and that he will also be helc
personally responsible for any loss arising from fraud or negligence on the part of an
other Government officer to the extent to which it may be shown that he contributed
to the loss B his own action or negligence.

Clause XVIII of NIT provides that in casé it comes to the knowledge of
FDMA thatthe firm has abandoned task due to anyaeatsshall stand disqualified
and backlisted for any future contracts. Further, the term and conditions of the suppl'
order require the supplier to supply the goods within 15 days. In casartteeis not
done the 2% bid security will be forfeited in faxaf FDMA and bill in hand will not
be paid Moreover the condition XVI of general conditions of NIT requréhat10%
defect liability will be recovered from overall bill in favor of FDMA and the
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concerned bidder will be blacklisted for future contraiftd)e items supplied by the
successful evaluated bidder are altered or are not in accordance with the specificatio

FDMA floated tender inviting notice on 05.05.2016 with closing date of
20.05.2016 for procurement of 5,000 Gas cylinders (5 kg net weigpty, leak
proof, certified for safety, ISO 9001 certified) required fg@0® TDP families in
Baka Khel Camp The procurement committee in its meeting dafdd09.2016
awarded contract tdM/s Altaf & Sons for provision 0f5,000 Gas cylinders
@Rs. 1,090 per unit on the basis of lowest bid, with matching specification.Audit
observed that:

1 A total number of 1,000 Gas cylinders were received drZZ316, which
were required to be delivered 22.09.2016

1 The quantity advertised was 5,000, whereastipplier was issued the supply
orders 0f2,000 gas cylinders. The suppl@nly provided 1,000 Gas cylinders
and refused to provide the rest of the order.

1 The supplier provided Gas cylinders of 4 kg instead cohtractual
specification of 5 kg, which wasccepted by the procurement committee. The
matter was latepointed outwhen the supply was made to FDMA. The
department only retained 20% of the payment of the supplier

1 The department released the payment and didhmmtse required amount of
penalty

1 The acceptancd kg gas cylinders of lower specificatiagainst the sample
accepted by the procurement commit@®amount to miprocurement.

1 The release of paymeand2% bid security is undue favor. Further, FDMA
was also required to recover 10% damafyes the supplier amounting to
Rs 109,000 (1,090,000 X 10%), which was not done.

The matter was pointed out to the management on 23rd May, ROflveir
reply dated24-25August2017,the management stated that at the time of supiply
was checked antbund thatthe capacityof gas cylindersvas 4kg instead of 5kg.
Since the Khost families had arrived in camp and were in dire need of gas cylinder fo
their domestic use in camp. Therefore, to avoid hardship to the TDPs, the item:
already supplied were stributed. However, as peecommendation of procurement
commi ttee 20% cut was I mposed on contr
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The reply of the department is not cogenttes release of paymeand 2%
bid security is undue favor. Further, FDMA was also negflito recover 10%
damages from the supplier amounting to K39,000 (1,090,000 X 10%), which was
not done.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be inquired and responsibility be fixed
on the contractor as well as on the perspaf fault under intimation to audit, besides
recovery of due amount from the supplier.

(Para No.17, FDMA, Peshawar)

1.3.5.6Unauthorized payment of manual cash grant to unverified families

-Rs. 57.144 million

According Par®3 of GFR Votl, every Government officer should realize
fully and clearly that he wilbe held personally responsible for any loss sustained by
Government through fraud or negligence on his part and that he will also be helc
personally responsible for any loss arisingrrfsaud or negligence on the part of any
other Government officer to the extent to which it may be shown that he contributec
to the loss B his own action or negligence.

The manual cash granti8.12,000 per housbkold was disbursedmongthe
total of 28,73 TDPs. Earlier, the payment system was based on token. Amongst
those recipients there were two brazdegories, one whose credentials were
matched with NADRA datdase and the others whose information was incomplete /
not matched with the record. Audibgerved that:

1 Out of the total TDP families 028,733paid manual cash gragMCA) in
Bannu and Lakki 23996 families were verified, whereas the rest of 37,
TDP families paid were not verified.

1 Payments of MCA were made to the same unverified families multiple times
by the DC Bannu and Lakki offices, which resulted into overpayment of
Rs. 57,144,000, asxmmarizedollowing:
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Region | Status Frequencyof payments | No. of cases | Amount (Rs.)
Bannu Not matched 1 4,491 53,892000
Bannu Not matched 2 20 480,000
Bannu Not matched 3 1 36,000
Bannu Not matched 4 1 48,000
Lakki Not matched 1 224 2,688000
Total 4,737 57,144,000

Audit holds that e payment to unverified cases ledth® unauthorized
expenditure of R§7,144,000

The matter was pointed out to the management on 23rd May, POting
discussionFDMA was of the view thatthe subject unmatched instance$Ddts
received payment by submitting fake tokens.

The reply of themanagement is not cogent as this does not absolve the
concerned staff for their negligence

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was corened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the recovery to be made against the cases highlighte
besides taking disciplinary action against the responsible.

(Para No.22, FDMA, Peshawar)

1.3.5.70verpayments of monthly cash assistance to verified families
- Rs. 29.136 million

According Pare23 of GFR Voll, every Government officer should realize
fully and clearly that he wilbe held personally responsible for ang$osustained by
Government through fraud or negligence on his part and that he will also be helc
personally responsible for any loss arising from fraud or negligence on the part of an
other Government officer to the extent to which it may be shown thebrtebuted
to the loss by his own action or negligence.

The manual cash granti8.12,000 per housbkold was disbursedmongthe
total of 28,733 TDPs. Earlier, the payment system was based on token. Amongs
those recipients there were two bramdegories, one whose credentials were
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matched with NADRA datéase and the others whose information was incomplete/
not matched wh the recordlt wasobserved that:

1 Out of the totalverified TDP families 0f23,996paid manual casgrantsin
Bannu and Lakki2,083 cases were paid for more than once to the same
recipient in the same month

1 Overpayments of Rs. 29,136,000 were madethey DC Bannu and Lakki
offices to 2,083 cases. Tekammaryis as following:

Region| Status Frequency of No of cases Amount Overpayment
payments (Rs.) (Rs.)
Bannu | Matched 2 1,818 | 43632000 21,816,000
Bannu | Matched 3 202 7,272,000 4,848000
Bannu | Matched 4 39 1,872,000 1,404,000
Bannu | Matched 5 12 720,000 576,000
Bannu | Matched 6 2 144,000 120,000
Bannu | Matched 7 1 84,000 72,000
Bannu | Matched 10 2 240000 216,000
Lakki Matched 2 7 168,000 84,000
Total 2,083| 54,132,000 29,136,000

Audit holds that e duplicity of paymentled to an excess paymeaot
Rs 29,136,000 in Bannu and LakRistricts.

The matter was pointed out to the management on 23rd May, 2017. In their
reply dated Tand &" June 2017the management stated tisatcethe commencement
of OperationZarb-e-Azb, the manual payment disbursement mechanism was adopted
on the basis of enlistmerKeeping in viewabrupt displacement d&rge number of
familiesd displ ac e merificaonsa foomuNADRAywas nate c €
adopted due to extreme emergency situation on ground. FDMA digitized all the date
later and sent to NADRA for verificatianFDMA started electronic transfer of
payment through Zong and recoveRsd 307572000 and Rs. 9,516000 from
DistrictsBannu and Lakki from such TDPs whichsvappreciated at various forums.

The reply of the management is not cogent as the no record pertaining tc
recovery from the concerned was produced to audit.

The PAO was requested to convene DAE€eting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
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meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that recovery record may be got verified for making
duplicate payments to the same recipient besides taking disciplinary action against tf
responsible(s) for making payment more than once.

(Para No.23, FDMA, Peshawar)

1.3.5.8Non-imposition of penalties on accountof partial deliveries of NFIs

- Rs.0.758 million

Clause Vof the contract agreemeptovides that the vendor shall provide an
undertaking to supply the items, preferablysteck or withinspecified timerom the
date of issue of supply order. Partial deliveries will not be acceptable. Further, the
condition XVI of geneal conditions of NIT require th&t0% defect liability will be
recovered from overall bill in favor of FDMA and the concerned bidder bell
blacklisted for future contracts, if the items supplied by the succhssfuhluated
bidder are altered or are not in accordance with the specification.

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it was observethat numerous suppliers have been awarded the work for
the supply of NFIs, who made partial deliveries and failed to supply complete
guantity as detailed below:

Quantity
Quantity short Cost
S #| Vendor Name ltems Qty. | delivered | supplied (Rs).
1 Altaf & Sons Jerry Ca_n & Iron Bed | 4,000 2,000 2,000
Gas Cylinder 2,000 1,000 1,000| 4,192,000
2 Zubair Steel Iron Beds 4,000 2,000 2,000 | 3,100,000
3 TEE es Pillows 4,000 2,000 2,000 234,000
4 Mughal Traders | Plastic Lota 4,000 2,000 2,000 50,000
Total 7,576,000

Audit holds thatneitherthe partial deliveries were to be accepted by the
departmentor the bid securities of the contractors were to be rele&sether,the
non-imposition of penalty/ defecidbility amounting to Rs. 757,608nd release of
complete paymerdfter partial deliveries isxtension olindue favor to supplier.

The matter was pointed out to the management od 23y. In their reply
dated24-25 August2017, the management stated that allgfecurementvas made
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within due time period. The repatriation of TDP families from Khost were delayed
due togovernmentpolicies Therefore, the contractors were directed to delay the
supply for a few days as the FDMA has no godown.

The reply is not cogenas neither any record pertaining to directives for
delayed delivery was producedm@naltywasimposed on the defaulter.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18®92017. No DAC
meeting was convened till finalization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends thatction may be taken against person(s) at fault besides
imposing the penalty undertimation to audit.

(Para No.28, FDMA, Peshawar)

1.3.5.9Unverifiable expenditure under t he h e aMiscellarfeousa ¢ ¢

Expenditureo- Rs 3 million

Rule 131 of FTR Vol provides that all bills or cheques in payment of claims
against theGovernment shall be presented at the treasury at an authorized office o
disbursement dully receipted and stamped when necessary. Rule 310 of FTR Vol
provides that the detailed bill shall be signed by the Head of the office and submittec
to the controihg officer, or if there be no controlling officer to the Accountant
General direct, with all sutouchers.

During the Special Audit on the funds released to FDMA for Operation
Zarb-e-Azb, it wasobserved that:

1 An amount of Rs100,000 per month is beirgl | ocat ed t o tF
office at Bannu on account of Miscellaneous expenditure, which comes to
Rs. 3,000,000 from 4tOctober, 2014 to March, 2017.
1 The purpose of allocating / releasing the amovagnot available
1 The expenditure is being incurrederely on the basis of certificat@thout
the supporting bills/ vouchers, rendering it unverifiable.
Audit holds that allocating of R4.00,000 to consultant office without any
cogent reason is irregular and in the absence of any record in support of the
expenditure is unverifiable.
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The matter was pointed out to the management on 23rd May, 2017. In their
reply dated 24-25August 2017, the management statdtht the Expenditure of
Rs 100,000 per month has been authorized videpdk§ to Governmenbf Pakistan
States and Frontier Regions Division Letter No. 12@/£)2013 dated 4th February
2015 Accordindy, due to confidential nature of expenditures, certificate is being
submitted orregularbasis to DG FDMA along with monthly expenditure stadat
However, the requirement has been noted and in future the same will be prepared ;
advised/directed by the audit team.

The reply is not cogent as in the absence of specific declaration/ notification
by the federal government for an expenditure to be ciedsithe expenditure in the
absence of any record is unverifiable.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till finalization dhis report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be inquired to fix the responsibility on
the person(s) responsible under intimation to audit.

(Para No.42, FDMA, Peshawar)

1.3.5.1@nverifiable expenditureu nder t h e h eRepair af Mackinerg o u n

andEquipmento- Rs0.803 million

Rule 131 of FTR Vol provides that all bills or cheques in payment of claims
against the Government shall be presented at the treasury at an authibiceedf o
disbursement dully receipted and stamped when necessary. Rule 310 of FTR Vol
provides that the detailed bill shall be signed by the Head of the office and submittec
to the controlling officer, or if there be no controlling officer to the Accannt
General direct, with all sutouchers.

An amount of R802,577wasexpended on account of repair of vehicles,
machineryand equipment as detailedfAtnex-XXI. During the Special Audit on the
funds released to FDMA for Operation Zad#\zb, it wasobseved that:

1 There was no tender calls he department was required to carry out
repairs from the vendor selected by following PPRA rules.
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1 The ype of machinery, nature of repair, serial number of machinery and
bills were not found in respect of bill &r. No. 1. In some of the cases
license numbers and bills were computer generated, rendering it
unverifiable.

1 An amount of Rs 23,850 was expended for repair of Fire Brigade
Vehicles which is unauthorized as the same was to be met out of budget
of DC office,Bannu.

1 Nojustification was provided regding nondeduction of income Tax and
GST from the supplier.

The matter was poted out to the management ontt@ay, 2017. In their
reply dated 24-25 August2017, the management statdtht he expenditure was
incurred on repair of vehicles used in the registration of TDPs. All the arrangements
were made by the DC Bannu at his own efforts. Bills were cleared after verification
by concerned Authorities

The reply of the management is not cdgesnthe observation wise reply dully
supported by documents was not produced.

The PAO was requested to convene DAC meeting vide letter No. 324/Special
Audit/Zarb-e-Azb/FDMA Peshawar/FY/20147/378381 dated 18.09.2017. No DAC
meeting was convened till falization of this report despite issuance of three
reminders dated 30.10.2017, 21.11.2017 and 26.12.2017.

Audit recommends that the matter may be inquired to fix the responsibility on
the person(s) responsible under intimation to audit.

(Para No.43, FDMA, Peshawar)
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Chapter2

FATASecretariat, Peshawar

2.1 Introduction of the Department

The Directorate oProject(DoP), housed in the FATA Secretariat, is working
to i mplement governmentoés priorities i
of Projects (DGP) under the supervision of the Additional Chief Secretary, FATA.

DoP, Planning and development department, FATA secretariat Peshawar
received an amount of R42,638.456 million forPermanentReconstruction in
FATA. The MoU was signed on 09.06.2016 between FASgkretariaand TDPs
SecretariatPeshawar to execute the Projects underRBemanentReconstruction
Program in South and North Waziristhmoughexecuting agencies in FATA

2.2 Comments on Budget & Accounts (Vaance Analysis)

The Federal Government released a sum of Rs. 12,638.46 million to DoP,
FATA Secretariat, Peshawar and Rs. 12,615.596 million were released to the
executing agencies through TDP, Secretariat Peshawar for reconstruction o
infrastructure.

(Rupees in million)

Further
S. No. | Period Releases releases/ Saving/surrender
Expenditure
1 201516 5,000.00 5,000.00 -
2 FY 201617 7,638.456 7,615.596 22.860
Total 12,638.46 12,615596 22.80

The above table summarizes the releases maa&Té Secretariat, Peshawar
and its further releases to executing agendibe trend of releases and expenditure
so far is upward.During the FY 205%-16all the funds received by FATA
SecretariatPeshawaiere further released to the executing agen®ésereasduring
FY 201617 Rs 7,615.596 million were further released out of the total funds
received and the remaining 22.86 million were surrendered to the federal governmen
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2.3 AUDIT PARAS
2.3.1 Monitoring and Evaluation

2.3.1.1Non-provision of adjustment accountRs.12,615.5%million

The revised procedure of Assignment Account providesthié drawing
authorities shall submit monthly account of expenditure with copies of paid vouchers
for 100% post audit.

Directorate of Projects, Planning and development department, FATA
secretariat Peshawar receivadd amount of R$2,638,456000 Out of these funds,
FATA secretariat transferrddnds to the tune of RK2,615,596,000to TDPs (M&R)
Secretariat Peshawar for permanent reconstruction, as detiéifetex-XXI1.

Audit observed that the department did not obtain the detailed accounts a:
were required vide DoP FATA Secretariat letters dated 2Z2006.and 27.02016.

Audit holds that nofobtaining of detailed account is a violation of revised
procedure of assignmeatcount and MoU.

The mattewaspointed out on 28 May, 2017 In their reply dated 4July
2017, the department stated thia¢ TDPSecretariabhas already been informed vide
their office letter dated 31.05.2017 to submit detail adjustment accousupport of
Rs 12,615.59800to this office for onwards submission to the quarters concerned.
The adjustment account of the said amount will be furnished as and when receive
from the TDPSecretariat

The DAC in its meeting dated 04.08.2017 decidedtti@aino further releases
should be made to the executing agencies without the provision of original/ paid
vouchers of the earlier release amount.

Audit recommendsthat the adjustment accounts may be obtained and
provided for verification in addition to theompliance of the DAC directives for
futurereleases.

(Para No.1, FATA Secretariat, Peshawar)
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OVERALL ASSESSMENT

The goods and servicegere procured by way of direct contracting most of the
casedn a few instances miscellaneous goods and services pvecured from the
same contractor. Further, the procurements were also made from the contractors wi
were not amongst the prequalified contractofee procurementso madeis a
violation of the PPRA Rule2004

The contract agreements in most of theesagere not signed with the supplier.
Further, he procurements where contract was siguid not include the uniform
conditions in the supply orders/ NIT of every contract.The delivery tiras not
explicity mentionedThe use of varying clauses with difént contractors and
different modes of procurements put the interest of the state at risk and tantamount 1
undue favor to contractorBurther, he penal clauses as to damages to the supplier in
case of late delivery, necompliance to the conditions tife contractvere either not
provided orexplicit. This tantamounts to undue favor to the contractor.

The necessary evaluation of the goods before award was not carried out in most of t
cases to ascertain as to whether the sampled geedsas per thespecification
advertised by the FDMA.The lab test reports are crucial to ascertain the quality of the
goods as per the specifications laid down. The-oimaining of such reports is also

an undue favor to contract and it resultsmaking the procurementrgcess futile
FDMA should keep the public interest in focus while engaging the contractors.

No record as to the receipt of supply order by the supplier was faoumdst of the
casedn the absence of receipt/ acknowledgment of the Iguppder from the
supplier, it wasnot possible to ascertain the actual date of delivery of goods
especially in case of direct contracting due to emergencies.

The overpayments were made during payment of manugrada cash assistance
provided to the TDPs. This includése multiple payments to the verified and non
verified TDP families for more than once. Further, the established internal control of
bio-metric check was removed while making payments to the TDPs. This may lead tc
the payments of egratia assistance todtpersons other than entitled TDPs.

Numerous instances of naleduction and less deduction of taees non-deduction
of late payment charges were observed. The department needs to develop an interr
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audit mechanism to strengthen the internal controlsnainimize the occurrence of
similar incidents in future.

Therehave also been incidents of exploitation of TDPs by the cellular companies
which includes double charging of commission, sale of cell phone®atond the
terms and conditions laid down inetMoU, whichled to the exploitation of TDPs
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Annexes

Mf DAC
Annex-|

S. #|PDP#

|

FY

|[Name of Entity

Subject

FDMA, Peshawar

1 |49 201617|FDMA, Peshawa Wegk contract management and fsafieguarding of
the interest of the state
DC Bannu
> lag 201617|FDMA, Peshawa Unver|f|ablle.expendlture on hired generators
Rs0.089 million
Unverifiable expenditure on construction of shingle
3 |45 201617 |FDMA, Peshawal road
-Rs.0.194 million
4 |46 201617 |FDMA, Peshawal Unverifiable POL chargedRs.0.728million
5 |47 201617|FDMA, Peshawa ILTJ]?Iisit(l;:]horlzed utility bills amounting feRs0.122
6 lag 201617|FDMA, Peshawa Il:rJ]rilljliL:)sr;uﬂed procurement of fixed asseRs0.594
7 |18 201617|FDMA, Peshawa Irregular award of.Ie.:fbver work in violation oPPRA|
rules-Rs. 2.225 million
8 |19 201617 |FDMA, Peshawal Improper maintenance of store/ godowns

Consultant SAFRON, Bannu

9

50

201617

FDMA, Peshawa

Unauthorized retention of closing balaneRs. 0.682
million

10

51

201617

FDMA, Peshawa

Nonpreparation of cash book and-tetonciled
opening and closing balances
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Annex-11
D.O. No. 04(02)P/L/2014 (Vol-VI)
States & Frontier Regions Division

Phone: 9202269 ' Government of Pakistan
9203032 : Islamabad

June 29, 2016

Secretary

Subject:- SPECIAL AUDIT FOR THE FUNDS RELEASED TO FDMA AND
FATA SECRETARIAT FOR OPERATION ZARB-E-AZB.

Déar feﬂduv W /

As you are aware that Operation Zarb-e-Az':b was launched in June,
2014. A total of 447,544 families were displaced from FATA out of which 285,400
families have gradually and successfully returmned to their area of origin. The
Agency wise breakup of the TDPs and assistance provided to them in various

areas is at Annex-I.
2. The process of cash assistance return cash, rehabilitation and

réconstruction is currently under way since 2014. The list containing funds
released to FATA Secretariat and FATA Disaster Management Authonty (FDMA)

is enclosed as Annex:ll.

Bl "It shall be greatly appreciated if you could kindly undertake a special
audit of the funds released to FDMA and FATA Secretariat for payment to the
TDPs.

With profound regards. :
Yours Sincerely,

’/\)1, J\,AM %:u

4 _\/L"’:"
bt s (MUHAMMAD SHEFZAD ARBAB) -
o A ga

Rana Asad Amin, o Y 15/%/4
Auditor General of Pakistan, J‘

Audit House, Constitution Avenue, D / D@(F{ i )
Islamabad. .
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Agency ?,‘:l?tﬁg ‘l;z:ﬁ‘:i Spontaneous Vf:-)i:;:d Reg}:::x_'ed/ B:?;:ze Pl::tgl:‘::s
(A) ®) Return (C) | Return | Non Verified (A-B- %
B+C) Return (0))
NWA 104,002 | 17103 19909 37012 - 5553 - 66990 36
SWA 71,124 | 13997 0 13997 13404 57127 %5
Khyber 91,689 | 81857 4646 86503 51912 5186 5
Orakzai | 35,823 | 5899 14371 20270 14289 15553 o
el 33,024 | 8307 7810 16117 12275 16907 a5
FR-Tank | 2,228 1852 o 1852 0 376 &
Bajaur 72,895 | 72895 0 72895 0 0 w6
Mohmand | 36,759 | 36759 0 36759 0 | 0
100
TOTAL | 47504 | 238669 | 4673 | 28sa0s | o433 | 16210 b

ASSISTANCE PROVIDED IN RETURNS:

Government is providing the below mentioned assistance immediately

after return:

1. Transport grant @10,000/ family by govt (electronic transfers via
SIMs)

Return Cash Grant @ 25,000/ family by govt (electronic transfers via
ATM)

Six months food security in the area of return by WFP

Targeted Assistance of Tents (on need basis) by UNHCR

Targeted Assistance o NFI Package (on need basis) by UNHCR
Targeted Assistance of Hygiene Kits (on need basis) by UNICEF
Targeted Assistance of Tool Kits (on need basis) by UNHCR

1

N mG

In this connection, FDMA is providing compensation to all the NADRA
verified FATA returnees who voluntarily signed their Voluntary Return
Form (VREF) to different agencies.

62




63



