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MITION ..o 378
Less deduction of income tax on supply of medicine by retailer
- RS.7.056 MIllION.......cciiiiiiiii e 379
Nonrrecovery of Tax from KICT..........coooviiiiiiiiiieecieeeen. 379
Less deduction of Income Tax from contracteiRs.1,866.12

0111 o 380
Hiring of tax consultant without open competitioRRs.30.579
MITION ..o 382
Loss due to investment by naonsidering higher rate
RS.164.550 MilliON......ccoiiiiiiiiiiiiiic s 382
Non-reconciliation of investments in ledger and annual accounts
- RS.48,704.00 MilliON......cceviiiieeiiiiiiiiiieeeiiieeeee e 384
Delay in encashment of TDR%Rs.23,107 million............ 385

Non-deposit of interest accrued on RIRs.10,047 million385
Non-recovery of rent from the Oil CompaniesRs.820.497

MION ... e 386
Non-imposition of Liquidated Damages and overpayment to
contractor Rs.1,798.998 Million.........ccovveeeeviiiiiiaee 387

Irregular allament of additional areas to KICT and Ron
recovery of chargesRs.1,235.658 million...................... 388

Non-recovery of HMS charges from PIGRs.797.569 million

Heavy expenditure on study to be completed by 16.05.2017 but
remains incomplete till dateRs.43.213 million................ 391

Loss due to fixation of less rate ofyadty - US$ 8.229 million
(Rs.1,234.35 MillioN).......coovieiiiiiiieeiieeeeeeee e, 392



255.32

25.5.33

25.5.34

25.5.35

25.5.36

25.5.37

25.5.38

25.5.39
25.5.40

25541

25.5.42

25.5.43

25544

25.5.45

25.5.46

Non-recovery/adjustment of rent from SAPT U$ 55.264

million (Rs.8,289.600 million)................cceoee e, 393
Nonrrecovery of rent from M/s Spathodia International
RS.55.537 MIlliON........uviiiiiiiieeiiiiieeee e 394
Nonrrecovery of rent from M/s Delta Innovations Rs.33.816
MITION o 395
Nonrecovery of rent from AMurtaza Limited and
encroachment of pletRs.17.784 million....................... 396
Undue favor by extension of lease analdtion of agreement
by M.E.C. DevelopersRs.8.385 million.......................... 397
Procurement of items and repair of ships without tendering
RsS.184.469 Million..........cccoiiiiiieiie e 398
Hiring of Private Laboratory without open tender Rs.21.356
0111 o U 399

Irregular procurement of medicineRs.107.161 million...399

Un-necessary expenditure on hiring of vehicles for pilots

RS.12.304 MIllION.......uviiiiiiiiiee e eieeee e 400
Violation of maximum utilization period of rented pilot boats
RS.29.491 MIlliON.......oiiiiiiiieieee e 401
Mis-procurement of 04 Quick Response Boatfs.13.959
MITION e 401
Wasteful expenditure on pair of nonoperational BHD Al
Dredger- Rs.1,281.185 million............ccccovniiiimnnennnns. 402
Loss due to supply of 300,000 liter POL to rogerational
Dredger BHD(Ali)- Rs.25.769 million...........ccccceevnnnnnn. 403
Unauthorized expenditure on repair of Ship TSHU ABUL from
KS&EW - Rs.724.013 MillioN.......ccovveiiiiiieeeeceeeiiiee e 403

Irregular expenditure on repair of CraftfRs.12.020 million



25.5.47

25.5.48

25.5.49

25.5.50
25.5.51

25.5.52

25.5.53

25.5.54
25.5.55
25.5.56
25.5.57

25.5.58

25.5.59
25.5.60

255.61

25.5.62

25.5.63

Less recovery of auction amount of VSP Sindhbad (Tug)
RS.4.200 MillioN........ooiiiiiiiiiiii e 406

Norrimplementation of nquiry recommendations regarding
irregularities in repair maintenance of Dry Dock at Manera
RS.197.318 MIlliON.....ccoiiiiiiiiiiiiice e 407

Over consumption of POL in Tugs 368361 liters........... 409
Over consumption of POL in Pilot boats 112248 Liter...409

Non-recovery of KPT charges from sales proceeds of auctioned

g0o0ds- RS.771.469 nHION ... 410
Non-recovery of storage charges of unclaimed 1400 lots
RsS.12,152 MIllION.....ieeeeiiieee s 410
Nonrecovery of dues from Gevnment departments and
agencies Rs.1,490.830 million.......cccccoeeeieeeiiiiiiicmeeeeeenn 411
Overstatement of incomeRs.1,405.875 million.............. 412

Overpaynent on account of pensiefks.1,131.138 milliod13
Variation in the expenditure of KPTRs.5,035.859 millio13

Non-approval of Schedw@ pertaining to property area of KPT
...................................................................................... 414

Negative impact on performance due to extensive litigation, loss
of financial and human resources on 980 court cases. 415

Unauthorized payment of 5th BonuRs.199.461 million. 415

Payment of discontinued allowance to the employees of KPT
RS.154.160 MIlliON.....ccciiiiiiiiiiiiiie e 416

Unauthorized payment of allowances/bonuses to Chairman
RS.8.282 MIlliON......eeiiiieeeiiiiiiiieeeeeee e 417

Unauthorized paysmt of utility charges of port hous®s.1.137
0111 1T o 418

Non-maintenance of separate GP Fund Accoutks.5,027
0111 1T o 419



25.5.64 Non /maintenance of separate Pension FunBs.4,979.552
MITION e 420
25.5.65 Nornrmaintenance of cash books and meconciliation of
deposits Rs.3,528.720 million................cooeee e, 420
25.5.66 Unauthorized provision of vehicles to the Federal Minister,
Ministry and Chairman KPTRs.3.635 million................. 421
Government Shipping Office, KanaiC...............cccoviiiiiiieeeieeeeei 422
25.5.67 Un-authorized opening of private bank accounts and retention of
balances Rs.222.379 MillionN.............covvvveiviiiiiiennnieennenn. 422
Pakistan Marine Acadey, Karachi...........ccccceeeviiiiiiiicccieiiieiiiceeeeeeeeee, 423
25.5.68 Non-deposit of receipts into treasuiRs.18.353 million...423
25.5.69 Irregular purchase of diet itera&ks.23297 million............ 424
25.5.70 Payment of water charges without supplRs.12.495 million
255.71 Non-recovery of rent and utility chges from National Bank of
Pakistan RS.17.986 million...........cccccceeeeiiiiiennnsiiiie, 425
255,72 Purchase of uniform & other clothing items without tender
RS.3.981 MIlliON.....ceeiiiiiiiiiiiiiii e 425
25.5.73 Non-adjustment of TA advanceRs.2.279 million............ 426
25.5.74 Unauthorized retention of 16 vehicleRs.4.469 million...427
25.5.75 Purchase of stationery without tendéts.2.168 million....427
(O A I = 2 TP 428
NARCOTICS CONTROL DIVISION.....cccuviiieiiieeee e, 428
26.1 INEFOAUCTION. ... e e 428
26.2 Comments on Budget & Accounts (Variance Analysis)......429
26.3 Classified Summary of Audit Observations......................... 430
26.4 Status of compliance with PAC DirecCtives............vvvvvvvvinnnns 430
26.5 AUDIT PARAS. ... ssceenriieee e snneene e nnnene s emmen e 431
26.5.1 Procurement without open CompetitioRs.7.104 million 431



26.5.2 Irregular purchase of arm and ammunitioRs.14.995 million
...................................................................................... 431
26.5.3 Un-authorized expenditure from welfare fund for repair of
building - Rs.3.500 MillioN..........cccceiiiiiiiiiiiiicmre e, 432
26.5.4 Unauthorized opening of bank accountd agtention of balance
- RS.23.035 MIllION....ccciiiiiiiiiiiiie e 432
26.5.5 Nonrauction of confiscated propertieRs.1049.35 millior433
(O o 1 e I S A 434
NATIONAL FOOD SECURITY AND RESEARCH DIVISION......434
27.1 INEFOAUCTION.....eiiiiiiiiiiieie e 434
27.2 Comments on Budget & Accounts (Variance Analysis)......436
27.3 Classified Summary of Audit Observatians........................ 437
27.4 Status of compliance WitPAC Directives.............ccccuvvveeereen A37
27.5 AUDIT PARAS. ...ttt 438
Pakistan Agriculture Research Council.............cccovviviiieeeien 438
27.5.1 Non-reduction of strength of regular employed®s.4,200.285
0111 o 438
27.5.2 Irregular retention of recoveries of allowancedRs.13.993
MITION ..o 439
27.5.3 Non-recovery of allowances paid over and above the approval
Rs.72.253 Million........cvvveveeeeeiiiiiiceeee e 439
2754 Receipt of foreign grants without approval of Federal
Govermment- Rs.119.063 MillioN...........ccoooviiviiiivieenee. 440
2755 Source of retained amount not disclosed to aufs.75.353
MITION ..o 441
27.5.6 Medical Allowancepaid over and above the approved rates
RS.205.156 MilliON.......cooiiiiiiiiiieeeeeee e 442
27.5.7 Enhancement of hiring rates without concurrence of Finance

Division- RS.407.571 MillioN.......cocevieeiiiieieeeee e, 442



27.5.8 Irregular payment of Mobile Phone AllowaneeRs.10.849
MITION e 443
2759 Investment of surplus funds without competitive bidding
RS.686.737 MIlliON........cceviiiiiiiiie e 443
27.5.10 Unauthorized creation and appointment of Whole Time Member
(Coordination and Monitoring).............ccccceeeeeeiiiimmreeeeens. 444
27511 Non-disclosure of bank acoots and irregular release of
retention of foreign/grant in aidRs.52.393 million.......... 444
27.5.12 Irregular maintenance of bank account and-adjustment of
releases Rs.21.189 million...........coovvevveieiiiiiiinnniiiieeenen 445
27.5.13 Less recovery of gas charges from residents of NARC colonies
-RS.11.862 MIllION.....uvviiieiiiniiiimcmr e 446
27.5.14 Non- deposit of utility chargesRs.10532 million............. 446
27.5.15 Non-deposit of auction money of vehicle and unserviceable
items into Government TreaswirRs.15.967 million.........447
27.5.16 Non-depositing of recoveries into Government Treasury
RS.6.371 MilliON.....ceiiiiiiiiiiiiiiiii e 447
27.5.17 Non-procurement of aqua feed processing uniRs.15.412
MITION o 448
CHAPTER 28, eenme e 449
NATIONAL HEALTH, SERVICES, REGULATIONS AND
COORDINATION DIVISION. ...ttt ieemreies e 449
28.1 INErOAUCTION. ... e 449
28.2 Comments on Budget & Accounts (Variance Analysis)......450
28.3 Classified Summary of Audit Observations......................... 451
28.4 Status of compliance with PAC DirecCtives.........cccvvvvvvvinnnns 452
28.5 AUDIT PARAS ...t eeemennnn . 4D3

Ministry of National Halth Services, Regulations and Coordination (NHSR&C)



28.5.1 Unauthorized payment of Health Allowance Rs.195.601
MITION .o 453
Pakistan Institute of Medical SCIENCES.........uuuuviiieiiiiicee e, 453
28.5.2 Non-production of record of procurement of machines for liver
transplant Rs.198.345 million............cccvvvveeiiiiiecceeennns A53
28.5.3 Purchase of Dual Detector Gamma Camera without obtaining
NOC from PNRA- Rs.29.300 million..............ccccevve..... 454
28.5.4 Non-implementation of recommendations of inquiry report
Rs.14.800 Million......ccoeeiiieiieeee i 4D5
28.5.5 Non-functioning of Central Sterilization Unit Rs.27.835
MITION ..o 456
28.5.6 Loss due to noinstallation of separate eleicity meters at
residential colony.................ccciiirreeeriiiccicccccennn.. 456
28.5.7 Issuance of medicines on fake chitS............cccccvvvvieeen.. 457
28.5.8 Irregular award of service/maintenancentact of MRI and
Angiography machine- Rs.95.074 & Rs.23.178 million
(TS =T 1)< | P 458
28.5.9 Double payment of Helium Gas Charges of MRI machine to M/s
Matora Digionics (Pvt.) Ltd Rs.17.544 rflion ................. 458
28.5.10 Unauthorized excess drawal of honorariumis.2.078 million
...................................................................................... 459
28.5.11 Fake import and installation of substand&rfdor Mounted 500
MA X-Ray Unit- Rs.6.444 million..........ccccccvvvvvvviiivienne.. 460
28.5.12 NonHulfillment of contractual obligations by M/s Sharif
Oxygen (Pvt.) Ltd R$.52.316 MillioN............cuuvvivinnnnnnnnnd 460
28.5.13 Non-deposit of 16% GST by M/s Belfort Security Services
(Pvt) Ltd RsS.7.014 million........ccoovvvviviiiiiiiiiieeee e, 461
28.5.14 Irregular execution of civil worksRs.141.600 million.....462
28.5.15 Non-recovery of outstanding rent of pharmacy shops

RS.32.600 MIllION....cceieeiee e AB2



28.5.16 Nonrrecovery of rent of premises occupied BY/S Raja

Brothers- RS.15.339 million............coevvveiiiiiiieenniiiiee, 463
28.5.17 Irregular expenditure through DD(Rs.21.977 million.....464
28.5.18 Irregular procurment under different heads of accounts
RS.97.941 MilliON......uuuiiiiiiiiime e 464
28.5.19 Irregular procurement of drugs and medicineRs.228.902
1111 o SRR 465
28.5.20 Non-production of record of utilization of stents, caths etc.
RS.110.314 Million........cooeeiiiiiiee e 465
28.5.21 Irregular hiring of post graduate residentRs.22.069 million
28.5.22 Irregular waiver of test feeRs.25.203 million................. 467
28.5.23 Irregular enhancement of fee and payment of 60% share to PIMS
employees Rs.44.58 millioN..........ccccoooiiiiiiiiiiiceeeeeeee, 467
28.5.24 Maintenance of 69 vehicles without authorization of Cabinet
Division - RS.42.900 MilliON...........uuueermmiimmeeeeeeeeeen 468
28.5.25 Non-delivety of vehicle by Toyota Islamabad Motors despite
getting advance paymenRs.3.903 million...................... 469
28.5.26 Irregular signing of MoU and Nerecovery of hospital charges
from NGO- Rs.20.493 million...........coovvvvvevvieeiiieeeneenenn, 469
28.5.27 Unaut horized di str tRs3.450 miionof r ec

Prime Ministerds Progr aigt.f.a.r..Prdventi on

28.5.28 Procurement of Hepatitis B & C kits without requirement
RS.9.903 MilliON......eiiiiiieiiiiiiiiiii e 470

Civil Surgeon Office, KaracChi...........ccoooeiieii oot eeee 471

28.5.29 Irregular distribution of Central Medical Board and vaccination
fees- Rs.2.276 million..............coo oo, 471

Federal Government General Hospitalamabad......................o oo 472



28.5.30 Irregular distribution/issuance of medicingRs.31.620 million

...................................................................................... 472
28.5.31 Irregular procurement of drugs andedicines- Rs.11.954
MITION ..o 472
28.5.32 Irregular expenditure on procurement of physical assets
RS.11.242 MillioN........vvvviiiieieiiiiiieeeeeiiiiiieeeee e 473
Khyber Insttute of Child Health and Children Hospital, Hayatabad, Peshawar
...................................................................................... 473
28.5.33 Irregular payment of escalation chargés.20.390 milliort73
28.5.34 Irregular award of ContraetRs.838.267 million.............. 474
Pharmacy Council of Pakistan, Islamabad..............cccoooviicccevviienieennenn. 475
28.5.35 Unauthorized oening of bank account and expenditure
Rs.39.708 MillioN......ccoeeiieeeeeeeiiees v 47D
28.5.36 Unauthorized imposition of fees by the CounciRs.172.597
0111 o 475
28.5.37 Irregular payment of rent on account of hiring of office building
- RS.6.750 MIllION......coiiiiiiiie e 476
Pakistan Medical & Dental Council, Islamabad.............cccooveviviecinriennn. AT7
28.5.38 Norproduction Of record............ooocuvviiiiiiieeeeeeee e 477
28.5.39 Non-recovery of balance amount of plbargain- Rs.41.84
0111 o o 478
Federal Government Polyclinic, Islamabad.....................oeeeeiiiiiiiiiinnnns 478
28.5.40 Irregular expenditure on civil worksRs.30.179 million....478
28.5.41 Missing Cadiac Monitors and Walkthrough Gates Rs.3.515
0111 o o 479
28.5.42 Non-recovery late delivery charges from suppliers of Medicines
- RS.1.600 MIllION....cciiiiiiiiiii e 479
CHAPTER 29....co e 481

NATIONAL HISTORY AND LITERARY HERITAGE DIVISION .481



29.1 INErOAUCTION. ... e 481
29.2 Comments on Budget & Accounts (Variance Analysis)......482
29.3 Classified Summary of Audit Observations......................... 483
29.4 Status of compliance with PAC DirecCtives.........cccvvvvvvvinnnes 483
29.5 AUDIT PARAS ...ttt snmenn e 484
Pakistan Academy of Letter, Islamabad.....................ceeiiiiiiiiiiiccns 484
295.1 Unauthorized expenditure on Civil WorkdRs.91.757 million
29.5.2 Non-completion of project Rs.89.747 million.................484
29.5.3 Irregular Transfer of funds from assignment account to private
bank accourt Rs.2.170 MillioN..............evvvvvviiiiiiinnnnneennn. 485
2954 Irregular appointment of 17 contra@mployees without
AAVEITISEMENL.....iii ittt 485
2955 Non-framing of Financial and Service Rules................. 486
29.5.6 Irregular retention of receipts andpenditure- Rs.5.147 million
Pakistan National Council of the Arts (PNCA), Islamabad.................... 487
29.5.7 Appointment of consultants withbadvertisement Rs.10.855
MITION o 487
[o] 0T LIAYox= To [T 0 o NV I o Vo] o Y 488
29.5.8 Irregular payment of medical allowancRs.14.694 milliod88
29.5.9 Establishment of IT wing without approvaRs.79.131 million
29.5.10 Irregular appointment of System AnalysRs.16.228million
29.5.11 Irregular upgradation of the posts..........ccccvvviiiviiieenn..n 490
29.5.12 Unaut horized payment of | ean

RS.2000 MUHION. et e aenes 490



29.5.13 Irregular transfer of supplementary grant into bank acceunt
RS.50.00 MIllION....euiiiiiiieeiiiiiiiii e 491
Urdu Science Board, LahQre.............ooooiiiiiii e 491
29.5.14 Loss due to printing of books without need assessment
RS.5.739 MIllION......ciiiiiiiiiiiiiiiiiieeee e 491
Nazriya Pakistan Council Trust (NPCT)........cvvvvvvvviviiiinnnneeeeeeeeeeen..... 492
29.5.15 Irregular transfer of fundsRs.4.000 million..................... 492
(O o I = S O 493
NATIONAL SCHOOL OF PUBLIC POLICY......ccccviiieeiiieeee e 493
30.1 1] 0o (1o 1 o] o N PR PPEPPPR 493
30.2 Comments on Budget & Accounts (Variance Analysis)......494
30.3 Classified Summary of Audit Observatians........................ 494
30.4 Status of compliance with PAC Directives...........cccvvvvvvevnen 494
30.5 AUDIT PARAS. ..ottt anne e 495
30.5.1 Unauthorized retention of Government receipt andnmeacovery
of outstanding dues of MCMC Tuition Fe®s.63.775 million
...................................................................................... 495
30.5.2 Unauthorized utilization of departmental receipts on utility
charges Rs.3.321 million.................ccieeeii, 496
30.5.3 Irregular expenditure on internet services from private firm
RS.3.740 MIllION.....eeiiiiieeeeiiiiiiiieeee e 496
3054 Unauthorized retention of public moneiRs.3.242 million497
(O o I S 1 T 499
NATIONAL VOCATIONAL AND TECHNICAL TRAINING CENTRE
31.1 {100 U ]o11T0] TS 499
31.2 Comments on Budge&: Accounts (Variance Analysis).......... 499
31.3 Classified Summary of Audit Observatians........................ 500
31.4 Status of compliance with PAC Directives.............ccccveee..n 500



31.5 AUDIT PARAS ... 501

31.5.1 Non-production of record Rs.6,196.500 million.............. 501
31.5.2 Irregular expenditure on account of HonorariumRs.26.306
MITION o 501
31.5.3 Irregular payment of NAVTTC Allowance Rs.6.972 million
...................................................................................... 502
CHAPTER 32, et eerme e e 503
PAKISTAN ATOMIC ENERGY COMMISSION (PAEC)............. 503
32.1 INErOAUCTION. ... 503
32.2 Comments on Budget & Accounts (Variance Analysis)......503
32.3 Classified Summary of Audit Observations......................... 504
32.4 Status of compliance with PAC DirecCtives.........cccvvvvvvvinnnns 505
32.5 AUDIT PARAS . ...ttt mnee e 505
3251 Un-authorized expenditure on payment of electricharges of
residential coloniesRs.21.948 million...............cccveeee.... 505
32.5.2 Irregular Grant of 75% & 40% Rebate on Income TR%.2.750
MITION e 506
CHAPTER 33 e errme e e eaes 508
PAKISTAN NUCLEAR REGULATORY AUTHORITY................. 508
33.1 INEFOAUCTION. ... ree e 508
33.2 Comments on Budget & Accounts (Variance Analysis)......508
33.3 Classified Summary of Audit Observations......................... 509
33.4 Status oftompliance with PAC Directives...........cccccvvvvvviiinns 510
33.5 AUDIT PARAS ...t 510
33.5.1 Il rregul ar purchase of chair man
competition- RS.77845 million...........cccceeviiiiiiiiieeniinnee. 510
33.5.2 Non-preparation of Rules and accounting procedure....511

33.5.3 Nonrachievement of targets/objectives by PNRA.......... 512



CHAPTER 34 ..o 513

PLANNING AND DEVELOPMENT DIVISION.........cccoovviiinieennn 513
34.1 11 oo 18 {ox (o] o SO 513
34.2 Comments on Budget & Accounts (Variance Analysis)......515
34.3 Classified Summary of Audit Observatians............ccccc.....es 516
34.4 Status of compliance with PAC Directives...........ccccevvveeee.n. 517
34.5 AUDIT PARAS. ...ttt a e 517
3451 Irregular transfe of funds from Assignment account to
commercial bank accounRs.28.671 million................... 517
34.5.2 Irregular/unauthorized expenditure on the establishment of Pak
China Study CentreRs.15.709 million............ccccccveeenn. 518
34.5.3 Posting of ineligible candidate as Executive Director on
(0 [=T o101 7= 11 [0 o H PSPPI 519
3454 Irregular expenditure on renovation work mdtructure -
RS.6.339 MIllION.....uiiiiiieeeiiiiiiiiieee e 519
34.5.5 Un-authorized grant of honorarium to PIDE stafRs.2.470
MITION ..o 520
CHAPTER 35. . et 522
PRESIDENT SECRETRIAT (PUBLIC).......cooveeiiiiiiccieeeeeiieees 522
35.1 1 1o To 18X (o] o 522
35.2 Comments on Budge&t Accounts (Variance Analysis).......... 522
35.3 Classified Summary of Audit Observatians........................ 523
35.4 Status of compliance with PAC Directives...........cccccevveeee..n. 523
35.5 AUDIT PARAS. ... 523
35.5.1 Irregular payment of late sitting despite entertainment expenses
-RS.6.457 MIllioN.......coooiiiiie e 523
35.5.2 Unauthorized payment of honorariuRs 90.552 million. 524
35.5.3 Irregular and unauthorized expenditure on 20 excess vehicles

RS.24.899 MIlIDN.........ovmiiiiiiiiiii e 525



3554 Appointment of Coordinators without advertisement and
selection committee and «&uthorized payment from contingent

grant- RS 7.200 MillioN..........oeevviiieiiiiiimeeneeeeeen 526
35.5.5 Non-adjustment of advanceRs.1.000 million.................. 527
35.5.6 I rregul ar payment of charity out
- RS 2.000 MIllION......ccoiiiiiiiiiiiiice e 527
35.5.7 Non-adjustment of advances of Urdu Bagh ProjeBis 33.868
0111 o SR 528
35.5.8 Irregular appointment of consultanRs 13.141 million.....529
35.5.9 Irregular retention of consultant after expiry of contract period
RS.42.347 MIllION.......cviiiiiiiiieee it 529
(O o I o 531
PRIVATIZATION DIVISION ... eeeemees e 531
36.1 INEFOAUCTION. ....eiiieieiee e 531
36.2 Comments on Budget & Accounts (Variance Analysis....... 531
36.3 Classified Summary of Audit Observations..............ccccc.uu... 532
36.4 Status of compliance with PAC Directives.............ccccccec.... 532
36.5 AUDIT PARAS . ...ttt mnee e 533
36.5.1 Irregular retention of sale proceeds realized through
privatization- Rs.3,751.538 million................ooee oo i eeee 533
36.5.2 Irregular opening of bank accounts and retention of heavy
balancedRs.206.334 Million...........ccvvveeviiiiiiiecce s 534
36.5.3 Irregular/unauthorized retention of shares and dividend
RS.127.142 HION ..o 535
36.5.4 Nonsubmission of Annual Certified Accounts to Federal
Government and preparation of annual Report............ 536
36.5.5 Irreguar retention of amount in a foreign currency account
US$ 2.008 million (Rs.329.318 million).............cccuveeennne 536
36.5.6 Irregular increase in salary of Consultants/Advisors over and

above the amount agreeddontract...............ccccvvvveeeienne. 537



CHAPTER 37, 539
RELIGIOUS AFFAIRS AND INTERFAITH HARMONY DIVISION

..................................................................................... 539
37.1 11 oo 18X 1o o P 539
37.2 Comments on Budget & Accounts (Variance Analysis)......540
37.3 Classified Summary of Audit Observat®.............ccccceeevennes 541
37.4 Status of compliance with PAC Directives...........cccccevveeeeen. 541
37.5 AUDIT PARAS. ...ttt a e 542
Ministry of Religious Affairs and Interfaith Harmony, Islamabad.......... 542
37.5.1 Non-adjustment of advancefks.23.320 million.............. 542
375.2 Non-production of record of HGOs, Seerat Conferences and
honorarium Rs.83.610 MillioN...............vvvvvviiiiimennennnnn. 542
37.5.3 Irregular collection & retention of Service Charges
Rs.1,621.809 MIllioN.......cooiiiiiiiiiiie e 543
3754 Unauthorized retention and utilization of penalty amount
realized from Hajj Group Operators (HGO$3s.12.190 million
...................................................................................... 544
3755 Non-adjusment of advances made for Hajj Activities
RsS.1,680.00 MIllION......uiieiiiiiiie et 544
37.5.6 Nonrecovery of fee chargeson retained amount of
Rs.77,169.821 million of unsuccessful applicants......... 545
37.5.7 Non-supply of vaccines and némposition of penalty on
supplier RS.5.130 MillioN........cccoooiiiiiiiiiiiiieeeiieeeeeeee 546
Evacuee Trust Property Board..................oooiiiieeeeiiiiiccccccee e 547
37.5.8 Nonrecovery of arrears from defaulters of ETPB Hyderabad
Region- Rs.50.384 Million............ccvvvveviiiiiiiieeenee e, 547
37.5.9 Incorrect assessment of rent and change in tenaRey.1.970

[0 01111 o T 547



37.5.10 Non-recovery of arrears on account of lease of agricultural land

-RS.2.266 MIllION.......ccooiiiiiiiii e 548
37.5.11 Nonrecovey of mesnepr of it from il |l egal cu
acres agriculture land.............coevvveviiiie 548
37.5.12 Loss to Government due to noecovery of renRs.6.976
MITION e 549
CHAPTER 38.. .o errme e 550
SCIENCE AND TECHNOLOGY DIVISION......cccooiviiiiiiiiiiee e, 550
38.1 INErOAUCTION. ... 550
38.2 Comments on Budget & Accounts (Variance Analysis)......552
38.3 Classified Summary of Audit Observations......................... 553
384 Status of compliance with PAC DirecCtives.........cccvvvvvvviinnns 553
38.5 AUDIT PARAS . ...ttt teeete e emmne s 554
National Institute of Electronics, Islamabad...............c.cccvimmmiiiiiinnnnn 554
38.5.1 Irregular appointment of officers on Contra€ts.41.00 million
...................................................................................... 554
38.5.2 Irregular payment of honorariunRs.1.819 million.......... 554
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PREFACE

Articles 169 and 17@) of the Constitution of Islamic Republic of
Pakistan 1973, read with Sections 8 and d.2 the Auditor Gener
(Functions, Powers and Terms and Conditions of Service) Ordinance, 2001
require the Auditor General of Pakistan to conduct audit of receipts and
expenditure from th&ederalConsolidated Fund and Public Account.

The report is baskon audit of receipts and expenditure offeeeral
Governmentfor the financial year 2@t19. The sectoralanalysis of Federal
Government is includeth the beginningo review financial management
fiscal indisciplineanddebtmanagemenDirectorate @neral Audit Federal
Governmernj, Islamabad conducted audit on test check basis with a view to
report significant findings to the stakeholders. The main body of the Audit
Report includes only the systemic issues and audit findingsrafus nature
Lesssignificant issues are listed in Annexdref the Reportas MFDAC,
which shall be pursued with the Principal Accounting Offcet the
DepartmentaAccountsCommitteelevel. In casesvhere thePAO does not
initiate appropriate action, the Audit obseraatwill be brought to the notice
of the Public Accounts Committee through

Audit findings indicate the need for adherence to the regularity
framework besides instituting and strengthening internal controls to avoid
recurrence bsimilar violations and irregularities.

Most of the observations included in this report have been finalized
after incorporating the management repbesn the light of discussions in
the DAC meetings

The Audit Report is submitted to the Presidenturspance of Article
171 of the Constitution of Islamic Republic of Pakista®73 for causing it
to be laid before Majli®-Shoora [Parliament].

Dated: (Jawaid hangin
Auditor General of Pakistan






EXECUTIVE SUMMARY

Directorae General Audit, Federal Governmentisield audit office otthe
Auditor General of Pakistat©®AGP). It facilitates the Auditor General of Pakistan to
fulfill his constitutional responsibility of conducting the audit of the Federal
Government. The mainrpducts of this office are Certification Audit Reportstioé
Federal Gewernment, Foreign Aided Projedtudit Reports, Performance Audit
Reports, Special Audit Reports and Compliance with Authority Audit Report. The
office is located in Islamabad with fosuboffices, one each at Lahore, Karachi,
Peshawar and Quetta. The office is headed by a Director General.

The Federal Government conducts its operations under the Rules of Business,
1973 and comprises 60 Principal Accounting Officers (PAOs) for diffédemistries,
Divisions and entities. The DGA (FG) conducts audit of the Federal Consolidated
Fund and Public Account of the Federal Governm@&iie sectoral analysis of
financialissuesand fiscal discipline is also carried out in chapter ornentlyze tle
financial management of the Federal Government by reviewing budget estimates
Appropriation Accounts and Financial StatementgHefinancial year 2018.9. The
DGA (FG) has human resource of 144 officers and staff3@tB00persordays. The
annual bdget allocated tahe Directorate General for thAudit Year 208-20
amounted tdrs247.00 million.

The report is finalized afteeviews of Internal and External Quality Control
Committee meetings.

Audit Objectives

The audit was conductedith the objedwe of ensuringParliamentary
oversight over the expenditure incurred by Federal Ministries and Divisions including
review of

i. The financial systemstransactionsand evaluation of compliance with
applicable statutes and regulations.

ii. The probity and propety of administrative decisions takeand to
highlight cases ofrregularexpenditure or waste of public money.

iii. The assessment, collection and allocation of reveimuascordance with
the law.



Scope of Audit

DG Audit (FG)conductcompliance audiof 2,723 formations of 60 different
PAOs of the Federal Governmentn Audit Year 201920 an expenditure of
Rs1,792.64billion wasin the audit scope of DG Audit (FG)

Audit coverage relatingp expenditure for the current Audite¥r comprises
325 formationsof 40 PAOs/Ministries having a total expenditure R6346.754
billion for the financial year 20189. In terms of percentage, the audit coverage
(ComplianceAudit) was 19.3%446 of the auditable expenditurdReceipt of Rs.4.44
billion of ICT falling under tle Audit jurisdiction of Federal Audit kdeen audited

This audit report also includes audit observations resulting from the audit of
expenditure of Rs.155.17 billion and receipt of Rs.4.23 billion for the financial year
201718 pertaining to 112 formaitns of 23 PAOSs.

In addition to this compliance audit report, D&& conducted 03
Certificationaudits 35 Foreign Aided ProjecHAP) audits,01 Performance audénd
02 Special audg. Reports of these audits are published separately.

Recoveries at the Iistance of Audit

As a result of audit, a recovery of Rg177.19 million was pointed out
However recoveryeffectedand duly verified by AuditvasRs.3,167.143million.

Audit Methodology

Audit was conducted in accordance with INTOSAI Auditing Standards as
incorporated in Financial Audit Manual (FAM), Guidelines for the Audit of Federal
Government Operations and tiernational Standaras Supremeiudit Institutions
(ISSAI).

The evidence was primarily gathered by applying procedures like inquiries
from the management, review of monitoring and progress reports and examination of
payment voucherdAudit evidence was also collected througAP/R3data of the
Accountant General Pakistan Revenues (AGPR).

Desk audit was carried out before initiating field attg which included
performing of adit tests and analytical procedures to evalugtrnal controls and
to assure thatgyments were validatday proper supporting documenggproval of
competent authoritgand ependiture was incurred in accordancehwthe approved
budget.



Comments on Internal Controls and Internal Audit Department

For most of the entities audited during 2620 it was roticed that thenternal
audit wnits were norexistent Instance®f internal control failures were alsmtedwhich
resulted inrregularities andossof Government moneysimilarly, the permanent feature
of internal audit reportwasfound missing in majority of the audit@eganizationsThe
same were pointed out to the management for remedial measures.

Impact of Audit:

i. As an impact of audit, the system of issuance of Supplementary @nts
streamlined. Finance Division is now issuing Supplementary Grants only in
exceptional cases and that too after the approval df@beral Government

ii. As a result of audit, HECsi standardizing House Requisition & Medical
Attendance Rules of all FeddsalChartered Universities which are at present
varying from university to university.

iii. Privatization Commission agreed and stopped payments of honorarium and other
nonadmissiblepayments from Privatization Fund Account.

iv. Board of Investment for the first time on pointing of audit printed their annual
report and got their annual accounts audited.

v. Federal Board of Intermediate and Secondary Education (FBISE), Islamabad
segregated theP Fund and Pension Fund from the Board Fund.

vi. As a result of audit FBISE was made to invest its surplus funds, which were kept
in the current accounkeading to an additional income of Rs.200.00 million per
annum.

Key audit findings

i. There vere56 case of misappropriation andnebezzlement of public money
and fictitious payments amounting®s12,56L.115million.

ii. There weré8 cases of recovery amountingRs 79,31.500 million?.

! para N06.5.9,9.5.23, 9.5.3, 10.5.24, 10.5.25, 10.5.29, 10.5.3, 10.5.30, 10.5.34, 10.5.41, 10.5.50, 11.5.1, 11.5.11, 11.5.28,
13.5.21, 17.8, 17.56, 19.5.10, 19.5.23, 19.5.5, 20.5.11, 21.5.35, 21.5.38, 21.5.39, 21.5.48, 22.5.11, 22.5.6, 22.5.9, 25.5.10,
25.5.4, 25.5.3, 25.5.44, 25.5.5, 25.5.54, 25.5.68, 26.5.5, 27.5.4, 27.5.17, 28.5.11, 28.5.17, 28.5.33, 28.5.6, 28.5.7, 29.5.12,
29.5.14, 29.5.6, 30.5.2, 30.5.4, 35.5.6, 37.5.9, 38.5.13, 38.5.18, 38.5.7,40.5.9, 41.5.7, 41.5.8,

2pPara No4.5.10, 4.5.11, 4.5.13, 9.5.1915.18, 10.5.15, 13.5.7, 13.5.8, 13.5.25, 13.5.26, 14.5.21, 15.5.5,18.5.1, 19.5.13,

19.5.16, 19.5.24, 20.5.9, 21.5.10, 21.5.20, 21.5.36, 21.5.37, 21.5.43, 21.5.45, 21.5.53, 21.5.56, 21.5.57, 21.5.82,264,.63,
21.5.9,225.10,22.5.12, 224, 25.5.11, 25.5.12, 25.5.13, 25.5.14, 25.5.16, 25.5.17, 25.5.18, 25.5.19, 25.5.20, 25.5.26, 25.5.27,
25.5.28, 25.5.29, 25.5.31, 25.5.32, 25.5.33, 25.5.34, 25.5.35, 25.5.47, 25.5.51, 25.5.52, 25.5.53, 25.5.6, 25.5.5.295.70, 2
25.5.8, 27.5.2, 28.3, 27.5.13, 27.5.14, 27.5.15, 27.5.16, 28.5.13, 28.5.15, 28.5.16, 28.5.22, 28.5.23, 28.5.26, 28.5.29, 28.5.36,



iii. There were 37 instances of nproduction of record amounting to
Rs17,99.940 million®,

iv. There were22 cases of weak internal controls amountingR®3,894.215
million®,

v. There wered5 cases pertaining to weak financial management amounting to
Rs152,208.923million>.

vi. Audit paras for the Audit Year 20120 involving proceduralviolations,
internal control weaknesses and irregularities which are not considered
significant for reporting to PACare included in Memorandum for
Departmental Accounts Committee (MFDAC Aatnexurel.

Recommendations

i. No expenditure should be incurred maut budgetary cover and authorization
by the Parliament.

ii. Supplementary Grants should not be issued without need assessrdent
approvalfrom the Parliament before close of financial year.

iii. Casesof seriousembezzlement of public money be sent to the itiyaton
agencies.

iv. RetainedGovernment receipts and unspent balameesl to beleposited into
the Government Treasuwherever applicable
v. Internal control system be strengthened to mitigate the risk.

vi. Internal audit and printing of its report should besaredalong with the
sharing of Financial Attest audit repontsi t h AGP6s audi't
required.

vii. All assetsshouldbe recorded in the stock register and physieafication be
carried out annually.

viii. All auditable record be producédl auditwhen deranded PAOs need to take
seriously the issues of ngmoduction of record as it hampers auditorial
functions of the Auditor General of Pakistan.
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CHAPTER 1
1. PUBLIC FINANCIAL MANAGEMENT ISSUES
1.1 Sectoral Analysis

The Directorate Generaludit Federal Governmerdnalyzed the financial
management of the Federal Government by reviewing budget estimates
Appropriation Accounts anérinancial Statements forthe financial year 201809.
Grants of allMinistriegDivision included in Audit Plapoverall financial healthrad
fiscal discipline vere reviewed in the light of Accounting Policy and Procedure
Manual, Financial Audit Manual, General Financial Rules, field audit of internal
controls of selected formations and relevant legislations like Fiscal Respayaituli
Delx Limitation Act 2005.

The analysis revealed certain deficiencies and shortcomings which were
shared with the management and all the stakeholders which include AGPR, CGA,
Ministry of Finance, State Bank of Pakistan and all the PAOs of the relevant
MinistriegDivisions and other entitigor corrective measures. It was observed that
during thefinancial year201819 the Federal Governmerttad serious financial
management issues which include;

i. Exorbitant hike in the expendituren debt servicing, as compardo the
preceding five financial years.

ii. Expenditurancurredwithout budgetary provisions that indicates poor budget
estimation and ignoring parliamentary oversight over the finances of the
federal government.

iii. Unnecessary allocation of supplementary gréedding to blockade of public
funds.

iv. Annual Budget estimates prepared in disregard to Medium Term Budgetary
Framework (MTBF)

As per Appropriation Accounts for tfi@ancial yea201819 there was a total
provision 0fRs26,150.14&villion for the Fedeal Grants but actual expenditure was
Rs48,038billion resulting in an excess expenditureRg21,887.851billion (84%
in-excess of the allocated buddet)Detail of charged and voted expenditure is as
under:

8 Financial Statements of Federal Government 204.8
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(Rupees in billion)

0,
Expenditure No. of Original Supplementary Surrender . Actual % age of
Final Grant . Excess /
Type Grants Grant Grant “) Expenditure )
Savings
Charged 12 23,537.551 21.184 -30.662 23,528.073| 45,457.887 93%
Voted: 141 2,640.402 328.393 -346.720 2,622.075 2,580.113 -2%
Current 96 1,492.688 215.428 -82.459 1,625.657 1,566.013
Development 45 1,147.714 112.965 -264.261 996.418 1,014.100
Grand Total 153 26,177.953 349.577 -377.382 26,150.148 48,038.000 84%

The excess expendituoé 84%,when compared with previous yéas1.77%
above allocationndicatesserious lapses in the preparation of budget estimates and
expenditure thereof. It entails that the fiscal management has further deteriorated.

In violation of Parar1 of General Financial Rules (Volume 1), which calls for
preparéion of Budget Estimates with utmost foresight to ensure good governance
through clearly defined expectations and assumptions for the given calendar of
activity, the government had prepared budget estimates on vague presumptions due
to which the actual exgnditure against the debt servicing exceegl@®@4%of the
allocated amountt is pertinent to mention that the trend of expenditure in excess of
budget estimates is on a constant rise for the last five yedihsa majorjump in
201819, as evidenfrom table below:

(Rupees in hillion)

vear Total _ Actugl Excc_ass / % (saving)
Appropriation Expenditure (Savings) | Excess
201415 12,470.92 12,420.21 -50.71 -0.41%
201516 12,939.22 13,071.72 132.51 1.02%
201617 16,367.03 17,844.05 1,477.02 9.02%
201718 27,480.98 30,714.14 3,233.16] 11.77%
201819 26,150.15 48,038.00 21,887.85| 83.70%

Overall appropriation figuresevealed that Federal Government granted
Supplementary Grants &s.349.577 billionwhereas at the same tirserrendeed
Rs.377.382 bhillionlt is reflective of gross mismanagement on the part of Federal
Government whereby excess allocations were approved for purposes which either
remained unfulfilled or the amounts were allocated in excess of requireméiox.
grants there was no expendit@gainst Supplementary Grants &s52.858 billion
(Annexure 1-A) andin 49 Grants, against the supplementary grarfRafl81.178
billion, the amount oRs.53.145 billion (29.33%) could not be utilizghnexure 1-

B). Similarly, in 19 Supplementary grants auming to Rs.108.747 billion the amount
of Rs.33.840 billion (31.11%yvas spent in excess of the Supplementary Grants
(Annexure 1-C)’. The detail is summed up in the Figtire

" Appropriation Account of the Federal Government 2098
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Un-neccessary | Aoriginal Budget Rs.1,403.332 Billion, SG Rs.52.858 billion
Supplementary | AActual Expenditure Rs.1,038.876 Billion

Grants(50 Asavings w.r.t Original Grant Rs.364.455 Billion resulting in Rs. 52.858
Grants) Billion of Un-necessary SG

Excessive AOriginal Budget Rs.290.587 Billion, SG Rs.181.178 billion
Supplementary AActual Expenditure Rs.418.620 Billion

Grants(49 AExcess w.r.t Original Grant Rs.128.033 Billion, instead of 181.178 billio
only Rs.128.033 should have been demanded but SG of Rs.181.178 w4

Grants) demanded resulting in excess demand of Rs.53.145 billion

Insufficient Aoriginal Budget Rs.487.384 Billion, SG Rs.108.747 Billion
Supplementary |AActual Expenditure Rs.629.970 Billion

Grants(19 AExcess w.r.t Original Grant Rs.142.586 billion resulting in Rs.33.840 billi
Grants) of insufficient SG

Figure-I: Variation of SGs from Actual Requirements.

Developmenand currenexpenditureas a percentage of total expendituse,
on continuous declinehowing reduced resource allocation on development and
current expenditurenegatively affecting thegrowth of the economy However,
expenditure onapayment of debs on continuosriseas evident from thEigure-11:

2.11% - 90.19%
s @

7.70% 3.11% 87.46%
sor7.1 “

9.43%  4.97% 80.21%

0,

1481% £ g0 h 3

19.75% 5.44% 74.34%
2014-15

20.21%

0.00% 20.00% 40.00% 60.00% 80.00% 100.00%  120.00%

Current B Development  ©Repayment of Debt

Figure-ll 7 Current, Development and Repayment of Debt expenditrue as % of Total Expenditure

Flow of expenditure: As perfinancial statements of the Federal Governemnt
for the financial year 20189, the total expnditureis Rs49,272.874illion.
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(Rs. in billion)

Economic Functions Expenditure % of thal
201819 Expenditure

General Public Service:
a. Repayment of Del 43,326.673 87.932%
b. Interest Paymen 2,099.758 4.261%
Total Debt Servicing (a + b 45,426.431 92.194%
c. Other than Debt 2,048.777 4.158%
01- Total General Public Service (a+ b + ¢) 47,475.208 96.352%
02 - Defense Affairs & Services 1,186.614 2.408%
03 - Public Order and Safety Affairs 174.822 0.355%
04 - Economic Affairs 265.981 0.540%
05 - Environment Protection 1.745 0.004%
06 - Housing and Community Amenities 2.600 0.005%
077 Health 23.347 0.047%
08 - Recreation, Culture and Religion 12.814 0.026%
09 - Education Affairs and Services 125.392 0.254%
10- Social Protection 4,351 0.009%
Total 49,272.874 100%

As evident from the table above a high percentage of this expenditure i.e.
96.352% is expended on General Public Service which includes 92.194%
(Rs45,426.431 billion) on repayment of principal debt and interest pagirfesderal
Government is spending meager percentage of 7.8388,846.443billion) on
running of its affairs.

5 yeartrend in Public debt: Over the past five years there has begnadual
increag in domesticfloating debtfrom Rs.8.78 trillion to Rs.388 trillions. The
Foreign debtlso gradualyincreased from R€.47trillion to Rs1.48 trillion during
last 05 yearsHowever domestic permanent debt jumped from 0.26 trillion to 8.58
trillion in 2018-19in one yearas reflected ifrigure-1ll.

| Rs. in Trillion |
[c)
© .
b~ 2015 - Receipts
E2016 - Receipts
B2017 - Receipts
° 112018 - Receipts
[¢0) .
2. 82019 - Receipts
RS B
® o @
28 I o 5 28 8 ¢
e I B S S o o
o~ i T O B ey ~ =a FF N/
Domestic Debt- Floating Domestic Debt- Foreign Debt
Permanent

Figure-IIl - Debt Receipts 201415 to 201819
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Federal Governmenswitched from domestic floating debt to domestic
permanent debt in 2018 by acquiing Rs.8.58 trillion mainly in shape of Pakistan
Investment Bonds worth Rs.8.24 trillion which is a positivedran it reduced the
share of floating debt in the total debt nax evident from thEigure-lll .

The debt servicing trend as indicted in thigurelV below shows that
Rs.41.07 trillion of domestic floating debt, Rs.1.28 trillion of Domestic Permanent
Debt and Rs.0.97 trillion of foreign debt was repaid in financial year-2@18

| Rs. in Trillion |

5 m2015 - Payments
o 02016 - Payments
Y <~ [E2017 - Payments
% m2018 - Payments
N 52019 - Payments
N
N
R o8 %
[ee] [c¢]
N 58N 9 R 23395
A § c o T o o S ©o o o ©
o RN v B B — | e e o=
Domestic Debt- Floating Domestic Debt- Foreign Debt
Permanent

Figure-IV - Debt Payments 201415 to 201819

Composition _of total Receipts: To meet its expenditures, Federal
Government mainly relied on borrowings in the pmhaof public dbt which
contributed5.67% Rs47,637.23illion) of total receiptsReceips of the public debt
are further divided into Domestiloating debt, Domestipermanent debt and
Foreign debtThe Governmemntaised Domestifloating debt to finance its operatis
which is 75.68% of the total receifs evident from thEigure-V:

Capital Receipts

Foreign Debt 94.82,0.19%

1,374.46 2.76%

Trading Activities,

o — 14.84,0.03%
i e
b N
Alnnps —13
I I I e B B B | e
nnnnnLn i Taxation, 1,737.21,
II:I:I:I:I:I:I:I:I:I:II 349%
IIIIIIIIIIIIIIIIIIIIIII
Domestic Debt R § =
Permanent8,580.42, “-l.n'u'.L.:.:.:
17.23% Y
o Non-Tax Revenue an|
. ‘:i Other Receipts
1 292.94,0.59%
\
\
: N /  Grants and Aid
Do_mesnc Debt \\ ] 15.81, 0.03%
Floating 37,682.35 L
75.68% ~sLr

Amount Rs. in Billion

Figure-V - Receipts of the Federal Governmenin FY 201819
9



The total Tax receiptsof Rs.4,056.279 billiorare reduced to Rs.1,737.21
billion after transfer of provincial share osR,319.068 billionunder NFC award.
Hence the tax receipts avaly 3.49%0of the ptal receiptof the Federal Government
as evident from the above pie chart

Composition_of tax receipts: In 201819 there was a nominajrowth in
Custom Duty and FederakEise Duty howeverjncome tax fell td(Rs536.32 billion
from 675.18 billionand sales tax fell t&ks.571.21 from Rs.639.39 billiowhen
compared with previous financial year 2018,

Major increaseas observed irothertaxes. This sudden increase wae do
inclusion of Petroleum Development Levy, Gas Infrastructure Development Cess and
Development Surcharge on Gas as Tax receipts which were part-tdxnogceipt
prior tofinancial years 20118. The same is reflected theFigure-VI:

o)
— o
0 ™
N o
N © oNmJ
I~ N 0 4 o N
JSms 238Y w2015
© © © Htgm 6
0 B HE 3
0 3 02016
I <
<
ITe)
N~ ®
<53 Y 82017
30 8 23
=R Q&
208 Y ©2018
0 H
3 42338
~N0 S0 o o N
IH SRR SR @2019
m © N
i i
] I|_| ; : m A :

RECEIPTS RECEIPTS RECEIPTS RECEIPTS RECEIPTS
Custom duty Federal excise Income tax Other taxes Sales tax
Taxation

Figure-VI - 5 year trend in Tax Receipts of the Federal Government

According to Economic survey of Pakistan amount of Rs.972.400 billion,
almost25% of the taxreceipts,wasincurred as tax expenditure whichasva lost
opportunity?®

Non-tax receipts: Federal Govemment is experiencing a decline in the
receipts on account of Defence Services, Development surcharge & royalities and
Dividend & Profit Share over the last five yeassevident fronfrigure VIl .

8 Financial Statements of Federal Governmétg19
9 Economic Survey of Pakistan 2018, Page307
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Rs. inBillion
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Figure-VII - Non-Tax Receipts of the Federal Governmenin FY 201819

Strenous efforts are required to increase the-tagnreceipts of the
Governmenas well as the tareceipts in order toeduce dependency alebt.

1.2Key issueshighlighted in Financial Attest Audit
1.2.1 Excess expendituréhan allocation - Rs.22.52 trillion
Risk Categorization: High

Article 84(b) of Constitution ofhe Islamic Republic of Pakistan,1973 states
that if in respect of any financial year it is found, that any money has been spent on
any service during a financial year in excess ofineunt granted for that service for
that year; the Federal Government shall have power to authorize expenditure from the
Federal Consolidated Fund, whether the expenditure is charged by the Constitution
upon that Fund or not, and shall cause to be laidreghe National Assembly a
Supplementary Budget Statement or, as the case may be, an Excess Budget Statement,
setting out the amount of that expenditure, and the provisions of Articles 80 to 83 shall
apply to those statements as they apply to the Annudd®& Statement.

Para 12 of @neralFinancialRulesVolumel st ates that fAa Contr ol
must see not only that the total expenditure is kept within the limits of the authorized
appropriation but also that the funds allotted to spending unitsxpen@ed in the
public interest and upon objects for which t
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During Certification Audit of Manuscripts of Appropriation Accounts and
Financial Statements of Federal Government for the yearP®1i8was noticed that
the MinistriesDivision incurred expendituras per following details:

(Rupeesin million)

Excess Expenditure
Head of Accounts Charaed Voted
9 Current Development| Grand Total

AO1-Employees Related 0.128|  14,549.738 312.674|  14,862.540
Expenses
A03-Operating Expenss 188.517 85,163.781 85,352.298
AO4-Employees
Retirement Benefits 6,681.587 6,681.587
AO05-Grants, Subsidies
and Write off Loans 9.928 513.876 523.804
AO6-Transfers 6.346 6.346
AOQ7-Interest Payment 479,518.279 479,518.279
A08-Loans andAdvances 106,660.645 106,660.645
A09-Physical Assets 7.400 17,105.066 17,112.466
Al0-Principal 21,451,504.58¢ 21,451,504.58¢
Repayments of Loans
A12-Civil Works 8.450 8.450
AlL3-Repairs and 12.615 12.615
Maintenance

Total 1,931,022.95 21,456.132] 209,764.492 22,162,243.619

Audit observed that

i. The expenditure of Rs.22.162 trillion was incurred in excess of Final
Grants without any Supplementary Grants.

ii. AGPR and State Bank of Pakistan were aathorizedto allow
expenditure over andbove the Final Grants in the absence of
Supplementary Grants.

iii. Expenditure in Heads -Q10-Principal Repayments of Loamasid A-
07-Interest Payment imcreasing.

Implication:

Incurring of expenditure in excess of Final Grantdlectsirregulaity which
is against the provision of CGA Ordinance and Provision of the Constitution.

Management Response:

Finance Division replied that the supplementary grants in respect of Principal
Repayment of Loans and Interest Paymemie been recommended by E@nd
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ratified by Cabinet fordying before National Assembfgr approvako regularize the
amounts

Audit Comments:

There is clear violation of GERatter has been placéeéforethe Parliament
five months aftetheclose of financiayear Thereforeauditrecomnendsto ascertain
reasons for such delay and suggest remedial action to avoid such violation in future.

1.2.2 Lapse of funds Rs.195.578 billion

Risk Categorization: High

Para 95 of GFR Vel states that all anticipated savings should be surrendered
to Governmat immediately they are foreseen but not later than 15th May of each year
in any case, unless they are required to meet excesses under some other unit or units
which are definitely foreseen at the time. However, savings accruing from funds
provided after Bth May shall be surrendered to Government immediately they are
foreseen but not later than 30th June of each year.

During Certification Audit of Manuscripts of Appropriation Accounts and
Financial Statements of Federal Government for the year291i8was noticed that
there were savings dRs195,578.486million under Current, Development and
Charged Budget dfifferent Ministries/Divisions

Audit observed thahe PAOs were required to surrender the savirygss"
May to avoid lapse of funds but itas not done. A summary is given below

(Rupees)
NSo.. ?L/J%eggtf (.;rr(;[:tls grzn?; Final Budget Eprgﬁléilure ﬁert:)()sir:jt)
1. | Current 107 13 | 658,139,224,455 581,206,887,054 76,932,337,401
2. | Development| 45 33 | 301,712,307,96( 184,231,711,165 117,480,596,795
3. | Charged 12 3 24,647,302,449 23,481,749,655 1,165,552,790
Total 984,498,834,85¢ 788,920,347,874 195,578,486,98¢

Audit is of the viewthat:

i. Non-surrendering of savings resulted in lapse of fuhtisther these
funds were ulized by the Ministries/Divisions themselves nor could
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theybe utilized by other Ministries/Division who required more funds
for their use.

ii. In 161 IDs,no expenditure was incurred resulting in 100% lapse of
Final Grantas perAnnexurel-D.

iii. This indicatedhat there existed no internal controls to watch the flow
of expenditure in most of the Ministries/Divisions.

Implication:

Fundswere neither utilized by thepending unitshemselves nor could be
allocated taother Ministries/Divisions requirg more fund.

Management Response:
Management Report was issued on 30.12.2019 but no reply was received.
Audit Comments:

Audit recommendsimely surrender of funds by T8May, allocation on the
basis of need assessment and proper internal cotti@isidlapse offunds.

1.2.3  Supplementary Grants not printedRs.164.288 Billion
Risk Categorization: High

Article 84 of Constitution of Islamic Republic of Pakistan,1973 states that the
Federal Government shall have power to authorize expenditure from the Federal
Consolidatd Fund, whether the expenditure is charged by the Constitution upon that
Fund or not, and shall cause to be laid before the National Assembly a Supplementary
Budget Statement or, as the case may be, an Excess Budget Statement, setting out the
amount of thaexpenditure, and the provisions of Articles 80 to 83 shall apply to those
statements as they apply to the Annuatiet Statement.

Para31 of Supreme Court of ZPBtatesthatnds J
the phrase Supplementary Budget Statement, kes it abundantly clear that the
Supplementary Budget Statement, in the normal course, is to be placed before the
National Assembly during the same Financial Year.

The Supplementary Grantseleasedby the Finance Division and the
Supplementary Grants pted in the Supplementary Schedule of Authed
expenditureduring financial year 201289 were as under:
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(Rupees)

Particulars Amount

1. | Total Supplementary Grants as per Manuscript of Appropriation 349,576,372,00(
Accounts for 201819
2. | Supplemetary Grants printed in Supplementary Schedule of 185,288,329,00(
Authorized Expenditure
3. | Supplementary Grantst printedin Supplementary Schedule of 164,288,372,00(
Authorized Expenditure

Audit observed that Supplementary Grants of Rs.164.288 rbilliere not
printed which was 47% of the total Supplementary Grants.

Implication:

Supplementary Grants of Rs.164.288 billion wenauthorizedresulting in
irregular payments.

Management Response:

Finance Division replied that the supplementary grantsspect of Principal
Repayment of Loans and Interest Paymemie been recommended by ECC and
ratified by Cabinet for laying before National Assembly for approval to regularize the
amounts.

Audit Comments:

Audit recommends that such practice be discontiraretind printed grants
be got approved by National Assembly.

1.2.4 Expenditurenot charged to Capital AccountRs20,679.758nillion
Risk Categorization: High

Paral84 of General Financial Rules Volumel states that provision for
expenditure on all buildingscommunications and other works required by civil
departments, which Government has not specifically allotted to such departments,
should be included in the Grant for "Civil Works", to be administered and accounted
for by the Public Works Department. Nach work may be financed partly from funds
provided in a departmental budget and partly from the budget for civil works.

During Certification Audit of Manuscripts of Appropriation Accounts and
Financial Statements of Federal Government for the yearP®liBwas noticed that
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the expendituref Rs20,679,758,516vas charged to objetiead A12-Civil Works
under Current Grants and Development Grants

Audit observed that:

I.  The Ministry of Finance got approved funds from the Parliament under
objecthead A12-Civil Works in different Current and Development
Grants but the expenditure was charged to Revenue Account instead
of Capital Account.

ii. Placing of funds under object headl2-Civil Work in different grants
was violation of Capital Account and Revenue Aatou

In Budget Book Vollll (Development Expenditure Page 2709) for the year
201819, Grant No.14&apital Outlay on Civil Works under Ministry of Housing and
Works is included. This Grant is meant for charging Civil Works expenditure charged
on Capital Acount.

Implication:

The expenditure wasooked under irrelevant head of accourgsulting
overstatement of one and understatement of other account

Management Response:
Management Report was issued on 30.12.2019 but no reply was received.
Audit Comments:

Audit recommends that expenditure on Civil Works be charged to Capital
Expenditure as required under the rules.

1.2.5 Irregular drawalby DDOsin cash- Rs.7,149.809million
Risk Categorization: High

Rule-157 of FTR states that cheques drawn in favour of Govent Officers
and departments in settlement of government dues shall always be crossed "A/c payee
only not negotiable".

Para 4.3.1.1 of Accounting Policies and Procedures Manual (APPM) provides
that all payments apart the following and those met fromest@mccount will be paid
through cheque:
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1 Internalgovernment transfers
1 Certain salaries payments
1 Certain pension payments
1 GP Fund payments
During Certification Audit of Manuscripts of Appropriation Accounts and
Financial Statements of Federal Governmenttie year 20149, it was noticed that

management of different Ministries/Divisions and Departments dReif,149.809
million in the name of DDO for payment of caBletails areas under:

(Rupeesin million)

. DDO payment above

S. No. | Offices of AGPR Rsso,oogbgfore 2506.2019
1. Islamabad 536.745
2. Karachi 65.306
3. Lahore 279957
4, Peshawar 5,984982
5. Gilgit 26.165
6. Quetta 256.651
Total 7,149.806

Audit observed that amounts were drawn through BDKy the
Ministries/Divison/Department for making payments in cashiolation of rules

Implication:

Withdrawal of cash through DDG compromised the transparency of
expenditure

Management Response:
Management Report was issued on 30.12.2019 but no reply was received.
Audit Comments:

Audit recommendsot make payments through crossed cheques instead of
cash.

1.2.6 Delayed surrendering resulting in nowtilization of funds - Rs8,855.354
million

Risk Categorization: High
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Para95 of GFR Voll states that all anticipated savings shdwédsurrendered
to Government immediately they are foreseen but not later than 15th May of each year
in any case, unless they are required to meet excesses under some other unit or units
which are definitely foreseen at the time. However, savings accrong funds
provided after 15th May shall be surrendered to Government immediately they are
foreseen but not later than 30th June of each year.

During Certification Audit of Manuscripts of Appropriation Accounts and
Financial Statements of Federal Governnienthe year 20189, it was noticed that
the Parliament approved/allocated budget for Ministries/Division/Departments under
Current and Development Grants.

Audit observed that there were surrendeRe8,855.354million. The PAOs
were required to surreler these savings in time but it was done after theftutate
of 15" May. Instances noted by audit are as under:

(Rupeesin million)

S Demand Ministry/Division Date Amount

No No.

1 65 Ministry of Interior 28.06.2019 49720

2 121 Finance Division 21.05.2019 300,000

3 34 Controller General of 28.06.2019 93631

Pakistan

4 150 Ministry of Maritime 11.06.2019 7,562003

5 108 Cabinet Division 17.06.2019 100000

6 108 Cabinet Division 31.05.2019 750000
Total 8,855.354

Implication:

Fundswere neither utilized by the spending units themselves nor could be
allocated to other Ministries/Divisions requiring more funds.

Management Response:
Management Report was issued on 30.12.2019 but no reply was received.
Audit Comments:

Audit reommends timely surrender of funds by"Iay, allocation on the
basis of need assessment and proper internal controls to avoid lapse of funds.
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1.2.7 Un-reconciledexpenditureafter closing of accounts Rs8,829.669million
Risk Categorization: High

Para 89 (vi) of GFR Vol states that the head of the department and the
Accountant General, will be jointly responsible for the reconciliation of the figures
given in the Accounts maintained by the head of the department with those that appear
in the Accountant Geeral's books. Unless in any case there are special rules or orders
to the contrary, the reconciliation should be made monthly, the initial responsibility
resting with the Accountant General.

Audit observed that out of total expenditure of Federal Goveanhraa
expenditure oRs8,829.669illion remained ufreconciled during June iifal). The
details are as under:

(Rupeesin million)

S.No. | Offices of AGPR | Un-reconciled
1. Islamabad 388464
2. Karachi 1,806304
3. Lahore 1,553248
4. Peshawar 4,909307
5. Quetta 172346

Total 8,829.669

Implication:

In the absence of reconciliation of accounts awdgunable to ascertaitihat
the expenditure had been accepted by the management and had booked under the
relevant ObjectumFunctiond Classification

Management Response:
Management Report was issued on 30.12.2019 but no reply was received.
Audit Comments:

Audit recommends thdinancial management be improved through monthly
reconciliation besides probing the issue.

1.2.8 Unidentified differenceof cashbalance- Rs.775.537 million

Risk Categorization: High
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Para 4.5.1.3 of APPM provides that a regular bank reconciliation must be
performed.

Para 6.1.1.6 of APPM states that the Accountant General shall prepare a
consolidated monthly reconcitian statement for each government bank account.

During Certification Audit of Manuscripts of Appropriation Accounts and
Financial Statements of Federal Government for the year-P®1the management
providedfollowing reconciliation statement for the &ncial year 2014.9:

(Rupeesin million)

Description Amount
Balance as pdBook for theyearend201819 932,413186
Balance as pdBank for the yeaend201819 929,158479
Difference for theyear end 201819 3,254707
Identified/Adjusted 2,479169
Unidentified Cash 775537

Audit observed that there was anidentifiedcashamouning to Rs.775.537
million.

Implication:

Audit is of the view thatthe amount of Rs.775.537 million remains
unauthentidue to unidentified/unadjusted cash balances.

Managanent Response:
Management Report was issued on 30.12.2019 but no reply was received.
Audit Comments:
Audit recommends that unidentified cash balance be identified.
1.2.9 Expenditurewithout any budget/final grant Rs.533.133 million
Risk Categorization: High

Paral?2 of GFR Voll states that a controlling officer must see not only that
the total expenditure 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 upon
objects for which the money was provided.

20



Para 3.3.12.7 of APPM states that excesses (i.e. expenditure for which no
provision has been made in the current
incurred.

During Certification Audit of Manuscripts oAppropriation Accounts and
Financial Statements of Federal Government for the yearP®li8was noticed that
an expenditure of Rs.533.133million was incurogd7 IDs underl6 PAOs without
budgetary provisionfAnnex 1-E)

Audit observed that the expditure of Rs.533.133 million was incurred
without any Original Allocation, Supplementary Grants ofdperopriations

Implication:

The Public Exchequersustained extra burdeby expenditure without
allocation of funds

Management Response:
Management Repbwas issued on 30.12.2019 but no reply was received.
Audit Comments:

Audit recommendsmprovement of financial management by exercising due
care inbudgeting process.

1.2.10 Unjustified demand of Supplementary Grants creating undue pressure on
the National Exclequer- Rs171.859 million

Risk Categorization: High

Para 71 of GFR Vel states that in framing the budget estimates, the
estimating authorities should exercise the utmost foresight. All items of receipt and
expenditure that can be foreseen should beiged for and care should be taken in
consultation with the Accountant General, where necessary, to see that the provision
is included under proper heads.

During Certification Audit of Manuscripts of Appropriation Accounts and
Financial Statements of Fadé Government for the year 2018, an analysis was
carried outto check the cases of acquisition of Supplementary Grants despite
availability of savings within the Grants and natilization/lapse of Supplementary
Grants under different objebeads durig the financial year. A summary of
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comparison of Supplementary Grants wittrutilized budyet is given in the table
below:

(Rupeesin million)

Tvoe of Supplementar Budget not utilized

yp Nos. PP y (Surrender + %
Grant Grant .

savings)
Charged 7 21,183,877,00( 1,373983| 6.49
Current 71 109,069,063,00( 137,168119 | 125.76
Development| 22 60,819,681,00( 33,317091 | 54.78
Total | 100 | 191,072,621,00( 171,859.193 89.94

Audit observed that the Ministries/Divisions did not analyze the availability
of savings and surrendewithin their Grants prior to demanding Supplementary
Grants.

Implication:

Audit is of the view thafpropercontrols/checks in the Ministries/Division to
assess savings under different objeeads prior to demanding SupplemaryGrants
were not inplace

Management Response:
Management Report was issued on 30.12.2019 but no reply was received.
Audit Comments:

Audit recommends th&upplementary Grants be released after complete need
assessment

1.2.11 Adjustment of Foreign Loans withou any original allocation in
Development Grant No142 under HD021 of Pakistan Atomic Energy
Commission Rs82,782.24million

Risk Categorization: High

Article 84 of Constitution of Islamic Republic of Pakistan,1973 states that if
in respect of any finamal year it is found, (a) that the amount authorized to be
expended for a particular service for the current financial year is insufficient, or that
a need has arisen for expenditure upon some new service not included in the Annual
Budget Statement for thgear the Federal Government shall have power to authorize
expenditure from the Federal Consolidated Fund, whether the expenditure is charged
by the Constitution upon that Fund or not, and shall cause to be laid before the
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National Assembly a Supplementdudget Statement and the provisions of Articles
80 to 83 shall apply to those statements as they apply to the Annual Budget Statement.

Para 3.3.12.7 of APPM states that excesses (i.e. expenditure for which no
provision has been omngmaludgetnshould ret narmallyrbe n t
incurred.

During Certification Audit of Manuscripts of Appropriation Accounts and
Financial Statements of Federal Government for the yearP®1i8was noticed that
an expenditure odRs82,782.24million was booled/adjusted as Foreign Loan under
the Development Grant No.142 of under-0D21 of Pakistan Atomic Energy
Commission without authorization by the Federal Government in terms of Article 84
of Constitution of Pakistan.

Audit observed that the expenditure R§82,782.24 million was incurred
without any Original Allocation, Supplementary Grants ofdperopriations.

Implication:

Audit is of the view that the expenditure was unauthorized without the
approval ofFederal Government

Management Response:
Managemat Report was issued on 30.12.2019 but no reply was received.

Audit Comments:

Audit recommends thatmatter be probed for proper accounting by
coordinating with Pakistan Atomic Energy Commission
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CHAPTER 2
2. AVIATION DIVISION
2.1Introduction

As per Schedel Il [Rule 3(3)] Distribution of Businessmong the Divisions
read with Schedule Il [ruld(4)] Rulesof Business 1973 (As amended up t¢°23
April, 2019) following main business have been assigned to the Diasiamgst the
other functions

i.  Aircraft and air navigation; administration of the Civil Aviation
Ordinance, 1960

ii.  Regulation, organization and safety of air traffic and of aerodromes
and administration of Airports Security Force

iii.  Pakistan International Airlines Corporation

Iv.  Air Service @reements wh different countriesind other international
agencies concerned with aviation

v. Federal Meteorological Organizations and Meteorological
observationandWorld Meteorological Organizations

ATTACHED DEPARTMENTS / AUTONOMOUS BODIES

i.  Pakistan Meteorological &artment
ii.  Airports Security Force

Expenditure Revenue / Receipt

Sr. Description Total Audited Audited Audited
No. P No. (FY-201819) (FY 201819)
Rs. inmillion Rs. inmillion

1 | Formations 20 7 5,703.481
2 | Assignment Accounts - -
(Excluding FAP)
3 | Authorities / Autonomous
Bodies etc. under the PAC
4 | ForeignAided Project
(FAP)

2.2Comments on Budget & Accounts (Variance Analysis)

Final budget allocated to tieviation Divisionfor the financial year 20189
was Rs.11,042.886million, out of which theDivision expended an amount of

24



Rs10,159.550Mnillion. Grantwise detail of current and development expenditure is
as under:

(Rupees in million)

Type of Grant Original Sun[iglr(;me Surrende Final Actual Excess / (E):\:/?:;S/)

Grant No. Grant Grant r(-) Grant Expenditure | (Savings) % age
Current 5 97.000 56.321 -3.592 149.729 149.408 -0.321 (0.21%)
Current 6 6,275.000 518.616| -127.436 6,666.180 7,766.786| 1,100.606 16.51%
Current 7 1,235.000 215.597 -29.996 1,420.601 1,391.730 -28.871 (2.03%)
Current Total 7,607.000 790.534| -161.024 8,236.510 9,307.924| 1,071.413 13.01%
Development 109 | 4,677.487 0.007| 1,871.118 2,806.376 851.627| 1,954.749| (69.65%)
Grand Total 12,284.487|  790.541| 2,032.142| 11,042.886| 10,150.550| -883.336| (8.00%)

Audit noted that there was an ovesabingof Rs883.336million, which was
due tosavingsin theDevelopment Grant

According to Para 71 of General Financial Rules (Volume 1), while framing
budget estimates, the authorities dboexercise utmost foresight. Rules of good
governance demand that budget processes are carried out in accordance with clearly
defined expectations, assumptions and a coordinated calendar of activity. As shown
in the chart below, bifurcating total alloaati into current and development
expenditure it is observed that, in case of development expenditure, thé&e. gt
of savingsaw.r.t Original grant which was reduced@®.65%savingsw.r.t Final Grant
and in case of current expenditure 22.36%afessexpenditure reduced t013.01%
of savingsn expenditureas depicteth thegraph below:

Variance Analysis w.r.t Original & Final Grant

40.00% Current Tota)l Current Total
0
20.00% 13.01% 22.36%

0.00% [
(20.00%)

Development
(40.00%) (81.79%)

(60.00%)

(80.00%) Development
(100.00%) (69.65%)

mVs. Final Grant mVs. Original Grant
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2.3 Classified Summary of Audit Observations

Audit observationsamounting toRs153.122 million, were raised in this
report during the current audit oAviation Division. Summary of the audit

observations classified by nature is as under:
(Rupees in million)

S. No Classification Amount
1 Non-productionof record 30.767
Reported cases of fraudnbezzlement and m
misappropriation i
3 Irregularities
A HR/Employees related Irregularitie -
B Procurement related irregularitie 89.993
C | Management of account with commercial ba -
D Recovery -
E Internal Control -
4 Value for money and sendaelivery -
5 Others 32.362
2.4 Statusof compliance with PAC Directives
Total No. of
Audit No. of .O' ° . Non/Partial % of
Name ) Actionable | Compliance . .
Year Audit ) Compliance | Compliance
Points Issued
Paras
200001 18 18 12 6 67%
Aviation | 201516 1 1 0 1 0%
Division | 2017%18 1 1 0 1 0%
Total 20 20 12 8 60%

The Draft Audit Reporincludingfollowing Paras was issued to the PAO on

15.11.201%ollowed by reminders 12.12.2019, 07.01.2020 and 11.02.2020the
request to reply andlsoarrange the DAC meeting thscuss the Paras

2.5AUDIT PARAS

2.5.1

Rs30.767 million

Recordof non-operational Airports & other expenditure not produced

Section 14(2) of Auditor General's (Functions, Powers and Terms and
Conditions of Service) Ordinance, 2001 states that the offiegrange of any office
or department shall afford all facilities and provide record for audit inspection and
comply with requests for information in as complete a form as possible and with all
reasonable expedition.

Airport SecurityForce (ASF)did not provde the following recordb audit
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i. The ASF, Airguards Company, Karachincurred expenditure of
Rs.3,086,9520n purchaseof uniform, repair of residential building
honorariumand night duty allowanceduring financial year 20218, but
the bills /vouchers ahother relevant record was rmbvided

ii. The CSO South ASKarachi incurred expenditure &s27,680,496 on
POL, Repair of Machinery, Gas, water and electricity charges of different
airports (.e.Gwadar, Turbat, Panjgur Sukkur, Nawabshah, MoeDaro,

Sui, Hyderabad) during financial years 2612 to 201718, but did not
provideLog books Movement Registers of vehicles of Southern Airports
stockregisters and Repair and Maintenance registedsotherauditable
record

Furthermore, the record pertaigitoseven noroperationalAirports was also
not provided This included:

i. Name & Designation along with pay and allowances of staff deployed on
non-operational airports.

ii. Reasons/circumstances under which staff was deployed without work
arrangement may kexplained to audit.

iii. Copies of notification under which the airports have been declared non
functional and other auditable record.

Audit is of the view that noproductionof recordis aserious lapse on the part
of management

Neither management repliedmeasDAC convened till finalization of report.
Audit recommends inquiry to fix responsibility.
2.5.2 Irregular procurement of Tensa Barriers Rs.10.744 million

In terms of PPRARule-10 specification shall allow the widest possible
competition and shall notWaur any single contractor or supplier nor put others at a
disadvantage.

Headquarters Airport Security Force, Karachiited tenders on 30.10.2018
for purchase of 925 Tensa Barried® amountof Rs.10.744 milliorwas paid tdV/s
Micro Electronics Interational Pvt. Ltd dung the financial year 20189. As per
Technical Scrutiny Proformall &he four firms participated arfdlfilled the requisite

27



specifications. Three firms were

s peci fwithoattgivng angy details

The management procured 925 Tensa BarrieRs@1,46&0sting Rs.10.606
million along with92 spare belts @s.1,500costing Rs.138,000 from M/s Micro
Electronics International Pvt. Ltd.

Audit observed that:

I.  Despite providing 100% spemations, rejection othree firms was
unjustified.

ii.  Since inception of the ASF in 1976, Tensa Barriers were never
purchased by ASF rather these were provided by CAA.

iii.  The whole lot of 925 Tensa Batrrier is lying in the stock which indicated
that these baiers were purchased without requirement.

Neither management replied nor was DAC convened till finalization of report.
Audit recommends inquiry to fix responsibility.

2.5.3 Excess expenditure on procurement miscellaneous items Rs.38.878
million

Rule-8 of FPRA Rules 2004 states that within one year of commencement of
these rules, all procuring agencies shall devise a mechanism, for planning in detail for
all proposed procurements with the object of realistically determining the
requirements of the procurirggency, within its available resources, delivery time or
completion date and benefits that are likely to accrue to the procuring agency in future.

Airport Security Force (HQs) incurred expenditure of Rs.7312dlion on
purchase of following items:

(Rupeesin million)

rejecte

ltem Qty. Amount
T-Shirt (F/S Winter) 13,218 6.900
Socks Cotton 16,192 1.186
Oxford Shoes 3,450 8.960
Boot DMS 5,559 14.778
Camouflage Uniform 88,362 41442
Total 73.266

28




According to the New Item Statement (NIS) for thear 201819 and
information provided by the management, sanctioned strength of Uniform Personnel
of the ASF was 11,945 whereas the working strength was 10,061 personnel.

As per scale of Uniform items provided by the management, following is the
criteriaof distribution.

S Name of items Scale| Life
No

1. T-Shirt (F/S Winter) 1 1 year
2. Socks Cotton 2 1 year
3. Oxford Shoes 1 2 years
4, Boot DMS 1 2 years
5. Camouflage Uniform| 2 1 year

Note: 01 x Uniform prepares in 3 meters cloth as informeddgndgnagement.

Audit observed that all thebovementionedtems were purchased in excess.
Brief detail of excess purchase is given as under:

i. 7304 Oxford Shoes were purchased during last year-28which
were in excess of actual requirement but 3450 sbogting Rs.8.959
million have been purchased again in the year (8.8

ii. Boot DMS were issued in 20418, thereforethese were not required
in the year 20149 but the management purchased 5559 Boot costing
Rs.14.777 million and again issued in 2dBinviolation of their own
scale.

iii. 3,157 TFShirts were purchased in excess of actual requirement
resultingin excess expenditure of Rs.1.697 million

iv. 60,366 meteyCamouflage Cloth was required atr@tersper person
(for 2 Uniform per year), but the managemeuatchased 88,362 meter
cloth i.e. 27,996 meter costing Rs.13.130 million in excess of actual
requirement.

v. For 10,061persomd 20,122 socks were required but 16,192 pairs
were procured despite an inventory of 8,205 swdkich resulted in
excess expendita 0fRs313,144.
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Audit is of the opinion that excess procurement was made just to utilize the
available funds which was against the provision of financial propriety and in violation
of their own scale of Uniform items.

Neither management replied nor waA®convened till finalization of report.
Audit recommends inquiry to fix the responsibility.

2.5.4 Un-justified procurement of Computers Core i7 7th GeneratioRs.8.137
million

In terms ofRule 145 of GFR Volume1 purchases must be made in the most
economicamanner in accordance with the definite requirements of the public service.
Stores should not be purchased in small quantities. Periodical indents should be
prepared and as many articles as possible obtained by means of such indents. At the
same time, carshould be taken not to purchase stores much in advance of actual
requirements, if such purchase is likely to prove unprofitable to Government.

Headquarters Airport Security Force, Karachi incurred expenditure of
Rs.8,137,500 on purchase of 75 computess2G7 7th Generation with accessories
during the financial year 20189.

Audit observed that management had already procured 71 computers core i5
5th Generation at the rate of Rs.76,385 per computer costing Rs.6,263,840 during
previous financial year whicwere available in stock, 75 more compsatarere
purchasedavithout need assessmejust to avoid lapse of funds

Audit is of the view that aundue expenditure out of public moness
incurred as stock register did not show any distribution details efptlrchased
computers

Neither management replied nor waA&C convened till finalization of report.
Audit recommends inquiry to fix responsibility.

2.5.5 Expenditure on stitching of uniforms in violation of PPRA rules-
Rs13.401 million

Rule 12(1) of PPRA stas that procurementsver one hundred thousand
rupees and up to the Iimit of two milliol
website in the manner and format specified by regulationdttihority from time
to time. These procurement opportueg may also be advertised in print media, if
deemed neessary by the procuring agency.
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TheManagemenawarded the stitching contract of uniform itetoglifferent

firms and incurrecdinexpenditure oRs13,401,39%®n account of stitching of uniform
duringfinancial years 202312 to 201718. Details are as under:

2.5.6

product

(Rupeesin million)

S Formation Firm Amount

No.

1. | CSO South ASF Karach| M/s. AB Enterprises & 3.691

M/s DZ Enterprises
2. | ASF, Airguards 3.940
CompanyKarachi Nil

3. | ASF, Academy, Karachi| M/s. AB Enterprises & 5771

Total 13.401

Audit observedas under

i.  Expenditure was incurred in violation of PPRA rules without inviting

tenders

ii.  Workwas awarded térms not registered with Sindh Board of

Revenue.

iii.  Record ofreceipt and issue of cloth tbefirms was not properly

maintained.

Iv.  Stock register ofiniform items vas notproducedo audit

Neither management replied nor was DAC convened till finalization of report.

Audit recommends inquiry to fix responsibility.

Irregular purchase of Safe Passage SysterRs.14.945 million

As per Claus€ 3 of the agreement between Headquarters, ASF and M/s EMC
Pakistan Pvt. Ltd, Karachi store delivered should be new, unused and confirming to
p ur c h specdicatioss. The supplievill provide all OEM Certificates, Quality
Certificates and Inspection Documents to the purchaser confirming the quality of the

being

Markings/Monograms.

during the financial year 2018 from M/s. EMC Pakistan Pvt. Lt@nly onebidder

supplied.

Store(s)

mu st

Headquarters Airport Securityrorce, Karachi incurred expenditure of
Rs14.945 million on purchase of Safe Passage System (1 Server and 16 Clients)

participated in the bidding processulting innon-competitive rates
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It is pertinent to point out here that the HQs ASF was already in possession of
two similar Safe Passage System as detailed below:

S. Da}t(.a Of. No. of server and
receiving in )
No. clients
store
1. 16.06.2009 1 Server 4 clients
2. 04.06.D15 1 Server 12 clients

Audit observed as under:

i.  The contractor supplied Core i8 &eneration instead of Core i#'8
Generation as required under agreement.

ii.  Work completion report including satisfactory performance report was
not available.

iii.  Guarantee Wwarranty of theOEM not available.
Neither management replied nor was DAC convened till finalization of report.
Audit recommends inquiry to fix responsibility.
2.5.7 lrregular expenditure on purchase of furniture Rs.3.888 million

Rule 12 (2) of PPRA 2004 )Igrocurement opportunities over two million
rupees should be advertised on the Aut ho
or newspapers having wide circulation. The advertisement in the newspapers shall
principally appear in at least two natiddailies, one in English and the other in Urdu.

In cases where the procuring agency has its own website, it may also post all
advertisements concerning procurement on that website as well.

ASF Academy, Karachi purchased furniture during financial yeas-26Jand
201617 amounting td&Rs 3,888,645

Audit observed that:

i. Tender was not advertised and furniture was purchagéhout
sanction.

ii. NTN andGST registration certificagaverenot available.

32



iii. As per stock register 292 steel frame beds were already ilyitige
store on 06.07.2015. Despite that 570 beds were purchased during
audit period without requirement.

Neither management replied nor was DAC convened till finalization of report.
Audit recommends inquiry to fix responsibility.
2.5.8 Expenditure onvehicleswithout authorization- Rs:32.362 million

Serial No. (xv) of Cabinet Division Letter No. 6/7/2011CPC dated
12.12.2011 states that the Ministries/Divisions/Departments needing operational
vehicles shall get their authorization of such vehicles fixed ftbe Vehicle
Committeeof Cabinet Division

Airport Security Force, Karachwas maintaining76 vehicles andncurred
expenditure 0fRs32,361,994on account of POL, CNG and Repair of Transport.
Details are as under:

(Rupees)
NSo.. Formation Period Vg(r)ﬁc(l);s Amount
1. CSO South ASF 06 N/A
2. | ASF Academy, Karachi 201518 13 9,383,994
3. | ASF, HQ, Karachi 201819 57 22,978,000
Total 76 32,361,994

Audit observed thathese vehicles were maintained without authaopat
from Cabinet DivisionManagement provided authorization of 400 vehicles for ASF
as a whole, however, the above three organizations were using 76 vehicles without
authorization.

Audit is of the view that expenditure B632,361,994ncurred on POLCNG
andrepairwithout authorizations irregular

Neither management replied nor was DAC convened till finalization of report.

Audit recommends authorization of vehicles from Cabinet Divisoon
surrendef vehiclesto Cabinet Division.

2.5.9 Irr egular procurenentof Vehicles- Rs.98975million

Para 3(5) of Rules for the use of Staff Cars, 1980 states that no Division shall
purchase a staff car unless it has obtained no objection certificate from the Cabinet
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Division. In the case of, replacement of an exisstajf car, it shall first be verified
from the Cabinet Division that no surplus car is available.

Finance Division (Exp. Wing) vide letter U.O. No. 7(2) EXf2018-630
dated 12.6.2019 conveyed approval to purchase 33 vehicles subject to fulfilment of
all codal formalities.

ASF HQ, Karachi incurred expenditure R698,975,0000n purchase of 32
vehicles during thénancial year201819.

(Rupees in million)
Rate Per No. of

I\SI(.) Type of Vehicle Vehicle vehicles Amount
1. | Toyota Hiace 4,906,000 7 34.342
2. | Toyota Hiace (Ambulance)| 4,906,000 2 9.812
3. | Total Single Cabin 3,079,500 12 36.954
4. | Isuzu Coaster 6,900,000 1 6.900
5. | Shehzore Pickup 2,143,500 2 4.287
6. | Suzuki Pickup 796,000 4 3.184
7. | Suzuki Van Bolan 874,000 4 3.496
Total 32 98.975

Audit observedhat noauthorizationof vehicleswas obtained from Cabinet
Division and thevehicles in question were not received till the end of August 2019.

Neither management replied nor was DAC convened till finalizafioeport.

Audit recommendsgauthorization fromCabinet Division
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CHAPTER 3
3. BOARD OF INVESTMENT

3.1Introduction

Board of Investment was constituted vi@dedinance, 2001. Under section 3
of the Ordinance Board of Investment was constituted , which is pdebid¢he
Prime Ministerof the Islamic Republic of PakistaRederal Minister in Charge of
the Division, to which the business relating to Bwd is allocated, will be its Vice
President, the Board also has a Chairman and not less than seven and timamore
twenty-five ex officio members and neofficial members, provided that not less than
three norofficial members shall be appointed from private sector.

Main responsibilities oBol include promotion of investment in all sectors of
economy, facilitatia of local and foreign investors for speedy materialization of their
projects, enhancement of Pakistands internat
economic and social development.

Bol also assists companies and investors who are investing or totemvest
in Pakistan as well as facilitates the implementation and operation of their projects.
The wide range of services provided Byl also includes providing information on
the opportunities for investment and facilitating companies that are lofukigint
ventures.

Expenditure

Sr. Total Audited Revenue / Receipt

No. Description No. Audited (FY-201819) Audited _(FY_2_01819)
L Rs. inmillion
Rs. inmillion

1 Formations 5 1 820.031 435.880
2 Assignment Accounts - - -
(Excluding FAP)
3 Authorities / Autonomous
Bodies etc. under the PAC
4 ForeignAided Project
(FAP)

3.2Comments on Budget & Accounts (Variance Analysis)

Final budget allocated to the Board of Investment for the financial year 2018
19 was Rs.262.196iton out of which the Board utilized Rs.261.686 million. Audit
noted that there was a saving of Rs.0.509 million, which was 0.19% of total Final
Grant.Detail is given below
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0,
Type of Grant Original Supplementary Final Actual Excess/ % age
- ! Excess/
Grant No. Grant Grant Grant Expenditure | (Saving) .
(Saving)
Current 14 272.000 0.07 262.196 261.686 (.509) (0.19)

Variance analysis could not be performed due teerastence of supplementary
grant.

3.3 Classified Summary of Audit Observations

Audit observationsamounting to Rs746.611 million, were raised in this
report during the current audit &oard Of InvestmentSummary of the audit
observations classified by nature is as under:

(Rupees in million)

S. No Classification Amount
1 Non-productionof record -
5 Reported cases of fraud, embezzlement and i
Misappropriation

3 Irregularities
A HR/Employees related Irregularitie -
B Procurement related irregularitie 98.522
C | Management of account with commercial bai 435.880
D Recovery -
E Internal Contol -

4 Value for money and service delivery 212.209

5 Others -

3.4 Status of compliance with PAC Directives
There were no PAC directives

The Draft Audit Reportincludingfollowing Paras was issued to the PAO on
15.10.2019with the request to reply andsalarrange the DAC meeting to discuss the
Paras.

3.5AUDIT PARAS

3.5.1 Reconciliationof receiptsnot done since 2016Rs435.880million

Under system of Financial Control and Budgeting 2006 introduced by the
Government of Paktan Finance Division Vide OM No.-820) Exp.lll/2006 dated
13.09.2006 the Principal Accounting Officer is expected to ensure that adequate
machinery exists for due collection and bringing to account of all receipts of any kind
connected with the functions of the Ministry / Division(s) / Dépa&nts and
Subordinate Offices under his control.
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Board of InvestmentBol), Islamabad is receiving work visa fee, fee for
opening of Branch Officed,iaison Offices and their subffices in US$.During
financial years 20147 to 201819 theBol receiveda sum of R2144.413 million The
entire fees deposited with NBP, Main Branidhamabad is utilizety transferring it
to PLA account maintained with FTO, IslamabBetail is as under:

(Rupees)
Opening . . Closing
S. No. Year Collection Expenditure

Balance Balance
1 201617 9,104,101 167,486,709 120,293,200 56,297,610
2 201718 56,297,610, 118,084,962 111,744,049 62,638,523
3 201819 62,638,523 150,308,927 21,471,855 191,475,595
Total 435,880,598 253,509,104 310,411,728

Audit observed thats per rules reconciliation was to be carried out on
monthly basis but Bol n vi ol ati on of t he HMmadmetnce Divis
reconciled their receipts since 2016. This resulted in havitgeakup of the receipt
to ascertain the fee amount received on various accounts i.e. work visa fee, fee for
opening ofbranch officesliaison officesand their sutpffices etc.

Board of Investment, (@) informed that the two officers débeen tasked to
reconcik the samavith National Bank within (180) days.

DAC was held on13.11.2019but no reconciliation was produced for
verification to audit. DACdirected the management ¢complete the reconciliation
and get it verified from audit

No record fowverificationwas producedill finalization of this report
Audit recommendgmplemenation of DAC decision.
3.5.2 Poor performance of Bol reflected by drastic declinekidl inflows

As per Board of Investment Ordinance 2001 the objective of establishment of
the Board of InvestmenBfl) as an apex bodg to promote, encourage and facilitate
both local and foreign investment.

Section 1.6 of the Investment Policy 2013 states that the policy seeks to
remove obstacles and impediments for foreign and domestic investment while

institutingsupporting programs that can put Paki st
more level ground with its international competitors.
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Board of Investment providedetail of FDI

inflow and outflow for the last

five years.
(US $ in million)
S.No Years Inflow Outflow Net FDI % age
1 201415 2,797.0 1,809.1 978.9| (41.8)
2 201516 3,165.2 859.9 2,305.3| 1334
3 201617 3,451.0 704.2 3,471.2 19.1
4 201718 4,185.4 714.2 3,161.6 -
5 201819 2,972.9 1,366.2 1,606.7| (49.2)
Audit observed t h artterRsaikguastamaohid/estmenD |

remairedlow ascompare to previous years from 2015 to 2018, which shows that the
performance of the Board in terms of attracting FDI is declining.

Audit is of the view thatdespiteother factors affecting FDIs beyond the

control ofBol such a huge decline alsalicates low performandgy Bol.

Board of Investment,Bol) informed that there was gradual increase of FDI
over the period 20137, however due to problems beydwl6 s
shortage, infrastructar law and order, global recession, targets of Investment Policy

could not be achieved.

DAC on 13.11.2019vas apprised by the managemenBol that an action
plan is aggressively followei attract FDI and improve investment to GDP rabio

contr ol

20% during he next three years. DAdirected to place the matter before PAC.

Audit recommendghat Bol needs to justify its expenditure for attracting

investments andhare its efforts before PAC.

3.5.3 Non-investment ofunds after maturity - Rs.212.209 million

Para 23f GFR Volumel states that every Government Officer shoahlize

fully and clearly that he will be held personally responsible for any loss sustained by
Government through fraud or negligence on his part and that he was also be held
personally respondibfor 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 contributed

to the loss by his own action or negligence.

Audit observed that funds were notinwested afr theirmaturity.Detailsare

asunder:
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(Rupees)

S. Name of Amount of Profit earned Invest.ment Date'of Lapigd up
No. Bank TDR Period Maturity 30.06.2019
1 ZTBL, 120,000,000 7,340,053.42 1-year 16.02.2018| 1-Y,04-M,
Islamabad 14-D
2 -do- 25,000,000 1,495,37671 1- year 10.07.2018 11-M, 20-D
3 -do- 55,000,000 3,373,232.88 1-year 01.08.2018| 10-M, 29D
Total | 200,000,000 12,208,663.01

Audit is of the view that nomvestment of funds after maturity was serious
lapse on the gt of the management.

Board of Investment,Bol) informed that due to frequent changes of PAOs/
Secretaries dBol decision could not be made. HoweM@ol had investedhe amount
into ZTBL after adopting all rule and regulations.

DAC on 13.11.2019 waapprised by the management Bbl that due to
frequent changes of PAOs/ SecretarieBaifthe decision could not be made

Audit recommends thaesponsibility for delay in investment be fixed

3.5.4 Non-reportingofr ecei pt s of bBdgetestinatonHs.0&582 f or
million

Section 13 of Board of Investment Ordinance, 2001 states that in respect of
each financial year, thgol shall submit for approval of the Federal Government, by
such date and in such form as may be specified by the Federal Goverstagmnant
showing the estimated receipts and expenditure and the sums which are likely to be
required from Federal Government during the next financial year.

Board of Investment Bol), Islamabad incurred an expenditure of
Rs.98,522,288Huring the period nder audit from Board Fund. Details are as under:

(Rupees)
S. No. | Financial Year Amount
1 201617 8,804,738
2 201718 37,460,232
3 201819 52,257,311
Total | 98,522,281

Audit observed thameither the receipts ndhe expenditureout of Boards
Fund wasdisclosd to Finance Division by the management for obtaining budget for
next year.
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Audit is of the view that nomneporting of the expenditure made out of Fund
Account to Finance Division was irregular.

The managememepliedthat reeipts undeBol Funds may not be treated as
a part of budget until and unleBsl Ordinance is fully implemented.

DAC on 13.11.2019 directdfatreceipts be showim thebudgetestimates to
be submittedo Finance Division.

Audit recommends implementatiof the DAC decision.
3.5.5 Non-framing of RecruitmentsRules

Section 23 of Board of Investmerdl) Ordinance, 2001 states that Bel
may, with the prior approval of the Federal Government, make rules for carrying out
the purposes of this Ordinance anddagulate appointments and conditions of service
of officers and employees in the service of Bud; and until the rules referred to are
made, the officers and employees of Bwoé shall continue to be governed, in respect
of the matters terms and conditgof service by rules applicable to them immediately
before the commencement of this Ordinance.

The Board of Investment Ordinance, 2001 was notified on 22.03.2001. The
employees oBol are still enjoying the status of civil servants.

Audit observed thaBol hasnotyet framed Rules for appointment and service
despite lapse of eightegrarsafter notification oBol, Ordinancewhichis a serious
negligence of the management.

The management replied that Board has attempted for framing of Service and
Finandal Rules. Howeverthe rules could not be framesince Finance Division
desired thaBol may frame rules without any diional financial implicationsand
that theBol officials were not ready to sacrifice their civil gant status without any
benefit.

DAC on 13.11.20149irectedthe managemenb formulatetherules
No rules were framed till finalization of this report.

Audit recommends to frame rules under intimation to audit.
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3.5.6 Non-preparation offinancial statementsand Annual Reports of Board of
Invesment Bol)

Section 14(1) of the Board of Investment Ordinance, 2001 states ttztlthe
shall prepare and submit to the Federal Government, as soon as possible after the end
of each financial year but not later than the last day of December of theeaextay
report on the conduct of its affairs for the year.

Section 14(2) stagethat the report shall include:
(a) An audited statement of income and expenditure;
(b) An audited balance sheet;
(c) A short financial statement of the preceding financial year;
(d) Activities of theBol during the financial year,
(e) An outline of the investment program for the year ahead; and

(H Any other matter which the Federal Government meactior theBol
may consideappropriate.

Audit observed that the management of the Board of Investdidnhot
prepare its annual financial statemetotde audited. Moreovethe Annual Reports
sincethe year 2014.7 had not been printed

Audit is of the view that noffinalization of audited financial statements and
nonprinting of Annual Reports is a $eus lapsea s i t adversely effect s
attempts to attract investment

The management admitted the audit observation and committed for
preparation of Annual Report well before 31.12.2019

DAC on 13.11.2019 directed the management to prepare AnnuattReyl
di splay on Boardo6és Website as well before 31

No progress was shared with audit till finalization of this report.

Audit recommends implementation of the DAC decision.
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CHAPTER 4

4. CABINET DIVISION

4.1 Introduction

As per Schedule Il [Rule 3 YBDistribution of Businesemongthe Divisions
read with Schedule Il [ruld(4)] Rulesof Business 1973 (As amended up t¢°23
April, 2019) following main businessave been assigned to the Divisamongst the
other functions

O-

All secretarial work fothe Cabinet, National Economic Council and their
Committees, Secretaries' Committee.

Appointments, resignations, salaries, allowances and privileges of
Provincial Governors.

Setting up of a Division, allocation of business to a Division and
constitution ofa Division or group of Divisions as a Ministry.

Coordination of defense effort at the national level by forging effective
liaison between the Armed Forces, Federal Ministries and the Provincial
Governments at the national level

Instructions for delegatits abroad and categorization of international
conferences.

Security and proper custody of official documents and security
instructions for protection of classified matter in Civil Departments.

Resettlement and rehabilitation of civilians and civil Govemmrservants
uprooted from East Pakistan including policy for grant of relief and
compensation for losses suffered by them.

Administrative control of the National Electric Power Regulatory

Authority, Pakistan Telecommunications Authority, Frequency
Allocation Board, Oil and Gas Regulatory Authority, Public Procurement
Regulatory Authority, Intellectual Property Organization of Pakistan and
Capital Development Authority.

Peoples Works Progra(Rural Development Program).

10-Selection of scholars against Pakist@hairs Abroad by the Special

Selection Board.

ATTACHED DEPARTMENTS / AUTONOMOUS BODIES

i.  Department of Communication Security
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ii. Department of Stationery Forms.

iii.  Department of Archives.

iv.  Intelligence Bureau

v. Islamabad Club as an Autonomous Body.
vi.  Public Procurem& Regulatory Authority

Expenditure Revenue / Receipt

Sr. Description Total Audited Audited Audited
No. No. (FY-201819) (FY 201819)
Rs. inmillion Rs. inmillion
1 Formations 59 2 1,966.236 -
2 Assignment Accounts 4 187.000 -
(Excluding FAP)
3 Authorities / Autonomous 3 3 108.342 255.411

Bodies etc. under the PAC

4 ForeignAided Project

(FAP)

4.2 Comments on Budget & Accounts (Variance Analysis)

Final budget allocated to tt@abinet Divisionfor the financial year 20189
was Rs46,339.571million, out of which theDivision expended an amount of

Rs61,786.039illion. Grantwise detail of current and development expenditure is

as under:
(Rupees in million)
+ ()
Té/pe of D Original Supplemen | Surrender Fin Grant Ex;fécr:gﬁhre (SE;S;ZSS; w.r.t
rant Grant tary Grant ) 201819 Amount Final
Grant
Current 1 263.000 0.000 -110.495 152.505 151.216 -1.29 | (0.85%)
Current 2 6,343.000f 1,175.053 -93.397| 7,424.656 7,333.398 -91.26 | (1.23%)
Current 3 276.000 871.495 -27.500 1,119.995 1,114.555 -5.44 | (0.49%)
Current 4 6,207.000 50.155 -436.202| 5,820.953 5,803.710 -17.24 | (0.30%)
Current 17 113.000 0.003 -6.062 106.941 106.452 -0.49 | (0.46%)
Current -
Expenditure 13,202.000| 2,096.706 -673.656| 14,625.050| 14,509.332 -115.718| (0.79%)
Development 108 | 14,741.438| 24,000.034| -10,198.951| 28,542.521 26,999.641 -1,542.88| (5.41%)
Development 112 4,700.000 522.000| -2,050.000f 3,172.000| 20,277.066| 17,105.07| 539.25%
Development
- Expenditure 19,441.438| 24,522.034| -12,248.951| 31,714.52 47,276.707| 15,562.186| 49.07%
Total 32,643.438| 26,618.740| -12,922.607| 46,339.571| 61,786.039| 15,446.468| 48.28%

Audit noted that there was an ovemiicesof Rs15,446.468nillion, which
was due texcessn Development Granto.112

According to Pea 71 of General Financial Rules (Volume 1), while framing
budget estimatedhe authorities should exercise utmost foresight. Rules of good
governance demand that budget processes are carried out in accordance with clearly
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definedexpectations, assumpti®m@nd a coordinatezhlendar of activity. As shown

in the chart below, bifurcating total allocation into current and development
expenditure it is observed that, in case of development expenditure, there was
143.17%o0f excessw.r.t Original grant which waseduced to49.0®%6 excessw.r.t

Final Grant and in case of current expendi@@% of excesexpenditure reduced

to 0.79% of savingsin expenditure.lIn Grant No. 4 supplementary grant was
surrendered 100%.

Variance Analysis w.r.t Original & Final Grant
Development

160.00% Expenditure
140.00% 143.17%
. 0
120.00%
100.00%
80.00% Development
' Expenditure
60.00% Current- 49.07%
Expenditure|, Current-
0,
40.00% (0.79%) || Expenditure
20.00% 9.90%
0.00% _ N .
(20.00%) Current - Expenditure Development - Expenditure
. 0

m+/(-) w.r.t Final Grant  m+/(-) w.r.t Orignal Grant

4.3 Classified Summary of Audit Observations

Audit observationsamounting toRs1,256.590million, were raised in this
report during the current audit @abinet Division This amountalso includes
recoveries 0Rs233.823million as pointed out by the audit. Summary of the audit

observations classified by nature is as under:
(Rupees in million)

S. No Classification Amount
1 Non-productionof record 380.000
> Reported cases of fraudmbezzlement and m i
Misappropriation

3 Irregularities
A HR/Employees related Irregularitie 107.919
B Procurement related irregularitie; 92.437
C | Management of account with commercial bal 442.411
D Recovery, 233.823
E Internal Control -

4 Value for money and service delivery -

5 Others -
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4.4 Status of compliance with PAC Directives

Total No. of
Audit No. of ) . Non/Partial % of
Name ) Actionable | Compliance . .
Year Audit . Compliance | Compliance
Paras Points Issued
199091 4 4 2 2 50%
199293 4 4 3 1 75%
199394 11 11 5 6 45%
199495 4 4 2 2 50%
199495 2 2 0 2 0%
199596 6 6 3 3 50%
199697 17 17 15 2 88%
199798 66 66 19 47 29%
199899 30 30 1 29 3%
Cabinet | 200001 33 33 31 2 94%
Division | 200102 1 1 0 1 0%
200304 9 9 4 5 44%
200506 7 7 5 2 71%
200708 9 9 6 3 67%
200809 6 6 3 3 50%
201011 2 2 1 1 50%
201314 4 4 3 1 75%
201516 2 2 2 0 100%
201718 32 31 0 31 0%
Total 249 248 105 143 42%

The Draft Audit Repogincluding following Paras ereissued to the P@ on
13.12.2019and on 22.01.202@llowed by reminders 1.01.2Q20 and30.01.2020
with the request to reply and also arrange the DAC meeting to discuss the Paras.

4 5AUDIT PARAS
Public Procurement Regulatory Authority

4.5.1 Unauthorized opening ofbank account and depositing of Government

funds and departmental receiptsRs.442411million

Rule-07 (i) of PPRA Accounting Procedure (RegulatiorX)14 states that all
the grants received from the Federal Government shall be expended through an
Assignment Account.

Rule-07(ii)) of PPRA states that the Authority may open and maintain its
accounts in rupees or in any foreign currency with such scheduled banks as it may
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determine from time to time in accordance with law subject to the approval of Finance
Division.

The Publc Procurement Regulatory Authority (PPRAyas maintaining
Current Account N0.1316@ mai nt ai ned at Habi b Bank
Pak Secretariat, Islamahad

Audit observed that the bank account was opened without approval of Finance
Division and maagement deposited Government funds amounting to
Rs187,000,00@nd departmental receiptsR®$255,410,733nto it during 201819.

Cash Book forGovernmentfunds and departmental receipts was not maintained
separately.

DAC on 28.01.2020 directed to coriste a committee in the Ministry to
examine the case and give its recommendations on the matter

No response was received till finalization of report.

Audit recommendsegularizatiorof bank account and transfer@bvernment
receiptinto treasury.

4.5.2 Irregular adoption of Special Pay Scale$ks.88.000 million

Section 26 of PPRA Ordinanc2)02 states that the Federal Government may,
by notification in the official Gazette, make rules for carrying out the purposes of this
Ordinance.

Section 27 of PPRA, Ondance states that the Authority may make regulations,
not inconsistent with the provisions of this Ordinance and the rules made there under,
for carrying out the purposes of this Ordinance.

The management paid pay and allowances amountiRg8@,913,474o0 their
employees who adopted Special Pay Scales during 2815

Audit observed as under:

i. The management did not frame Rules and Regulations regarding terms
and conditions of the service of its employees.

il. The Special Pay Scales were approved by the FBda#d without the
concurrence of the Ministry of Finance.
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