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PREFACE.

Article 11 of the Pakistan (Audit & Accounts ) order, 1973, provides that
it shall be the duty of the Auditggeneral of Pakistan:

(@)  to audit all trading, manufacturing and profit and loss accounts and
balance sheets kept by order of the President in any department of
the Federal Government; and

(b) to audit the accounts of any authority or body established by the
Federation.

This volume otthe Report of the Auditor General of Pakistan presents
results of audit of federal organizations which maintain their accounts on
commercial pattern and fall under the audit jurisdiction of the
Commercial Audit & Evaluation , Lahore only

Auditable orgaizations are divided into the following two categories:

) those which are managed and supervised directly by a government
department; and

(i) those which are corporate bodies or companies formed by a statute
or under the Companies Act with government shareimgdd

The undertaking categorized at (i) in paragraph 3 above, draw money for

expenditure from and pay their receipts into Government treasuries like

any other government office. In their commercial accounts, withdrawals

from the treasury are added to arghittances into the treasury are
deducted from “Government Capital Accol
investment by the government from time to time. The profit and loss
accounts is prepared for the year and the net profit and liabilities payable

to the @vernment on account of leave and pension contributions,
provident funds, audit and accounts charges, interest on capital etc are also
added to “Government Capital Account’”
In the case of statutory corporations or companies mentionaegrah3

(i) above, Government investment generally comprises development

loans or share in its capital. The amounts lent to or capital invested in

these organizations appear in government books. Interest payment on
development loans or dividendsceived, if any, also appear in
government accounts. An organization set up under an Act of the Federal
Government or a company formed under the Companies Act even if

wholly financed by the Government, does not maintain an account with

the treasury.



The extent of audit exercised by the Auditor General is determined after
taking into account the existence and adequacy of internal control/ audit in
the concern and the provision for audit of its accounts by an external
auditor. In case of the corporate badm companies, where satisfactory
internal and external audit arrangements exist, statutory audit is restricted
to a smaller percentage of transactions. However, in the case of
government commercial undertakings supervised by department where
accounts areot audited by any external auditor and little or inadequate
internal control/ audit exists, a larger percentage of transactions is
subjected to AuditeGener al ' s scrutiny before cer
accounts. These audit checks are of the same tyaepéied under current
commercial accounting and auditing practices. A percentage of all initial
and subsidiary records including cash, journal, land, stores vouchers ,
registers and ledgers and other related record are subjected to a detailed
examinatiom to verify the correctness of transactions, their proper
classification and consolidation into final accounts, comprising
manufacturing trading, profit and loss accounts and the balance sheet. It is
also ascertained that the organization is managed anthraccordance

with current and correct commercial practices and that the canons of
financial propriety and general or specific government policy directives
for each organization have been adhered to. Results of these checks are
included in the audit comemts on the accounts of each undertaking.

Serious irregularities noticed during audit of the accounts and audit
comments on respective accounts are dealt with mingsy. As a
practice when a unit’'s performance i s
Evaluation Cell of the Department of the Audit@eneral, its accounts are

not audited for the same year. Comments on the economy, efficiency and
effectiveness of projects undertaken by these organizations are included in
this compilation as performance audit repmr selected projects.
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CERTIFICATE.

1. Pursuant to the provision of Pakistan ( Audit and Accounts ) Order

1973, read with Articles 169,170 and 171 of the Constitution of the Islamic
Republic of Pakistan, 1973 , the accounts of th@roercial organizations listed

in this volume have been examined. The audit observations based on a test audit
of the transactions incorporated therein have been included in the audit report.
Subject to these observations, the accounts in my opinicgengre fair statement

of the financial operations of the commercial organisations concerned.

MANZUR HUSSAIN
Islamabad AUDITOR-GENERAL
The ...



EXECUTIVE SUMMARY.




2. EXECUTIVE SUMMARY

The Accounts of 93 Federal Organizations of Public Sector Enterprises
were required to bexamined, commented upon and included in this report. The
report however contains examination of 40 accounts only. 53 Organizations failed
to submit their Annual Audited Accounts to the Commercial Audit Department by
the prescribed date of January 15, 20008e nonprovision of accounts by the
prescribed date has been indicated in the audit report. Audit Comments on the
accounts of 4 organizations whose accounts were not printed in the Audit Report
for 199798 due to delayed submission have now been indludghis report.

As a result of local audit/ inspection of Commercial Organizations conducted
during 199899 various type of financial irregularities and losses of public money
etc., were detected and reported to the Ministries/ Division and the Orgamsza
concerned. In certain cases the Ministries/ Management while accepting the
losses/ irregularities pointed out by audit recovered Rs. 45.995 million, the details
of which are given at the end of the report. Several other losses/irregularities and
malpractices pertaining to various Corporations were detected and printed in this
report in the shape of 47 draft paras involving Rs. 1295.226 million. Some
important points discussed and issues raised in the report are summarized in the
following paras.

CABINET DIVISION
The accounts of Government Stationery & Forms Depot for the years ending 30
June, 1997 and 30June, 1998 have been examined in this report. The depot is
continuously running into losses and the operational losses have shown an
increasingrend.

Printing Corporation of Pakistan did not submit its annual audited accounts for the
years 19989. However accounts for the year 198% have been examined in
this report. The Corporation earned nominal profit of Rs. 5.286 million during
1999798. Its accumulated loss stood at Rs. 285.879 million as e 13D8.

MINISTRY OF COMMERCE
Doaba Rice Mills Limited and Pakistan National Produce Companies have failed
to provide their annual audited accounts since 1BR6



MINISTRY OF CULTURE AND TOU RISM

(CULTURE DIVISION)
National Film Development Corporation sustained a loss of Rs. 3.606 million
during 199899 and its accumulated loss stood at Rs. 26.739 million as on June
30,1999 which has eroded its entire capital.

(TOURISM DIVISION)
.PakistanTourism Development Corporation did not furnish its audited accounts
for the year 199B8 and 19989. However it earned nominal profit of Rs. 3.232
million during 199697. Its accumulated loss stood at Rs. 10.866 million e6-30
1997. The project of Malandabba Resort on which an amount of Rs. 87.546
million has been incurred is under disposal through Privatization Commission. No
profit or loss account of the company was prepared.

MINISTRY OF EDUCATION
The National Book Foundation did not furnish its@aats for the year 19989.

FINANCE DIVISION
Agricultural Development Bank of Pakistan, Regional Development Finance
Corporation and Youth Investment Promotion Society sufferd losses of
Rs. 6200.340 million, Rs. 26.366 million and Rs. 21.605 million eetyely
during the year 199%98. The account for the year 1998 were not furnished
federal bank for cooperatives has shown loss of Rs. 0.778 million during the year
199899.

During the course of local audit of Regional/Zonal Offices of House Building
Finance Corporation, Industrial Development Bank and National Development
Finance Corporation, the irregularities detected have also been included in this
report.

FOOD AND AGRICULTURE DIVISION.
Pakistan Agricultural Storage and Services Corporation konmade a profit of
Rs. 61.047 million in 19989 as against a profit of Rs. 205.988 million in
199798.

ENVIRONMENT AND URBAN AFFAIRS DIVISION
The Pakistan Environmental Planning and Architectural Consultants Private
Limited sustained a loss of Rs. 413 million in 199899 as against a profit of
Rs. 4.21 million in 199-B8.



MINISTRY OF INFORMATION AND BROADCASTING
Pakistan Broadcasting Corporation suffered a deficit of Rs. 132.870 Million in
199899 and its accumulated deficit rose to Rs. 482.33Bok as on 38' June,
1999. Pakistan Television Corporation however earned a profit of Rs. 377.232
Million during the year 19989. Shalimar Recording Company and Associated
Press of Pakistan did not furnish its accounts for %808

KASHMIR AND NORT HERN AFFAIRS DIVISION
The Northern Area Transport Corporation (Pvt) Limited Earned a profit of
Rs. 16.981 Million in 199&9.

MANPOWER AND OVERSEAS PAKISTANIS DIVISION
Overseas Employment Corporation did not furnish its Accounts for-2998
Overseas Pagtanis Foundation (OPF) earned profit of Rs. 54.229 Million during
199899. Its accumulated loss stood at Rs. 80.730 Million dhJ8he, 1999. The
Management of Kaghan Brick Works Limited did not submit Its Accounts for
199899. The Company has accuntelh loss of Rs. 71.500 Million ro
30.061997.

MINISTRY OF PETROLEUM AND NATURAL RESOURCES.
Pakistan Oil Fields Limited, Pakrab Refinery Limited, Gem Stone Corporation
of Pakistan Limited failed to submit their accounts For 1998The Accounts
therefoe could not be examined in this report. Pakistan Mineral Development
Corporation failed to submit the accounts of its Head Office and five Salt
Mines/Quarries which fall under the audit jurisdiction of the Director General
Commercial Audit & Evaluation (NLahore. Their accounts therefore could not
be examined in this report. Oil and Gas Development Company Limited has
shown a profit of Rs. 4551.781 Million after taxation during 2998

Sui Northern Gas Pipelines Limited earned profit of Rs. 810.70BoWituring
199899.

PLANNING AND DEVELOPMENT DIVISION.
National Logistic Cell did not furnish its Accounts For 1988 However, it
sustained a loss of Rs. 108.756 Million during 1987 Pakistan Institute of
Development Economics showed an excessadnre over expenditure Rs. 2.830
Million during 199899. National Construction Company (Pak) Limited did not
submit its audited Accounts for 1998.

MINISTRY OF INDUSTRIES AND PRODUCTION.
The Management of Roti Corporation of Pakistan has failed to sitsraitcounts
for the year, 198383 to 199899. The Utility Stores Corporation, suffered a loss



of Rs. 314.868 Million during The year 1998 and its accumulated loss rose to
Rs. 593.506 Million On 3®-99.

Ghee Corporation of Pakistan controlled 26 Gheets out of which 18 have
since been privatized. The remaining 8 units are already on privatization list. five
Ghee Units Viz. Sargroh Vegetable Ghee and General Mills, A&B Industrial
Gases Limited, Morafco Industries Limited, Universal Oil and Veget&tiee

Mills and Kohinoor Oil Mills Limited fall Under The Audit Jurisdiction of
Director General Commercial Audit & Evaluation Lahore. All five units have
ceased their production activities during 1997.The total loss sustained by these
units during the yaga 199899 was Rs. 136.404 Million while the accumulated
losses were Rs.4144.675 Million as or&30999.

Ravi Rayon Limited the only unit of Federal Chemical and Ceramics Corporation
(Pvt) Limited did not submit its accounts for 1998 By 151-2000. Hovever, Its
sustained a loss of Rs. 207.236 Million in 198 and its accumulated losses rose
to Rs. 841.83 Million on June 30,1998.

National Fertilizer Corporation (Pvt) Limited operate 8 units. four Fertilizer
Manufacturing Units fall under the Audituddication of Director General
Commercial Audit North Lahore. Pak Arab Fertilizer Limited earned a profit of
Rs. 1232.255 Million during 19989. Hazara Phosphate Fertilizer Limited
Sustained Loss of Rs. 40.133 Million during 1988 The National Fertitier
Corporation (Pvt) earned profit of Rs. 2047.013 Million during 1998

Pakistan Industrial Development Corporation operates two units under The Audit
Jurisdiction of Director General Commercial Audit & Evaluation (North) Lahore.
Dir Forest Industrie€omplex suffered loss of Rs. 15.526 Million during 1988

and It accumulated loss rose to Rs. 321.037 Million on June 1999. Specialized
Refractory Project also sustained loss of Rs. 0.628 Million during-2998

Mustehkam Cement Limited Unit of Statéement Corporation of Pakistan
sustained loss of Rs. 231.238 Million during 1988 State Cement Corporation
of Pakistan earned profit of Rs. 28.711 Million during 1-998

Heavy Electrical Complex (Pvt) Limited, Heavy Mechanical Complex (Pvt)
Limited. Pakistan Engineering Company and Spinning Machinery Company of
Pakistan, the unit of State Engineering Corporation sustained loss of Rs.30.077
Million, Rs.315.016 Million, Rs.146.800 Million and 62.934 Million respectively
during 199899 and accumulated dees of these units stood at Rs. 4172.567
Million on 30-6-1999. State Engineering Corporation (Pvt) Limited also sustained



loss of Rs. 98.895 Million during 1998 and its accumulated loss rose to Rs.
1611.521 Million as on 30June 1999.

MINISTRY OF SCIENCE AND TECHNOLOGY.
Pakistan Science Foundation Showed an excess of expenditure over income
Rs. 0.630 Million during 19988 as against Rs. 1.306 Million in 1998. The
Management did not furnished its audited account for 5208

STATE AND FRONTIER R EGION DIVISION.
The Management of Agricultural Engineering Workshop did not submit their
audited accounts for the years 1988 And 199899.

The Accounts of Fata Development Corporation for 199%have been examined
in this report. however units of Fal2evelopment Corporation failed to submit
their Annual Audited Accounts for the year 1998 by the prescribed date of
January 15,2000.

MINISTRY OF SPECIAL EDUCATION AND SOCIAL WELFARE.
The Pakistan Bait)l-Mall did not submit its Audited Accounts (dulertified by
Chartered Accountants) for the year 1995 199798 and 19989. However
Bait-Ul Mal sustained a loss of Rs. 367.540 Million during 199566

MINISTRY OF WATER AND POWER.
National Engineering Services Pakistan (Pvt.) Limited and NationalePow
Construction Corporation (Pvt.) Limited have shown profit of Rs. 16.713 Million
and Rs. 40.702 million respectively during 198R

SUMMARY OF PAC DIRECTIVES
The PAC while discussing this report onf"28ily, 2011, 8 July, 2014, 8
August, 2015, 28 December, 2015, 18July, 2011, 18 May, 2015, 17
November 2015 and™8July 2014 issued directions out of which 238 paras
were complied with and action taken. Besides an amount of Rs. 2,285.409
million was recovered. The PAC directives are attagds®hnexur L



AUDIT COMMENTS AND RESULTS




CABINET DIVISION




GOVERNMENT STATIONERY AND PUBLICATION DEPART MENT
ISLAMABAD.

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1996-97 & 199798

The operational activities of the department for the year -B39@nd

199798 as compared with those of the preceding year are given as below :

(Rs. in million)

Percentage

increase/

199798 | 199697 | 199596 | (decrease)

1 Sales and Issue 1.104 0.482 0.584 89.4

Closing Balance 1.414 1.773 1.275 10.90

2.515 2.255 1.859 35.45

2. Less Purchase/Receipts 2.380 2.057 1.591 49.59

3.  Gross Profits 0.138 0.198 0.268 (48.51)
4. Establishment expenses

and other heads 1.966 1.932 1.895 3.75

5. Net Profit(Loss) (1.828) (1.734) (1.627) (12.35)

The operational losses of the department recorded an increasing trend
since its inception which accumulated to R657 million as on June 30, 1998.
The losses were mainly due to non revision of incidental charges of 10% on
issues, fixed earlier in 1980 which were insufficient to cover the establishment
expenses and other overheads and (ii) the sales and issu@ovenesall to justify
the establishment of the department. The need for enhancing the percentage of
incidental charges and need to boost up sales as to make the department self
sustaining unit is stressed upon the management.

Establishment expenditure dnother expenses increased to Rs.1.966
million on 30" June, 1998 as compared to the year 19®%f Rs.1.895 million
registering increase of 3.75 percent. The need for keeping these expenses to the
minimum possible limit is stressed upon the management.



PRINTING CORPORATION OF PAKISTAN (PVT) LIMITED.

AUDIT COMMENTS
ON THE ACCOUNTS FOR HE YEAR 1997-98.

Printing Corporation of Pakistan is a private Limited Company and its
shares are wholly owned by the Federal Government. The Corporation is engaged
in the Printing of Government Publications. The Corporation sustained losses of
Rs. 49.479 million in 19983, Rs. 12.784 million in 199384, Rs. 55.485 million
in 199495, Rs. 77.080 million in 19986, but earned a net profit of Rs. 35.077
million in 199697

The financial results of the Corporation for the year 198&As compared
with those of preceding year are given below:

(Rs in million)

S.# | Particulars. 199798 199697 %age
increase

(decrease

1 Sales. 366.027 289.753 26.323
2.  Cost ofsales 283.856 170.011 66.960
3. Gross profit. 82.170 119.742 (31.380)
4, Admn Expenses 56.000 52.807 6.050
5.  Selling Expenses. 1.048 1.066 (1.690)
6. Financial Charges. 23.937 30.328 (21.070)
7. Working Profit Participation. 0.375 1.922 (80.490)
81.360 86.123 (5.530)

8.  Operating Profit/(Loss) 0.810 33.618 997.590
9. Other income 6.305 2.908 116.820
10. Net profit/(loss)after tax 5.286 35.078 (84.930)
11. Accumulated loss C/F 285.879 294.276 (2.850)

The above table would indicate that thess profit of the corporation
decreased from Rs. 119.742 million in 1996 to 82.170 million in 19988
which was due to increase in cost of sales by 66.96% as against increase in sales
by 26.32% only. The Admn expenses increased by 6.05%. The netfprdhe
year under review decreased to Rs. 5.285 million as against the net profit of
Rs. 35.077 million earned during the previous year. Efforts need to be made to
control the cost of sales and Admn expenses and make the corporation more
profitablein the year to come.



General provident fund amounting to Rs. 4.600 million as on June 30,1998
of the Corporation has not been invested by the management as required under
section 227 of the Companies Ordinance 1984 . This point was also highlighted in
the previous audit comments but no action has been taken by the management
which needs clarification.

Stores, spares and loose tools valuing Rs. 3.477 million were held by the
Corporation at the close of the year 198/ No provision has been made for
obsolete stock valuing Rs. 1.700 million, therefore, profit of the corporation has
been over stated to that extent which needs justification.

Trade debtors at the close of the year under review stood at Rs. 195.130
million. In the absence of year wisealysis of the debtors, prospects of recovery
of the same could not be ascertained. Although debtors worth Rs. 66.514 million
were over three years old yet the management has not made any provision for
doubtful debts. Efforts need to be made to effecyeadoveries.

Accumulated loss stood at Rs. 285.878 million as on June 30,1998 as
against Rs. 294.276 million on-81997 which has eroded entire paid up capital
and reserve. Immediate steps need be taken to improve the working of the
Corporation.



AUDIT RESUSLTS

Loss of Rs. 1.918 million due to improper printing of Telephone
Directories

The Printing Corporation of Pakistan (PCP) Lahore received and order in
February, 1991 for printing of 250,000 Telephone Directories from Gentra
Telecommunication Corporation (PTC). The delivery period as per agreement
was 90 days. . As a order each Directory was to be printed on one thousand pages
but PCP printed the Directory on 1104 pages. PTCL imposed a penalty of Rs.
1.918 million on accout of late delivery of directories and also deducted an
amount of Rs. 5.083 million due to deference in cost of paper.

The irregularity was pointed out to the management in April, 1994 stated
that Manager Lahore Press has been directed to prepare awitiastull
justification for taking up the matter with CTR. Since August, 1994 the
management did not furnish final out come of the case despite issue of reminders,
nor any investigation was carried out to ascertain the reasons for excess
consumption of paer and late delivery of material. The laxity on the part of
Management caused heavy loss to the organization.

The matter was also discussed in DAC Meeting held on 28/22999,
but no plausible explanation could be given by the management.

Audit Would Suggest To-:

i) Investigate the matter with a view to fix responsibility for excess
consumption of paper and late delivery of quantity on order .
i) Make good the loss caused to the organization.

iii) Streamline the internal control in the organization to ihveuch
irregularities in future.



MINISTRY OF COMMERCE




PAKISTAN TOBACCO BOARD.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

Pakistan Tobacco Board came into existence in 1968 as a semi
autonomas body under the control of Ministry of Commerce. The Principal
activities of the Board are to regulate control and promote the export of tobacco &
tobacco products and to fix grading standard to under take and assist research
connected with tobacco indugs etc.

The working results of the Board for the year 1:998are given below:

(Rs. in million)

S.No 199899 199798 %age
increase/
(decrease)

1. Income 41.227 31.294 31.74

2. Expenditure. 30.461 25.274 20.52

3. Excess of income/ovexpenditure 10.766 06.019 98.87

4. Accumulated excess of income ove 49.218 38.681 27.24

expenditure.

It would be seen from the above table that expenditure of the Board rose to
Rs. 30.461 million as against expenditure of Rs. 25.274 million of tleegirey
year. There was heavy increase in Admn expenses which rose to Rs. 12.440
million in 199899 as against Rs. 8.574 million in 1998 showing an increase of
45%. Need for control over Admn expenses is stressed upon.

A sum of Rs. 228,926 on accourt 0 pr i or year’'s adjust me
shown in the accounts for the year 1988 Nature and breakup of prior year
expenses needs to be intimated.

A sum of Rs. 498,154 has been shown in
but the nature of this payment has natrbexplained. Need for proper adjustment
is stressed upon.



Loss of Rs.511576 due to fraudulent encasement of cheques with
excessive amount.

In State Life Insurance Corporation Zonal Faisalabad Zone 24 cheques
prepared for refund of excessive premiuo policy holders were encashed
fraudulently from ABL Gole Cloth Market Branch and ABL Bhawana Bazar
Branch Faisalabad for much excessive amounts, by tempering the original
amounts. The total amounts of all the 24 cheques comes to Rs. 511,576. The
managenent had served a legal notice orf" November, 1997 to ABL, Branch,
Faisalabad for arranging credit of Rs. 511,576 as the fraud was committed due to
gross negligence and in connivance with bank officials.

The irregularity was pointed out to the manageat through advance draft
para on 2% September, 1998, but no reply was received. The matter was again
reported to Ministry/ Management in November, 1999, no response was received.

Audit would suggest to-:

i) Persue the case vigorously for the crediembezzled amount with bank
authority or recover it from the persons found responsible.

i) Take suitable disciplinary and penal action against the officials at fault;
and

iii) Adopt suitable measures to avoid such situation in future.

Embezzlement of Rs. 120,500y tempering the cheques of Field
Force.

In State Life Insurance Corporation, Zonal Office, Rahim Yar Khan
during 1997 commission cheques werecashed from bank after enhancing the
amount of cheques by tempering and overwriting. The matter was gatesti
through the enquiry committee and a Cashier was found responsible for fraud of
Rs. 120,500. The official was suspended on June, 2,1998 but reinstated on
December 31,1998 without any recovery /punishment. Audit is of the view that
management was tgitant to take any action against the accused without any
cogent reason.

The matter was reported to the Ministry/management on April 12, 1999
and Sept 1999 no reply was received tiH12:199.

Audit would suggest for investigation of the matterighbr level besides
recover of amount and disciplinary action against the persons held at fault.



lllegal payment of Rs. 6.649 million to Area Managers due to showing
fictitious business.

In State Life Insurance Corporation eighteen sales ManagZenat
Office, Vehari were promoted as Area Managers under accelerated promotion
scheme on the basis of their good performance in 1995, but subsequently it came
to notice that they had manipulated their business figures by obtaining creditg of
business praged by the persons not be longing to their terms and got accelerated
promotion as Area Managers through fraudulent means and gained illegal benefits
of Rs. 6,649,909 from the Corporation during 1896 On enquiry fictitious
business was established ahéit services as Area Managers were terminated on
January 21,1998 and they were directed to deposit the amount of undue benefits
but they did not comply with the orders,. The management filed civil suit against
them and refereed their case to FIA.
, Multanon December 15, 1998 for effecting recover but no fruitful results were
achieved till February, 1999.

Audit is of the view that accelerated promotions were made without
proper study of the business figures which resulted into irregular promotion and
payment of Rs. 6648,909.

The matter was reported to the Ministry/Management on April 12, 1999
through Audit Inspection report and Draft Para et021999 but no reply was
received.

Audit would suggest to-:

i) Persue the court case vigorously,

i) Recover themount from the persons held responsible.
iii) Fix responsibility for irregular and incorrect promotion.
iv) Strengthen the internal controls.

Irregular expenditure of Rs. 1.720 million due to procurement of new
Pajero Jeep 2477 CC for Zonal Head and selling thexisting Pajero
Jeep at a nominal price to ExZonal Head.

In State Life Insurance Corporation (Zonal Office) Rawalpindi a 2477 CC
Mitubishi Pajero Jeep(Japan assembled) was purchased for Zonal Head on
Decem,ber 31, 1995 at a total cost of Rs. 1.720amilThe existing Pajero Jeep
which was purchased in 1993 at a total cost of 590,000 was in excellent condition
was sold to Mr. K.H.Afzal Shah Exonal Head at a written down value of Rs.



119,000 without assessing the market value. Actually there existertification

for purchased of new Pajero Jeep 1995 incurring lavish expenditure of Rs. 1.720
million while a pajero jeep Model 1993 was already available with the State Life
Insurance Corporatior'2office which was sold at throw away price.

The Goernment had imposed ban on procure3ment of foreign made four
wheel drive vehicle. Further the vehicle of 130CC and above cars only be utilized
for protocol duties as well as by the Prime Minister, Chief Ministers, Provincial
Governor, Ministers and carstopl000 CC for Officers upto BPZ2. Thus the
procurement of luxurious Pajero Jeep was above entitlement as well as in
contravention of Government instructions.

The matter was brought to the notice of Ministry /Management in
September, 1999 but no replpas furnished.

Audit would suggest the following:

i) Justify the purchase of luxurious Pajero Jeep incurring Lavish expenditure
of Rs. 1.720 million while a Pajero Jeep Model 1993 was already available
with the Zonal Office.

i) Why the existing Pajero Jeenodel 1993 was sold to-&@onal Head at
throw away price.

iii) Reasons for violation of Government instruction and purchase of vehicle
above entitlement, may please be stated;

iv) The expenditure may be got regularized by the order of competent
Financial Authoriy after fixing responsibility on persons at fault.



MINISTRY OF CULTURE AND TOURSIM




NATIONAL FILM DEVELOPMENT CORPORATION

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

The company was incorporated in PakistemJune 15, 1973 as a Public
Limited company under the Companies Act 1913(repeated, now the Companies
Ordinance 1984) and was engaged principally in the business of import and
distribution of feature films and raw film till 1990. Now its auditoriunused
for film festivals under Cultural Exchange Programme and other Cultural and
educational events and programmes. Majority of its shares are held by the Federal
Government. The working results of the corporation for the year-2998s
compared with thee of the preceding year are given below:_

(Rs. in million)

S.#| Particulars Percentage
increase/

199899 | 199798 (decrease)

1 Income 2.463 2.433 1.23
2  Expenses’ 6.975 4915 41.91
3  Operating loss for the year (5.106) (3.073) (66.16)
4  Financal Charges. 0.594 0.591 0.51
5  Otherincome 1.499 2.555 (41.33)
6  Net Loss for the year (3.606) (0.518) (596.14)
7  Prior year adjustments 1.240 1.192 4.03
8  Accumulated loss (26.739)  (21.873) 22.25

The income of the corporation for the year 19®8ncreased by 1.23%
whereas expenses increased by 41.91% as compared to the previous year. Heavy
increase in administrative expenses needs proper justification. The corporation is
sustaining continuous losses since 1921 The accumulated loss at thesd of
the year under review rose to Rs.26.739 million. Concerted efforts are required to
be made to improve the working results to save the Corporation from losses.

A sum of 111.222 million was shown as received from the Federal
Government of Pakistam ithe account for the year 19978 for preparation of
documentary film on Silk Route but the same could not be utilized fully as the
project was discontinued in 1978. A sum of Rs.1.312 million was utilized for



production of two films and one cinema. Tladure of documentary film on silk
route is required to be explained.

A sum of Rs.1.893 million was advanced to M/s. A.l.,, Kardar and Faiz
Ahmad Faiz(Late) in 19478 f or the production of fil m”
the same could not be produced by tiemcerned persons. As a result thereof
NAFDEC initiated legal action against Mr.Al Kardar in the court and demanded
Rs.4.000 million including the consequential losses and interest. The Honourable
court decided the case in favour of NAFDEC, but the wrhaould not be
recovered due to the reason that Mr .A.l.Kardar settled himself in U.K. Grant of
heavy advances without any security needs to be justified.



Expected Loss Of Rs. 25.000 Million Due To Mislandled Land Case.

The Management of PTDC prepared a scheme for the establishment of
Tourist Village at Rawalpindi (near Ayub National Park ) in 1979. Accordingly
land measuring 4.5 acres was obtained from Rawalpindi Cantt: Board which was
registered in favour of PTDC 0h6-6-1985. The PTDC authorities decided to
float a joint company with M/s. Zardari Group Limited and after completing
certain formalities of Joint Company a slbase deed was executed between
PTDC (HO) Islamabad and M/s Tourist Village Limited or1t6986.

Since the PTDC had transferred the land in favour of the company in lieu
of equity capital in respect of two Directors of the Company ( Tourist Village,
Rawalpindi ) therefore according to memorandum of Association of the company
the business haa tbe conducted by the management of the company through
utilization of their own resources mentioned in the memorandum.

Later the management of Tourist village sold the 4.5 acres Land to M/s.
Bilz Company for Rs. 25.00 million without intimating the PTRGthorities. The
shares of PTDC valuing Rs. 1800,000 allotted in lieu of land were also found
pledged with NDFC against which the loan had also been drawn.

Audit hold that undue benefit has been extended to Zardari Group
Limited through transfer of Lahto a new company of which major shares and
management was hold by Zardari Group.

Audit would therefore suggest the following:

i) the matter may be investigated at appropriate level to ascertain the causes
of mismanagement and responsibility be fixedtmpersons at fault.
i) The latest status of the case may be intimated to audit.

Loss Of Rs.822,734 On Account Of Non Recovery Of Licence Free
From M/S Hamsafar Rent A Car.

An agreement was signed between M/s. Hamsafar Rent a Car and the

Management of PD C FIl ashman’s Hotel, Rawal pi ndi
agreement a licence fee amounting to Rs. 156,000 per annum was to be paid by
the party to M/ s. FIl ashman’s Hot el for avz:

office in the premises of Hotel and cang out the activities of rent a car. The
agreement was not made available to audit so it could not be verified as to
whet her the same was renewed or otherwise



account however disclosed that the party was not regufayment of their dues
which accumulated to Rs. 822,734 as on-833B97. The management failed to
persue the party to clear the outstanding dues. The case was referred to the legal
advisor as late as in October, 1995 with a view to examine it for ingig&gal
action in the court of law. The desired action could not be intiated due to the
reasons that the relevant file containing essential documents has been misplaced
by the concerned official of the Hotel.

In the circumstances, the chances of recpweérthe outstanding dues are
quite remote and management of PTDC may likely to sustain loss of Rs. 822,734
on this account.

The irregularity was pointed out to management through Advance Draft
Para on 36-98 but no reply was received from the managéme

Audit would therefore suggest the following:

i) Investigate the circumstances under which legal action could not be
initiated against the defaulter party uptill now and fix the responsibility on
the person found at fault.

i) The amount in question may Ibecovered from the party concerned and
progress thereof be intimated to audit.

iii) Adopt ways and means to avoid such lapses in future

Expected Loss Of Rs.423,000 Due To Non Recovery From Licencee Of
Ptdc Motel At Khuzdar.

The Pakistan Tourism DevelopnteDorporation Management leased one
of its Motels at Khuzdar to a private party at a monthly licence fee of Rs. 10,000
on 1610-1993. Though the party was given various advantages for running the
business of motel at Khuzdar yet he did not pay outstartlieg i.e. Lience Fee.
Resultantly the amount accumulated to the extent of Rs. 423,000 as5i090@.
Further the management did not initiate any legal action for the recovery of
outstanding dues. It can be concluded that the chances of recovery aidintsta
dues are quite remote and PTDC is likely to sustain a loss of Rs. 423,000 on this
account.

The irregularity was pointed out to management through Advance Draft
Para on 16-1998 and again reported to the Ministry concerned through Draft Para
on May7,1999 but no reply was received from the Ministry.



Audit would therefore suggest the following:

i) Legal measures may be adopted to recover the outstanding dues without
further loss of time,
i) Remedial measures to avoid such happening in future may atswpted

Irregular Expenditure Amounting To Rs.3.054 Million On Account
Of Printing By Private Printers.

In PTDC (Head Office) the printing work of various type of tourist
literature valuing Rs. 3053,829 was irregularity got done from Private Printers
instead from M/s. P.C.P. Islamabad in contravention to Government Instructions
issuing vide letter No0.17/41/73E dated Dec: 29,1977.

When pointed out by Audit in July, 1996 the management in its reply of
April, 1988, stated that the work was entrustedompliance with the directives
issued by the ten Prime Minister in its meeting held ofi @ay, 1992, that
publicity material on tourism should be of best quality if high printing
arrangements were not available in Pakistan then for the time beisgjolhi
should be done in Hong Kong/ Singapore?”.
convincing. TP.C.P has the latest printing technology and it is not correct that
their printing was poor. In case of Printing from local private printers N.O.C.
were requiredo be obtained from P.C.P.

Audit would suggest the following:

i) investigate the matter mat appropriate level and fix responsibility on the
person(s) at fault:

1)) avoid such lapses in future and

iii) regularise the expenditure under the order of the compeigartcfal
authority;

Non recovery/adjustment of outstanding amount of Rs. 783,028 from
employees.

In Pakistan Tourism Development Corporation (Head Office) Islamabad a
sum of Rs. 783028 was lying outstanding since 1989 to 1993 against vrious
employees othe formation. It was pointed out by audit in July, 1996 but no reply
was received from the management. The matter was again reported to
Ministry/Management on-%-1999 but no response was received.

Audit would suggest the following:



Matter for non reovery/ adjustment of advances be investigated.

The advances may be recovered from the per
further loss of time.

Remedial measures be adopted for future.

Retention of PTDC vehicles by the Joint Secretary Ministry of
Tourism and Irregular expenditure of Rs. 278.537 on repair and
Maintenance of Vehicles.

The PTDC in January 1993 provided a Nissan Sunny Car No. ID 3198
Delux Model 93 to Joint Secretary Tourism for convention purpose. It was
required to be returned the PTDC’' s Management after the
vehicles was retained by the officer concernedauthorizedly upto March, 1997
and thereafter handed over to Secretary Tourism. The Management of PTDC paid
POL and repair and maintenance expenses of thesshide and id not bother to
ask the quarter concerned to return the vehicle. The total expenditure incurred on
this account by the PTDC upto-311997 worked out to Rs. 278,537. In this
connection the attention of the PTDC Management as well as thaisttative
Ministry was invited to Cabinet Division Government of Pakistan D.O. letter No.
2/24/92 ImplV dated 73-1992. According to which no Minister or Secretary
Head of Department /Chairman of a Corporation /Autonomous/Semi Autonomous
Organization/ Naonalized Institution/ Government, Officer is allowed to
maintain more than one official car.

The irregularity was pointed out to the Ministry Managemef6t9B and
29-9-1999 but no reply was received from the management.

Audit would suggest the floiwing:-

i) The vehicle provided to officer concerned may be withdrawn and no
father expenditure be incurred on its repair.

1)) The entire expenditure incurred upto date may be recovered from the
guarter concerned and progress thereof be intimated to audit.

MALAM JABBA RESORT LIMITED
AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99




Malam Jabba Resort Limited is an unlisted Public Limited company
formed under companies Ordinance, 1984 in Pakistan. The princjpat obthe
company is to provide the facilities of *“V
Malam Jabba, district Swat Pakistan. The project is under disposal/sale through
privatization commission since the year 1990. Early privatization of the Resort i
stressed upon the management.

Work in progress amounting to Rs.52.676 million as dhBMhe, 1999 has
not be capitalized due to the reason that the project would be handed over to the
bidder on “ as is where is Ofthieaywars on di sy
has elapsed, but the matter has remained undecided. Need for early privatization
of the resort is stressed upon.

Fixed assets valuing Rs.35.579 million were shown as possessed by the
Company at the close of the financial year 2998 Fhysical verification of these
assets was not got conducted through an independent agency with the result that
the value of these assets shown in the balance sheet represented merely the book
value as on June 30, 1999. The need to conduct physical veifich all fixed
assets is pressed upon.



MINISTRY OF EDUCATION




NATIONAL BOOK FOUNDATION

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1997-98.

The Foundation is an autonomous body established ualeact of
parliament in 1972. The Foundation is engaged in the trade of books and other
activities relating thereto as envisaged in the aforesaid Act.

The working results of the Foundation for the year 198As compared
with those of the previous yeare tabulated below:
( Rs in million)

S.#| Patrticulars. 199798 | 199697 %age
increase/
(decrease)

1. | Sales. 36.375 | 32.546 11.76

2. | Cost of sale 25.688 23.512 9.25

3. | Gross Profit/Loss 10.687 9.034 18.30

4. | Operating and Financial expensey 12.448 11.274 10.41

5. | Operating loss. (1.760) | (2.240) (21.43)

6. | Other Income. 4.431 4.451 (0.45)

7. | Net Profit/ Loss 2.488 2.211 12.53

8. | Accumulated Loss 20.349 27.444 (25.85)

The above table indicates that the Foundation is perpetually suffering
operational losses. Need to improve the working results is stressed upon .

Stock in trade increased to Rs. 26.62 million during the year-289iom
Rs. 19.00 million as on 36-1997, registering an increase of 40.11%. Need to
reduce the stock in trade the minimum possible limit is stressed upon the
management to avoid blockade of Government funds as well as expected loss due
to deterioration of books.

Trade debts increased from Rs. 8.554 million on June 30,1997 to
Rs. 11.417 million on he 30,1998. This reflect an increase of 33.470%. Efforts
are required to be made to keep the trade debts to minimum possible limit.

Provision for bad debts of Rs.2.465 million has been made in the accounts.
The reasons leading to non recovery need toinwestigated for fixing
responsibility therefore and steps taken for future to ensure timely recovery of
debts.



MINISTRY OF FINANCE AND ECONOMIC
AFFAIRS
(FINANCE DIVISION)




AGRICULTURAL DEVELOPMENT BANK OF PAK ISTAN

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

The Agricultural Development Bank of Pakistan was established under
Agricultural Development Bank Ordinance 1961 by merger of former
Agricultural Development Finance Corporation and Agricalt@ank of Pakistan
in February, 1961 to provide better credit facilities for the promotion, expansion
and development of Agriculture and persons engaged therein. The working results
of the bank for the year 1998 as compared with those of the precediegr are
given here under:

(Rs. in million.)

S.#| Particulars 199899 199798 %age
increase
/(decrease
1. | Credit disbursement. 30175.960| 22362.983 | 34.94
I- General credit to formers 30171.330| 22353.632 | 34.97
ii- Project loan to Agri Business| 4.630 9.351 50.49
2. | Recovery during the year. 25845.207| 18707.353 | 38.16
3. | Income. 10965.588| 8858.224 | 23.79
4. | Expenditure. 9205.052 | 12680.329 | 27.41
5. | Net Profit/(loss) 1760.536 | (3822.105) | -

Administrative expenses for the year in@ed to Rs. 1.956 million from
Rs. 1.841 million as compared with the year 1987registering an increase of
6.25%. Steps are required to be taken to reduce the admn expenses to the
minimum possible limit.

Other assets as on -801999 include income tarefundable and other
taxes (recoverable) amounting to Rs. 9.549 & Rs. 298,505 million. The need for
early recovery of the recoverable amount is stressed upon the management.

An amount of Rs. 6.009 million is lying in suspense account. Need for
early clarance of the amount in question to the respective heads of accounts is
stressed upon the management.



Non Recovery Of Loan Amounting To Rs:0.978 Million From
Chronic Defaulters.

Agricultural Development Bank of Pakistan granted loan to fourdesn
who did not repay even a single instalment since B38No action has so far
been taken by the management either to recover the loan or to fix responsibility
thereof. It is apprehended that due to non pursuance of the recovery of Rs. 0.978
million from chronic defaulters the chances of recovery of loans have become
remote.

The irregularity was brought to the notice of Management through Audit
Inspection Report and Advance Draft Para in December, 1993 but ehe
management failed to recover the outdtag loan of Rs. 0.978 million from the
four loanees upto 36-98. The matter was reported again to the Ministry/
Management on J0Nov. 1998 but no reply was furnished.

Audit would suggest to investigate the matter with a view to :

i) Justify the circuratances leading to non recovery of loan.

i) Fix responsibility against the officers held responsible for the negligence.

iii) Make concrete efforts to recover the loan through land revenue act by
auctioning the properties offered by loanees.

Non Recovery Of Outstanding Loans Amounting To Rs7.640 Million
From A Defaulting Loanee.

Agriculture Development Bank of Pakistan sanctioned a Project loan of
Rs. 9.760 Million on 13-1989 to M/s. Sanam Flour Mills in response to
application of the partydated 129-1989 for setting up a Flour Mills in
Sheikhupura District. Out of total sanctioned loan an amount of Rs. 4.498 million
was disbursed to the party on-294989and 1211-1989 for construction of
building and other Civil Works. The officials of Bamfter their visit to Project
for verification of the utilization of loan reported that the Progress of
implementation of the Project by the loanee was slow and despite issuance of
reminders by Bank Authorities, the loanee had failed to implement thecproj
The loanee did not repay any loan instalment with the result that the outstanding
Bank dues rose to Rs. 7.640 million (Principal amount Rs. 4.498 plus Mark Up
Rs. 3.142 million) on 3®-1995. The Bank authorities referred the case to
Banking Tribunain July, 1995, who awarded decree in favour of Bank ca(®4
1995, but the execution of decree is still pending. Audit holds that the processing



of the loan application by bank authorities was made in haste and loan was
disbursed without proper assessmerit economic viability of project and
creditability of loanee. This has not only jpardized recovery of loan amount,
but the bank has also been dragged into litigation.

The matter was brought to the notice of Management Brivitch, 1996
and 14 Jaruary, 1999. The management in its reply of August, 1999 stated that
the loan was sanctioned by the then Chairman and at this belated stage when the
Chairman is no more ion the Bank’s Service
to why the loan was sanctied on the very next date after receipt of application.
It was further stated that after award of decree in favour of the Bank by the
Banking Tribunal in October, 1995, the Project was put to auction on two
different occasions, but no bid was receivéde above state of affairs reflects
that undue favour was extended to a non deserving, loanee and the Bank is likely
to sustain heavy loss even if it succeeds in execution of decree awarded by
Banking tribunal.

Audit would suggest to-:

i) Investigate the miter regarding sanction and disbursement of loan without
proper appraised .
i) Recover the entire loan alongwith markup accrued thereon.

iii) Adopt remedial measures to avoid recurrence of such cases in future.

Non Recovery Of Revolving Working Capital Loan Amaunting To
Rs.33.641 Million From M/S. Ittefaq Foundries Limited.

Agricultural Development Bank of Pakistan (HO) Islamabad
sanctioned/renewed a working capital loan of Rs.32.500 million to M/s. Ittefaq
Foundries Limited Lahore vide Project Appraisal amtakRce Department letter
dated 2% July, 1993. The working capital loan was repayable on or befbre 7
July, 1994 alongwith mark up. The party was intimated by the Manager ADBP
Model Branch Lahore vide letter dateld Bugust, 1993 that the ADBP (HO) had
allowed renewal of working capital limit of Rs. 32.500 million for further one
year i.e. from 17-1993 to 366-94. The accrued mark up for the period July 193
to June 1994 amounting to Rs. 3.525 million was repaid. The loan was renewed
for another one yeare. July 1994 to June, 1995 without formal request for
renewal and submission of complete legal documentation. In the absence of the
legal documents the further renewal of the working capital loan of Rs. 32.800
million was irregular and is tantamount tmdue favour to the party. As per
recovery statement not a single penny was repaid by the party a6e94L9The



outstanding loan alongwith mark accrued thereon stood at Rs. 33.641 million as
on 3F' August,1995 as per books of the Bank.

The matter s brought to the notice of the management'dda®: 1996,
13-6-1996 followed by reminders on 2498 and 58-98, but no reply was
furnished. The matter was again reported to Ministry/management-#&92®ut
no response was received.

Audit would sugest to :

i) Fix responsibility for non obtaining legal documents before renewal of
working capital loan.
i) Recover Rs. 33.641 million in lump sum from the party or persons.

iii) Adopt remedial measures to avoid recurrence of such cases in future.

Loss Of Rs. 10.86 Million Due To Non Recovery From M/S.Falak
Shair Enterprises (Pvt) Multan.

In ADBP Multan Branch an amount of Rs. 5.176 million was sanctioned
on 172-88 to M/s. Falak Shair Enterprises(Pvt) Multan to set up a Dairy Farm.
The Project became sick dt® mismanagement. Subsequently the firm became
defaulter and the case was referred to the collector Multan Division for recovery
as land revenue. The Managing Director of the firm was arrested and sent to Jail.
However, a sum of Rs. 0.272 million couwdly be recovered and outstanding
balance rose to Rs. 10.626 million as or638B. The chances of its recovery
have became remote as the project has been closed./ Some Assets like Tractors
and Wagons which were registered in the Joint name of ADBP hanfirtn in
guestion have been sold out by the sponsors, but he did not adjust the sale
proceeds towards his loan account. The complaint in this regard was not
registered with police. The branch is likely to sustain a loss of Rs. 10.626 million
on this accant.

When pointed out by audit the management in its reply dateltD-38,
11-9-98 and 28/30L0-99 stated that loan was partially misutilised and that project
in question has been closed and declared as sick unit and recovery of outstanding
dues has noyet been effected as auction of mortgaged property was awaited.
The reply is not tenable as no progress towards recovery could be achieved during
last 10 years and if at all project Assets are auctioned the proceeds are not likely
to be large enough taguidate entire bank liability.

Audit would suggest to-:



i) Fix responsibility on person who sanctioned loan without ascertaining the
financial health of the loanee.

i) Investigate the matter to find out the causes of non recovery.

i) Take effective steps fohé recovery of Government dues through auction
of the mortgaged property.

Loss of Rs. 5.691 million due to irregular remission of interest to the
loanees who miautilized the loan.

In Agriculture Development Bank of Pakistan Model Branch Lahore, a
fixed loan of Rs. 3.00 million and working capital loan of Rs. 4.000 million were
sanctioned by ADBP (Head Office) Islamabad or44B9983 to M/s. Rich Grfen
Seed Industries, Lahore for the establishment of Seed processing plant. The fixed
project loan of Rs2.992 million was disbursed in May 11993 to the party.
Economic viability of the project and Financial position of loanee was not
properly assessed with the result that the amount was misutilized by the loanee
and the project was closed without operation

According to ADBP (Head Office) instructions, the whole misutilized loan
was required to be recovered in lumpsum. Instead, the loan was rescheduled and
the party was also allowed, remission of interest of Rs.5.691 million from the
back date i.e. -¥-85 subject to the condition that fixed loan amounting to Rs.
2.462 million outstanding on 3691 will be repaid within three years upto-31
12-1994 and working capital loan amounting to Rs. 2.194 million would also be
recovered upto 312-1994 to clear thevhole liability. In case of any deviation
the concession of remission was to be with drawn as stipulated in the instruction
regulating remission of interest.

The management could neither recover any amount of loan within the
period nor the facility ofemission was withdrawn.

The irregularity was pointed out to Ministry/Management €31997 and
29-9-1999, but no reply was furnished.

Audit would therefore, suggest to :
) Investigate the matter and fix responsibility for non recovery of loan and

stae reasons for non withdrawal of the concession of remission of interest,
i) Recover the outstanding loan amount under advice to audit and



iii) Action should be taken against those who Ist sanctioned loan without
properly ascertaining the financial health of trertp & secondly, who
rescheduled the loan and thirdly gave concession.



FEDERAL BANK FOR COOPERATIVES.

AUDIT COMMENTS.
ON THE ACCOUNTS FOR THE YEAR 1998-99.

Federal Bank for Cooperatives was established on Oct,9,1976 under the
establishment of the Federal Bank for Cooperatives and regulation of Cooperative
Banking Act.1977. The Principal object of the bank is to provide financing to
meet the credit needs of Provincial Cooperative banks, {Juiti Cooperative
Societies in Pakian, Azad Kashmir and Northern Areas. The Bank earned profit
after taxation of Rs. 14.266 million 199B and sustained loss after taxation of
Rs. 0.778 million in 19989. The working results of the bank for the year
199899 as compared with thosetbe preceding year are given belew:

(Rs. in million)
S.#| Particulars. 198999 | 199798 | %age
increase/
(decreas)
1. Mark up /interest and discount and; 83.484 97.762 (14.60)
return earned
2. Less cost/return on deposit 19.066 20.452 (6.78)
borrowings

64.418 77.310 (16.68)

3. Other operating income. 1.169 1.272 (8.10)
65.587 78.582 (16.54)

4. Operating expensesdministrative 65.942 63.821 3.32

5. Profit/(loss) before taxation (0.355) 14.761 -

6. Taxation. 0.423 0.495 (14.55)

7. Prdit/(Loss) after taxation. (0.778) 14.266 -

8. Un-appropriated profit brought forwar 0.863 0.237 -

9. Prior year adjustments. 1.388 3.360 -

10. Profit available for appropriation 1.473 17.863 -

11. Appropriation to General Reserve  1.000 17.000 -

The operating income including other operating income of the bank for the
year under review decreased by 16.54% as compared with the previous year.
However, the operating expenses increased by 3.32% and the Profit before
taxation of Rs. 14.761 million eamhén 199798 was turned in loss of Rs. 0.355
million in 199899. Decrease in income was due to less loaning to Provincial
Cooperative Banks and cooperative Societies which needs to be increased and
operating expenses should be controlled to show bettérngaresults.



No specific investment is being made against the Generals reserve fund
amounting to Rs. 323.962 million at the close of year 1®®8vhich needs
justification.

The loan and mark up receivable from Agricultural Marketing and storage
Limited (under Liquidation) amounting to Rs. 244.079 million has been
guaranteed by the Government of Pakistan. This amount has been shown as loan
and advances. The borrowing company has no tangible assets and the statement
of affairs as on Sept: 30,19998 betsaid company show net realizable value of
Rs. 27.659 million. Steps need be taken for recovery of bank dues.

Other assets include unauthorized withdrawals amounting to Rs. 9.5
million made by the staff members of Regional Office, Karachi duringiqus
years. The matter is still under investigation on registration of the case with FIA .
Further progress of the case need to be intimated.

Investment of Rs. 115.088 million at the close of the year -B@98as
been shown in the Accounts after makiprovision of Rs. 57.949 million for
diminution in the value of investments made in Frontier Provincial Cooperative
Bank, Baluchistan Provincial Cooperative Bank, Sindh Provincial Cooperative
Bank and Agricultural Marketing and Storage Limited which ngastgfication.

Expected loss of Rs. 2.196 million due to non recovery of Project
Loan.

Regional Development Finance Corporation () Head Office sanctioned
loan of Rs. 1.728 million on March 30,1998 to M/s. Meyva Food Processing
Industries Limited, Swat for setting up a Jam and Marmalade manufacturing unit.
The Project plan envisaged that it will produce 300 M.Tons of Jams and
Marmalade annually and marketing prospects of the product were viewed as
optimistic.

Disbursement of totdban for locally manufactured machinery and
general term finance was completed in June, 1991. Despite revision in repayment
schedule by RDFC, the loanee failed to liquidate his liability and outstanding dues
rose to Rs. 3.196 million on 381995.

Whenpointed out by audit in November, 1995. The management in its
reply of January, 1996 stated that the project could not be completed on schedule
due to dispute amongst the sponsors and when completed could not become
operational as main production shed batfapsed. Although a decree was issued



by Banking Tribunal in favour of RDFC, but the auction proceeds of project
Assets and Collateral amounted to Rs. 1.000 million only leaving a balance of Rs.
2.196 million which is doubtful of recovery.

The manageent in its reply of November, 1997 stated that balance
amount will be recovered from the sponsoring Director through disposal of their
other Assets, but no progress could be reported.

Audit would suggest to :

i) Investigate the factors which led to sametof loan to a noeserving
party.

i) Take steps for recovery of corporation dues from sponsoring Directors
who have, given personal guarantees.



AUDIT RESULTS.
Non Recovery Of Loan Amounting To Rs.2.750 Million

Small Business Finance CorpoaatiMultan Zone disbursed an amount of
Rs. 2750,000 to 12 loanees under NESE/SEP Scheme irO#9%3l the loanees
failed to pay any installment and amount due from the defaulting loanees rose to
Rs. 4.130 million on 3®-96. The staff of branch deputedr feecovery of the
loan, reported that no person of such name was residing in the area and no
business was in existence for which the loan was sanctioned. The amount of the
loan as such is doubtful.

The matter was brought to the notice of Small BusinEsgmnce
Corporation management on-21-1996 and 11-1997 through Audit Inspection
Report and advance para respectively and again through Draft Paral@ 21
1998.

The management in its latest reply dated August, 1998 has stated that
internal audit hasden advised to conduct an independent enquiry and the FIA
has not yet finalized these cases.

Audit would suggest that:

i) The matter relating to sanction of loan on alleged fictitious documents
may be investigated
i) Individual responsibility be fixed.

iii) Steps be taken for recovery of S.B.F.C dues
Non recovery of overdue loan amounting to Rs.1.388 million.

In Small Business Finance Corporation, Peshawar loans amounting to Rs.
850,000/ were disbursed during the period ranging from March 4,1992 to
Decemberl6,1993 under loan Case N0.9366, 9333, 9399 and 9211/5. The loan
cases were to be closed upto the period ranging from January 11,1997 to
February 16, 1998. An amount of Rs. 83,295.00 only has been recovered from the
parties concerned upto December 15319fut no further recovery has been
effected till to date. The outstanding dues against the defaulters have accumulated
to Rs. 13,87,522 as on June 30,1998.

The irregularity was reported to the management through audit report
issued on August 11,,1998. tineir reply dated October, 21,1998 and12799 it
was stated that efforts for recovery

t hr ou



Recovery Tehsildar as arrears of land revenue are being made, but the progress of
recovery has been slow and insignificant.

Audit suggest that:

i) responsibility be fixed to pin point the persons who did not take prompt
action to initiate recovery.

i) Recovery proceedings may be expedited so as to avoid the chances of the

outstanding dues becoming doubtful.
Non recovery of Rs. 7483 million from the different loanees.

In SBFC Chakwal certain loans were disbursed to the different persons for
setting up their business under the various schemes of SBFC but loanees repaid
nothing and went into default. However no action has belentagainst the
defaulters as yet.

The irregularity was reported to the management in June 1998. The
management in its reply dated-8999 has stated that default occurred due to
lack of experience of loanees in respective business. Reply is not @ogvas
recovery should have been initiated irrespective of the cause of default. Non
recovery indicates that management was not in contact with loanees at the early
stages of default, which resulted in accumulation of overdue amount.

Audit would suggesthe following:

1- Fix responsibility on person(s) at fault.
2- Make recovery at an early date.



AUDIT RESULTS

Irregular/ Wasteful Expenditure Of Rs. 1.061 Million On Account Of
Publicity Charges.

In YIPS (HO) Islamabad, M/s. G.S. Associat€arachi approached the
management on April 28,1994 for appointment as Agent for launching YIPS
Advertisement compaign. Accordingly a reference regarding their appointment on
adhoc basis was made to the Press Information Department for approval which
was tuned down by the authority on May 16,1994 with the remarks that the
advertising Agent be appointed on regular basis through an open competition as
per prescribed procedure. The request was repeated for the adhoc appointment
and Press Information Departmexdcorded approval of the publicity compaign
on June 13-94 to 139-94 which was later extended upto-@Q0995.

Violation of laid down procedure for holding an open competition among
the accredited advertising agency reflects that work was awardadattvartising
agency of choice.

The advertising agency was paid Rs. 1.061 million. Under the
circumstances there was reasonable cause to believe that the organization avoided
to follow the laid down procedure and impressed upon the PID to accept adhoc
appointment of pre selected advertisement agency.

The action of the management tantamount to favouritism. Thus the
expenditure was considered irregular and reported to Ministry in March, 1997
and again on -10-99. No reply from Ministry received. The Magyement
however in its reply dated May 23,1997 stated that the matter was under
investigation and is being pursued vigorously.

Instead of reporting progress / results of investigation the management in
its reply of November 22,1999 stated that the firns welected after wide survey
and as a result of compaign the loaning to unemployed youth had increased. The
reply is not tenable a incurrance of an exopenditure of Rs. 1.061 million as
publicity expenses for loaning of an amount of Rs. 2.354 million igustified
form financial properiety view point. Besides the principle of competition was not
adheree to incurrence of expenditure.

Audit would suggest that:
) The matter may be investigated to fix individual responsibility.
i) Remedial measures be adopte@void recurrence of such cases.



AUDIT RESULTS

Non Recovery Of Outstanding Loan Amounting To Rs.2.621 Million
From The Influential Loanees

In HBFC Multan a loan of Rs. 1,200,000 was granted to five inflaknti
persons of Makhdoom Rashid Town in June, 1991. The loanees did not give any
response to repay any installment of loa. Resultantly the Corporation filed Civil
Suit against these loanees in the court and obtained decree against them to
recover the loan Yo auction of their properties. The Management made
arrangements for auction of incomplete constructioned houses49@%and 25
11-97, but no party took interest to purchase these low valued houses.

The irregularity was brought into the notice of maragnt on 04-98.
The management in its reply of June 16,1999 stated that as a result of disciplinary
proceedings one of the officer was censured and inquiry against one employee
was under process. It was further stated that FIR against two defaultirgdoan
was registered with Police, but no such reports could be registered against persons
involved in other three cases. The cost of plot and material in each case was
assessed by the HBFC Authorities at Rs. 80;0@0ich clearly proves that the
Corporationwill sustain heavy loss in theses cases The outstanding amount which
rose to Rs.2.621 million on 3899, is as such doubtful of inflated values of plots
to nondeserving persons has caused loss of Rs. 2.621 million.

Audit would suggest that:

i) The matéer be investigated at higher level to fix individual responsibility.

1)) Recovery be made from the defaulting loanees or the persons found at
fault for bad loaning.

iii) Remedial measures be adopted to avoid such cases in future.

Doubtful Recovery Of Rs. 122820/From Loanee.

HBFC (District Office) Jhang sanctioned a loan of Rs. 75000 to Mr.
Khuda Bakhash Account No.21400288 for construction of hous&“dBc2ober,
1981. The loan was secured against the mortgage of house and was required to be
repaid in 180 mathly Instalment @ Rs. 399per month. It was informed by an
Advocate of Faisalabad to the District Office, Jhang management vide his notice
dated 28 May, 1996 that the house mortgaged by HBFC has ben sold out by the
Banking Tribunal through open auctiowing to the reason that the said loanee



was also the defaulter of the United Bank Limited. Thereafter no recovery was
made and loan stood at Rs. 12282@/on 31 December 1997.

The chances of recovery of the outstanding amount of Rs. 122820/
very doubtful as the house already been sold out by the Banking Tribunal through
auction.

The irregularity was brought into the notice of the management €h 25
1998. The management in its reply o209 and 611-99 stated that the loan
was sanctioned gser HBFC Policy but did not state any reason as to how the
loan was sanctioned against a property already mortgaged with an other financial
institution. As the property has been auctioned in favour of UBL. The chances of
recovery of HBFC dues are doubtful

Audit would suggest to-:

) Investigate the reasons as to why the loan was sanctioned to a defaulting
loanee and how the loan was disbursed against the property which was
already mortgaged with the United Bank Limited.

i) Fi x responsi bidtfaulty on t he person

iii) Recover the outstanding loan of Rs. 122828/ on 31 Dec; 1997 from
the | oanee or from the person’s found r

iv) Adopt remedial measures to avoid such recurrence in future.

S



AUDIT RESULTS

Expected Loss Of Rs. 34.229 Million Due To Non Recovery Of Loan.

In Industrial Development Bank of Pakistan (IDBP) Regional Office
Islamabad a foreign currency loan of Rs. 1.596 million was sanctioned and
disbursed to M/s. Haq Industries (Pvt) Limited endary 1975 for setting up
Semi Worsted Spinning Unit at Islamabad. The loan was recoverable in 10 years
by way of half yearly installments. The project sustained heavy losses right from
its inception and was declared sick unit. The Management of theatynwas
changed with the approval of the IDBP . An amount of Rs. 178,000 has only been
deposited by the borrower since its inception. A suit in court was filed against the
borrower on September 21.1991. An amount of Rs. 38.870 million inclusive of
the inteest was recoverable as on May 1992. According to the assessment carried
out by the IDBP the value of project asset comes to Rs. 4.650 million whereas the
liability of the project comes to Rs. 38.870 million and even if the bank succeeds
in obtaining cours decision in its favour the proceeds of Projects assets are not
likely to liquidate Banks liability.

The matter was reported to the management on March 31,1998 and again
on 1-10-1999 but no reply was furnished.

Audit would suggest the following:

i) Investigates the circumstances under which timely and prompt action to
recover the loan installments when fell due could not be taken,
1)) Necessary steps for realization of Bank dues may be taken.

iii) Adopt remedial measures so as to ensure that the loan are mtme to
economically viable project and
iv) Explain reasons for not taking notice of irregularly as pointed out by audit.



MINISTRY OF FOOD AND AGRICULTURE




PAKISTAN AGRICULTURAL STORAGE AND SERVICES
CORPORATION LIM ITED.

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR ENDED 315" MARCH 1999.

The Corporation was incorporated on®3March 1973 as limited
company. It is engaged in procuring, preserving storing and distributing
agriculture commodities especially wheatiridg the year under review PASSCO
procured 1,051,444 M.Ton of wheat as compared to 790,900 M. ton of wheat
procured during the year 199B. Handling capacity of agriculture commodities

of PASSCO in term of infrastructure and man power is 1.5 million iMuloder
utilization of capacity needs to be justified.

The Corporation earned profit of Rs. 26.647 million (after taxation) during
the year ended 33-1999 as compared to a profit of Rs. 133.254 million during
the previous year. The working results loé torporation given below.:

(Rs in million)

| S# | Particulars 199899 | %of sale| 199798 | %of sale|
1. Sales. 6590.100 100 4413.390 100
2. Cost of sales. 6549.885 99.39 4364.856 98.90
3.  Gross profit. 40.215 0.61 48.534 1.10
4. Allowance for incidatals 1863.195 28.27 1457.386 33.02
1903.410 28.88 1505.920 34.12
5. Operating Expenses. 598.739 9.09 382.976 8.68
Admn & General.
Head office 102.031 1.55 81.751 1.85
Field Offices. 219.870 3.34 187.887 4.26
Financial charges 1030.807 1564 727.415 16.48
1954.447 29.61 1380.029 31.27
6. Operating profit/loss. (48.037) - 125.891 2.85
7. Otherincome 109.084 1.66 80.097 1.81
8.  Profit before taxation 61.047 0.93 205.988 4.67
9. Taxation 36.400 0.55 72.737 1.65
10. Profit after taxatn. 24.647 0.37 133.254 3.02




The above table would indicate that pretax profit of the Corporation
decreased from Rs. 205.988 million in 1988 to Rs. 61.047 million during the
year 199899. This was mainly due to increase in operating andndiah
expenses. Steps need be taken to control the operating and financial expenses.

Trade debtors unsecured increased to Rs 3731.245 million-8r.339
as against Rs. 2437.609 million on-31998 showing an increase of 53.07%
over the previousear. Audit would stress to make strenuous efforts for recovery
of trade debts.

Capital work in progress stood at Rs. 0.713 million as 68-3299.
There has been no progress/ movement in the above account during the last three
years. Need for early cqotetion of the project is stressed upon the management.



AUDIT RESULTS

Irregular expenditure of Rs. 276,560 incurred on PASSCO vehicles
given to Minister and Secretary MINFA.

PASSCO H.O. Provided their two vehicle (LHZ 30Bajero and IDF
5486 Toyota Corolla) to Minister of Agriculture and Secretary MINFAL for their
residental use at Gujranwala and Lahore with un limited petrol ceilling and
incurred an expenditure of Rs. 276,560 (POL Rs. 203,020 and Repairs Rs.
73,540) upd 30-3-1998. Thus due to irregular action taken by the PASSCO
Management the Government has sustained a loss of Rs. 276,560/

The irregularity was pointed out to the management through observation
memo No.4 dt &-98. The Management in its reply dated®98 stated that the
above mentioned vehicles were used for protocol duty by Senior Officers of
Ministry. The Management’'s contention does
used at the residence of Minister and Secretary at Gujranwala and Lahore.
Govenment provides vehicles. Therefore their is no justification for placement of
PASSCO vehicles to the Minister/Secretary. The management in reply to Draft
Para repeated its earlier reply which is not acceptable.

Audit would suggest to-:
i) Recover the irrgular expenditure from the persons held responsible

regarding illegal use of Government Vehicle.
i) Recover the vehicles provided to these persons mentioned above.



MINISTRY OF HEALTH AND SOCIAL WELFARE




MINISTRY OF HOUSING AND WORKS




ENVIRONMENT AND URBAN AFFAIRS DIVISION




PAKISTAN ENVIRONMENTAL PLANNING AND ARCHITECTURAL
CONSULTANTS(PVT) LIMITED.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

Pakistan Environmental Planning and Architectural Consultants (Pvt)
Limited is a Priate Limited Company established by the Government of
Pakistan. The company is engaged in providing consultancy services.

The company earned profit of Rs. 0.700 million in 19%4 Rs.0.795
million in 199596, Rs. 0.419 million in 199687 and sustaineddses of Rs. 4.221
million in 199798 and Rs. 11.413 million in 1998. The working results of the
company for the year 1998 as compared with the year 198 are given
hereunder:

(Rs. in million)

s.# | Particulars 199899 | 199798 %age

increasé

(decrease

1. Professional fee 10.610 15.870 (33.14)

2. Cost of professional fee. 14.268 17.994 (22.70)

3  Gross Profit/(Loss) (3.659) (2.124) 72.27
4. Operating expenses:

i) Administrative 9.186 3.262 181.61

i) Promotional. 0.037 0.035 5.71

5. Operating profit/ (Loss) (12.881) (5.421) 137.61

6. Other Income, 1.484 1.264 17.41

7. Financial charges. 0.016 0.064 (75.00)

8.  Profit/ (Loss) (11.413) (4.221) 170.30

8. Accumulated loss. (2.883)  (0.965) 198.75

The above table indicates tlthe company did not recover even the direct
cost of professional services during the year under review and sustained a gross
loss of Rs. 3.659 million in 19989 as against gross loss of Rs. 2.124 million in
199798. The increase in gross loss was dudettrease in professional fee by
33.14% over the preceding year. The net loss of the company also increased from
Rs. 4.221 million in 19988 to Rs. 11.413 million in 19989. Other increased
by 17.41% over the previous year, yet the main reason folaseia net l10ss is



due to increase in Administrative expenses by 181.60% over the preceding year.
Steps need be taken to increase income by obtaining new contractors.

Administrative expenses of Rs. 9.186 million and cost of professional
services of Rs14.268 million included payment of bonus needs to be justified
when the organization has suffered heavy loss.

Professional fee receivable stood at Rs. 14.878 million and Rs. 0.213
million on 30-6-1999. Steps need be taken for early realization of the
Professional Fee.



MINISTRY OF INFORMATION AND BROADCASTING




AUDIT RESULTS.

Lavish/ avoidable expenditure of Rs. 3.041 million on furnishing and
maintenance of rest house.

Associated Press of Ratan Islamabad hired house No-A3t. No. 31
F.B/1 Islamabad w.e.f. September, 1995 for setting up a Rest House. An
expenditure of Rs. 3.041 million was incurred on account of furnishing the said
house and building rent during the period Sept. 17.19%0v. 11,1996.

There was no budgetary provision for such expenditure and it required
prior approval from the Finance Division as per standing instructions of the
Government.

The irregularity was pointed out to the Ministry onrl@1997 and
thereafteron May,11,1999 through Draft Para but no reply has so far been
received.

Audit would suggest that:

i) Heavy expenditure without any budget provision be justified.
1)) Responsibility be fixed on the persons(s) at fault.

Irregular expenditure of Rs. 8.85 milion through VSAT ACSYS
Services contract valuing Rs. 82.60 million.

Associated Press of Pakistan entered into an agreement with M/s. Acsys
(Pvt) Li mited on Febrwuary 1,1996 for “ VS/
contractor was to install, Commission, Miin certain equipment and to provide
certain services for seven years at Rs. 11,800,p@0/annum. As per schedwule
of the agreement the installation of equipment was required to be completed
within 8 weeks of the receipt of Advance by the Contracitie management
paid Rs. 59,00,000 on February 3, 1996 and Rs.2,950,000 on August 5, 1996 as
Advance aggregating Rs. 8,850,000. The contractor could not install the
equipment even after lapse of a period of one year. Despite the fact that the
agreement fdh financial implication of over Rs. 82.60 million, the approval of
Finance Division was not obtained.

The irregularity was brought to the notice of the management on October
22,1997 and 1:5-1999, but no reply was furnished.



Audit would suggest to :

Invoke penalty clause of the agreement to recover the loss from the
defaulting cont4ractor.

To get regularized the expenditure from the competent financial authority
and

Responsibility\be fixed on the persons at fault.



PAKISTAN BROA DCASTING CORPORATION(HEAD OFFICE)
ISLAMABAD.
AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

The Corporation was established under the Pakistan Broadcasting
Corporation Act. 1973 to provide broadcasting Services for general reception in
all parts of Pakistan and the territorial waters there of and on boardship and
aircrafts and other countries and places for the purposes of disseminating
information, education and entertainment through programmes, which maintain a
proper balance in their subject neattand a high general quality and morality.
The corporation sustained losses of Rs.66.110 million in -B493Rs.19.551
million in 199495, Rs.61.781 million in 19996, Rs.78.143 million in 19987,
Rs.66.433 million in 19988 and Rs.132.870 million ih99899.

The working results of the Corporation for the year 1998&s compared
with those of the previous year are tabulated below:

(Rs. in million)

S.# | Particulars Percentage

increase/

199899 | 199798 | (decrease)

1 Income 668.135 704.770 (5.20)

2 Expenses’ 797.993 771.203 3.47

3 Surplus(deficit) for the year (132.870) (66.433) 100.00
4 Surplus (deficit )carried to

balance sheet. (482.333) (349.463) 38.02

The Income of the corporation for the year 1998 decreased to
Rs.668.135million from Rs.704.770 million in the year 1998 whereas
expenditure for the year 199® increased to Rs.797.993 million from
Rs.771.203 million in the year 199B. The corporation is running mainly on
subsidiary from Government of Pakistan.

Deficit for the year amounted to Rs.132.870 million showing increase of
100%. Accumulated deficit for the year also increased to Rs.482.333 million from
Rs.349.463 million as compared to the year 1987iving increase of 38.02%.



Efforts are required to be mado increase income and control expenditure to
show better results.

Provision for doubtful debts rose to Rs.8.413 million or08a999
against Rs.6.856 million for the year 1998 showing increase of Rs.22.71%.
Reasons for the nerecovery of PBC dueneed to be investigated and steps taken
for early realization of accounts receivables.

In the absence of an agreed statement of affairs showing the assets and
liabilities taken over from the Federal government on December 20, 1972the
opening balancas of the date remained -uerified. The balance due to the
Federal government of Rs.113.373 million and the cost of taken over fixed assets
and the related depreciation charges also remainaenified. Relevant record
needs to made available to the needful.

The Corporation has not carried out any exercise to determine its liability
to pension fund. In the absence of which it cannot be ascertained as to whether
the fund carried in the balance sheet as Rs.102.726 million in adequate. Needful
is required to be done at the earliest.




PAKISTAN TELEVISION CORPORATION LIMITED.

AUDIT COMMENTS.
ON THE ACCOUNTS FOR THE YEAR 1998-99.

Pakistan Television Corporation Limited was incorporated under the
repeated Companies Act 1913(nampanies ordinance 1984) as a public
limited company and is principally engaged in television broadcasting service.
The corporation is also engaged in commercial advertising and has also
authorized by the Government of Pakistan to collect TV,VCR and PBR&nse
fees.

The corporation sustained net loss of Rs. 53.445 million in -P49Bs.
9.511 million in 19495, Rs.218.611 million in 19986, Rs. 156.233 million in
199697 and earned profit of Rs. 29.500 million in 1988, The operating rsults
of the corporation for the year 199® as compared with those of the preceding
year, 199798 are given as under:

S | Particulars. 199899 | 199798 %age
: increase
# decrease
1 Revenue Income.
I- Advertising less discount/commissio 1692.325 1230.385  37.54
ii- T.V. License Fee. 321.871 229.922 39.99
iii- VCR License fee 6.495 5.020 29.38
iv- TBRSA License fee 19,019 8.142 133.59
v- Programme sale a47.777 3.869 1134.87
vi- Public Service Programme 120.000 100.000 20.00

vii- Educational Teleision Programme 00.000 23.035 -
2207.487 1600.373  37.94

2 Operating expenses 1630.979 1335.374 22.14
3 Administrative expenses 397.194 341.846 16.19
4 Financial and other. 2.009 3.442 (41.63)
5 Operating profit/ loss. 177.304 (80.290) -
6 Other ircome 119.334 117.792 -
7 Profit/loss before taxation. 296.638 37.502 -
8 Provision for current taxation. 165.507 8.002 -
9 Profit/loss after taxation 377.232 29.500 -
1 Accumulated loss 31.068 408.200

0



The revenue income of the corporation forykar 199899 increased by
37.94% as compared with the previous year. The increase was mainly due to
income of 120.000 million received from Government of Pakistan on account of
Public Service Programme and advertising income by 133.59%. The corporation
eaned profit after taxation of Rs. 377.232 million in 1998 as against profit of
Rs. 29.500 million earned in the previous years. Efforts are required to be made
to further improve the operational activities of the Corporation.

Capital work in progressiclude amounts of Rs. 55.664 million and Rs.
20.554 million as on June 30,1999 on account of machinery under installation and
assets in transit respectively. Efforts are required to be made to complete/clear
these items of work in progress as early assjibe and to capitalize the same.

Store, spares stood at Rs. 237.747 million as on June 30,1999 as against
Rs. 211.012 million as on June 30,1998. The balances of above items at the close
of year appear to be on higher side resultantly blocking hugdsfwf the
corporation in the maintenance of stores, spares and tools. Need for proper
inventory control is stressed upon.

Provision for obsolescence in fixed assets and stores and spares amounting
to Rs. 34.496 million and Rs. 9.146 million respectivexysted in the accounts
since past year. Need for disposal of obsolete items is stressed upon.

Loan advances, deposits prepayments and other receivables stood at Rs.
361.649 million as on June 30,1999. This amount includes a sum of Rs. 40.571
million incurred on world cup cultural events in the year 19685or which the
case is with Federal Investigation Agency. The amount was not budgeted and
approved by the Board and still remains unadjusted. This point was also
highlighted in the previous years Audibmments, the outcome of the case needs
to be intimated.

Trade debtors at the end of the current year stood at Rs. 1193.824 million as
against Rs. 717.484 million on-81998 showing an increase of 66.391 %. Steps
need be taken for early realizationcofrporation dues.




SHALIMAR RECORDING AND BROADCASTING COMPANY LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR, 1997-98

The company is unlisted Public Limited Company incorporated on

December 18,1974 under the Companies Act 1913(now repeatedds engaged

in assembly and recording of audio and video cassettes including operating
telecasting and broadcasting facilities. Majority of the shares are held by the
Government through Pakistan Broadcasting Corporation , Pakistan Television
Corporaton Limited, National Film Development Corporation Limited and ldara

e-Saqafate-Pakistan apart from shares held by members of the entertainment

industry.

Article-7 of the Audit & Accounts order 1973.

with those of the preceding year are given below:

Inspite of the fact that majority of the shares of the company are held by
the Government the magament of the company refused to entertain the audit by
the Auditor General of Pakistan without plausible reasons in contravention of

The working results of the company for the year 1987as compared

(Rs. in million)

S.No | Patrticulars 199798 | 199697 %age
increase

(decrease

1. Net Sales. 137.881 157.701 (12.57)
2. Cost of sales/ transmission exp. 69.411 65.351 6.21
3. Gross Profit. 68.470 92.349 (25.86)
4, Admn expenses. 33.122 22.771 45.46
5. Selling expenses. 1.708 1.875 (8.91)
6. Operating Profit. 33.640 67.704 (50.13)
7. Financial expenses. 0.367 0.655 (43.97)
8. Other expenses. 0.055 1.106 (95.03)
9. Other income 8.057 11.142 (27.69)
10. Profit before taxation. 41.275 77.086 (46.45)
11.  Provision for taxation. 64.288 36.320 77.00
12. Un-appropriated profit carriec  34.461 80.217 (57.04)

forward.

It would be seen from the above table that the company earned an
operating profit of Rs@640 million during the year under review as against



operating Profit of Rs. 67.704 million during the preceding year registering a
decrease of operating profit by 50.13% over the previous year. The decrease in
operating profit was mainly due to decreassales and increase in cost of sales
and Admn expenses during the current year by 12.57%, 6.21% and 45.46%
respectively over the previous year. Need for controlling the cost of sales and
Admn expenses is stressed upon the management.

Trade debts ineased to Rs. 22.472 million as on June 30,1998 as against
Rs. 16.605 million in the previous year which included doubtful debt of Rs. 0.180
million. In the absence of year wise analysis of the debts prospects of recovery of
the same could not be ascertn Efforts need to be made to effect early
recoveries.

Out of total cash and bank balance of Rs. 39.258 million held at the close
of the year 19988 funds to the extent of Rs. 13.180 million had been kept in the
current account. The trend of keepirg tsurplus funds of the company in the
current accounts needs to be controlled.

Advances deposit prepayments and other receivables stood at Rs. 6.016
million as on June 30, 1998.Included therein a sum of Rs. 2.300 million was given
as advance for joinproduction. Circumstances under which the advance could
not be adjusted/ recovered needs to be explained.

Capital work in progress stood at Rs. 6.379 million as at June 30,1998 as
against Rs. 28.497 million standing at the close of the previous yeantsEdfe
required to be mad for an early completion of the item appearing under this head
so that the same could be capitalized/ transferred to the respective heads of
accounts.



KASHMIR AFFAIRS AND
NORTHERN AFFAIRS DIVISION




NORTHERN AREA TRANSPORT CORPORATION GILGIT.
AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

The company is wholly owned by the Federal government of Pakistan and
was incorporated at Gilgit on Feb 23, 1989 as a private limited comparookt t
over business of Northern Area Transport Corporation(Pvt) Limited( having its
registered office at Rawalpindi) w.e.f. July 01, 1989. The company is engaged in
providing transportation facilities in Northern Area of the country.

The Corporation eardeprofit of Rs.3.630 million in 19994, Rs.2.134
million in 199495, Rs.0.992 million in 19986, Rs.7.076 million in 19967 and
Rs.11.748 million in 199B8.The working results of the corporation for the year
199899 as compared with those of the preegdear are tabulated below:

(Rs. in million)

S.# | Particulars. Percentage
increase/
199899 199798 (decrease)
1. Income Receipts 102.759 90.809 13.16
2. Vehicle Running Expenses
A Fleet Expenses 84.683 74.506 13.66
B Traffic expenses 6.206 6.288 (1.30)
C Workshop expenses 3.157 3.374 (2.90)
94.046 84.168 11.74
3. Gross Profit 8.713 6.641 31.20
4. Other Income 15.416 9.664 59.52
5 Operating expenses
A Admn Expenses 5.124 4.540 12.86
B Financial Expenses 0.023 0.017 35.29
6 Prdit for the year 18.981 11.748 61.57
7 Accumulated profit 29.146 21.252 37.14

The above data would indicate that overall performance of the corporation
was satisfactory. However Admn expenses increased by 12.86% during the year
under review. Effortare required to boost up the income of the corporation and
exercising control on operating expenses.



Prepayment and receivable at the close of the year under review
amounting to Rs.6.121 million(included an amount of Rs.776.082 receivable on
account ofincome Tax deducted at source from the bill. The refund was ordered
by the Honourable Wafaqi Mohtasib, but the corporation has not yet received the
amount. Efforts be made to get the refund from the quarter concerned.

Sundry debtors increased to R&873 million at the close of the year
199899 as compared to Rs.6.316 million at the close of the previous year
registering an increase of 72.15% over the previous year. Effective steps for early
realization of the debts is stressed upon the management.

An amount of Rs.11.066 million was written off and charged to profit and
Loss account during the year 1998. The amount represents students
concession provided in accordance with the government policy. The management
considered that government wilbt pay this amount which was treated as Income
of the corporation. Circumstances due to which the amount could not be
recovered from government need to be justified.



MINISTRY OF LABOUR, MANPOWER AND
OVERSEAS PAKISTAN DIVISION




MANPOWER AND OVERSEAS PAKISTANIS DIVISION.




OVERSEAS PAKISTANIS FOUNDATION ISLAMABAD.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 198-99

Overseas Pakistanis Foundation,afsbbad is a company limited by
guarantee incorporated under the companies ordinance 1984. The objects of the
Company are to advance Social Welfare of the Pakistani workers abroad, their
families and dependents in Pakistan and contributing towards thetensstic
rehabilitation on return. The working results of the foundation (O.P.F) for the year
199899 as compared with those for the year 1987&s given below:

(Rs in million)

S.#| Patrticulars. 199899 199798 %age

increase

(decrease
1. Income 238.418 167.080 42.70
2. Expenditure 184.190 183.817 0.20
3. [Excess of expenditure owi 54.229 (16.737) -

income.

4.  Accumulated Deficit (80.730) (134.310) 39.89

It would be seen from the above table that income of the O.P.F increased
to Rs. 238.4& million during 199899 as against Rs. 167.080 million during the
preceding year. As such OPF income during the year exceed the expenditure by
Rs. 54.229 million. The increase was mainly due to other income which rose to
Rs. 87.735 million as against R47.957 million during 199B8. The
accumulated deficit of the fund stood at Rs. 80.730 million on 30.6.99. Ways and
means needs to be devised to improve the operational results of the foundation.

Long term advances stood at Rs. 85.564 million on 30.6.19%is
include an amount of Rs. 42.974 million due from Kaghan Brick Work Limited.
The recovery of the amount is dependent upon acceptance of CDA to the scheme
of conversion of KBWL land into Agrofarming projects and its successful
implementation. Statusf the scheme and recovery of OPF dues need to be
intimated.



AUDIT RESULTS

Loss of Rs. 1.509 million due to less contribution received from M/s.
Gulshan Spinning Mills Limited.

M/s. Gulshan Spinning Mills, Vehari was registered with EOBI w.e.f.
October 1980 and employer declared 449 Insured Persona-0i PRm No.
31724. The employer is paying contribution for 242 Insured Persons to the tune of
Rs. 24223 per month. Demand and show cause notice for Rs. 315000 on account
of short payment depostéy the employer for the period from 10/80 to 6/89 was
issued on 1411-1991. Thereafter no efforts were made to recover the EOBI dues.
As per physical checking of record by field staff of EOBI it was observed that the
employer is running their unit in ke shifts shaving a permanent staff of 500
workers (each shift). Thus the total workers comes to be 1500, whereas the
employer is paying EOBI contribution for only 242 Insured persons. Thus the
employer is not paying EOBI contribution of r1258 workersieCio will ful
negligence of field staff as well as Regional Office EOBUI was deprived off from
an income of Rs. 1509324 during 1995.

The matter was brought to the notice of Ministry/ Management in
November 1999 but no reply was furnished.

Audit would suggest to-:

i) Recover the resultant loss of contribution from employer or from the
person held responsible for not collection of EOBI dues.
i) State the circumstances under which the account of employer was not

checked regularly in order to ascertdie exact number of workers and,
iii) Streamline the system in order to avoid the recurrence of such event in
future.



MINISTRY OF PETROLEUM AND NATURAL RESOURCES




PIRKOH GAS COMPANY(PRIVATE) LIMITED
AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

Pirkoh Gas Company is a private Limited company incorporated in 1982
under the Companies Act, 1913 (now Companies Ordinance 1984). The company
is engaged in exploration and development of natural gas resources, igcludin
production and sale of natural gas and related activities. The company is the
wholly owned subsidiary of oil and Gas Development Corporation.

The company earned profit before taxation of Rs.819.509 million in-1994
95, Rs.1,134.807 million in 19986, Rs. 1,316.375 million in 19987,
Rs.1252.897 million in 19998 and Rs.730.914 million in 199®. The working
results of the company for the year 198 and 19989 as compared with those
of the previous year are tabulated below:

(Rs. in million)

S# Particulars Percentage
increase/
199899 199798 | (decrease)
1. Sales 1262.077 1720.686 (26.65
2 Production expenses 330.663  364.092 (9.18)
3. Gross Profit 931.414 1356.594 (31.34)
4. General & Admn Expenses 46.869 45.602 (2.78)
5. Financial darges 422.500 418.408 (0.98
6 Workers profit participation
fund 38.469 62.645 (38.59)
423.576  829.939 (48.96)
7 Other Income 307.338  422.939 (27.34)
8 Profit before taxation 730.914 1252.897 (41.66)
9 Taxation 180.632  392.722 (54.01)
10 Profit after taxation 550.282  860.175 (36.03)
11 Accumulated Profit 4170.553 3689.910 (13.03)

12 Volume of Gas sold(MMCF) 40,961.00 47,490.00 (13.75)

The sales of the company for the year under review decreased by 26.65%
whereas the general and admin expsnsereased by 2.78% as compared to the
preceding year. The gross profit decreased by 31.34 and profit before taxation
decreased by 41.66% as compared with the previous year. The volume of gas
sold decreased from 47490 MMCF to 40961 MMCF. Efforts araired, to be



made to increase the sales of the company and control the operating and
production expenses to arrest the decline in profitability.

Although the trade debtors decreased by 31.89% from Rs.3104.170
million in 199798 to Rs.2115.771 million dumy the year 19989, yet the same
is still on high side and need to be minimized. Cash and Bank Balances
amounting to Rs.1073.252 million as at June 30, 1999 included an amount of
Rs.7.778 million kept in current accounts. The funds kept in currentiatsco
need to be minimized to the hairiest minimum level and surplus funds invested in
profit hearing accounts.

Stores and spare worth Rs.1131.512 million at the close of the year 1998
99 includes store worth Rs.2.79m million
i.e.2.797 million at the close of the year 1998. Reasons for which the stores
are lying in transit since long needs to be looked into and efforts are required to
be made to clear the stores in transits without any delay.

Fixed assets and storasd spare aggregating to Rs.1253.896 million were
held by the company as on June, 1999. Physical; verification of these assets was
not done at the close of the year. In the absence of physical; verification of assets
the above amount represented metbky book value of these assets. Need for
conducting physical verification of the assets is stressed upon the Management.

Two loans amounting to Rs.1000.000 million in November, 1997 and
Rs.800.000 million in January 1998 were granted to OGDC Limitelémproper
agreements dated January 14, 96 and December 24, 1996 respectively. These
loans were rgayable in twelve equal monthly installments commencing January
01, 1998 and in four equal quarterly installments commencing January 01, 1999
respectively. These loans carry interest @ 14% and 16.25% per annum payable
semtannually respectively. However, OGDC Limited did not fulfill the terms &
conditions of loan agreement and defaulted both in repayment of loan and
payment of interest on due date. Therh.o&Rs.1000.000 million was repaid on
Sept.27, 1999 and Rs.800.000 million on Sept.28, 1999 i.e. about 10 month after
the due date. Interest amount has not yet been recovered/adjusted from OGDC
which needs early recovery/adjustment.



OIL AND GAS DEV ELOPMENT COMPANY LIMITED

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

Oil and Gas Development Corporation(OGDC) was converted into Oil
and Gas Development Company Limited(OGDCL) on October 23, 1997 and is
deemed to own all the properties, righéssets, obligations and liabilities of
OGDC as on that date. It is engaged in exploration and development of Oil and
Gas resources, including production and sale of oil and gas related activities. The

Corporation, now a limited company, earned net iprafter taxation of
Rs.1,874.278 million in the year 199% Rs.3010.693 million in 19996

Rs.6144.09 million in 19987 Rs.4,484.476 million in 19998 and Rs.4,551.781

million in 199899. The working results of the company for the year 13®&s
compared with those of the preceding year 1:987are tabulated hereunder:

(Rs. in million)

S# Particulars Percentage
increase/
199899 | 199798| (decrease)
1 Net Sales 12501.495 14284.085 (12.48)
2 Other operating revenue 234.262  206.021 13.71
12735.757 14490.106 (12.11)
3 Less Operating exploration
and General Admn EXxp. 8571.719 7669.826 11.76
4 Operating Profit 4164.038 6820.280 (38.95)
5 Add.Other income 603.550 611.435 (2.29)
6 Profit before prior year
adjustment 4767.588 7431.715 (35.85)
7 Prior years adjustment -- (94.990) --
8 Profit before taxation 4767.588 7429.508 (35.83)
9 Provision for taxation 215.807 2945.032 (92.67)
10 Profit after taxation 4551.781 4484.476 1.50
11 Accumulated profit 23463.120 18950.420 23.81

The sales of the company for the year under review decreased by 12.48%
whereas the operating , exploration and general & Admn. Expenses increased by
11.76% as compared to the preceding year.
38.95% and profit before taxatiaecreased by 35.83% as compared with the

The operating profit decreased by




previous year. Efforts are required to be made to increase the sale of the
Company and control the operating expenses to arrest the decline in profitability.

Stores and spares inventories were valued at Rs. BB2xllion as on
June 30, 1999. An amount of Rs.675.160 million for obsolete and slow moving
items has been provided in the Accounts for the year under review. Need for
early disposal of these items and strict inventory control is emphasized.

Trade déts as on June 30, 1999 amounted to Rs.9481.885 million. The
amount of trade debts has been shown after provision for doubtful debts
amounting to Rs.22.589 million which worked out 0.24% of trade debt. Major
amount of Rs.9246.588 million is recoverablenir associated undertakings.
Efforts are required to be made to recover these debts early.

Loans, advances, deposits, prepayments and other receivables as on June
30, 1999 increased to Rs.2621.350 million as against Rs.2030.765 million at the
close of he previous year registering an increase of 22.53%. The amount has
been shown after making provision of Rs.17.323 million for doubtful amounts.
The amount includes an amount of Rs.574.544 million on account of Income Tax
refundable and Rs.61.376 millioon account of claims receivable. The
receivables need early recovery to avoid loss on this account.

The sale of Gas and High Speed Diesel Oil decreased during the year
under review as compared with the previous year.

Product | Gross Oty sold 989 199798 Unit % decrease
Gas 115,967.482 124,363.20(Q MCF (6.75)
HSD Oil 88,235 100,890 Barrels (12.54)

The decrease in sale of products of the company needs to be looked into
by the management and efforts made to boost up the sales in the coming years.
Captal work in progress as on June 30, 1999 stood at Rs.10,897.715 million
which includes an amount of Rs.9,005.627 million on account of UCH Gas
Project. Efforts are required to be made to complete the project early.

Depreciation of Aircraft having writte down value of Rs.1.986 million
was not charged for the year under review which needs justification. The
accounts for the year under review were not yet approved by the Board of
directors of the Company.



AUDIT RESULTS

Expected loss of Rs. 14.239 miin due to non receipt of store items
since long.

In Oil & Gas Development Corporation (H.O) Islamabad various store
items valuing Rs. 51.703 million were shown under the head store and stock in
transit since 19883. The receipt of store was not beingrgued by the
Management. As such it is expected that either such items were received short or
lost during transit and the Management did not bother to pursue it since then.

When pointed out by audit in Feb: 1996 the Management constituted a
Committee tgprobe into the matter. The management stated in reply23h998
that an amount of Rs. 37.464 million had been adjusted leaving a balance of Rs.
14.239 million. These entries which related to the year -B3Banward are not
likely to be adjusted/recovate

Audit would suggest to-:
i) investigate the reasons for non clearance of the said account since long.

1)) Fix responsibility on the persons at fault and
iii) Make good the loss by effecting recovery from the defaulters.



SUI NORTHERN GAS PIPELINES LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR ,1998-99.

Sui Northern Gas Pipe Lines, Limited, is a Public Limited Company
incorporated in 1963 and listed with Karachi, Lahore and Islamabad Stock
Exchanges. The principal activity of the ccany is the purchase, purification,
transmission, distribution and supply of natural gas and marketing of liquefied

Petroleum Gas (LPG).

in 199798, and Rs. 810.708 million in 199®. The working results of the
company for 19989 as compared with those of preceding year are given below:

The Company earned ptax profit of Rs. 691.829 million 19995, Rs.
765.926 million in 19986, Rs. 644.798 milliom 199697, Rs. 713.084 million

( Rs in million)

S.#| Particulars 199899 199798 %age
increase/
(decrease
1. | Gas Sale Quantity MMCF 253104 231556 9.30
Gas value 20577.266 18738.847 9.81
2. | Add/Less Gas developme| 1665.855 984.977
surcharge
3. | Net sales. 18911.411] 19723.824
4. | Cost of sales. 11088.152 12328.687
5. | Operating cost excluding| 2483.694| 2521.583 (1.51)
depreciation
6. | Depreciation. 2277.888 2080.790
7. | Profiton LPG 7.671 3.546
8. | Net gain on sales of fixed asset 6.927 11.438
9. | Other Income. 749.775 778.181
10. | Financial charges. 3462.516/ 3258.039 6.27
11. | Other charges. 42.689 38.277
12. | Profit before tax 810.708 713.084 13.70
13. | Profit after tax 425.53 385.454
14. | Earning per share. 1.13 1.02
15. | Current assets. 10401.841 14270.466
16. | Current Liabilities. 14802.008 18923.300
17. | Current ratio 0.70:1] 0.75:1




The above data would indicate that quantity of gas sold increased to
MMCF 253,104 in 19989 from MMCF 231,556 in the preceding year. The
company earned profit before tax for Rs. 810.708 million during the yeard®98
as against preax profit of Rs. 713.084 million during the year , 1988 which
may be attributed to (I) decrease in cost of sale and increase in sale volume. The
operating cost decreased from 2521.583 million in 19®70 Rs. 2483.694
million in the year, 19989, butremuneration to Executives increased from Rs.
103.764 million in 19908 to Rs. 142.607 million in the year, 1998 which
was due to increase in number of Executives from 279 in-289@ 398 in 1998
99. Since the differential margin representing th@wamh of Rs.1237.935 million
on 30f June, 1999 was recoverable from Government on account of tariff
allowed to meet the covenanted rate of return which is not less than 17.50% the
management may control the expenses to the barest possible limit to ensure
earning of guaranteed profit.

Trade debts amounting to Rs. 5207.580 million were recoverable®™n 30
June, 1999. These debts included doubtful debts of Rs. 1050.409 million. In the
absence of yeawise analysis report of debtors the ages of theses deloid not
be ascertained. In order to avid loss due to these doubtful debts, the factors
rendering these debts doubtful need be investigated and recovery effected at the
earliest.

The Stores and spares stock amounting to Rs. 676.353 million stored o
30" June, 1999. In view of annual consumption of stores and spares for Rs.
137.196 million, the stores and spares is on higher side which is sufficient to meet
the requirement for about 5 years. In order to relieve the organization of heavy
financial buden due to financial charges and losses due to obsolescence the stores
and spares balances need be minimized to the barest possible limit.

In view of adverse financial position, the liquidity position of the company
is not satisfactory. The currentsas of the company were on decreasing trend.
The current assets decreased to Rs. 10401.841 million in the year99,988
against Rs. 1427.466 million in the year, 1887 The current ratio 0.75:1 in the
preceding year. The liquidity position need bmproved through efficient
financial management to improve the profitability of the company.



AUDIT RESULTS

Infructuous expenditure of rs.59.380 million on recruitment of
management trainees under political expency.

The Board of Directors of SNGPIn its meeting held on October,2, 1994
sanctioned 30 posts of management Trainees in Edecutive Cadre of the company
for a period of two years at a monthly stipend of Rs. 6000. Subsequently the
Board was informed in its meeting dated March 28,1996 thainsty 30
sanctioned posts of Management Trainees, The company has issued appointment
l etter to 503 Management Trainees under
the problem of unemployment. As such the Board sanctioned 550 additional posts
oif ManagementTrainees./ Against 580 sanctioned posts the management
recruited 471 Management trainees during the period from September 20, 1995 to
november 4,1996. The SNGPL had neither any training Institute nor proper
facilities for the seating arrangement for sudarge number of trainees.

In November, 1996 the company Management terminated the services of
419 Management Trainees due to various reasons. There was a likelihood that
services of these 52 Management Trainees would also be terminated on
completion of the contract period of two years. The company incurred an
unnecessary and infractuous expenditure of Rs. 59.380 million on these
management trainees.

The management in its reply of november 26, 1998 stated that Board of
Director of the Company was resgiie to manage, control and run the affairs of
the company and 580 positions of management trainees were approved by it. It
was further added that the management could have effectively utilised the
services of these trainees had these been no ban oitmeaitu The reply is not
tenable as services of 419 management trainees were terminated immediately
after the fall of the then government in November, 1996 which shows that the
trainees were appointed apparently political considerations and in violati@m of
on recruitment.

Audit would suggest that:

i) Infructuous expenditure of Rs. 59.380 million on the induction of
management trainees be regularized.
i) Measures be adopted to avoid recurrence of such cases in future.

Pilferage of Gas by Industrial unitsRs. 183 million



In Sui Norther Gas Pipeline, Limited 9 Industrial Units (Non consumers )
were involved in pilferage of gas at large scale and an amount of Rs. 95.183
million was appearing in the accounts of the company as 66-13®8 as
recoverable sm these nowonsumers. The company however did not initiate any
proceeding against the parties involved in pilferage of gas. When pointed out the
management in its reply of 80Nov. 1999 stated that concerted efforts were made
to detect the pilferage @jas and the recovery was being pursued in the courts.
The replies not acceptable as no progress towards recovery could be achieved.

Audit would suggest that:

) Details of cases registered against defaulter together with amount
recoverable be made knowmadudit.

i) Steps be taken to minimise gas pilferage.

iii) All out efforts be made to effect recovery from the defaulting parties.

Expected loss of Rs. 17.447 million dueto non recovery of gas charges
from defaulting consumer.

In Sui Northern Gas Pipelines Lirad Islamabad an Industrial consumer
defaulted in payment of gas bills since Jan:1995. Despite the fact that
M/s.Kaghan Bricks Work Limied did not pay the monthly gas bills S.G.N.PL
continued uninterupted supply of gas for 20 months without initiatitygaation
for recovery. The gas was finally disconnected o 02896 and outstanding
dues against the defaulting consumer accumulated to Rs. 17.447 million upto the
date of disconnection. As neither any security is held by SNGPL nor appropriate
steps hae been taken recovery from the defaulting company dues is doubtful.
The matter was reported to Ministry/managementord@%999 and 1711-1999
but no reply was furnished.

Audit would suggest that:

i) Responsibility for not disconnecting the gas supplgefaulting consumer
for 20 months be fixed.
i) Steps be taken for recovery of company dues.

iii) Remedial measures be adopted for future and
iv) Reasons for non response to audit observation be also intimated.



Loss of Rs. 23.208 million on new stores and spardsclared scrap by
the management.

The management of Sui Northern Gas Pipe Lines Limited (SNGPL)
purchased stores and spares worth million of rupees in the past, out of which
stores and spares worth Rs. 23.208 million lying un consumed since purchase had
ben declared as redundant/scrap by the management and approved for disposal
through tender enquiry. This showed that stores in question were purchased
without any requirement and demands
amounting to Rs. 23.208 million reximed blocked. The company is likely to
sustain heavy losses through auction of the New Stores as scrap.

The matter was brought to the notice of local management -Gn1399,
1510-1999 and 1711-1999 but no reply had been received so far.

Audit would suggest to:

i) state the reasons/ circumstances under which stores and spares worth
millions of rupees were purchased without any requirement.
i) Fix the responsibility on the persons for poor investory

managemen/unjustified purchases
iii) Adopt measures for thdisposal of these stores and spares to save the
company from furt

V) her loss due to deterioration of stores; and
Vi) Reasons for not taking notice of irregularity on the instance of audit be
also explained.

Loss of Rs. 3.570 million on account of loss billgpnto m/s. Chaudry
Sugar Mills, Gojra.

Sui Northern Gas Pipe Lines, Area Office, Faisalabad billed 16788 HM 3
Gas consumption to M/s. Choudhry Sugar Mills Gojra for the period March to
May,1998 as against actual Gas aggregating to 26605 HM3 that hastl pass
through SMSdurng the period. Thus 9817 HM3 gas was short billed to the
consumer and the Sui NorherGas Pipe Lines Limited had to sustain a loss of Rs.
3.520 million (9817 HM3 x Rs. 363.66 per HM3 ) on this account.

The irregularity was pointed out the management on 2099, 1510-99
and 1711-99 but no response has been received so far.

a
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Audit would suggest that:

i) reasons for short billing be stated.

1)) Amount of short billing be recovered from the consumer.

iii) Reasons for not responding to draft paralse intimated.

iv) Disciplinary action be taken against persons responsible for short billing.

Loss of Rs. 2.473 million due to wmecessary purchase of stores.

In Sui Norther Gas Pipe Lines Limited , Islamabad store, thermo glass and
fibre glass storegaluing Rs. 2.473 million were lying unconsumed since the date
of their procurement in September 1996. The material was no more required for
further consumption and is likely to become obsolete with the passage of time.
Timprudent inventory management Wwitsult into heavy loss to the company .

The irregularity was brought to the notice of management ef04%® and
17-11-99 but no reply was furnished.

Audit would suggest that:

i) The matter relating to imprudent inventory management be investigated
and responsibility fixed for unecessary procurement of stores.

i) Steps be taken to dispose of the surplus stores with the approval of
competent authority and

iii) Reasons for not taking notice of irregularity pointed out by audit be
intimated.



AUDIT RESULTS

Non recovery of Rs. 84,170 from the joint secretary Ministry of
Petroleum and N.R.

Pakistan Mineral Development Corporation, Islamabad arranged one air
ticket and US$2000 (Total Pak Rs. 84170) to meet the tour expenses of Mr.
Aftab Ahmed Shalthe then Joint Secretary Ministry of Petrolium and Natural
Resources Islamabad during May, 1996 who had tgo accompany a delegation to
Kazikastan. The payment was made on the advice of Ministry of Petrolium and
Natural Resources vide their letter No. 6(68)TA dated 265-1996. The
Ministry had informed that the visit was to be sponsored by Sui Northern Gas
Pipeline Limited and payment made by PMDC will be reimbursed by the
organization. When contacted by PMDC the SNGPL reported that they had also
made ayment to the officer and debit note of PMDC was not accepted. Thus the
officer received double payment. The PMDC authorities contacted the then Joint
Secretary concerned through the Ministry of Petroleum and Natural Resources
for refund of Rs. 84170 btihe amount inquestion was not refunded by him.

The irregularity was pointed out to Ministry/ Management on April
29,1998 and September 1999 but no reply received. He Management of PMDC in
its reply of 1612-1999 stated that the matter is being pursuexind progress
coud be achieved during last 3 years it is unlikely that PMDC will get refund of
the amount paid.

Audit would suggest the following:

i) Fix individual responsibility on the person(s) who had authorised the
payment and

i) Recover the amount frorthe person who had actually utilized the air
ticket and US$ 2000 on the advice of Administrative Ministr

Non recovery of custom duty and octroi charges amounting to
Rs.0.790 million

The PMDC Salt Mines Warcha two Front End loaders were imported from
China, against letter of credit dated93®€2 and 311-97 at a total cost of Rs.
289519. A sum of Rs. 789519 was paid as Custom Duty and Octroi charges by
the PMDC Karachi office on behalf of PMDC Warcha o 2une, 1997.
Although both the payments were neflable, but the management failed to obtain
the same.



The irregularity was pointed out by audit to the management 8h 19
June,1999. The management in their reply datéd Q&pt, 1999 stated that a
certificate to the effect that PMDC Salt Mines Warthasituated outside the
municipal Limits of the M.C. Khushab has been obtained from M.C. Khushab and
sent to PMDC office Karachi for refund of octgori charges of Rs. 70,000. It was
stated that refund of custom duty of Rs. 719517 through Karachi Offiddl is s
under correspondence. The reply is not acceptable because no progress could be
achieved in 2 years.

Audit would suggest to :

i) Investigate the circumstances under which refund of octroi and custom
duties could not be obtained.
i) Make concrete effortor an early recovery of Rs. 0.790 million; and

iii) Adopt remedial measures to avoid such situation in future.

Loss of Rs. 965,684 due to supply of blasting powder/safety fuse to
miners at subsidized rates.

PMDC Salt Mines Kalabagh and Warcha Purchaseditgp®owder and
safety fuse at higher rates, but the same were supplied to the Miners at subsidized
rates. As a resut of supplying the blasting powder/safety fuse at subsidized rates
the Corporation had sustained a loss of Rs. 965,684 (Kalabagh Rs. 3&86¢295
Warcha Rs. 610,389) on this account.

The irregularity was pointed out to the management through Advance
Draft Para on 130ct. 1998 and™® Nov. 1998. In reply dated T@Dec. 1998 and
17" Dec.1998 it was stated by the management that issue ddsae at
subsidized rates to registered Miners had been in practice since WPIDC period.
The reply is not tenable because no specific rules/orders were produced by the
management under which the blasting powder /safety fuse supplied to the Miners
at subsiized rates.

Audit would suggest to-:

) Investigate the reasons/ circumstances under which the blasting powder
and safety fuse were supplied to the Miners at subsidized rates;
i) Fix responsibility on the persons(s) found responsible;and

iii) Recover the loss d®s. 965,684 from the Miners or person(s) at fault.



Expected loss of Rs. 318,372 due to irregular appointment of daily
wages staff.

In PMDC Salt Mines Kalabagh daily wages employees were appointed
during the year 19967 for performing the duties ofb&ding/unloading and
carriage etc. Although it was the responsibility of Miners to do the said job under
a contract awarded to them. Thus PMDC Salt Mines Kalabagh had sustained a
loss of Rs. 318,372 due to irregular appointment of daily wages staff.

The matter was reported by audit to the management dhd&ober,
1998 through Advance Draft Para. The management in its reply datéd 16
December , 1998 stated that the loading /un loading and hauling of tube was the
responsibility of site management dyithe year 19987. Therefore, the said
jobs were got done departmentally through regular and daily paid workers. It was
further stated that the work of main Mine was not on contract basis during the
year, 19967. During verification in May, 1999 it wasbserved that these
workers were engaged on daily wages basis since long. The Miners working at
Main Mines of Kalabagh are also contractors for salt extraction because of having
permanent property rights of these mines. As per contract the loading/ugloadin
and hauling is the responsibility of miners, but certain work was done
departmently. The management in its reply of1201999 stated that an inquiry
committee has been constituted.

Audit would suggest to :

Investigate the matter and fix responstlgilon the person(s) who appointed the
Daily wages staff at the cost of PMDC Salt Mines Kalabagh.

Recover the loss of Rs. 318,372 from the persons found responsible and

Adopt suitable measures to avod such losses in future.



MINISTRY O F PLANNING AND DEVELOPMENT




PAKISTAN INSTITUTE OF DEVELOPMENT ECONOMICS
AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.
The working results of the institute for the year 1:998as compared with

those of the preceding yeare given hereunder:

(Rs. in million)

S.# | Particulars. 199899 199798 %age
increase

(decrease

1. Income 38.205 39.003 (2.05)
2. Expenditure 35.375 36.554 (3.23)
3. Excess of income over 2.830 2.449 15.56

expenditure

4. Government Grant. 19.555 23.000 (14.98)

The income of the institute decreased from Rs. 39.003 million in-2897
to Rs. 38.205 million in 19989 registering a decrease of 2.05% . Efforts are
required to be made to increase income from studies and income from publication
to make the institute self sufficient in order to minimize dependence on
Government grant.

Publication stock at the close of the year under review stood at Rs. 1.741
million as against Rs. 1.834 million on-Ba1998. The distribution of Publication
stack is not satisfactory and efforts needs to be made to further reduce the
publication stock.



MINISTRY OF INDUSTRIES AND PRODUCTION




UTILITY STORES CORPORATION OF PAKISTAN (PVT) LIMITED

AUDIT COM M

ENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99.

The company was incorporated on September 3,1971 as a Private Limited
Company. The company is principally engaged in providing items of daily
consumption at comparatively cheaper prices through its retail ctanes
operations. The corporation earned a profit of Rs. 129.234 million during the year
199192 to 199495 and sustained losses of Rs. 595.673 million during the year
199596 to 199798. The working results of the corporation for the year 1998

as conpared with those of the preceding year are given as under:

(Rs. in million)

The corporation sustained a net loss of Rs.125.682 million during the year
under review and its accumulated loss ras&$. 591.509 million on 36-1999.
exceeded
its total liabilities exceeded its total assets by Rs. 779.317 million as on June
30,1999. The poor financial state of affairs lead #dbnclusion that survival of
the company is doubtful. Steps need be taken to make the company a viable

The company’ s | iabi

organization.

A sum of Rs. 6394 million has been shown as payable to M/s. United
Fisheries (Pvt) Ltd., Karachi on account of rental charges for enedyApril,
1996 to January 1998 in respect of two cold storages hired by the Corporation
without any agreement. The reasons for hiring storages without any formal

agreement need to be explained.

l i ties

S.# | Particulars 199899 199798 %age
increase

(decrease

1. | Sales. 1951.944, 2683.283 (27.26)
2. Cost of sales. 1768.326 2563.862 (31.03)
3. Gross Profit. 183.618  119.22 +53.76
4. Selling & Distribution expenditure 413.564  540.037 (23.42)
5. Administrative expenditure 23.526 26.924 (12.62)
6. Financial expenses. 112.512 56.373 99.58
7. Other income. 51.116 26.753 91.07
8. Profit(Loss) before taxation. (314.868) (477.159) 3.01
9. Profit (Loss) after taxation. (325.682) (102.771) (477.51)
10. Accumulated profit/loss. (593.509) (102.771) (477.51)

c

u

r



Operating assets include lease hold improvements worl29RB90
million in shopping Malls at Islamabad and Karachi which have since been
vacated. Net realizable value of the same needs to be assessed and accounted for.

Plan and machinery valuing Rs.897.014 are no longer useable at Roti
Plant, Karachi. Managment has not taken appropriate steps for their proper
accounting in the accounts of the USC which is pointed out.

Advances, deposits, ppayments and other receivables stood at Rs.
248.866 million on 3@5-1999 compared to the previous year of Rs. 3,358
million. The balances have been arrived at after making a provision of R. 120.774
million during the year under review on account of doubtful advances and other
receivables.

Matter relating the heavy provision for doubtful needs investigation.
Reslution of disputes and recovery of long outstanding dues is stressed upon.

Capital work in progress stood at Rs. 31.987 million o16-3®99. There
has been no movement in this account during the last two years. Need for early
completion of the proje@nd its capitalization is stressed upon.



AUDIT RESULTS

Pilferage of cash due to deliberate delay in revision of rate in cash
register/machinery of USC outlets.

U.S.C (H.O) Islamabad revised the subsidized raseigér in July, 1997
for accounting purpose, but the said rates were not changed in the Machines
installed at the local outlets for nine days charging the consumer Rs. 21.50 Per Kg
instead of Rs. 21.00 per Kg. The surplus cash for the intervening period was
pilferage by the employees concerned of the formation. The relevant record i.e.
inner roll of the cash machines were also missing.

The irregularity was brought to the notice of the Ministry through Draft
Para on may, 11,1999 but despite lapse ofrfieaths no reply has been received.

Audit would suggest that:

i) Extra cash generated and misappropriated by concerned staff at all local
outlets of USC during 1996 and 1998 may be worked out.
i) The amount may be recover afterfifinpom t

responsibility thereon;
iii) Remedial measures be adopted to avoid such recurrence in future.

he

de



GHEE CORPORATION OF PAKISTAN

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1997-98

The Corporation was registered as a Private Limited companig dnltly
owned by the Federal Government. Its functions are to control and manage
Vegetable Ghee Units owned either as subsidiaries or projects and to assist to the
extent called upon, in carrying out the policies of the Government in this sphere.

The Corporation include its projects sustained losses of Rs.7.986 million
in 199394 Rs.161.225 million in 19985 Rs.276.966 million in 19996
Rs.174.862 million in 199687 Rs.98.555 million in 19998.

The working results of the corporation including pi®jects for the year
199798 as compared with the previous year, 219%96@re as under:

(Rs. in million)

S.# Percentag
e
199798 199697 | increase/
(decrease)
1 Income

(i) Dividend 0.219 0.183 19.67
(i) Admin Charges 37.065 60.000 (38.1)
(iii) Misc. 0.172 7.824 (97.80)
Total 37.456 68.007 (44.92)

2. Expenses
i) Administrative 37.233 53.928 (30.96)
i) Financial (0.056) (0.434) (87.10)
37.177 53.494 (30.50)
3. Profit for the year 0.279 14.513 (98.08)
4. Loss before tax#on (98.555) (174.862) (43.64)
5. Accumulated loss (750.718) (652.148) 15.11

It would be seen from the above table that accumulated losses have since
been increased from Rs.652.148 million as off 30ne, 1997 to Rs.750.718
million as on June, 30, 98. It is therefore, suggested that early winding up of
the G.C.P. Units is stressed upon the management.



The accounts of Rs.601.294 million has shown as due from privatized
units but this amount remained unverified/unconfirmed from the respective
managment. The confirmation of this amount from the concerned units is
stressed upon the management.

The Accounts have not yet been approved by the Board of Directors.
Needful may be got done now and resultant charges if any intimated to audit for
furtheraction/comments.



AUDIT RESULTS

Non recovery of long outstanding dues from the Privatised Ghee Units
amounting to Rs. 918.889 million.

Twelve Ghee Units of Ghee Corporation of Pakistan have been
Privatised/ sold out to arious parties, but a sum of Rs. 918.885 million
outstanding against these units could not be recovered since long. The chances of
recovery of the long outstanding dues from the new owners of these units are
remote and Corporation will have to sustainsslof Rs. 918.885 million.

The matter was reported to management -dri-2998. The management
in its reply of 311-99 stated that 6 units were privatized without Ghee
Corporation of Pakistan liabilities and these liabilities are to be picked up by
Privatization Commission. In case of other 6 units liabilities of Ghee
Corporation of Pakistan were transferred to the new buyers who have become
defaulters. In three cases involving liability of 163511 million, the view of above
position audit holds that regery of Ghee Corporation dues is doubtful.

Audit would suggest to-:

i) State reasons for not obtaining Guarantees of sale guard Ghee
Corpooration interest.
i) Furnish the age wise detail of outstanding dues and

iii) Take effective steps to recover the outstag@mount.



SARGROH VEGETABLE GHEE AND GENERAL MILLS.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

The Sargroh Vegetable Ghee & General Mills Faisalabad is wholly owned
by the Ghee Corporation of Pakistan (Pvt) Ltd., It is eadag the business of
Manufacturing and sale of vanaspati ghee, laundry soap and allied products. Its
accounts are consolidated with the Ghee Corporation of Pakistan (Pvt) Limited.

The operation of the Mills was closed in May, 1997 under the ordéeof t
Federal Government for its privatization and all employees except Skeleton staff
have been relived under Golden Hand Shake Scheme and Voluntary Separation
Scheme in October, 1997. The Mills sustained losses of Rs. 127.641 million in
196:97,Rs. 83.263 ttion in 199798 and Rs. 11.008 million in 199®. The
working results of the mills for the year 1998 as compared with those of the
previous year 19998 are tabulated below:

(RS in million)

S. | Particulars. 199899 199798 %age

# increase

(decrease

1. Sales. - 1.592 (100)

2. Cost of sales. - 1.483 (100)

3. Gross profit. - 0.109 (100)
4. Operating expenses.

i- Administrative. 1.126 2.482 (54.63)

ii- Fixed Expenses. 1.724 10.900 (84.18)

iii - Selling & Distribution. - 0.474 (100)

iv- Financial charges. 8.385 70.081 (88.06)

11.235 83.937 86.61

5. Operating profit(loss) (11.235) (83.828) (86.60)

6. Otherincome 0.227 0.565 (59.82)

7. Profit (loss) for the year (11.008) (83.263) (86.78)

The above table would indicatBat mills sustained loss of Rs. 11.008
million during 199899 as against the loss of Rs. 83.263 million in the previous
year 199798. The decrease in loss by 86.78% was not due to improvement in the
working results but due to closure of operation of thiesrsince May, 1997 for its
privatization. The current liabilities of the mills have exceeded its current assets



by Rs. 532.530 million as on June 30,1999. The survival of the Mills is as such
doubtful and early privatization of the mills is stressed.

Stores and spares stood at Rs. 1.418 million as on June 30,1999 included
chemicals, packing material and consumable stores worth Rs. 1.078 million ,
which are deteriorating with the passage of time. Early disposal of these stores is
stressed upon the mareggent.

Trade debtors which stood at Rs. 1.284 million on June 30,1998 showed
no movement during the year 1998. It included Rs. 1.261 million against
utility stores corporation. Early realization from USC is stressed.



A & B INDUSTRIAL GASES LIMITED

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1997-98

The Company was incorporated as a Private Limited company and
converted into Public Limited company in 1985. It is engaged in manufacturing
and sale of Vanaspati Ghegundry Soap and their fproducts.

The Operation of the company was closed on May 16, 1997 under the
order of the Federal Government for its privatization and all the employees except
skeleton staff have been relieved under Golden Handshake/voluntamnatsap
Scheme in October,1997. The company sustained losses of Rs.105.439-in 1994
95, Rs.167.255 million in 19986, Rs.126.419 million in 19987, Rs.96.231
million in 199798 and Rs.13.238 million 1998. The working results of the
company for the yar 199899 as compared with those of the previous year-1997
98 are tabulated below:

(Rs. in million)

Percentage
increase/
Unit | 199899 | 199798 | (decrease)
1 Rated Capacity M.Ton 21,500 21,500 -
2. Actual production M.Ton - -- --
3. Sales Rs(M) 0.063 4.942 (98.73)
4 Cost of the Sales “ 0.063 4.338 (98.55)
5. Gross profit(loss) “ -- 0.604 (100)
6. Expenses pertaining to
inoperative Ghee units “ 1.257 7.382 (82.97)
7. Pre operating
Profit(Loss) “ (1.257) (6.778) (81.45)
8. Operating Expenses
a)  Administrative “ 4104 10.010 (59.00)
b). Selling & distribution “ -- 0.233 (100)
C) Financial “ 8.190 80.111 (89.78)
12.294 90.354 (86.39)
9.  Operating profit(Loss) “ (13.551) (97.132) (86.05)
10. Other Income “ 0.313 0.901 (65.26)
11. Profit(Loss) for then yeal “ (13.238) (96.231) (86.24)

12. Accumulated loss “  593.003 576.941 2.78



The above table would indicate that company sustained loss of Rs.13.238
million during 199899 as against to the loss of Rs.96.23llion in the previous
year 199798. The accumulated loss stood at Rs.593.003 million on June 30,
1999 and as of t hat date the company’s
current assets by Rs.582.924 million and total liabilities have been exdeeded
total assets by Rs.586.802 million as such chances for survival of the company are
remote. Early privatization of the company is stressed.

The current assets of Rs.11.970 million as on June 30, 1999 included
stores, spares and loose tools valuRrgy1.832 million, which are deteriorating
with the passage of time. Early disposal of these stores is stressed upon the
Management.



MORAFCO INDUSTRIES LIMITED.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

The Company was incorpoedt as Private Limited Company in December
1960 and was converted into Public Limited in July 1965. Its shares are listed on
Karachi and Lahore stock exchanges and the principal activity of the company is
to manufacture and sale of banaspati ghee, cookiaga its byeproducts.

The factory had stopped its operation since May 16, 1997 for its
privatization as per Federal Government Privatization Policy and all the
employees except skeleton staff have been relieved under Golden Hand Shake
Scheme/Voluntaryeparation Scheme in October, 1997. The working results of
the company for the year 1998 as compared with those of the previous year
199798 are tabulated below:

(Rs. in million)

S.# | Particulars. 199798 199899 %age
increase

(decrease

1 Plant Capacity. M.Tor 20,000 20,000 -
2. Actual Produc - - -
3. Sales. - 1.213 (100)
4. Cost of sales - 1.236 (100)
5. Gross Profit (Loss) - (0.023) (100)
6. Fixed expenditure. 1.283 6.333 (79.74)
7.  Admn & General expenses 4.527 11.280 (28.79)
8.  Selling & Distribution Exp: - 0.084 (100)
9. Financial charges. 16.564 101.599 (83.70)
22.374 119.293 (81.24)

10. Operation Profit(Loss) (22.374) (11.316) (81.25)
11. Otherincome. 0.008 0.593 (98.65)
12. Prior year adjustmen (4.627) 3.005 -
13. Net profit (loss) for the year (26.993) (115.718) (76.67)
14. Accumulated(loss) (772.903) (745.910) 3.62

The above data would indicate that company sustained net loss of
Rs. 26.993 million during 19989 as against tde loss of Rs. 115.718 million in
the previous year. The accumulated loss rose to Rs. 772.903 million on June



30,1999 and as of that date the company’s
assets by Rs. 766.029 million and total liabilities exceed ittd &ssets by Rs.

760.855 million as such there are no chances of survival of the company. Early
privatization of the company is stressed.

The stores, spares and loose tools stood at Rs. 3.031 million, including
packing material for Rs. 1.362 million,hich is being deteriorated with the
passage of time. Early disposal of these stores is stressed upon the management.



UNIVERSAL OIL AND VEGETABLE GHEE MILLS LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

Universal oil and vegetable ghee mills limited is a public limited company
(State Enterprise) quoted on stock exchange at Karachi and Lahore. The Mill is
engaged in the production of vegetable ghee. The company was incorporated on
July 12.1967.

The Mill had stopped its operation since August, 1997 under the order of
the Government of Pakistan for its privatization and all the employers except
skeleton staff have been relieved under Golden Hank Shake/Voluntary Separation
schemes. The company sus&d losses of Rs. 217.772 million in 1996,

Rs. 167.765 million in 19987 Rs. 138.729 million in 19998 and Rs. 42.998
million in 199899. The working results of the company for the year 199&s
compared with those of the previous year 198%are tabulated below:

( RS in million)

S.#| Patrticulars. 199899 199798 %age

increase

(decrease

1. Plant capacity M.Ton 24,000 24,000 -

2. Actual product.i - - -

3. Sales. - 15.571 (100)

4. Cost of goodsold - (25.516) (100)

5. Gross profit/(loss) - (9.945) (100)
6. Operating expenses.

i- Fixed cost 1.173 - 100

ii- Administrative. 3.902 8.477 (53.97)

iii- Selling & Distribution - 0.727 (100)

iv- Financial 37.923  119.580 (68.29)

42998 128.784 (66.61)

7. Operating profit/(loss) (42.998) (138.729) (69.00)

8 Accumul ated | os 986519 937.295 5.25

The above data would indicate that company sustained operating loss of
Rs. 42.998 million during 19989 as against to the loss 0§.RL38.729 million in
the previous year 19998. The accumulated loss stood at Rs. 986.519 million on
June 30,1999 and as of that date the
current assets by Rs. 981.667 million and total liabilities exceedentatsassets

comp



by Rs. 986.519 million, as such there are no chances for survival of the company.
Early privatization of the company is stressed.

The current assets of Rs. 11.821 million as on June 30,1999 included
stocks of packing, chemicals, General ssoand vegetable ghee valuing Rs. 4.336
million, which are being deteriorated with the passage of time. Early disposal of
these stocks is stressed upon the management.

The trade debtors stood at Rs. 855.733 on June 30,1998 showed no
movement. Early reeation of trade debtors is stressed.



KOHINOOR OIL MILLS LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99

The company was incorporated in 1968 as a Private Limited Company and
then converted into a Publigrhited Company in 1971 . Its shares are quoted on
stock exchange in Pakistan. It is principally engaged in the production and sale of
vegetable ghee and extraction of oil through solvent plant, and laundry soap as its
by products.

The company has ceab#s operations in September 1997 under the order
of the Government of Pakistan for its privatization and all the employees except
skeleton staff have been relieved under Golden Hand Shake /Voluntary
Separation Scheme. The company sustained losses df7B849 million in
199495, Rs.243.540 million in 19996, Rs227.494 million in 19987,

Rs 203.083 million in 19988 and Rs. 42.167 million in 199®. The working
results of the company for the year 1988 as compared to the previous year
199798 are tabulated below:

(RS in million)

S.#| Patrticulars. 199899 | 199798 %age

increase

(decrease

1. Production capacity. M.Ton 27,200 27,200 -

2. Actual product.i - 441 (100)

3. Sales. - 44.907 (100)

4. Cod of sales. - 62.459 (100)

5. Gross profit (Loss) - (17.552) (100)
6. Operating Expenses.

i- Admn & General. 6.117 16.546 (63.03)

ii- Selling & distribution. - 0.308 (100)

7. Operating Profit (Loss) 6.117 16.854 (63.70)

8.  Operating profit/(bss) (6.117) (34.406) (82.22)

9. Otherincome 0.166 0.474 (64.98)

10. Financial charges. 36.216 167.288 (78.35)

11. Profit/(Loss) for the year. (42.167) (203.083) 79.24

12. Accumulated loss. 1230.224 1176.718 4.55

The above data would indicate tltmimpany sustained loss of Rs. 42.167
million during 199899 as against to the loss of Rs. 203.083 million in the



previous year 19988. The accumulated loss stood at Rs. 1230.224 million as on

3061999 and as of that dat dave dxeeededdtnpany’ s
current assets by Rs. 1229.708 and total liabilities have exceeded its total assets

by Rs. 1230.223 million, as such the chances for survival of the company are

remote. Early privatization of the company is stressed.

The current assetof Rs. 41.438 million as on June 30,1999 included
stores/ spares and stock in trade valuing Rs. 8.764 million, which are deteriorating
with the passage of time. Early disposal of these stores and stock is stressed.

The trade debtors stood at Rs. 3.3illion as on June 30,1999, which
were unconfirmed as such their recovery is doubtful. Early realization of debts is
stressed.

The tax deducted at source payable to the statutory authority stood at Rs.
233,846 as on June 30,1999. The reasons undeh whideducted at source was
not deposited into Government treasury need to be elucidated.

Due from associated undertakings stood at Rs. 1.007 million as on June
30,1999 and out of it Rs. 0.984 million is due fromassociates which have
already been pratized as such recovery from them is doubtful. Early realization
from exassociates is stressed.



AUDIT RESULTS.

Non recovery of principal amount of Rs. 0.792 million and interest of
Rs. 0.902 million accrued thereon due to credgale.

The management of Kohinoor Oil Mills made credit sale of Rs. 792099 to
four distributors during the period from31987 to 133-1992, but could not
recover the amount even after the lapse-b08ears. As a result, the outstanding
amount inclusie of mark up accumulated to Rs. 1693,638 016-3@96.

The irregularity was brought to the notice of the management through
Audit Inspection Reports for the year 1998 and 19986 and Advance Draft
Para on 13-1997. The management in its reply of awer 31999 stated that
the parties did not respond to reminder and legal notices and promised that efforts
will be made for recovery. The reply clearly reflects that the chancs of recovery
of company’s dues are r emotferloesodthis he compa
account.

Audit would suggest te:
i) investigate the matter with a view to fix the individual responsibility on

the officers who showed negligence to recover the credit sale of ghee.
1)) Make concrete efforts to recover the same.



EXPERT ADVISORY CELL

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

The Expert Advisory Cell was established by a resolution of the Ministry
of Production, government of Pakistan to assist the Ministry in the performance of
its functions in onnection with the Public Sector Enterprises. The Cell is
financed by contribution from the Public Sector Corporations.

The Operating results of the cell for the year 1998as compared with
those of the preceding year are given hereunder:

(Rs. inmillion)

S.# | Particulars. Percentage
increase/
199899 | 199798 | (decrease)
1 Income 32.005 29.311 9.187
2 Less: Contribution pertaining to
the capital expenditure 0.973 0.175 456
31.032  29.136 6.504
3 Expenditure 30.957  27.632 12.033
4 Surpls before prior year
adjustment 0.075 1.504 (95.013)
5 Prior year adjustment 0.828 - --
6 Surplus brought forward 8.675 7.785 11.432
7 Surplus available for
appropriation 18.578 9.307 99.613

The gross income of the cell increased frodnl36 million on 30.6.98 to
Rs.31.032 million at the end of the year-B®1999 registering an increase of
9.187%. However, net income after prior year adjustment increased from
Rs.9.307 million as on 306-1998 to Rs.18.578 million at the close of ye@r 3
06-99 registering an increase of Rs.99.613 %. The increase in net income was
mainly due to contribution of Rs.9.817 million received from Privatization
Commission for the year 1991 to 1998 on the basis of area occupied by the
Privatization Commission &ém time to time.



Receivable from public sector corporation decreased from Rs.23.369
million on 30:06-98 to Rs.20.957 million at the end of year@1999. Efforts
are still required to be made for the recovery of outstanding dues as early as
possible.

Cash at Banks in current Accounts increased from Rs.0.826 million as on
30-06-1998 to Rs.3.037 million at the close of the year 1998 The retention of
Rs.3.037 million in current account instead of term deposits accounts need to be
justified.



RAVI RAYON LIMITED.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

The company is a public limited company quoted on the stock exchanges.
The majority of its share capital is held by the Federal Government through
FederhChemical and Ceramic Corporation Limited (FCCL) and certain Financial
Institutions owned by the Government. It is engaged in the manufacture of
Acetate Rayon Yarn. Major byroducts are Alcohol, Acetic Acid, Acetone,
Acetic Anhydride, Bleached lintersi@ yeast.

The company sustained losses of Rs. 127.098 million in -2994
Rs.141.170 million in 19996, Rs.268.489 million in 19987, Rs.206.865
million in 199798 and Rs. 102.821 million in 199®. The working results of
the company for the year 1998 as compared with those of the previous year
199798 are tabulated below:

S.#| Patrticulars. 199899 199798 %age
increase
(decrease
1. Capacity. M.Ton 3300 3300 -
2. Actual Produc- - 7 (100)
3. Capacity utilization. %age - 0.21 (100)
4. Sales (Volum) M.Ton - 446 (100)
5. Sales (value) 4.665 74.214 (93.71)
6. Cost of sales. 4.198 161.626 (97.40)
7. Gross profit/(Loss) 0.467 (87.412) 199.47
8.  Operating expenses
i- Admn, Selling & Persona 50.269 30.694 62.90
ii- Financial 54.286 39.828 36.30
104.555 70.522 48.26
9. Operating profit/(Loss) (104.088) 157.934 (34.09)
10. Other income (charges) 1.267 (48.931) 197.41
11. Net loss before taxation. (102.821) (206.865) (50.30)
12. Taxaion. 0.023 (0.371) (38.01)
13. Loss after taxation. (102.844)  (207.236) (50.37)
14. Accumulated loss (944.682) (841.838) 12.22

The above table indicates dismal financial position of the company and
entire capital was eroded due to perpetual loss#ered in operation. Production
activities of the company remained almost suspended in the current year and only



286.508 M. ton of Acetic anhydride was produced and sold to Defence under the
directives of the government. The company earned gross pfofso0.467
million in the current year as against Rs.87.412 million gross loss in the preceding
years. However, due to heavy increase in Admn, Selling and personal expenses
and Financial expenses of 62.90% and 36.30% respectively over the previous year
the company sustained net loss after taxation Rs. 102.844 million ir9E088
against Rs. 207.236 million in 199B. Need for minimizing the Admn, Selling

and Personal expenses and Financial expenses is stressed upon the management.

Stock in trade comysing of raw material , finished goods and work in
Process stood at Rs. Rs. 42.280 million as 06-3099. As the company has
closed its operation with no chances of its reactivation. Early disposal of stock in
trade in stressed upon.

Sundry debtorgose from Rs. 4.914 million in 1998 to Rs. 8.599
million in 199899. Reasons for non recovery of long outstanding dues needs to

be stated and steps taken for early real



NATIONAL FERTILIZER CORPORATIO N OF PAKISTAN (PVT)
LIMITED.

AUDIT COMMENTS FOR THE YEAR 1998 -99.

The corporation is a holding company and manages the affairs of
Fertilizers producing companies including research in fertilizers and imparting
training facilities to the personnel to benployed in fertilizers factories. Its main
source of income consists of receipt of dividend and managing agency
commission from its subsidiary companies and earning profit from the financial
institutions by keeping surplus funds with them. The corparagarned profit of
Rs. 833.299 million in 19985 Rs. 1239.308 million in 19986 , Rs. 908.104
million in 199697 Rs. 1592.806 million in 19998 and Rs. 2047.012 million in
199899. The working results of the corporatgion for the year, 1¥D&s
compare with those of previous year are given as under:

(RS in million)
S.#| Patrticulars. 199899 199798 %age
increase
(decrease
1. Income.
i- Managing Agency commissiot 0.042 0.042 -
ii- Dividends 1286.392 1023.208 25.72
iii - interestmarkup on loan 5.382 65.621 (91.80)
iv- Interest income on deposit. 804.841 544.659 47.77
v- Misc income 0.774 0.592 30.74

2097.431 1634.122 28.35
2. Expenditure.

i- Admn & General Expenses. 49.348 80.880 (38.99)

ii- Financial charges. 1.070 0.436 145.41
50.418 81.316 (38.00)

3.  Profit before taxation. 2047.013 1552.806 31.83

The above table indicates that the income increased from Rs. 1634.122
million in 199798 to Rs. 2097.431 million during the year under review showing
an incrase of 28.35% over the previous year, whereas the expenditure decreased
from Rs. 81.316 million in 19998 to Rs. 50.418 million in 19989 registering a
decrease of 38% over the previous year. Consequently thaxppeofit increased
from Rs. 1552.806 rhion in 199798 to Rs. 2047.013 million in 19980
showing an increase of 31.83% over the previous.



The increase in income was due to increase (I) in dividend income from
Rs. 1023.208 million in 19998 to Rs. 1286.392 million in 19980 ( an increase
of 25.72% over the previous year ) received from subsidiary companies on their
profit and (ii) interest income from Rs. 544.659 million in 1®B7to Rs. 804.841
million in the year under review earned on surplus deposits kept in banks. The
income from inteest/ mark up on loans, however, decreased from Rs. 65.621
million in 199798 to Rs. 5.382 million in 19989 due to lesser borrowings of
funds by the subsidiaries from the holding company.

The decline in expenditure was due to decrease in Admn & @&lener
expenses from Rs. 80.880 million in 1993 to Rs. 49.348 million in 19989
(showing a decrease of 38.99% from the previous year. ). The decrease in Admn
and General expenses was however, due to nil provision relating to benefits for
golden hand shakkroluntary retirement scheme for NFC employees in 1998
against a provision of Rs. 40.00 million in 1998. The expenditure on salaries
allowances and benefits for the year under review works out to Rs. 39.919 million
as against Rs. 30.836 million in94B98.

Although the corporation has made investment in Eight subsidiary and
other Associated Companies, yet the dividend was received fronbd&rak
Fertilizer (Pvt) Limited and Pakrab Fertilizer Limited. Warp and means may be
adopted to receive inote of dividend from the other companies also.

The corporation may also make utilization of its funds by investing them
in expansion of fertilizer industry instead of acting as a financial institution of its
employees.

Included in Admn & General expess for the year under review were
donation of Rs. 800,000. Nature of donations viz a viz its contribution in he
interest of the corporation may be intimated/ justified.

Loans advances, deposits prepayments and other receivables increased
from Rs. 423.85 million on 3d June, 1998 to Rs. 560.138 million or"3lune,
1999. Early realization of these balances is stressed upon the management.

Long term investment of Rs. 3064.876 million included Rs. 2.00 million
and Rs. 6.033 million invested in Corptiom House (Pvt) Limited and State
Enterprises Display Centre (pvt) Limited respectively by acquiring their shares.
Present status of these shares may be intimated with particulars reference that no
dividend is being received from these investments.



N.F.C. INSTITUTE OF ENGINEERING AND TECHNOLOGICAL

TRAINING (PVT) LIMITED MULTAN

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99

In order to meet the requirement of trained manpower for chemical

process industry especially in the field of fertilizeector, the centre was
converted into private Limited company on 30 August, 1994. The activities of the
centre were diversified and institute started Graduate engineering classes initially
in Chemical Engineering discipline in affiliation with Bahaudddakariya
University Multan.

The institute had excess of income over expenditure amounting to Rs.

29.484 million in the year, 19998 and Rs.31.150 million in the year 1998.
The financial results of the institution for the year 1:998as compared witthe
previous year, 19998 are given below:

(Rs. in million)

S.# | Particulars Percentage
increase/
199899 | 199798 | (decrease)
1 Income
A Tution Fee 26.701  23.023 15.98
B Other Income 29.375 27.435 7.08
56.076  50.458 11.13
2. Expenditue
a) Training Expenses 18.516 15.605 18.65
b) Admin Expenses 6.115 5.079
c) Financial expenses 0.015 0.038
d) Turn over tax 0.280 2.252
24.926  20.974 18.84
3 Excess income over expenses 31.150 29.484 5.65

The above data indicates thatstitute earned excess income over

expenditure to the tune of Rs.31.150 million in 18®8as compared to the excess
income over expenditure of Rs.29.484 million during the preceding year. The



excess income over expenditure was not solely due to ecduaa#otivities of
institute rather major portion of its income i.e. Rs.29.375 million out of total
income of Rs.56.076 million for the year, 1998 was through profit on bank
deposits on endowment fund of Rs.95 million.

Need to control the expenses tma diversion of income from profits on
bank deposits to expenses on educational activities of the institute is stressed upon
the management.

The institute has increased general fund Rs.41.791 million in-989@
Rs.72.940 million  (75.54% increaseh ithe year 19989 without any
justification. The reasons for increasing general reserve fund need to be
explained.

The receivable amount on account of refund from income tax department
was Rs.1.027 million as on dB-1999. Steps need be taken forrlea

reali zation/ adjustment of the company’ s

du



HAZARA PHOSPHATE FERTILIZERS (PVT) LIMITED.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

Hazara Phosphate Fertilizers (Pvt) Limited a wholly owned subsidiary of
NationalFertilizer Corporation of Pakistan (Pvt) Limited (NFC) was incorporated
as a private Limited Company in 1985 under the companies ordinance, 1984. It is
principally engaged in the manufacture of Granulated Single Supper Phosphate
(GSSP) Fertilizers. The ngany earned profit of Rs. 12.168 million in 1992,

Rs. 1.539 million in 1934, Rs 1.699 million in 19995 and Rs. 1.846 million in
199596. Sustained a loss of Rs. 34.369 million in 2996 Rs.7.160 million in
199798 and Rs. 2.080 million in 1998.

The working results of the company for the year 1998as compared
with those of the preceding year are given below:

(RS in million)

S.#| Patrticulars. 199899 199798 %age
increase

(decrease

1. Sales 87.282 - -
2. Cost of goods sold 92.0%9 - -
3. Gross Profit/(Loss) (4.816) - -
4. Admn & General Expenses 35.318 40.172 (12.08)
5. Operating profit/(Loss) (40.133) (40.172) (0.10)
6. Financial charges 0.025 0.285 (90.91)
7  Other income/Gross subsidy. 38.515 33.297 15.67
8  Workers Profitparticipation fund - - -
9. Prior year adjustment. - - -
10. Profit/Loss before taxation. (2.080) (7.160) (70.95)
11. Accumulated profit/loss. (47.923) (45.843) 4.54

The above position shows that operating loss decrease to Rs. 40.133
million in the year 199899 from Rs. 40.172 million in 19998.T The Company
restarted production during 1998 and made sales to the extent of Rs. 87.282
million made during the year 1998 where as cost of goods sold was Rs. 92.097
million in the year. Efforts areequired to be made to increase the sales and
decrease the cost of goods sold to minimum possible limit so as bring out
improvement in financial results.



Stock in trade increased to Rs. 47.900 million at the close of the year
199899 as against Rs. 2@5 million on 306-98 registering an increase of
133.31% . Steps are required to be taken to keep the stock in trade to the lowest
possible limit.

Trade debts increased to Rs. 5.062 million in the year-299&fforts
may be made for the early recoyef the trade debt



LYALLPUR CHEMICAL AND FERTILIZER LIMITED JARANWALA.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR , 1998-99.

The company named Lyallpur Chemical & Fertilizers Limited is a
subsidiary of the NFC Lined and have two units at Faisalabad and Jaranwala.
The company is engaged in production of Single Super Phosphate(SSP) Fertilizer.
The production at both the units remained stopped w.e.f. July 7,1996 to June 3,
1999 due to their uneconomical operatiomsduse of non release of industrial
subsidy by the Government and imposition of duties on imported Raw Materials.
The LC&FL Unit Jaranwala was again put into operation since June,4 1999 after
its Rehabilitation while the unit of Faisalabad was still lyiolpsed. The
operational results of the LC&FC Jaranwala for the year, -P®98re detailed
below:-.

| S.#| Particulars. | Unit | 199899199798 |
1. Designed Capacity.
i) SSP M.ton. 240 per 240 per
day day
i) Sulphuric Acid. “ 100 100

2. Production required for proportiona
production period

i) SSP “ 6480 -

ii)  Sulphuric Acid. “ 2700 “
3. Actual production.

i) SSP “ 4625 -

i) Sulphuric Acid. “ 2058 -
4. Percentage of short fall in productio

i) SSP 29%

i) Sulphuric Acid. 24%

The company could sell 1140 M.tons which is 25% against production of
4625 M.tons of SSP during the year ending on June 30,1999. The decline in sales
of SSP by 75% during the year total valuing Rs. 15.552 million as on June
30,1999. Although NFML, a subsidiary Company of NFC is engaged with sales
of SSP yet attention of higher authorities of the NFC is invited to improve
Marketing Strategy in order to avoid recurrence of such situation in future and to
reduce the inventory tits minimum level.

Fixed assets of Company on July 1,1998 amounted to Rs. 4.975 million. In
order to reoperation the LC&FC Plants Jaranwala after a gap of three years, the



entire plants and machines were Rehabilitated with a heavy cost of Rs. 21.981
million during the year under review. Although Rehabilitation expenses exceeded
by five times against value of the existing fixed assets during the year99998
which also entirely changed existing position of the concerned plants and
Machinery of the companin terms of their volumes and values, yet the entire
rehabilitation cost, instead of its capitalization, was charged off to income of the
company currently during the year under review. This action of the management
not only understated the Assets, bl#o effected the profitability of the company

for the year ended June 30,1999. Hence the Accounts under review, do not depict
true state of company’s affairs. Audit wou
rehabilitation expenses and capitalize thme so as to save the company from a
loss of Rs. 21.981 million on its privatization as this company is included in the
active list of Privatization Commission.

During the year under review, the LC&FL Plant Faisalabad remained
closed whereas the plaot Jaranwala was operated for 27 day6-@0 to 306-
99). The depreciation was charged for full year resulting into reducing of the
operating fixed assets of the company by Rs. 1.161 million as June 30,1999. This
needs to be clarified.

Trade debts ineased from Rs. 0.639 million as on June 30,1998 to Rs.
5.166 millions on June 30,1999 because o$teet of operational activities at
LC&FL Jaranwala in June, 1999. These includes an amount of Rs.77,583 from
M/s. National Farm Guide Trust Lahore sincer@%or supply of SSP which
could not be recovered due to lack of pursuance by the management. Steps need
to be taken for early realization of trade debts.

The increase in stock in trade from Rs. 2.396 million in the preceding year
to Rs. 82.236 millionsn the current year was mainly due to import of Raw
materials on restart of operational activities of the LC&FL Jaranwala in June,
1999. This includes Rock Phosphate worth Rs. 350286 and packing Material
valuing Rs. 98629 lying unconsumed / undisposedioffe July, 1996 at LC&FL
Faisalabad. The matter for early disposal of the old materials may please be
considered.

The stores and spares valuing Rs. 8.701 million as on June 30,1999
include the stores and spares worth Rs. 910,672 lying unconsumesipaseiti
off since the date of shut down-771996) of LC&FL Unit Faisalabad. Possibility
either for consumption at Jaranwala unit or for disposal of these stores and spares
in local market needs to be looked into.



Advance to suppliers increased from BS.589 million on June 30,1998
to Rs. 23.903 million on June 30,1999 which include claims of Rs. 1.944 million
and Rs. 16.569 million on account of income tax refundable from the income tax
department since 1985 and 199%6. Effective steps to resolibese chronic
issues at the earliest need to be taken up by the management.



N.F.C. INSTITUTE OF ENGINEERING AND FERTILIZER RESEARCH
(PVT) LIMITED FAISALABAD

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99

The @mpany was incorporated on June 26, 1984 as a Private Limited
Company. It is engaged in Research and development activities in fertilizer
industry. It also promotes and enhances the indigenous technological capacities
to support the expanding fertilizémdustry in Pakistan. The company is also
engaged in educational programmes leading to higher degree in the field of
engineering. The company has changed its name to National Fertilizer
Corporation Institute of Engineering and Fertilizer Research (Pwtjtéd on
January 15, 1998.

The working results of the corporation including its projects for the year
1999899 as compared with the previous year, 1987re as under:

(Rs. in million)

S.# | Partucykars. Percentage
increase/
199899 | 199798 (decrease)
1 Income 31.285 18.946
2. Expenditure
I) Research & Dev.Expenses 7.025 5.954
(i) Admn & General Expenses 3.928 3.568
iif) Teaching Expenses 3.188 0.597
iv) Depreciation 1.753 1.007
v) Excess of income over exp. 15.391 7.820
vi) Contribution towards
Dev.Fund (27.298) (16.500)
vii) Deficit 11.907 8.680
vii) Deficit shared by NFC 11.907 8.680

The income of Institute comprised mostly of the interest earned on deposit
with Banks. Steps need be taken to increase ircomother head of accounts
like analysis charges, sale products and tution fee etc. to reduce the dependence of
Institute on National Fertilizer Corporation and its companies.



Capital work in progress stood at Rs.10.274 million or08Q999 as
againstRs.0.027 million on Jan. 1998. Need for early completion of project is
stressed upon.

Contribution towards development fund increased Rs.16.500 million as on
30-06-1998 to Rs.27.298 million as on -B6-1999 which caused deficit
Rs.11.907 million as 0B0-06-1999 which ultimately transferred to N.F.C. which
needs to be justified.



NATIONAL FERTILIZER MARKETING LIMITED.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99

The company oper ates iDasthé tbia expensed i t
incurred by the company are reimbursed as incidentals by the associated/
subsidiaries of National Fertilizer Corporation. The working results of the
company for the year 1998 as compared to those of 1989 are tabulated
below:-

(RS in million )

S.#| Particulars. 199899 199798 %age

increase

(decrease

1. Sales. 11022.310 10109.354 9.03

2. Cost of sales. 10971.886 10094.793 8.68

3. Gross Profit 50.324 14.561 245.60

4. Provision for allowance an 717.2% 632.916 13.32

incidentals.

767.576  647.477 18.54

5. Operation sale production ar 236.414 179.574 31.65
Administrative expenses.

6. Allowances to dealers. 197.251 176.808 11.56

7. Storage expenses. 80.666 79.780 1.11

8. Freight. 466.891  424.659 9.94

9. Finandal expenses. 14.364 3.749 283.14

995.586 864.569 15.15

10. Less other income. 228.010 217.092 5.02

767.576 647.477 18.54
11. Profit/Loss - - .

The company earned a gross profit of Rs. 50.324 million during the year
under review as against grqe®fit of Rs. 14.561 million during the year 1998
operating, sales promotional, Administrative expenses and freight expenses
increased to Rs. 703.305 million during the year 199&s against Rs. 604.233
million showing an increase of 16.39% over poers year. Steps need be taken to
control the Admn, operating and freight expenses.

Stock in Trade stood at Rs. 648.621 million as 016-3@99 as against Rs.
516.016 million on 3@-1998 showing an increase of 25.69% over previous year.

N o
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Special markatg strategy need to be evolved so as to boost up sales, reduce
stock in trade so as to minimize possibility of damage to stock due to long
storage.

Other receivable stood at Rs. 82.677 million on63® as against
Rs. 70.885 million on 3®-1998. Out of the above receivable amounting to Rs.
1.189 million were considered doubtful of recovery and have been provided for
during the year 19989. Need for early recovery/adjustment of other receivable is
stressed upon.



AUDIT RESULTS.

Overpayment of freight Rs. 2.252 millionon the sale of fertilizer to
NFML Dealers under own carrier scheme.

National Fertilizer Marketing Limited cancelled agreements with its
cartage contractors in April, 1996 and allowed its dedlersft the stock of
fertilizer from Pak Saudi Fertilizer Factory under own carrier scheme. The dalers
were allowed the same carriage rates as were admissiblectangactors plus
20% as incentive. The company appointed M/s. United Traders of Sargodha
District as its dealer in June, 1996 and distance of his sale point from PSFL was
approved as 1000 Kilometers. The dealer lifted 21030 m.ton of fertilizer from
PSFL during June to August, 1996 and was allowed freight amounting to Rs.
13.341 million. Wherpointed out by the Managing Director of NFML in August,
1996 that the distance allowed to the dealer waaggerated, the Distribution
Department reported that according to the then operative route the distance of
dealer sale point eRSFL was 840 Kilomnters.

The management held a meeting with the dealers of Sargodha District and
the parties agreed to a distance of 840 KM. The freight account of the dealer was
adjusted accordingly after effecting recovery of Rs. 1.499 million. Audit is of the
view that the revised distance was also excessive because actual approved
distance as per freight/ distance listRSFL to Sargodha was 646 K.M. and the
cartage contractors were paid freight on the basis. The sale pointed M/s. United
Traders was 34 KMs away fromagodha, thus making the actual distance was
680 Kilometers. Hence an amount of Rs. 2.252 million was overpaid to the dealer.

The matter was reported to the manageme?99. The management in
its reply 222-99 stated that due to closure of Jhangg8dina road where chund
bridge was not open for heavy traffic and ChiriRatbwah bridge was not closed
the contractor was allowed freight according to the then operative route. It was
further held that it was policy of management at that time to liquidatenmum
stock in shortest possible time. The reply is not acceptable as no written report
from Highway Department was provided by management in support of its
contention and when the carriage contractors were paid freight on the basis of 646
K.Ms for PSFL @&rgodha settlement of freight in respect of M/s. United Traders
at 840 K.Ms was unjustified.

Audit would suggest to-:
i) Fix responsibility for excess freight Rs. 2.252 million paid to the dealer.
i) Recover the amount overpaid.



i) Ensure for future that freigls paid on correct distances.

Excess payment of reeight rs. 2.001 million due to incorrect distance
from factory to storage points.

National Fertilizer Marketing Limited transported Fertilizer, through
carriage contractors, from Pak Arab Fertilizemited Multan to its storage
pointes at Haripur and Rasalpur during the year 48P&nd 199-08. Instead of
carrying the fertilizers through shortest possible motorable routs longer route was
adopted causing extra freight for 65 Kilometers in respect shlgar and 59
Kilometers for Haripur. The distances were finally corrected by the management
at the time of award of fresh carriage contract w.eX1-1997. As a result of
incorrect distance the company paid excess freight of Rs. 2.001 million during the
years 19987 and 199-08.

When pointed out, the management in its reply of December 2,1999 stated
that despatch prior to-11-1997 were made through main route available upto 31
10-97 and alternative route became motorable w.elf1-27. The reply isnot
tenable because the route now adopted is operative since long.

The matter was reported to Ministry. Management ori27999 but no
reply was furnished.

Audit would suggest to-:

i) Investigate the matter to fix responsibility for not revising tlistathce
earlier that 111-1997.
i) Recover the freight excess paid either from carriage contractor or those

found at fault and
iii) Adopt remedial measures for future.

Wasteful expenditure of Rs. 0.432 million on the afforestation
project.

National Fertilizer Marketing Limited undertook two afforestation
Projects on forest land near Murree and Rahim Yar Khan in -289%or
environmental improvement. These projects were stated to have been undertaken
in line with the policy of the then Government. Consequentnugitange of
Government in November, 1996 the work on the Project was stopped. Despite the
fact that activity on the Project has been stopped since the last 3 years the project
machinery was neither used elsewhere nor was disposed off. In addition wages of
choukidars were being paid regularly.



When pointed out, the management in its reply staed that project was
started on the instructions of Government and the forest Department has shown its
inability to take over the Projects. The reply is not tenablethas Project
undertaken are not covered under the objectives of the Company and sites should
have been handed over to the Forest Department through Ministry of Production.

Audit would suggest to :

i) Dispose of the machines of Project with the approvalCompetent
Authority and
i) Return the project sites to the owner Department to save the company

from future expenses

Wasteful expenditure of Rs. 1.011 million due to hiring of storage
capacity in excess of requirement.

National Fertilizer Marketing Liméd, Lahore entered into an agreement
with M/s. Ghulam Hussain and others o11®1983 for acquisition of a store at
Juglot in District Gilgit for 15 years. Godown measuring 11085 Sq.Feet having
Storage capacity of 1600 M. Ton was taken over-6rl984. Tle space acquired
was in excess of actual requirement and the godown was never utilized to full
capacity. On the recommendations of its Planning Department, he management of
NFML made an attempt to dehire the excess space, but could not do so because
the G@mpany had committed in the lease agreement to retain the godown for 15
years. As a result the company had to incur wasteful expenditure of Rs. 1.011
million during the period from -6-84 to 315-1999. The irregularity was
bro9ught to the notice of the magement on $80-1999. The management in its
reply of December 2,1999 stated that the godown was acquired to feed the
northern Area and rates were reasonable. Further added that cost of supplying
fertilizer to hilly area was high and the company had tpae policy of scarce
supply to the area. The management admitted that it could not dehire the godown
because of the binding in the lease agreement. The contention of audit para is as
such proved. The matter was again brought to the notice of Ministry/
Management on 212-1999 but no reply was received..

Audit would suggest to :
i) Investigate the ill planned Hiring of Godown in excess of requirement.

i) Fix responsibility.
iii) Adopt measures to avoid recurrence of such cases in future.



PAK AMERICAN FERTILIZER S LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99

Pak American Fertilizers Limited (The company) is an unquoted Public
Limited Company wholly owned subsidiary of National Fertilizer Corporation of
Pakistan (Pvt) Limited and was primaréngaged in the manufacture and sale of
Ammonium Sulphate till June 30,1997. The company has installed new
Ammonium/ urea plant, which is under trial production since September 1998.
The delay in start of Commercial Production is due to the failure ofaat to
successfully perform * Performance Guarant
assessed and recovered from the concerned contractors.

The PAFL Modernization and Expansion Project PHassgaged with
Production of Urea fertilizer, was to conmecommercial operations in May, 1997
with an estimated cost of Rs. 3580 millions as per original. AGter revision of
PG, the project came into guarantee test in November, 1998. But it could not be
put into commercial production despite increas€apital cost which rose to Rs.
9408 till 30" June, 1999. Losses suffered due to delay in completion and
successful commissioning of the Project may be assessed and recovered from
those found at fault.

An unrecorded claim of Rs. 784 million is appegrio be receivable
from an ExCivil Contractor (M/s. Alkhan Construction Co.) in contingencies of
the accounts under review since last year. The defaulter was the main contractor
responsible for civil works whose poor performance mainly caused delay in
commissioning of the project. The contractor who was expelled from his
contractual obligations, raised a claim of Rs. 78 million against the PAFL which
was not acknowledged by the management and a counter claim for Rs. 784
million was made against the caadtor which was lying unaccounted for in
books of the company. Status of the dispute and final outcome of the litigation
case need to be intimated.

The company discontinued production of Ammonium Sulphate and closed
down the related plants since July,979 The plant and machinery worth Rs.
17.280 million and spares thereof valuing Rs. 0.236 million relating to
discontinued operations, lying undisposed off, were deteriorating with the passage
of time. Appropriate steps either to dispose off or utilihe plants and
machinery relating to discontinued operations need to be expedited.



Advances, deposits, prepayments and receivables increased from 76
millions as on June 30,1998 to Rs. 513 millions as on June 30,1999 mainly due to
additions of claims amoting to Rs. 396 millions receivable from Govt. of
Pakistan and NFC on account of Custom Duty paid by the Management despite
exemption on imported machinery and equipment. Strenuous efforts for early
realization of the claims are required to be made.



PAK ARAB FERTILIZERS (PVT) LIMITED, MULTAN.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

The company was incorporated in Pakistan as Private Limited under the
companies Act 1913 (Now companies Ordinance 1984)isrehgaged in the
manufacturing and selling of chemical fertilizers . It is a subsidiary of National
Fertilizer Corporation of Pakistan (Private) Limited. It earned profits of Rs.
316.740 million in 19945, Rs. 645.548 million in 19986, Rs. 1012.360
million in 199697, Rs. 1070.793 million in 19998and Rs. 1231.279 million in
199899. The working results of the company for the year 19®&s compared
with the previous year are given as under:

(RS in million)

S.#| Particulars. 199899 | %to| 199798 %to

sales sales

1. Sales. 4150.657 100 3716.322 100

2. Cost of sales. 2672.179 64.38 2519.154 67.79

3. Gross Profit. 1478.478 35.62 1197.168 32.21

4. Admn & General expenses 246.223 5.93 107.460 2.89

5. Operating profit. 1232.255 29.69 1089708 29.32

6. Other income. 69.893 1.68 88.284 2.38
7. Financial & other charges.

i- Financial charges. 6.065 0.15 41951 1.13

ii-Worker profit participation  64.804  1.56 56.358 1.52

fund.

iii- Other Provisions. - - 8.890 0.24

70.869 1.71 107.199  2.89

8. Pretax Profit.. 1231.279 29.66 1070.793 28.81

As is evident from the above table the gross profit, operating profit and
pretax profit earned by the company increased from Rs. 1197.168 million,
Rs. 1089.708 million and Rs.1070.7%98illion in 199798 to Rs. 1478.478
million, Rs. 1232.255 million and Rs. 1231.279 million respectively in the year
under review. The increase in gross/ operating/ pretax profit was due to increase
in sales from Rs. 3716.322 million in 1998 to Rs. 415@57 million in 199899
and decreased in cost of sales to sales from 67.79% in9B% 64.38% in
199899 and appreciable decrease in financial charges from 41.951 million in
199798 to Rs. 6.065 million in 19989. However the Admn & General expenses
increased from Rs. 107.460 million in 1998 to Rs.246.223 million in 19989



showing an increase of 129% over the previous year. The increase in Admn and
General expenses was mainly due to provision of Rs. 113.563 million made
during the year under reviewif 121 employees of the company who have opted
for retirement under Golden Hand Shake Scheme. If the above provision is
excluded from the Admn & General expenses the expenditure for the year under
review works out to Rs. 132.660 million against the expgangliof Rs. 107.460
million for the year 19988 still showing an increase of 23.45% over the
previous yeatr.

Increase in Admn and General expenses may therefore be justified.

Capital work in progress of Rs. 2.645 million remained un capitalized on
30" June, 1999. Nature of work and reasons of non capitalization may be
intimated.

Stores and spares increased from Rs. 544.242 million Brd@e 98 to
Rs. 603.524 million on 3bJune, 1999. No yardstick was fixed for keeping the
maximum and minimumelvels of stock inventory. Desirability of reducing the
stock inventory, keeping their minimum and maximum levels and segregation of
redundant and slow moving stock is stressed upon the management.

Advances, deposits, prepayments and other receivabld®s.o47.609
million on 306-1999 included other receivables of Rs. 8.869 million which
pertained to the following categories:

As on 306-99 As on 306-98
Insurance Claims 64,494 7,502
Octori refundable 6,926,787 13,202,473
Other claims & receivable 1,877,606 3,983,505
8,868,887 17,193,480

Early realization of these claims/receivable is stressed upon.



AUDIT RESULTS.

Expected loss of Rs. 0.659 milliodue to short receipt and receipt of
defective spare parts.

Pak Arab Fertilizer Limited, Multan imported spare parts under different
letter of credit during the year 199% to 199798. On receipt of consignments at
PFL Multan, spare parts worth Rs. D34 million were found to be to wrong
specification while parts valuing Rs. 0.230 million were received short. Though
the cases were taken up with the vendors, they were not properly followed up. As
a result replacement for defective/short spare parts catlde received.

The matter was reported to the Ministry/Management in August, 1999.
The management in its reply of October, 1999 stated that items valuing Rs. 43056
were accepted/ received subsequently leaving a balance of Rs. 0.659 million. On
verification by audit in January, 2000 it was noted that chances of replacement
receipt of these items were remote and management plans to initiate action for
obtaining write off approval from the board of Director.

Audit would suggest to-:

i) Investigate thenatter and fix responsibility for lack of follow up.

i) Take steps for early replacement of spare parts found defective or of
wrong specification and parts receive short.

iii) Obtain write off approval from competent authority.

Non recovery of training expengs Rs. 0.593million from the
absconded apprentice engineers.

In Pak Arab Fertilizer Limited Multan, 9 persons selected as Apprentice
Engineers in different trades deserted/ absconded from training in 1996. As per
terms and conditions of their inductios apprentice Engineers, they were liable
to pay to N.F.C. all expenses incurred on training and provision of other facilities.
Despite lapse of a period of over three years the management did not take
effective steps for recovery of training expenses artogiio Rs. 0.593 million
from the ExApprentice Engineer.

The matter was reported to the management in August, 1999. The
management in its reply of October, 1999 stated that the case were referred to



legal council for serving notices to absconders thed sureties on verification

by audit in January, 2000 it was noted that no progress towards recovery was
achieved.

Audit would suggest that:

i) Steps be taken for recovery of training cost either from théiprentice
Engineers or their guarantossireties.
i) Responsibility for delay in initiating appropriate action as her provision of

agreements be fixed.



PIDC SPECIALIZED REFRACTORY PROJECT
AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

Specialized Refractygr Project Abbotabad has been established by the
Pakistan Industrial Development Corporation(Private) Limited to explore the
possibilities of magnesite and chrome magnesite deposits in the area of Hazara
and Malakand Division and installation of plant fommufacturing of special
refractory bricks from magnesite and chrom magnesite. Presently the project is
engaged in exploration of magnesite at Hazara Division which is then sold in
open market.

The working results of the project for the year 1:998as cmpared with
those of the previous year are tabulated below:

(Rs. in million)

S.No. | Particulars. Percentage
increase/

199899 199798 | (decrease)

1 Sales 1.549 0.378 309.79
2 Cost of Sales 1.297 0.808 60.52
3 Gross profit(Loss) 0.252 (0.430) -
4 Operating expenditure 1.101 0.975 12.92
5 Operating(Loss) for the year (0.848) (1.405) (39.64)

0.600 1.405

6 Net (loss) for the year 0.628 (1.463) (57.07)
7 Accumulated loss (4.511) (3.883) 16.17

The above table would indicate that the prbjearned a gross profit of
Rs.0.253 million as against a gross loss of Rs.0.430 million sustained in the
preceding year which was mainly due to increase in sale by 309.79% over the
previous year. Though the project earned a gross profit of Rs.0.253 rbiliican
substantial net loss of Rs.0.628 million during the year under review which was
mainly due to increase in operating expenditure increased by 12.92% . Need to
improve the operating activities of the project is stressed upon the management.



Un-allocated development expenditure amounting to Rs.10.753 million as
on June 30, 1999 has not yet been amortized pending policy decision by PIDC
which needs to be looked into.

Sundry debtors amounting to Rs.79048 as on0&0999 were
outstanding since longAll out efforts are required to be made for early recovery
of old outstanding from the parties concerned.

Assets and stores and spares were not physically verified at the year end.
Thus the value of Rs.1.367 million and Rs 0.087 million appearingiadbounts
as on June 30, 1999 represents book value only. Needs for physical verification at
the end of each year is stressed.

The accounts have not yet been approved by the Board of Directors of the
Project.



DIR FOREST INDUSTRIES COMPLEX ( PVT) LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99

The company was incorporated as a private limited company under the
companies Ordinance, 1984 on™.uly, 1984. The principal activities of the
company are to manufacture and sale gfvplod, chipboard and products made
of wood. After October,1988 the company has restarted its operation in
april,1996, but the chipboard plant is still not in operation since October,1998.
The working results of the complex for the year 2998as comparkwith those
of the previous year are given as under :

(Rs. in million)

S.# | Particulars. Percentage
increase/

199899 | 199798| (decrease)

1 Sales 7.985 17.999 (55.64)
2 Cost of sales 18.787 31.138 (39.67
3 Gross Profit(Loss) 10.802 (13.139) (17.79)
4 Operating Expenses 19.766 18.435 07.22
5 Other Income 03.002 02.277 31.84
6 Subsidy from Govt. 12.080 11.580 04.32
7 Net Loss 15.526 17.807 (12.81)
8 Accumulated loss 321.037 300.330 06.89

The above data would indicate that company sudagmess loss of
Rs.10.802 million during the year 1998 as against the gross loss of Rs.13.139
million during the previous year. The decrease in loss was due to the decrease in
sales and cost of sale by 55.64% and 39.67% respectively in the yea®9998
The accumulated loss increased to Rs.321.037 million in the year9P9B8m
Rs.300.330 million in the year 199B. As a result of huge losses the entire
equity of the company amounting to Rs.118.963 million has been eroded and the
company had negatvequity of Rs.202.074 million as on June 30, 1999. Steps
need to be taken to improve the working results by boosting production and sales
and control over the expenditure

Capital work in progress comprising civil works stood at 0.690 million as
at June30, 1999. The civil work has not so far been completed inspite of the fact



that a substantial expenditure has since been incurred on this account. The
completion of civil work needs to be expedited.

Finished good increased to Rs.2.671 million as ore B 1999 against
Rs.1.524 million as on June 30, 1998 registering an increase by 75.25%.
Necessary steps may be taken to reduce the balance of finished good stock to the
barest mini mum in order to reduce the com

Fixed Assets @d store and spare parts valuing Rs.159.503 million and
Rs.4.871 million respectively were held by the company at June, 1999. The fixed
assets/stores and spares were not physically verified at the close of each financial
year. In the absence of physicariication the value of the Assets/Store at the
year end represented merely book balance. This point was also highlighted in the
previous Audit Comments but no action has so far been taken by the
Management. The need for conducting physical verificaiotie close of each
financial year is again stressed upon the management.



MUSTEHKAM CEMENT LIMITED

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1997-98

The company was incorporated in Pakistan on July 29, 1954 as a Public
Limited company andts share are quoted on Karachi and Lahore Stock
Exchange. The company is engaged in the production and sale of port land
cement. The company earned net profit of Rs.234.074 million in-32994
Rs.54.284 million in 19986 and net loss of Rs.167.524 naii in 199697,
Rs.176.208 million in 19988 and Rs.231.238 million in 199®. Working
results for the year 19989 as compared to 199B are given as under:

(Rs. in million)

S.# | Particulars Percentage
increase/
Unit | 199899 | 199798 | (decrease)
1 Target of production M.Ton 294,000 302,400 (2.78)
2. Actual production M.Ton 124,434 354,784 (64.93)
3. Percentage of “
achievement of target. 42.32 117.32 -
4 Sales
I Quantity “ 136,558 354,462 (61.47)
Il.. Value (M)  295.660 752.027 (60.69)
5.  Cost of sales 446.173 854.009 (47.76)
6 Gross Profit(Loss) “  (150.51) (101.982 (47.59)
)
7 Operating expenses “ 88.738 85.053 (4.34)
8 Operating Profit(Loss) “ (239.25) (187.035 (27.92)
)
9. Other Income 8.013 10.827 25.95
10. Net Profit(Loss) (231.238) (176.208 (31.23)

)

It is evident from the above table that sales quantity and sale value in
199899 decreased from 354462 M. Tons and Rs.752.027 million to 136558
M.Tons and Rs.295.660 million registering a decrease of 61.47 and 60.69%
respectively over the previous year. The net loss suffered by the company rose to
Rs.231.238 million. This was mainly due on account of failure of the company to
meet the target of production and sale which led to increase in manufacturing



cost. Company aceased production in January,1999. Early decision for its
privatization or reoperation need to be taken.

The current assets of the company stood at Rs.243.397 million as against
current liabilities valuing Rs.615.387 million held by the companjatctose of
the year 199®9. The current ratio of 0.40=1 reflects a very poor liquidity
position of company and it is much below the satisfactory ratio of 2=1. Effective
steps are required to be made to improve its liquidity position.

Against the capaty of 630,000 M.Tons of clinker production per annum
a quality of 112,030 M.Tons of clinker was produced utilizing capacity by
17.78% only. The less capacity utilization needs justification.



STATE ENGINEERING CORPORATION (P VT) LIMITED
AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

State Engineering Corporation (SEC) was established in 1973 with a paid
up capital of 836 million fully subscribed by the Federal government. The
Corporation manage and controls importas¢gments of Engineering
Technology. The corporation eaned profit opf Rs.93.247 million in the year,
199394 then sustained losses of Rs.181.006, Rs.462.219, Rs.107.170 and
Rs.167.913 million during 19995 to 199798 and Rs.98.895 million in 19980.

The working results of the corporation for the year 1998s compared
with those of the previous year are tabulated below:

(Rs. in million)

S. | Particulars. Percentage
# increase/

199899 | 199798 (decrease)
1 Income 19.526 12.088 61.53
2 Expendture 119.612  180.262 (33.65)
3 Profit for the year 100.086  168.174 (40.49)
4  Other income 1.243 .261 376.25
5 Profit(Loss)before taxation 98.843  167.913 (41.13)
6 Profit(Loss) after taxation 98.895 168.029 (41.14)
7 Accumulated profit/Loss 1611521 1512.626 6.54

The above table would indicate that the company sustained a loss of
Rs.98.895 million during the year under review. The accumulated losses
increased to Rs.1611.521 million as on June 30, 1999 from Rs.1512.626 million
at the close ofthe previous year. The reason of losses are provision for
diminution in the value of long term investment of Rs.161.818 million.
Necessary steps are required to be taken to make the company viable.

Other receivables stood at Rs.43.815 million on JB0Ge 1999 as
compared to Rs.41.794 million as on June 30, 1998. Steps are still required for
early realisation of the outstanding amount.



An amount of Rs.37.118 million is receivable from the Federal
government (Privatization Commission). This point a0 highlighted in the
previous year’'s audit comments but no act
management. Necessary steps need to be taken for the early adjustment/recovery.

Provision for doubtful loan and interest aggregating to Rs.9.824 million
due from Pakistan Switchgear Limited has not been made in these accounts. The
loss for the year has as such been understated to that extent which is pointed out.



HEAVY ELECTRICAL COMPLEX (PVT) LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 199899.

The company was incorporated as a private limited company on December
9,1991 fully owned by the State Engineering corporation(SEC) Ministry of
Production Government of Pakistan. The company is engaged in manufacturing
of power transformers.

The working results of the complex for the year 2998s compared with
those of the preceding year are given hereunder:
(Rs. in million)

S.# | Particulars. 199899 199798 %age
increase

(decrease

1. Sales. 52.867 112.577 (53.04)
2. Cost of sas. 69.661 130.781 (46.74)
3. Gross Profit (Loss) (16.794) (18.204) (7.75)
4. Operating expenses. 13.471 16.378 (17.75)
5. Operating profit/loss (30.077) (34.240) (11.60)
6. Accumulated loss 331.492 206.259 60.72

The above table indicates that oggrg results of the complex fell sharply
during the year 19989 as against the pervious year. Adverse operating results
may be attributed to decrease in sales by 53.04% over the previous year. The
complex sustained loss of Rs. 30.077 million in }998aginst loss of Rs.
34.240 million in the pervious year. Efforts are required to be made to boost up
sales and control the operating expenses in order to improve the working results
of the complex

Trade receivables increased to Rs. 65.414 million at thex=af the year
199899 from Rs. 49.697 million at the close of year 1987reflecting increase
of 31.63% . Efforts are required to be made to keep the trade receivables to
minimum possible limit.

Accumulated loss sustained by the complex rose to Hs433 million on
30-6-1999 from Rs. 206.259 million on 31998 showed increase of 60.72%.
Immediate steps are required to be taken to improve the working results of the
company.



HEAVY MECHANICAL COMPLEX (PVT) LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

Heavy Mechanical Complex (Private) Limited is a private limited
company incorporated in Pakistan and is a wholly owned subsidiary of State
Engineering Corporation (Pvt) limited (SEC) . The Principal activities of the
company are mariacture, supply and installation of machinery of cement, sugatr,
oil gas and energy sector, industries and manufacture and supply of cranes.
Boilers, Defence and construction equipment as well as production of ferrous and
nonferrous metals and alloys, égags and forgings. The working results of the
company for the year 19980 as compared with those of the preceding year are
appended below:

(RS in million)

S.#| Patrticulars. 199899 199798 %age
increase

(decrease

1. | Sales. 632.883 631.312 0.5
2. | Cost of sale 781.839 800.621 (2.35)
3. | Gross (loss) (148.956)| (169.309) (12.02)
4. | Operating expenses. 116.590 117.195 (0.52)
5. | Operating loss. (265.546)| (286.504) (7.320)
6. | Otherincome. 43.545 64.343 (32.32)
7. | Financial expenses. 178.190 157.303 13.28
8. | Prior period adjustment 85.175 - -
9. | Net loss before taxation. (315.016)| (379.464) (16.98)
10. | Taxation 3.179 3.165 0.44
11. | Net loss after taxation (318.195)| (382.629) (16.84)
12. | Accumulated loss (2223.241)| (1905.046) 16.70

Although during the year under

review the cost of sales decreased by

2.35% yet the company sustained Gross loss of Rs. 148.956 million as against
gross loss of Rs. 169.309 million sustained during previous year. The company is
continuously sustaining loss atite accumulated losses at the close of the year
199899 amounted to Rs. 2223.241 million. Other income decreased by 32.32%
and financial expenses increased by 13.28 %. The company sustained net loss
before taxation of Rs. 315.016 million during the yeader review against net

loss before taxation of Rs. 379.464 million sustained during previous years. Steps



need be taken to increase the sale of the company and control the cost of sales so
as to over come the financial crises.

The value of tools amoung to Rs. 6.683 million as on June 30,1999 has
been arrived at after making provision for obsolete and slow moving items worth
Rs. 6.797 million. Need to dispose off obsolete tools is stressed upon.

Stock in trade at the close of the year under wevamounting to
Rs. 366.728 million has been arrived at after making provision for obsolete item
worth Rs. 13.494 million which needs to be disposed off.

Trade debtors of the company increased from Rs. 113.328 million as on
June 30,1998 to R222.909 million as on June 30,1999 registering an increase of
96.699%. The amount has been arrived at after making provision for doubtful
debts of Rs. 27.563 million. Strenuous efforts need be made to recover the trade
debts so as to save the companynfiosses on account of bad debts.

Advance, deposits, prepayments, and other receivable at the close of the
year 19989 amounting to Rs. 185.603 million have been arrived at after making
provision for doubtful receivable amounting to Rs. 23.410 milligfiorts are
required to be made to recover these receivables early.



Material and Machine Tools etc.,

PAKISTAN ENGINEERING COMPANY LIMITED.

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99.

The company was incorporated in Pakistan on February, 15, 1950 as a
Pulic Limited Company. Its shares are quoted on all stock Exchanges of
Pakistan. The company is principally engaged in the manufacturer and sale of
engineering products. The major products of the company are Electricity
Transmission Towers, Bicycles, Poweodms, Diesel Engine Pumps, Rolled

The company sustained losses of Rs. 124.908 million in -2994
Rs. 28.562 million in 1996, earned profit Rs. 26.113 million in 1998 and
again sustained losses of Rs. 1@B. million in 199798, and Rs. 146.800 million
in199899. The working results of the company for the year 18®&s compared
with those of 199-08 are given below:

(Rs. in million)

S.#| Patrticulars. 199899 | %age| 199798 | %age to
to sale sale
1. Sales. 243.680 100 358.081 100
2. Cost of sales. 315.248 129.37 397.251 110.93
3 Gross profit/ (loss) (71.568) 29.37 (39.170) 10.93
4. Operating expenses.
i- General & Admn. 47.188 19.36 46.997 13.12
ii- Selling & Distribution. 13.753 5.4 17.579 4.91
60.941 25 64.576 18.03
5. Operating profit/(loss) (132.509) 54.38 (103.746) 28.97
6. Financial charges. 39.244 16.10 63.010 17.59
(171.753) 70.48 (166.756) 46.56
7.  Other Income/(charges) (5.881) 241 (0.372) 96.25
(177.634) 72.90 (167.128) 46.67
8. Workers participatior 30.834 12.65 - -
funds
9. Profit/(loss) before 146.800 60.24 167.128 46.67
taxation
10. Accumulated loss. (1096.738) - (948.720) -

The above table would indicate that sales during the year decreased to
Rs. 243.680 million as compared with the previous year figure of Rs. 358.081
which effected the working results of the company. This was attributed to
operation of plant below capacity and fixed over heads could not be absorbed.



The company is continuouslymming into losses and accumulated loss rose to
Rs. 1096.738 million. The matter needs immediate attention to revive / Privatize
the company.

Advances to others and trade deposits, prepayments and other receivable
increased from Rs. 12.390(m) and Rs.958 million in 199798 to Rs. 14.221
million and Rs. 20.962 million in 19989. Efforts needs to be made to recover
the outstanding amounts at the earliest.



SPINNING MACHINERY COMPANY (PVT) LIMITED

AUDIT COMMENTS
ON THE ACCOUNTS FOR THE YEAR ,1998-99.

The Company incorporated on ™®ctober, 1977 under the repeated
companies Act.1913 (now companies ordinance, 1984) as private company
limited by shares and wholly owned by the Government of Pakistan. The
company which ws established to manufacture Ring Spinning Frames and
Conversion of its high drafting system and general engineering jobs sustained
continuous losses since inception. It sustained losses of Rs. 46.973 million in
199394, Rs. 48.329 million in 19985, Rs16.447 million in 19996, Rs.
15.389 million in 199807, Rs.40.958 million in 19998 and Rs. 62.934 million
in 199899.

The working results of the company for the year 1998&s compared to
previous year are given as under:

A) PRODUCTION DATA.

S | Particulars Unit | Capacity| Capacity] ACTUA
. planned| assesse( L 199798
# 199899
1 Ring spinning frame. Spindle 120000 71400 0 0
2 High draft conversior “ 50000 50000 0 0
3 Creel parts. # 100 100 0 0
4 Suction system. “ 100 100 0 0
5 General Engg: Jis Rs In 25 25 5.715 2.528
(m)
B) FINANCIAL RESULTS. (Rs. in million)
| S.#| Particulars 199899 | % to sale| 199798 | %to sale|
1. Sales Net. 18.812 14.042 100 100
2. Cost of sales. 29.183 155.13  21.954 156.35
3.  Gross profit/(loss) (10.371) (59.152) (7.912) (56.35)
4. Operating expenses
i) General Admn 5.538 29.44 5.054 35.99
ii) Selling & Disturb 0.636 3.38 0.598 4.26

iii) Audit Fee. 0.025 0.13 0.025 0.18




6.199 32.95 5.677 40.43

Profit/loss before tax (62.934) 334.54 (40.958) 291.68
0. Accumulated losses. 521.096 2770 458.067 3262

5. Operating profit/loss. (16.570) (88.08) (13.589) (96.78)
6. Financial expenses. 50.276 267.25 33.787 240.61
7. Other income. 3.883 20.64 6.191 44.09
8 Prior year ' 0.029 0.15 0.227 1.62
9.

1

The above table indicates that the company did not manufacture even a
single item out of the assessed capacity of different products except General
Engineering Jobs. The General Engineering Jobs which were assessed to be
executed as of Rs. 25 milliponly jobs of Rs. 5.715 million were executed during
the year under review. The jobs executed could not even absorb the direct
overhead consequently, the company sustained gross lose of Rs. 10.371 million in
199899 as compared to Rs. 7.912 million iB9¥-98. The operating expenses
increased from Rs. 5.677 million to Rs. 6.199 million in 1998 Since the
factory remained idle during most of the time the financial expenses registered an
abnormal increase from Rs. 33.787 million in 1887to Rs. 50.27@nillion in
199899. The accumulated losses increased from Rs. 458.067 million "dn 30
June, 1998 to Rs. 521.096 million on™30une, 1999. The equity has been
completely eroded bringing it down to the negative equity of Rs. 485.096 million.

The poor iquidity position of the company can be imagined from the fact
that against its current liabilities of Rs. 564.680 million or631899 only current
assets of Rs. 103.511 million were available to discharge its liabilities. The
company has reached the #tagf bank rupcy and in order to run its day to day
expenses heavy borrowings are made from sister units.

There is no market for ring frames as cheap imported ring frames from
China are available . The customers are not interested in locally manufactured
textile machinery as imported machinery of better quality is available in the
market. The company has also not diversified its products to make them
acceptable in the market. Although the company is included in the list of units to
be privatized by the Gernment yet it was not sold. Previously in 1994 its bid
was called and letter of indent was issued to the highest bidder, but the unit was
not sold. Due to sustaining perpetual losses by the company its early privatization
is stressed.

Exchange fluctu#on losses of Rs. 136.275 million till June, 1999 in
respect of machinery of Rs. 73.895 million purchased against foreign currency
loan dated March, 1978 has been capitalized to the machinery account although
no amount including interest thereon was padacording to International



Accounting Standards, adjusted value of an asset must not exceed the lower of
replacement cost of amount receivable from the sale of assets. In view of the
present condition of the machinery, the realizable cost of the asstteor
replacement cost is apparently lower than the book value of the machinery and
therefore the fluctuation losses have been over capitalized which needs
elucidation /rectification.

The stocks, stores and loose tools of Rs. 45.187 million pertainitige to
period of more then a decade are appearing at their original cost. The market
value of these stores need to be assessed and shown in the accounts on realizable
value.

No penal and additional interest which amounted to Rs. 857.664 million
uptill 30-6-1999 on the loans received from NDFC has been accounted for in the
accounts. Similarly interest of Rs. 6.433 million on short term borrowings of Rs,.
2.50 million from Allied Bank has also not been accounted for in the accounts. As
a result losses haveen understated. The treatment needs to be justified.

Other receivables which stood at Rs. 1.605 million o%6-3@98 increased
to Rs. 2.553 million on 36-1999. The party wise details of theses receivable are
as under:.

(RS in million)
Accrued interest on PECO Loan. 2.313
Accrued penal interest on PECO Loan. 0.202
Accrued interest on SNTDS. 0.038

2.553

Early settlement/ recovery of these accounts is stressed.



AUDIT RESULTS.

Suspected loss of Rs. 3.214 milliordue to nonacceptance of
manufactured spare parts.

Spinning Machinery Company manufactured spare parts on the orders of
Heavy Industries Taxila during the year 1988 Spare Parts amounting to Rs.
3.214 million were rejected by the Heavy Industries lBaguring inspection. The
management of Spinning Machinery Corporation (S.M.C) had taken no action
either to remove the defects due to which these spare parts were rejected or to
arrange disposal thereof. It was further observed that the matter was not
investigated to fix the responsibility for manufacturing spare parts of wrong.
Specification. Spinning Machinery Company is as such likely to suffer loss of Rs.
3.214 million.

Audit is of the view that had a timely action been taken by the
management to reowe the defects while manufacturing these spare parts or on
return thereof, The company could have avoided the loss. The irregularity was
brought to he notice of management or12B999. The management in its reply
of 11-5-1999 stated that some of itemsrevanodified and delivered to H.I.T
while remaining items were still under rectification. The reply is not specific and
as such is not acceptable.

Audit would suggest to-:

i) fix responsibility on the persons at fault for manufacturing spare parts of
wrong Specification.
i) Make necessary arrangements for the early disposal of spare parts of

wrong specification.
iii) Adopt remedial measures to avoid recurrence of such irregularities in
future.



Loss of Rs. 1.178 million due to purchase of Hand Pumps oérse
specification at higher rates.

In Spinning Machinery Company (S.M.C) Kbakh-Pat 17840 Hand
Pumps of same specification i.e. 2ft supplied to Ministry of Local Government
and Rural Development of Pakistan under Social Action Programme were
purchasedat different rates ranging from Rs. 272 to Rs. 490 on the same date
under different purchase orders which caused a loss of Rs. 1,178,460 to the
company.

Audit is of the view that when the total supply orders of Hand Pumps of
same specification of diffent sizes were needed then the management should
have either floated tenders in the press or surveyed the market and negotiated with
M/s. Zahid Enterprise Faisalabad being the lowest one. The management ignored
this option and purchased Hand Pumps of sapezification and size at higher
rates form various sppliers which s tantamount to extensive under financial
assistance to them. Had the purchase of hand pumps of same specification, been
made from M/s. Zahid Enterprises Faisalamabad @ Rs- @i&tompay could
have avoided loss of Rs. 1178,360. The irregularity was brought to the notice of
management in July 1999. The management in its reply of May, 1999 stated that
order was received from the Ministry for supply of Hand Pumps all over contry
and Spinmg Machinery Company was given short time for that . The reply is not
acceptable as no proof /evidence in support of its contention hs been provided.

Audit would suggest to-:

i) Fix responsibility on the persons at fault for purchasing hand
pumps of samepecification on the same date at higher rates.

i) Loss of Rs. 1178,360 may either be got regularised from the
Ministry of Production or recovered from the persons held
responsible,

iii) Reasons for not inviting Press tenders may be stated and

iv) Adopt remedial meases to avoid the recurrence of such
irregularities in future.



MINISTRY OF SCIENCE AND TECHNOLOGY




STATE AND FRONTIER REGIONS DIVISION




AUDIT RESULTS

Loss of revenue income of Rs. 1.140 million due to abnormal delay in
repair of bulldozer.

In the Agriculture Engineering Workshop Tribal Area, Mmiran Shah,
Dozer No. KD155 was shifted to workep for repair on April 17, 1993 at meter
reading of 6942 hours. Despite lapse of period of about 5 years the dozer could
not be repaired by the workshop Management and was parked for indefinite
period. The abnormal delay in repair work of the dozer reduh a loss of
revenue income of Rs. 1.140 million (i.e. 16@0@urs per year x 5 years X Rs.
152 per hour) to the Department.

It appears that either the workshop management was not serious in repair
of the doser or the dozer was in irreparable dondi

The irregularity was reported to the Management through advance draft
para on June 8,1998. In reply furnished vide letter dated July 22,1998 the
management stated that the funds demanded during the yea®3 #98rovided
would definitely put themachinery into operation. The reply is not tenable. Due
to failure of management the dozer remained idle for want of repair for an
abnormal period and caused loss of Rs. 1.140 million.

Audit would suggest the following:

i) State the circumstances duewthich the dozer could not be got repaired
despite lapse of period of 5 years.
i) Fix responsibility on the persons at fault, and,

iii) Adopt suitable measures for in time repair of dozers in future.



FATA DEVELOPMENT CORPORATION PESHAWAR

AUDIT C OMMENTS
ON THE ACCOUNTS FOR THE YEAR 1998-99

The Corporation was established in 1970 for the economic development of
Tribal Areas. All its development activities are funded through grants by the
Federal Government every year. Besides normal Annual |@@wvent
Programmes, the Corporation executed a number of schemes in Water Sector
under Special Development Programme funded by the Federal Government
Provincial Government, Japanese Government and US Aid.

Inter Division accounts have remained unrecautibnd as a result a
di fference of Rs. 4,564,582 has been shown
for early reconciliation/clearance of the suspense account is stressed upon the
management.

Fixed assets valuing Rs.264.312 million at the close of trandial year
199899 were held by the Corporation, but no depreciation was charged on the
assets of the Corporation. Thus due to-obarging of depreciation, the true
picture of the fixed assets is not reflected in the accounts.

In the accounts undeeview, item wise details of depreciation have not
been furnished by the management. Need to prepare depreciation schedule is
stressed upon the management.

Fixed assets and stock and stores valuing Rs.264.312 million and Rs.9.312
million respectively werdneld by the Corporation at June,30,1999 but were not
physically verified at the close of financial year. In the absence of proper
physical verification, the value of assets at the year end represented merely book
balance. The need for conducting plegsiverification at the close of the year is
stressed upon the management.

Funds to the tune of Rs.3,886.121 million were received by the
corporation upto June 30,1999 whereas the development expenditure stood at
Rs.3288.958 million during the year undezview. The utilization of the
remaining funds of Rs.597.163 million could not be verified in audit, because no
details thereof have been incorporated in the account of the corporation. This
needs proper clarification.



Cash at bank as on June 30,9%%00d at Rs.177.124 million as against
Rs.116.960 million at the end of the previous year. Retention of huge amounts in
current account needs to be explained.

A sum of Rs.20.845 million has been shown in the accounts during the
year underthevi ewcabvdl®l es” . Efforts may

same.



AUDIT RESULTS.

) Non recovery of hire charges of machinery accounting to Rs. 0.815
from joint venture
1)) Non taking possession of machinery worth Rs.352.157.

Int he FATA Development Corporation’s Mi
Joint venture agreement was executed with M/s. Gandhara Minerals Peshawar on
October 16,1991 for the development of mining activities relating to the
exploitation of soapstone in Kurram Aggy. As per Claus@ of the contract,
equipment worth Rs. 352,157 was handed over to the party on rental basis to be
fixed from time to time according to the prevailing market rates. The party
however, failed to fulfil the terms and conditions of the jognture agreement as
a result of which the agreement was cancelled on Sept 24,1995.

The Mineral Directorate of the Corporation neither took possession of
machinery/equipment nor recovered the hire charges of Rs. 814,921 for the period
from December, 199to June, 1997. Although a period of more than four years
has elapsed since the cancellation of agreement, but the Management did not take
any interest in recovery of hire charges/ machinery. The corporation is likely to
sustain loss on this account.

When pointed out by audit in April, 1998 the management in its reply of
june 19,1998 stated that the case is subjudice in the court of law. The reply is not
convincing because during the contractual period the management did not take
any action towards theecovery of the outstanding rent which has not only
resulted into loss, the corporation has also been dragged into litigation.

Audit would suggest the following:

i) investigate the matter with a view to fix responsibility for non recovery of
hire chargesmachinery on the person(s) at fault.
i) Take immediate steps for early realization of outstanding hire charges as

well as machinery from the party concerned to void loss to the
Government, and
iii) Adopt suitable measures to safeguard the Government intefesirie

Non recovery of Rs. 380,060 being rent of S.D.O Bunglow from T&T
Department.



A bunglow of FATA D.C. Kurram Project division Parachinar the
bunglow of S.D.O. Ali Zai Sulbivision residential colony Sadda was forcibly
occupied by the T&T Depament in January, 1987. Subsecquently with the
intervention of Provincial Government a monthly rent of Rs. 3;4%85k fixed
w.e.f. April, 1987 for payment by the occupying department.

Although the bunglow has been vacated by the Department, in J@te, 19
but the rent of Rs. 380,050 from April, 1987 to May, 1996 (110 months )is still
lying outstanding against T&T Department and the project management did not
take effective steps towards its recovery so far.

The matter was reported to the managemeApiil, 1998. It was replied
that effort were being made for recovery of the rent from the concerned
Department. The reply was not convincing because a period of more than 11 years
has elapsed since the occupation of bunglow but recovery could not bebynade
the management.

Audit would suggest the following:

Elucidate the circumstances due to which the rent could not be recovered so far
and,;

Strenuous efforts for early realization of long outstanding rent may be taken now
to safeguard the corporatiamterest.

Wasteful expenditure of Rs. 9.214 million due to non conversion of 16
testwells in Muhamand Agency.

The Management of FATA DC under took a scheme of underground
water investigation for development of land in Muhammad Agency in 1987 by
drilling 16 testwells within a period of three years at an estimated cost of Rs.
7.991 million. The job was completed in 1992 and out of 16 test wells, 15 test
well proved successful with an expenditure of Rs. 9.214 million upto 6/92. A
period of more thanisyears has since elapsed, but the successful testwells could
not be converted into proper tubewells, with little chances of implementation of
the scheme in future. Thus the expenditure of Rs. 9./214 million incurred on the
scheme proved wasteful due tegtigence of the management.

The matter was reported to the management in 4/98. In June 1998 and
December 1999 it was replied that the scheme could not be completed due to
non submission of undertakings regarding maintenance/ repair of tubewdiks by t
beneficiaries. The reply of the Management is not based on facts because most of



the beneficiaries had already given the required undertaking or where the
beneficiaries were reluctant undertaking should have been obtained before hand.
The authoritiesdiled to persuade public participation in a well fare project.

Audit would therefore suggest to :

i) Elucidate the reasons due to which the test well could not be converted
into tube wells so far,
i) Make all out efforts for early conversion of test wati® tube wells to

avoid wastage of Government funds.
iii) Adopt remedial measures in future.

Wasteful expenditure of Rs. 167,810 incurred on construction of
pump houses on abandoned tubewells.

In the FATA D.C. Small Dam Division Banu, 25 Nos Tubewelldem
K.F/.W (German) Schemes were drilled in Jani Khel Plain F.R. Bannu during the
year 199496 in which tubewell No. J¥,13and 15 were declared abandoned due
to less discharge of water. The Divisional Management however incurred an
expenditure of Rs.16718 on construction of pump houses and internal
electrification of these abounded tubewell.

The Pumps houses on above tubewells were constructd before the
discharging tests through D&T unit which were later on conducted and the
tubewells were declared atoned by the Germn Expert. This state of affair of
the Corporaton indicates poor performance, impkroper monitoring and mis
management which caused the corporation a loss of Rs. 167,810.

The matter was reported to the management in Apriol, 1998 the
Managment in their reply of June 19,1998 stated that the construction of Pump
houses and internal electrification of the abondoned tubewells carried out before
D&T because the Divisional Office was required to complete it within rarget
period of 20 days. Theply is not correct because there was no such target period
for construction of pump houses. Moreover the discharging test should have been
conducted within the stipulated period. It was further stated by management in
Dec, 1999 that cost was reimburseddmnar Agency. The reply is not tenable as
no benefits accrued for the expenditure incurred.

Audit would suggest the following:



i) Investigate the matter with a view to fix responsibility for construction of

pump Houses on abandoned tubewells before B84ts.
i) Make goods the | oss by recovery from th
iii) Adopt suitable measures to avoid the recurrence of such cases in future.

Mis-appropriation of Rs. 4.704 million due to ficticious/ fraudulent
disposal of stores and T&P.

In the FATA D.C. Bara River Canal Division, various valuable stores and
T&P worth million of rupees were auctioned by the XEN on October 10,1996
through heand collected quotations and without approval of the higher authorities.
The survey report prepared by the Bignal Management contained certain new
items like Copper Sheets (3800 KG) Copper Wire (11640 KG), Steel Farms (2633
KG) Iron and Gl wire etc were shown with extremely low value. The total stores
including above valuable items wer sold to a local cotdrdor Rs. 41,814 only.

The Chairman FATA Development Corporation also conducted an
enquiry which revealed that a loss of Rs. 4.704 million was sustained by the
government in only 9items out of 203 items, which were sold for a nominal
amount of Rs.25790 as against the approximate market value of Rs. 4.730
million. The remaining wserviceable items were sold for Rs. 9,035 the book
value of which was not ascertained due to non availability of unserviceable
register. On the basis of enquiry report, AigD. Director (Works) was
appointed as authorized officer on January 6, 1997 but the case was kept in a cold
storage by the concerned without any valid justification.

When pointed out by the audit in April 1998 the Management in its reply
of June 19,1998tated that the actual loss of Rs. 0.247 million and not Rs. 4.704
million as worked out by the enquiry officer. It was further stated that most of the
items were purchased in 1970 for construction of BRC Scheme, the written
doewn value of which was alnmtasil and the XEN was empowered to dispose
off the unserviceable items upto Rs. 50,000. The reply is not convincing because
the loss worked out by the enquiry officer is correct and according to the market
rates. The sale value of non perishable goo@sQigpper Sheet/ Copper Wire was
worked out @Rs. 0.31 per KG (i.1) 15440 KRs. 4,820 KG) against the scrap
value of Rs. 200 per Kg., which cannot be considered as authentic in any way.
The XEN was not competent to dispose off the new stores.

Audit sauld suggest the following:



Elucidate the reasons due to which disciplinary action could not be taken against
the defaulters in the light of enquiry report.

Immediate action towards the recovery of the embezzled amount may taken
decides disciplinary aicin against the defaulters and

Ways and means be adopted to safeguard the Government Property in future.
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NATIONAL ENGINEERING SERVICES PAKISTAN (PVT) LIMITED

AUDIT COMMENTS

ON THE ACCOUNTS FOR THE YEAR 1998-99

The company was incorporated in 1973 under companies Act, 1913 (Now
Companies Ordinance, 1984). The compas wholly owned by the Federal
Government of Pakistan and is engaged in Engineering Consultancy Services in
Pakistan and abroad.

It earned profit of Rs.65.089 million in 1993, Rs.69.784 million in 19984
Rs.78.523 million in 199495, Rs.109..88 million in 199596, Rs.105.992
million in 199697, Rs.71.821 million in 19998 and Rs.16.713 million in 1998
99.

The working results of the company for the year 1998as compared
with those of the preceding year are given hereunder:

(Rs. in milion)

S.# | Particulars. Percentage
increase/

199899 | 199798 | (decrease)

1 Income 727.181 747.984 (2.78)
2 Expenditure( Admn Expenses) 690.176 661.634 4.31
3 Profit before taxation 37.005  84.350 (56.12)
4 Provision of Taxation 20.292 12.529 61.96
5 Profit after taxation 16.713 71.821 (76.72)

The above table would show that income decreased from Rs.747.984
million in 199798 to Rs. 727.181 million during 199® whereas the
expenditure increased to Rs.690.176 million during 1998as agaist
Rs.661.634 million during the year 1'998. Resultantly profit of the company
decreased by 76.72%. Steps need to be taken to increase the income and control
the expenditure so as to check the fall in income since-2695

Contract receivable stood #@&s.502.774 million as on 3®1999 as
against Rs.509.730 million as on-86-1998. Although the business of the
company has decreased since 196%he contract receivables are constantly on



the increase which is not justified. Non recovery of compamsdas led to
heavy provision of Rs.55.864 million on account of doubtful debts. Strenuous
efforts need be made to recover the receivables from the parties concerned so that
funds stuck up could be realized and utilized in best interest of the company.

Fee and charges, contain certain expenses incurred by the company which
are recoverable from the customers. Nature of expenses incurred and reasons
thereof need to be stated and steps taken for early recovery of the same.



NATIONAL POWER CONSTR UCTION CORPORATION (PVT)
LIMITED

AUDIT COMMENTS
ON THE ACCOUNT FOR THE YEAR 1998-99.

The Company was incorporated on™18uly, 1974 under the companies
Act 1913(Now companies Ordinance 1984) . The company is wholly owned by
the Federal Government of lstan and is engaged in power construction works
in Saudi Arabia. It earned profits of Rs. 14.683 million in 19984 Rs. 9.483
million in 199596, Rs. 22.840 million in 19987, Rs. 21.463 million in 19998
and Rs. 40.702 million in 19989. The workingresults of the company for the
year 199899 as compared with the previous year are given below:

(RS in million)
| S#| | Particulars. 1199899 [ 199798 |
1. Contract and other income.
i-  Contract value. 2202.727 72.989
ii-  Credit balances writteback. - 10.785
iii- Interestincome. 15.510 17.684
iv- Insurance claim 0.242 1.719
v- Sale of assets of scrap and gain 0.256 0.040
disposal of tangible fixed assets.
vi- Misc: Income . 1.609 0.001
Total income. 2220.344 103.218
2. Contract and other expenses
i-  Material consumed. 1512.506 5.350
ii- Salaries, Wages and other benefits. 70.969 24.177
iii- Sub contracts. 514.323 13.700
iv- Depreciation. 8.140 3.481
v-  Other expenses. 64.541 32.510
vi- Financial charges . 9.163 2.537
Total expenses. 2179.642 81.755
3. Pretax profit. 40.702 21.463

The increase in profit from Rs. 21.463 million in 1988 to Rs. 40.702
million in 199899 was due to increase in executmntwo ongoing contracts
amounting to SR. 138.745 million and SR.168.976 million. In the year-2897
contracts of the value of SR 4.363 million were executed whereas the work of the
value of SR.158.830 million were executed during the year under review.
However the cost of contract executed in 1:998worked out to 98.5% of the
contract value as compared to 94.6% of the contract value ir9®R9% view of



high percentage of cost of contract, steps need to be taken to secure new contract
before the expy of the contracts in hand so that the overheads are adequately
absorbed. Overall the performance of the company as a whole was satisfactory.

Two works of SR.68.798 million and SR.75.730 million out of the
contracts in hand were left unfinished orf"3ne 1992000. As such no work
will be left for execution. No steps have been taken to secure new contracts
consequently the profitability of the company may decline in the subsequent
years. The management was confronted with the problems of arranging Bid
Bands, performance/ advance payment guarantees in favour of the clients for new
contracts as well as arrangements for letter of credits due to reluctance of Saudi
Foreign Banks on account of continued decline in the financial ratings of Pakistan
financid institutions. The Government may kindly look into the matter and
arrange the performance guarantees for new contracts when obtained so that a
source of foreign exchange is not dried up in the years to come.

RECOVERIES MADE AND FINANCIAL IRREGULAR ITIES/ LOSSES
OF PUBLIC MONEY CONDONED OR RECTIFIED AT THE INSTANCE
OF AUDIT.

During the year 19989 local audit inspection of Public Sector
Enterprises of the Federal Government was conducted and results thereof
pinpointing various type of Financiat@gularities and losses of Public money
etc. were communicated to administrative Ministries/ Divisions and the
organisations concerned in the shape of Audit Inspection Reports/ Advance Paras
and draft Paras.

In certain cases as per details giveninthes e ment “ A” , the con
Ministries/ Management while accepting the losses/ irregularities pointed out by
audit made recoveries to the tune of Rs. 45.995 Million at the instance of audit.



St atement

i Ao

showi ng

t heceaofauditoveri es

Name of Ministry/
Division and
Corporation/ Unit

Brief particulars of
recoveries

Amount
(Rs. in Million)

Ministry of Finance and
Economic Affairs.

1) NonRecovery of
fully matured loans
amounting to Rs. 2.51¢

million.

2.516

2) Fraudulent payment
of Rs. 323 million for
the purchase of tractor

0.323

3) Non-Recovery of Rs.
16.334 million from
loanees who misutalise
the loans.

16.334

Ministry of Commerce.

1) NonRecovery of
Emergency loans
amounting to Rs.
1117394

0.112

2) Expected loss of Rs.
1277524 due to non
recovery of
Commission dues from
field workers.

0.128

3) Irregular and
unjustified payment of
Medical bill amounting
to Rs.320415/due to
non-entitlement.

0.231

Cabinet Division

1) NonRecovery of
huge outsinding dues
amounting to
Rs.27695873/from the
Govt. Department.

26.351

TOTAL

45.995

ma



ANNEXURE |
PAC DIRECTIVES

CABINET DIVISION

ACTIONABLE POINTS
Appropriation Accounts / Audit Reports /pé&cial Audit Reportsfor the
years19989 pertaining tahe Cabinet Division were taken up for examination
by Special Committe# of the PAC in the meetings held on July™2@011, in
Committee Room No.2 Parliament House, Islamab@dcisions taken are
summarized below:

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE
YEAR 199899
PRINITING CORPORATION OF PAKISTAN

PARA 41 (PAGE 20ARPSE-199899)
LOSS OF RS. 1.918 MILLION DUE TO IMPROPER PRINTING OF
TELEPHONE DIRECTORIES

Audit pointed out that the Printing Corporation of Pakistan (PCP) Lahore received
and oretred in February, 1991 for printing of 250,000 Telephone Directories from
Central Telecommunication Corporation (PTC). The delivery period as per
agreement was 90 days. As a order, each Directory was to be printed on one
thousand pages but PCP printed Bieectory on 1104 pages. PTCL imposed a
penalty of Rs 1.918 Million on account of late delivery of Directories and also
deducted an amount of Rs.5.083 million due to difference in cost of paper.

The PAO informed the Committee that the DAC directed the IRGIB meeting

held in October 1999 to take the matter with Central Telecommunication
Region authorities at Lahore for recovery of unjustified deduction of Rs 1.918
million on account of penalty due to late delivery of CTR, 1991 issue printed by
PCP Prss, Lahore. The settlement of unjustified deduction of Rs 1.1918 million
due to late delivery has been ascertained/identified and taken up with PTCL
Headquarters, Islamabad fresh as evident from enclosed correspondence. It is
hoped that this dispute wilesettled shortly.

As regards the deduction of Rs. 5.083 million due to difference in cost of paper,
the actual difference agreed between Printing Corporation of Pakistan and Central
Telecommunication Region was Rs. 1.506 million as evident from copy of
minutes of the meeting held on -08-1993 to 1406-1993 with Central
Telecommunication Region. Out of which an amount of Rs. 1.355 million was got
refunded from PTCL vide RV No. 4722 dated-D1t1993 Lahore Press. The
record was got verified from Commercmaldit Wah Cantt on 3A0-2001.



DIRECTIVEs
The Committee recommended the Para for reconsideration by the DAC and
directed the PAO to put up a report on this Para within two months.

(ACTIONABLE POINTS)
Actionable points arising from the discussion of nmegbf the SusCommitteel
of the Public Accounts Committee held dhAugust, 2015 pertaining t6abinet
Division, in the Parliament House, Islamabad under the Convenership of
Ms. Shahida Akhtar Ali, MNA for examination of Appropriation
Accounts/Audit Rports/Special Audit Reports for the year 1988

AUDIT REPORT PUBLIC SECTOR ENTERPRISES - 199899.
PRINTING CORPORATION OF PAKISTAN (PVT) LIMITTED.

1. PARA NO. 41- PAGE NO. 20ARPSE- 199899.
LOSS OF RS. 1.918 MILLION DUE TO IMPROPER PRINTING OF
TELEPHONE DIRECTORIES.

The Audit pointed out that the Printing Corporation of Pakistan (PCP) Lahore

received an order in February, 1991 for printing of 250,000 Telephone Directories

from Central Telecommunication Corporation (CTC). The delivery period as per

agreenent was 90 days. As an order each Directory was to be printed on one

thousand pages but PCP printed the Directory on 1104 pages. PTCL imposed a

penalty of Rs.1.918 million on account of late delivery of directories and also

deducted an amount of Rs. 5.088lion due to difference in cost of paper.

The PAO informed that full amount of Rs. 1.918 million has been adjusted out of

the dues of PTCL with the approval of PCP’

SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the paragettlement.

(ACTIONABLE POINTS)

Actionable points arising from the discussion of meeting of theCaubmitteel of
the Public Accounts Committee held or%d3ecember, 2015 pertaining to Cabinet
Division, in the Parliament House, Islamabad under thav€wership ofMs.
Shahida Akhtar Ali, MNA for examination of Appropriation Accounts/Audit
Reports/Special Audit Reports for the years 19938



AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR
199899
PAKISTAN TOURISM DEVELOPMENT CORPORATION

3. PARA NO. 55 PAGE NO. 35 (ARPSE 19989).
Loss of Rs. 822,734 on account of non recovery of license fee from M/s
Hamsafar rent a car.

The audi t pointed out t hat t he managemer
Rawalpindi signed an agreement with M/s Hamasafar RerdrarnC1991. As

per agreement a license fee amounting to Rs. 156,000 per annum was to be paid

by the party to M/'s Flashman’s Hotel for a
office in the premises of Hotel and carrying out the activities of rent &eaty

was not regular in payment of their dues which accumulated to Rs. 822,734 as

on 315-1997.

The PAO informed that an amount of Rs. 210,000 has been recovered, rest of the

amount will be recovered shortly.

SUB-COMMITTEE DIRECTIVE
The SubCommittee peded the para till full recovery of amount.

(Court Case)

4. PARA NO. 56- PAGE NO. 35 (ARPSE 19989).
Expected loss of Rs. 423,000 due to non recovery from licensee of PTDC
Motel at Khuzdar.

The PAO informed the SuBommittee that the expenditure farrpuing the case
in the court of law is much higher than the recovery of amount of Rs. 423,000. If
committee considered the amount may be written off from competent forum.

SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the para for settlemerjesutn get write off
by PTDC Board and verification of record from Audit.

MINISTRY OF CULTURE

OVERVIEW

Annual Audit Report for the year 1998 pertaining tdinistry of Culture was
examined by Public Accounts Committee (PAC) Sdmmitteel on 8" July
2014.




1.1 3 Paras and 1 Grant were presented by the Audit Department which were
examined by the Committee and settled the same.

(Actionable Points)

Actionable points arising from discussion of the meeting of-Galmmitteel of
Public Accounts Commitee held on 8 July, 2014 for examination of
Appropriation Accounts/Audit Reports/Special Audit Reports for the years-1998
99 of Ministry of Culture as belowx

APPROPRIATION ACCOUNTS CIVIL VOL -1 199899

1. GRANT NO. 118

SUB-COMMITTEE DIRECTIVE
On preserdtion, the Committee settled the above mentioned grant on the
recommendation of the Audit.
AUDIT REPORT FOR THE YEAR 1998-99
NATIONAL FILM DEVELOPMENT CORPORATION

2. i) PARA 50, ARPSE 19989

1)) PARA 51, ARPSE 19989

iii) PARA 52, ARPSE 19989

SUB-COMMITTEE DIRECTIVE
On presentation, the Committee settled the above mentioned three (03) Paras on
the recommendation of the Audit.

DEFENCE PRODUCTION

(ACTIONABLE POINTS)

Appropriation Accounts /Audit Reports/ Special Audit Reports for the
years 19989 petaining to the Defence Production Division were taken up for
examination by Special Commiti¢eof the PAC in the meeting held orf"9
August 2011, in Committee Room No.2, Parliament House, Islamabad. Decisions
taken are summarized below:



AUDIT REPORT ON MINISTRY OF DEFENCE PRODUCTION FOR
THE YEAR 1998-99

PAKISTAN ORDNANCE FACTORIES

PARA 11 PAGE 1611 CADS 199899

LOSS OF RS. 2.526 MILLION DUE TO REJECTION OF WOODEN
SLEEPERS.

Audit Pointed Out that in POF the management entered into an agreement with
M/s Wah Engineering on March 15,1992 for the procurement of wooden sleepers.
Accordingly, 1190 sleepers valuing Rs.2,525,58@®re received in POF in June
1992 and payment was released to the firm after clearance by the POF Inspection
Authorities. But thesame sleepers were rejected in the final Inspection carried out
by General Manager Electrichl Consequently, the contractor was asked to
replace the sleepers vide letter dated February 16, 1993, but he did not respond.
Had the first inspection been dad out carefully, the loss of Rs. 525,58@duld

have been avoided. A court of enquiry was constituted and it was decided that the
supplier be blacklisted and asked for the replacement failing which the store be
procured at his risk and cost and legdlactaken against the firm to recover the
amount in question. When pointed out by audit in Nov, 1993 the management in
their reply of Dec, 1993 stated that the firm had been blacklisted and the material
would be purchased on risk and cost of the contratitevas further stated that

the contractor has filed a suit against the management and the case was subsjudice
in the Court of law. The reply is not tenable in audit, because the stores supplied
by the contractor was duly inspected by inspection agendywaere passed for
payment. The reply was silent as to how the need for a second inspection arose
and why the stores was passed when it was not according to the laid down
specifications.

The matter was again brought to the notice of Ministry/Managemeipoib,

1994. The management reiterated its previous reply on Dec. 6, 1994. On
verification it was observed that rejected sleepers had neither been disposed off
nor consumed and were lying in POF main stores. Since the supplier has filed a
suit in the cart of law, the decision of risk purchase could not be implemented
and as such POF is going to sustain the loss.

The PAO explained as under:

i) Contract No.105/9D2/LP/MC/Mech/Pur/Ser dated 1592 was placed
on M/s Wah Engineering company, WahCantt fopgy of 2900
Deodar Wooden Sleepers of 3 different sizes at a total cost of Rs.
6,267,500/ The firm supplied 1190 Xwooden Sleepers which were



accepted by the inspection team and the payment of Rs. 2,525,528/
was released.

i) Meanwhile POF management reamva report regarding acceptance of
substandard material. A court of enquiry was, therefore, constituted to
investigate the matter.

iii) The court of enquiry, after thorough investigation andhspection of
the stores, pointed out the irregulariaes confirmed the supply
of the substandard stores. Thus on the recommendations of the court of
enquiry, competent authority ordered disciplinary action against the
officer, blacklisting the firm and to ask them to replace the rejected
materials.

iv) Consequatly the firm was blacklisted and asked by the management to
replace the rejected store in accordance with the specifications
embodied in the contract under the warranty/guarantee clause. The
firm, instead of complying to the contractual obligations, faeslit in
the Civil Court Rawalpindi against the orders passed by the POF for
their blacklisting and withholding of securities/payments. The suit was
dismissed in favour of POF. Now POF have filed a suit in Civil Court
on 2312-96 against the firm for theecovery of dues amounting to Rs.
2,525,528/ which was decided in POF favor on43003. POF
thereafter filed case for execution of decree or6-BB. The court
issued order on 1804 for attachment of property. Court auctioneers
have been appointed tmmplete the procedural formalities. The firm
in the meanwhile filed appeal in Lahore High Court against the
judgment of 24-03 and filed 4 Misc. petitions in the Court of Civil
Judge Rawalpindi. The hearing date fixed by Lahore High Courtis 11
7-2011.

DIRECTIVE

The Committee recommended the para for settlement in view of the action being
taken in the inquiry report and directed the PAO to provide copy of the inquiry
report to Audit. In case Audit is not satisfied the para would be brought back for
consiceration by the Committee.

FATA SECRETARIAT

ACTIONABLE POINTS
Appropriation Accounts / Audit Reports /p&cial Audit Reportsfor the
years19989, pertaining to the Fata Secretariat were taken up for examination by
Special Committed! of the PAC in themeeting held on July 38 2011, in
Committee Room No.2 Parliament House, Islamdbadsions taken are
summarized below:




AUDIT REPORT PUBLIC SECTOR ENTERPRISES
FOR THE YEAR 1998-99

Agriculture Engineering Workshop Tribal Areas

Para -281 Page Ne210 ARPSE-199899

Loss of revenue income of Rs.1.140 million due to abnormal delay in repair of
bulldozer

Audit pointed out that in the Agriculture Engineering Workshop Tribal
Area, Mmiran Shah, Dozer No.KD55 was shifted to workshop for repair on
April 17, 193 at meter reading of 6,942 hourse. Despite lapse of period of about
5 year the dozer could not be repaired by the workshop and was parked for
indefinite period. The abnormal delay in repair work of the dozer resulted in a
loss of revenue income of Rs.4QLmillion (i.e.1500 hours per years x 5 years x
Rs.152 per hour) to the Department. It appears that either the workshop
management was not serious in repair of the dozer or the dozer was in irreparable
condition.

The PAO informed the Committee that thelldozer has been idling in
W/shop for major defects in engine transmission system and track system. Since
require funds were not allocated by the Finance Division for procurement of the
required parts, therefore the dozer could not be repaired andqperttion.

It is very strange and surprising, that on one had the accounts of the
organization are looked into, on commercial point of view and on the other, funds
required for repair and maintenance are not allocated and also the condemned
machinery is ot replaced. As such it is not possible at all for the organization to
function on commercial basis. In fact it is social welfare organization, meant to
provide Agri. Machinery to the small farmers in the far remote areas for leveling
and reclamation of dwrable waste land.

DIRECTIVE
The Committee endorsed recommendation of the DAC for settlement of
the above Para subject to verification of record by Audit.

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR YEAR 1998-99.
AGRICULTURE ENGINEERING WORKSHOP TRIBAL
AREAS

i) PARA NO. 281 PAGE NO. 3 AUDIT REPORT 199899.
LOSS OF REVENUE INCOME DUE TO ABNORMAL DELAY
IN REPARI OF BULLDOZER T RS. 1.140 MILLION




The Audit pointed out that in the Agriculture Engineering Workshop Tribal Area,
Miran Shah, Dozer No. KE155 was kifted to workshop for repair on April 17,

1993 at meter reading of 6.942 hours. Despite lapse of period of about 5 years the
dozer could not be repaired by the workshop Management and was parked for
indefinite period. The abnormal delay in repair worktleé dozer resulted in a

loss of revenue income of Rs. 1.140 million.

The PAO informed the bulldozer has been idle in W/Shop for major
defects in engine transmission system and track system. Since required funds
were not allocated by the Finance Divisiam procurement of the required parts,
therefore, the dozer could not be repaired and put to operation.

PAC DIRECTIVE
The SubCommittee referred the above para to be persued at DAC level as
recommended in the DAC meeting.

FATA DEVELOPMENT CORPORATION PES HAWAR

) PARA NO. 290 PAGE
WASTEFUL EXPENDITURE DUE TO NON CONVVERSION
OF 16 TEST WELLS IN MUHAMAND AGENCY RS.9.214
MILLION.

The Audit pointed out that the Management of FATA DC undertook a scheme of
underground water investigation for development of lanMuhammad Agency
in 1987 by drilling 16 wells within a period of three years at an estimated cost of
Rs. 7.991 million. The Job was completed in 2921and out of 16 test wells, 15
test well proved successful with an expenditure of Rs.9.214 million Jprte,
2015 Thus the expenditure of Rs. 9.214 million incurred on the scheme proved
wasteful due to negligence of the management.
The PAO infor med under a scheme namel vy
Devel opment of Lands i n Merbdrilied atdostdfgency”
Rs.9.21 million during 19871995 while drilling of the scheme was in progress and out
of 16 test wells, 11 wells were ready for conversion. To expedite conversion of these
test wells, PEL for 11 test wells was processed and aypgdoon 5.5.1991 by the
competent authority with the condition that P&M expenditure will be borne by the
beneficiaries. The above condition was imposed as on 5/1990.
PAC DIRECTIVE

The SubCommittee referred the above para to be persued at DAC level as
reoommended in the DAC meeting.

ii PARA NO. 292




NON-SUBMISSION OF ANNUAL ACCOUNTS OF FATA DC
UNITS.

Audit briefed the Committee that PAC in its meeting or0Z&2011
settled the para subject to verification of liquidation report by Audit. But no
DAC convened and no report provided despite making number of request.

The PAO requested to defer the para, will submit a report to Audit and
PAC

PAC DIRECTIVE
The SubCommittee referred the above para to be persued at DAC level
and provide record to Audit

i) PARA NO.289
NON RECOVERY OF HIRE CHARGES OF MACHINERY FROM
JOINT VENTURE RS.0.815 MILLION
NON TAKING POSSESSION OF MACHINERY WORTH
RS.352.157 MILLION

Audit pointed out that Mineral Directorate Peshawar and M/s
Gandhara Minerals Peshawar executed ra jpenture agreement in Oct,1991
for the development of mining activities which was cancelled in Sept,1995.
The Mineral Directorate neither took possession of machinery/equipment nor
recovered the hire charges of Rs 814921.

PAO informed that hire chargeof Rs 814921 is incorrect, actual
amount is Rs 418921 which has been recovered from the bank guarantee of Rs
500000, Corporation has requested the Political Agent Kurram Agency for taking
possession of machinery.

PAC DIRECTIVE

The SubCommittee reconmended the para for settlement subject to
verification of record by Audit and submit a report to Committee.
i) PARA NO.291
MIS-APPROPRIATION DUE TO FICTITIOUS/FRAUDULENT
DISPOSAL OF STORES AND T&P RS 4.704 MILLION.

Audit pointed out in the FATA D.C. Baraiwer Canal Division,
various valuable stores and T&P worth million of rupees were auctioned by XEN
on 10 Oct,1996 through hand collected quotations and without approval of



higher authorities. The total stores were sold to a local contractor for Rs 41,814
only. Chairman FATA Development Corporation conducted an enquiry which
revealed a loss of Rs 4.704 Million to government.

PAO informed that actual loss was Rs 246930 revealed in an enquiry conducted
by DC FATA and Addl Director (Works). Recovery has beeitiated and
Rs,75,600 has been recovered while disciplinary action against the defaulters has
been taken in shape of stoppage of increment of XEN, SDO, Sub Engineer and
Store Keeper.

PAC DIRECTIVE

The SubCommittee recommended the para for settleénsemject to
verification of record by Audit and submit a report to Committee.

Ministry of Finance
ACTIONABLE POINTS
Appropriation Accounts / Audit Reports pé&cial Audit Reportdor the years
199899 pertaining to the Ministry of Finance were takenfapexamination by
Special Committed! of the PAC in the meetings held on July™ 2011, in
Committee Room No.2 Parliament House, Islamab@dcisions taken are
summarized below:

AUDIT REPORT PUBLIC SECTOR ENTERPRISES
FOR THE YEAR 1998-99
Agriculture Development Bank
PARA-68 (PAGE 50A.R-199899

The Audit pointed out that the other assets as oc063D999 include
income tax refundable and other taxes (recoverable) amounting to Rs.9.549 &
Rs.298,505 million. The need for early recovery of the rectleramount is
stressed upon the management.

The PAO explained that the Attorney General has decided the case in
favour of the Bank and the response of FBR is still awaited in the case.

DIRECTIVE

The Committee suggested the PAO to convey observatiorthef
Committee to FBR for settlement of the matter on priority basis and directed to
effect recovery of the balance amount from them. The Committee recommended
settlement of the Para subject to verification by Audit. A report has to be
submitted to the Comititee with in one month.



PARA-70 (PAGE 51 A.R-199899
Non recovery of Loan amounting to Rs. 0.978 million from Chronic Defaulters

The Audit pointed out that the Agricultural Development Bank of Pakistan
granted loan to four loanees who did not repayneaesingle installment since
198889. No action has so far been taken by the management either to recover the
loan or to fix responsibility thereof. It is apprehended that due to non pursuance of
recovery of Rs. 0.0978 million from chronic defaulters thances of recovery of
loan have become remote.

The PAO explained that out of 8 loan cases, 7 cases have since been
closed. An amount of Rs.2.128 million has been recovered whereas as amount of
Rs.0.436 million is outstanding in remaining one loan case.

DIRECTIVE

The Committee recommended the Para for settlement subject to recovery
of the balance amount and verification by Audit within one month.

PARA-72 (PAGE 52 A.R-199899
Non recovery of Revolving Working Capital Loan amounting to Rs. 33.641
million from M/s lttefaq Foundaries Limited

The Audit pointed out that the Agricultural Development Bank of Pakistan
(HQ) Islamabad sanctioned/renewed working capital loan of Rs.32.500 million to
M/s. Ittefag Foundries Limited Lahore vide project appraisal &mthnce
Department letter dated 24th July, 1993. The working capital loan was repayable
on or before 7 July 1994 alongwith mark up. The party was intimated by the
Manager ADBP Model Branch Lahore vide letter datédABgust, 1993 that the
ADBP (HQ) hadallowed renewal of working capital limited of Rs.32.500 million
for further on year i.e. from-I-1993 to 306-94. The accrued mark up for the
period July 1993 to June 1994 amounting to Rs.3.525 million was repaid. The
loan was renewed for another one yiearJuly 1994 to June, 1995 without formal
request for renewal and submission of complete legal documentation. In the
absence of the legal documents the further renewal of the working capital loan of
Rs.32.800 million was irregular and is tantamount ndue favour to the party,
As per recovery statement not a single penny was repaid by the party after
19-06-1994. The outstanding loan alongwith mark accrued thereon stood at
Rs.33.641 million as on 81August, 1995 as per books of the Bank.

The PAO explained that in December, 2010, the Lahore High Court
ordered for reauction of assets with reserve price of Rs.5.000 billion. Last date of
hearing was 18-2011, and next date of hearing is in office.



DIRECTIVE

The Committee directed to get the demn of the court as early as
possible. The Committee directed to put up a report within one month.

PARA-73 (PAGE 53 A.R-199899
Loss of Rs 10.626 million due to non recovery from M/s Falak Shair Enterprises
(Pvt) Multan

The Audit pointed out that thin ADBP Multan Branch an amount of
Rs.5.176 million sanctioned on -P788 to M/s. Falak Shair Enterprises (Pvt)
Multan to set up a Dairy Farm. The project became sick due tonamsgement.
Subsequently the firm became defaulter and the case was retetheddollector
Multan Division for recovery as land revenue. The Management Director of the
firm was arrested and sent to Jail. However, a sum of Rs.0.272 million could only
be recovered and outstanding balance rose to Rs.10.626 million asO60980
The chances of its recovery have became remote as the project has been closed.
Some Assets like Tractors and Wagons which were registered in the Joint name of
ADBP and the firm in question have been sold out by the sponsors, but he did not
adjust the sale prceeds towards his loan account. The complaint in this regard
was not registered with police. The branch is likely to sustain a loss of Rs.10.626
million on this account.

The PAO explained that an amount of Rs.0.272 million has been
recovered from thdéorrower by auctioning the Jeep of the company. The bank
has tried to auction the project on dateslP71999, 51-2000 and 9D-2000 but
no bidders participated in the auction. Notice for auction of assets forwarded to
Legal Advisor on 161-2007. After reeipt of Legal Advisor notice for auction
will be advertise in newspaper.

DIRECTIVE

The Committee directed to get the decision of the court and pursue the
matter vigorously. The Committee directed to put up a report within one month.

PARA-74 (PAGE 54 A.R-199899
LOSS OF RS. 5.691 MILLION DUE TO IRREGULAR REMISSION OF
INTEREST TO THE LOANEES WHO MIS -UTILIZED THE LOAN

The Audit pointed out that in Agriculture Development Bank of Pakistan,
Model Branch, Lahore, a fixed loan of Rs.3.00 million and workiapital loan
of Rs.4.00 million were sanctioned by ADBP (head Office) Islamabad €-19
1998 to M/s. Rich Grfen Seed Industries, Lahore for the establishment of Seed
processing plant. The fixed project loan of Rs.2.992 million was disbursed in May




1993 tothe party. Economic viability of the project and Financial position of
loanee was not properly assessed with the result that the amount was misutilized
by the loanee and the project was closed without operation.

The PAO explained that an amount of R&b.iillion has been recovered
by Bank against the disbursed amount of Rs.6.834 million. For remaining
recovery, the bank has filed an appeal in Supreme Court of Pakistan, in
September, 2010, against the orders of the Lahore High Court dgt20810 for
sdtlement of account under SBP Package, 1997. Case has not yet been fixed for
hearing.

GENERAL DIRECTIVE ABOUT COURT CASES
The Committee directed to pursue all the Court /NAB / FIA cases
vigorously and seek assistance of the concerned Advocate Generérlpr
hearing, discuss those 120 cases in the DAC and send a monthly progress report
on the recommendations of the DAC. These would then be put up in the next
meeting before the Committee for consideration and decision.
PARA-73S (PAGE 54 A.R-199899
Non recovery amounting to Rs. 5.047 million from Defaulters
PARA-74-S (PAGE 54 A.R-199899
Non recovery of Rs. 3.259 million from 25 Defaulters
PARA-84 (PAGE 62 A.R-199899
Non recovery of loan amounting to Rs.2.750 million
Small Business Finance Corporatin
PARA-85 (PAGE 62 A.R-199899
Non recovery of overdue loan amounting to Rs. 1.388 million
PARA-86 (PAGE 62 A.R-199899
Non recovery of Rs.7.483 million from the different loanees

DIRECTIVE

The above cases have to be considered by DAC before d@tusdihe
next meeting of PAC.
FEDERAL BANK FOR COOPERATIVE

PARA-78 (PAGE 57 ARPSE-199899)
Federal Bank for Cooperatives

The Audit pointed out that other assets include unauthorized withdrawals
amounting to Rs.9.5 million made by the staff members dfidd@l Office,
Karachi during previous year. The matter is still under investigation on
registration of the case with FIA. Further progress of the case needs to be
intimated.




The PAO explained that the NAB is representing the case through the
public proseutor in the court. The office is also maintaining close liaison with the
concerned NAB authorities. In order to ensure effective persuasion the services of
an officer of Sindh Provincial Cooperative Bank were acquired. He has been
equipped/provided necesy details on all cases and given a specific format to
submit progress report on each of the cases on hearing to hearing basis. The Court
ordered to issue Notice to all the witnesses and Investigation Officer for attending
the court.

DIRECTIVE

The Commitee observed that the department did not follow up the case
with NAB properly. The Para was pended for the next meeting with the direction
to call representative of NAB in the DAC along with full record and ask him to
appear before the PAC in the next tiveg

SPECIAL AUDIT REPORT # 53 ON LOAN RECORD OF
AGRICULTURAL DEVELOPMENT OF PAKISTAN (APRIL -1999)
DIRECTIVE

The Committee directed the PAO to hold a DAC meeting on this Special
Audit Report and present it before the Committee in the next meeting.

(ACTIONABLE POINTS)

Actionable points arising from discussion of the meeting of-Gaimmitteel of
Public Accounts Committee, held on"819" March, 2015 for examination of
Appropriation Accounts/Audit Reports/Special Audit Reports for the years-1998
99 of Finance Division below:
DIRECTOR GENERAL COMMERCIAL AUDIT& EVALUATION |,
LAHORE
AGRICULTURE DEVELOPMENT BANK OF PAKISTAN

9. PARA 68, PAGE5SGARPSE-199899
The Audit pointed out that the other assets as o#%-B899 include
income tax refundable and othtaxes (recoverable) amounting to Rs.
9.549 & 298,505 million. The need for early recovery of the recoverable
amount is stressed upon the management.

PAO explained that efforts have already been made to settle the matters
and promised to expedite fos iearly settlement.



10.

11. )

ii)

PAC DIRECTIVE
The SubCommittee pended the Para with the direction to settle the matter
in DAC within one (01) month under intimation to PAC.

PARA 70, PAGE-51-ARPSE-199899

NON RECOVERY OF LOAN AMOUNTING TO RS.0.978

MILLION FRO M CHRONIC DEFAULTERS.

The Audit pointed out that the Agriculture Development Bank of Pakistan
granted loan to four loanees who did not repay a singly installment since
198889. No action has so far been taken by the management either to
recover the loan do fix responsibly thereof. It is apprehended that due to
non pursuance of the recovery of Rs. 0.978 million from chronic
defaulters the chances of recovery of loans have become remote.

PAO explained out of 8 loan cases 07 cases have since been aoksed
only one (01) case outstanding. Efforts have already been made to
recovery the balance amount.

PAC DIRECTIVE
The SubCommittee recommended the Para for settlement subject to
verification of record within one month under intimation to PAC.

PARA 72, PAGE 52ARPSE-199899

NON RECOVERY OF REVOLVING WORKING CAPITAL LOAN
AMOUNTING TO RS.33.641 MILLION FROM M/s ITTEFAQ
FOUNDRIES LIMITED

PARA 73, PAGE53ARPSE-199899
LOSS OF RS.10.626 MILLION DUE TO NON RECOVERY FROM
M/S FALAK SHAIR ENTERPRISE S (Pvt) MULTAN

PARA 74, PAGE54ARPSE-199899

LOSS OF RS.5.691 MILLION DUE TO IRREGULAR REMISSION
OF INTEREST TO THE LOANEES WHO MIS -UTILIZED THE
LOAN

PAC DIRECTIVE
The SubCommittee recommended the above mentioned (03) three Paras
for settlement othe recommendation of DAC.




12.i) PARA 73-S, PAGE54ARPSE-199899

ii)

NON RECOVERY AMOUNTING TO RS. 5.047 MILLION FROM
DEFAULTERS

The Audit pointed out that in Agriculture Development Bank of Pakistan.
Thatta an amount of Rs. 85.047 million was outstadagainst
defaulters, shown in the village wise defaulter list as on Jan 7, 1997. The
shows poor performance of the

management. No effective steps were found to have been taken for its
recovery. The chances of recovery are remote.

PAO stated that amouhtave been recovered in a loan case, whereas the
07 cases are decided in the favour of bank by the banking court. The PAO
assure the committee to expedite these cases for early recovery.

PARA 74-S, PAGES54ARPSE-199899

NON RECOVERY OF RS. 3.259 MLLION FROM 25

DEFAULTERS

The Audit pointed out that in Agriculture Development Bank of Pakistan,
Kotri a huge amount of Rs. 3,259,464fas outstanding against 25
defaulters as on June, -3997. All 25 loanees were not paying
installments regularly as asult of which the principle amount and
interest thereon accumulated to Rs. 3,259;/46/ proper action was
found to have been taken against the defaulters for its recovery. As the
loanees failed to repay loan regularly, the chances of recovery have
becone remote.

The management intimated the latest recovery position from defaulters in
their reply dated Feb, 12, 2000 according to which Rs. 2.165 million were
still outstanding as on June, 30,1999. The reply was not satisfactory as the
pace of recovery wagery slow and the management did not intimate the
action taken against the defaulters.

PAO stated that only 0.949 million is outstanding in these cases and the
efforts are being made to recover the said amount soon

PARA 75S, PAGE54ARPSE-199899

NON RECOVERY OF RS.3.001 MILLION FROM A PARTY

The Audit pointed out that in Agriculture Development Bank of Pakistan,
Thatta branch a heavy amount of Rs. 3,001 was outstanding against 12
loanees all of them belonging to one family. The loans werdisaad

and disbursed to the family from 1984 to 1991.




13.

14.i)

None the defaulters, with the exception to two, has paid even a single

installment of the loan since disbursement. As a result the principle and

interest accumulates to Rs. 3,001,151 upto June, 193fféldive action

was found to have been taken against the defaulters for recovery of
outstanding amount so far. Hence the chances of recovery of the loan are
remote.

PAC DIRECTIVE

The SubCommittee recommended the above mentioned three (03) Paras
for settlement subject to verification of record by Audit under intimation
to PAC within one (01) month.

FEDERAL BANK FOR COOPERATIVES

PARA 78, PAGE5S#ARPSE-199899

Audit pointed out that other assets include unauthorized withdrawals
amounting to Rs. 9.5nillion made by the staff members of Regional
Office, Karachi during previous years. The matter is still under
investigation on registration of the case with FIA. Further progress of the
case needs to be intimated.

PAO explained that NAB is representitige case through the public
prosecutor in the court. Whereas NAB representative stated that the case
was referred to them in 2004 but it was referred back to FIA in 2008.

PAC DIRECTIVE

The SubCommittee pended the Para with the direction to pursueathe c

in the court of law. Further, PAO is also directed to help the investigation
agency (NAB) for the provision of record to them and progress therein be
updated to Audit and PAC at the earliest.

SMALL BUSINESS COORPORATION

PARA 84, PAGE 62ARPSE-199899

NON RECOVERY OF LOAN AMOUNTING TO RS. 2.750

MILLION

The Audit pointed out that Small Business Finance Corporation Multan
Zone disbursed an amount of Rs. 2750,000 to 12 loanees under
NESE/SEP Scheme in 1993. All the loanees failed to pay any
installment and amount due to from the defaulting loanees rose to Rs.
4.130 million on 36066-96. The Staff of branch deputed for recovery of

the loan, reported that no person of such name was residing in the area and




ii)

no business was in exercise for whidfe tloan was sanctioned. The
amount of the loan as such is doubtful.

PAO explained that efforts have already been made for recovery, however,
PAO promised to look into the matter personally.

PARA 85, PAGE 62ARPSE-199899

NON RECOVERY OF OVERDUE L OAN AMOUNTING TO

RS.1.388 MILLION

The Audit pointed out that in Small Business Finance Corporation,
Peshawar loan amounting to Rs. 850,000 were disbursed during the period
ranging from March, 4, 1992 to December, 16, 1993 under loan case No.
9366, 9333, 999 and 9211/5. The laon cases were to be closed up to the
period ranging from January, 11, 1997 to February, 16, 1998.An amount
of Rs. 83,295.00 only has been recovered from the parties concerned upt
December, 15, 1993 but no further recovery has beeuwtef till to date.

The outstanding dues against the defaulters have accumulated to Rs.
13,87,522 as on June, 1998.

PARA 86, PAGE 62ARPSE-199899

NON RECOVERY OF RS. 7.483 MILLION FROM DIFFERENT

LOANEES

The Audit pointed out that in SBFC Chve&l certain loans were disbursed

to the different persons for setting up their business under the various
schemes of SBFC but loanes repaid nothing and went into default.
However, no action has been taken against the defaulters as yet.

PAC DIRECTIVE

The sib-committee pended the above mentioned (03) three Paras with the
direction to expedite the cases in consultation with M/o Law and Justice
Division and progress therein be intimated to PAC and Audit within one
(01) month.

ACTIONABLE POINTS

Actionable ponts arising from the discussion of meeting of the-Sobnmitteel

of the Public Accounts Committee held on"1November, 2015 pertaining to
Ministry of Finance, in the Parliament House, Islamabad under the Convenership
of Ms. Shahida Akhtar Ali, MNA for examination of Appropriation
Accounts/Audit Reports/Special Audit Reports for the years -B898



AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR
199899
AGRICULTURAL DEVELOPMENT BANK OF PAKISTAN

1. Para-68 Page50 ARPSE199899

The Audit pointedout that other assets as on-@Q999 include income tax
refundable and other taxes (recoverable) amounting to Rs. 9.549 & Rs. 298,505
million. The need for early recovery of the recoverable amount is stressed upon
the management.

The PAO informed the Comittee that the matter is under consideration with
FBR which is being pursued and outcome will be intimated to Audit.

SUB-COMMITTEE DIRECTIVE
The SubCommittee directed the PAO to pursue the case and report in two weeks.

2. Para-73-S Page54 ARPSE199899
Non-recovery amounting to Rs. 5.047 million from defaulters.

The Audit pointed out that in Agricultural Development Bank of Pakistan. Thatta
an amount of Rs.05.047 million was outstanding against defaulters, shown in the
village wise defaulters list asn Jan 7, 1997. No effective steps were found to
have been taken for its recovery.

The PAO informed the Committee that an amount of Rs. 22.598 million has been
recovered and verified by audit leaving a balance of Rs. 11.491 million in six
outstanding case

SUB-COMMITTEE DIRECTIVE

The SubCommittee directed to PAO to recover the balance amount within two
weeks and intimate the progress to Audit for verification.

FEDERAL BANK FOR COOPERATIVES.
3. Para-78 Page57 ARPSE199899

The audit pointed out thahe other assets include unauthorized withdrawals
amounting to Rs. 9.5 million made by the staff members of Regional Office,
Karachi during previous years. The matter is still under investigation on
registration of the case with FIA. Further progress of ¢hee needs to be
intimated.



The PAO informed that it is the case in NAB.

The representative of NAB informed that the concerned inquiry officers / team of
the NAB was deputed out station for arrest of culprits in another case and were
not available atdlamabad. The inquiry report will be submitted by the concerned
inquiry officer to DAC at the earliest.

SUB-COMMITTEE DIRECTIVE
The SubCommittee pended the para till the decision of NAB and showed
displeasure on the absence of FIA representative.

SMALL B USINESS FINANCE CORPORATION

4. (1) Para-84 Page62 ARPSE199899
Non recovery of loan amounting to Rs. 2.750 million

(i) Para-85 Page62 ARPSE199899
Non recovery of overdue loan amounting to Rs. 1.388 million.

(iii) Para-86 Page62 ARPSE199899
Nonrecovery of Rs. 7.483 million from the different loanees.

SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the above three (03) paras for settlement
subject to recovery and verification of record by Audit.

AGRICULTURAL DEVELOPMENT BANK OF PAKISTAN
5. (1) Para-70 Page51 ARPSE199899
Non Recovery of Loan Amounting To Rs 0.978 Million from
Chronic Defaulters.

(i) Para-74-S Page54 ARPSE199899
Non-recovery of Rs. 3.259 million from 25 defaulters.

(i)  Para-75-S Page54 ARPSE199899
Nonrecovey of Rs. 3.001 million from a party.

SUB-COMMITTEE DIRECTIVE

The SubCommittee recommended the above three (03) paras for pursuance at
DAC level.




SPECIAL AUDIT REPORT 53
ON LAND RECORD OF AGRICULTURAL DEVELOPMENT BANK
199899
AGRICULTURAL DEVELOPMENT BANK OF PAKISTAN

6. Para-01, Page03 For the year 1999
Non-recovery of Rs. 2,290.623 million from the sponsors of Milk

Plant Projects.

The Audit pointed out that 17 Milk processing plants were financed by the ADBP
since start of project loaning till 199 Financial assistance to the extent of
Rs.611.370 million was disbursed to the parties out of which Rs.17.752 million
only could be recovered leaving a balance of Rs.2290.623 million as on
30,06.1998 The Bank is likely to sustain heavy losses becausglattie and
machinery of the closed units will deteriorate with the passage of time.

The PAO informed that there are 17 cases pointed out in the para, out of which 11
cases has been settled / closed under SBP policy, CIRC policy or on the direction
of BoD and remaining 6 outstanding cases are pending in the court of law.

SUB-COMMITTEE DIRECTIVE

The SubCommittee recommended the para for settlement subject to recovery and
verification of record by Audit and directed to PAO to speed up the process of
recoveryof remaining amount.

7. (1) Para-02, Page04 For the year 1999
Undue favouritism in grant of loans to various loanees amounting to Rs.721.575
million.

(i) Para-03, Pagel2 For the year 1999
Nonrecovery of Rs.3,218.857 million from defaulting projeetnees.

(i)  Para-04, Page21 For the year 1999
Mis-utilization of loan by the borrowers

Rs.432.672 million.

SUB-COMMITTEE DIRECTIVE

The SubCommittee pended the above three (3) paras till the decision of Court
with direction to PAO to pur®ithe cases in the court of law vigorously.



8. 0] Para-05, Page25 For the year 1999
Unjustified remission of interest Rs.64.927 million

(i) Para-06, Page31 For the year 1999
Loss of Rs.23.254 million on account of A@tovery of bank
dues from M/s Aropoul (Pvt) Limited.

SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the above two (02) paras for settlement on the
recommendation of DAC.

MINISTRY OF HOUSING & WORKS
(ACTIONABLE POINTS)

Actionable points arising from discussion of the meetih@ubCommitteel of
Public Accounts Committee, held on™6May, 2015 for examination of
Appropriation Accounts/Audit Reports/Special Audit Reports for the years-1998
99 of Ministry of Housing & Works as below:
DIRECTOR GENERAL COMMERCIAL AUDIT & EVALUAT __ION,
LAHORE

NATIONAL CONSTRUCTION LIMITED

1. PARA 101, PAGE 82, ARPSE 19989
Audit pointed out that the company has claims aggregating to Rs.
286.08 Million due from clients against completed and suspended
projects which are awaiting realization natofedisputes and reasons
for nonrecovery need to be explained.

PAO stated that it contained mostly claims not bills. Further on the
guestion of Audit regarding Rs. 16.904 Millions which were shown
realizable, PAO stated that he will look into the mattaersonally. As
regard an amount of Rs. 70.715 Millions which are under litigation,
the efforts will be made to pursue the cases in the court of law
vigorously and requested to Pend the Para and refer to DAC.

PAC DIRECTIVE
The SubCommittee pended theaR and referred to DAC with the
direction to resolve the matter at the earliest under intimation to PAC.




i. PARA 96, PAGE 81, ARPSE 19989

ii. PARA97 K PAGE 81, ARPSE 19989

iii. PARA 98 , PAGE 82, ARPSE 19989

iv. PARA 99 , PAGE 82, ARPSE 19989

v. PARA 100, PAGE 82, ARPSE 19989

PAC DIRECTIVE
The SubCommittee recommended the above mentioned Five (05)
Paras for settlement on the recommendation of DAC.

AUDIT REPORT FOR PUBLIC SECTOR ENTERPRISES FOR
THE YEAR 1998-99
M/o INDUSTRIES

UTILITY STORES CORP ORATION OF PAKISTAN (PVT)
LIMITED

. PARA -172 PAGE NO 138ARPSE 19989

SUM OF RS.6.394 MILLION PAYABLE TO M/S. UNITED FISHERIES

(PVT) LTD

A sum of Rs.6.394 million has been shown as payable to M/s. United
Fisheries (Pvt) Ltd, Karachi on account of rentarges for the period April,
1996 to January 1998 in respect of two cold storages hired by the Corporation
without any agreement.

Departmental Representative informed that the case against Mr. Sadig Ali
Khan was in process in the court of law. It wa® atldormed that the case for
alleged embezzlement has been sent to the NAB on 10th September, 2001
which was still pending. To a question it was informed that despite the fact
that the accused has been dismissed from service even then he was paid the
arreas in pay and other allowances.

PAC DIRECTIVE

The Committee expressed deep concern over the alleged negligence on the
part of the concerned departments and directed the PAO to examine the case
in consultation with NAB and USC and a detailed report mafubreéshed to

the Committee within three weeks.




7. PARA - 175 PAGE - 139 ARPSE 19989
Audit pointed out that Advances, deposits,-pagments and other receivables
stood at Rs.248.866 million on #1999 compared to the previous year
figure of Rs.1, 37368 million.

The PAO replied that the amount has been recovered.

PAC DIRECTIVE
The Committee settled the para.

NATIONAL FERTILIZER MARKETING LIMITED

8. PARA - 225 PAGE NO 173 ARPSE 19989
EXCESS PAYMENT OF FREIGHT RS.2.001 MILLION DUE TO
INCORRECT DIST ANCE FROM FACTORY TO STORAGE POINTS.
Audit pointed out that National Fertilizer Marketing Limited transported
Fertilizer, through carriage contractors, from Pak Arab Fertilizer Limited
Multan to its storage points at Haripur and Risalpur during the ye&d9P
and 199798. Instead of carrying the fertilizers through shortest possible
motorable rout longer route was adopted causing extra freight for 65
Kilometers in respect of Risalpur and 59 Kilometers for Haripur. As a result
of incorrect distance the cqrany paid excess freight of Rs.2.001 million
during the years 19987 and 199-08.

The Ministry was of the view that the case was almost 16 years old and the
routes were at that times might have been closed may be due to construction
or other reasons aradternative routes could have been adopted in that case.

PAC DIRECTIVE
The Committee pended the para and directed the PAO to submit a report
within one month.

AUDIT REPORT FOR PUBLIC SECTOR ENTERPRISES FOR
THE YEAR 1998-99
M/o PRODUCTION

GHEE CORPORATIO N OF PAKISTAN

9. PARA - 179 PAGE NO 142 ARPSE 19989
i. RS. 601.294 MILLION DUE FROM PRIVATIZED UNITS.
ii. PARA - 181 PAGE NO 143 ARPSE 19989




NON RECOVERY OF LONG OUTSTANDING DUES FROM THE
PRIVATIZED GHEE
UNITS AMOUNTING TO RS. 918.885 MILLION.

PAC DIRECTIVE

On the Presentation of the above two paras regarding the Ghee
Corporation of Pakistan amounting to Rs. 601.294 Million and Rs.
918.885 Million, the Committee directed:

i) The Privatization Commission to report to the Committee by fixing
responsibility viho involved in the alleged embezzlement.
i) The Ministry was also directed to furnish a comprehensive report

on these cases indicating as to why the units were handed over to
the buyers without obtaining bank guarantees.

A report on the above two directionstbe Committee to be submitted in
two weeks.

MORAFCO INDUSTRIES LIMITED

10.PARA - 188 PAGE NO 149 ARPSE 19989
Audit pointed out that stores, spares and loose tools stood at Rs.3.031
million, including packing material for Rs.1.362 million, which is
deteiorating with the passage of time.

The Departmental Representative replied that the above said items could
not be disposed of because it was decided in 1997 to privatize the stores;
however, the said decision could not be implemented till date.

PAC DIRECTIVE
The Committee directed the PAO to dispose of the perishable items and a
report thereof may be sent to the Committee within two months.

STATE ENGINEERING CORPORATION (PVT) LIMITED

11.PARA - 257 PAGE NO 190 ARPSE 19989
The corporation earned profif Rs.93.247 million in the year. 1998
then sustained losses of Rs.181.006, Rs.462.219, Rs.107.170 and
Rs.167.913 million during 19995 to 199798 and Rs.98.895 million in
199899.




PAC DIRECTIVE

The Committee directed that the Para to be clubbedthathatest Auditor
General ' s -R#dpand the RPafalwll be discussed on its
presentation to the PAC. However the Committee also directed the PAO
that Appointment in the State Engineering Corporation be made on purely
merit basis.

12.PARA - 258 PAGE NO 190 ARPSE 19989
Audit pointed out that other receivables stood at Rs.43.815 million on
June 30, 1999 as compared to Rs.41.794 million as on June 30, 1998.
The Ministry informed that the para has been settled in the DAC meeting
held on 23rd July,@L1.

PAC DIRECTIVE
The Committee settled the para

HEAVY ELECTRICAL COMPLEX (PVT) LIMITED

13.PARA - 262 PAGE NO 192 ARPSE 19989
Audit pointed out that Trade receivables increased to Rs.65.414 million at
the close of the year 199® from Rs.49.697 milin at the close of year
1997-98 reflecting increase of 31.63.

PAC DIRECTIVE
The Committee settled the para subject to writing off the amount by BOD
and subsequent verification of the record by Audit.

14. PARA - 265 PAGE NO 195 ARPSE 19989
Audit pointedout that the value of tools amounting to Rs.6.683 million as
on June 30, 1999 has been arrived at after making provision for obsolete
and slow moving items worth Rs.6.797 million.

Ministry informed that the above said items have been uskduse.

PAC DIRECTIVE
The Committee settled the para subject to verification of the record by the
Audit.




HEAVY MECHANICAL COMPLEX (Pvt) LIMITED

15.PARA - 267 PAGE NO 195 ARPSE 19989
i. INCREASE IN TRADE DEBTORS BY 96.99%
ii. PARA -268 PAGE NO 195 ARPSE 19989
DOUBTFUL RECEIVABLE AMOUNTING TO RS. 23.410
MILLION

PAC DIRECTIVE
The Committee settled the above two paras subject to verification of
record by the Audit.

PARAS RECOMMENDED FOR SETTLEMENT
The D.G Audit presented 137 paras with DAC Recommendation to settle
the paas pertaining to the following Departments/Organizations

Export Processing Zone Authority
Pakistan Institute of Management
Federal Chemical and Ceramics Corporation
Rave Rayon Limited

Pakistan Automobile Corporation Ltd.
Republic Motors (Pvt.) Ltd.
SindhEngineering Ltd.

PIDC

. PIDC Printing Press

10. Larkana Sugar Mills

11.Shadadkt Textile Mills

12. Specialized Refractory Project, Abbottabad
13. Dir Forest Industries Complex
14.Bela Engineers Ltd

15. Harnai Woolen Mills

16.PIDC Medical Centre Karachi
17.PIDC TalpurTextils Mills

18. Pakigan Steel Mills

19.PS Fabricating Company

20. Nokkundi Iron Ore Project

21.SCCP

22.Associate Cement Rohri

23.Javdan Cement Limited

24.Industrial & Cement Engineers

CoNorwWNE



25. Mustehkam Cement Limited

26. Thatta Cement Company

27.National Cement Industries Ltd

28.PIDC Specialized Refractory

29.Pakigan Saudi Fertilizer Ltd

30. Utility Stores Corporation of Pakistan (Pvt) Limited

31.National Fertilizer Corporation of Pakistan (Pvt) Limited

32.N.F.C. Institute of Engineering and Technological Training (Pvt)
Limited Multan

33.Hazara Phosphate Fertilizers (Pvt) Lieait

34.Lyallpur Chemical and Fertilizer Limited Jaranwala

35.N.F.C. Institute of Engineering and Fertilizer Research (Pvt)
Limited Faisalabad

36. National Fertilizer Marketing Limited

37.Pak American Fertilizers Limited

38.Pak Arab Fertilizers (Pvt) Ltd

39. Ghee Corporation dPakistan

40. Sargroh Vegetable Ghee and General Mills

41.A & B Industrial Gases Limited

42.Morafco Industries Limited

43.Universal Oil And Vegetable Ghee Mills Limited

44.Kohinoor Oil Mills Limited

45. Expert Advisory Cell

46. State Engineering Corporation (Pvt) Limited

47.Heavy Eéctrical Complex (Pvt) Limited

48.Heavy Mechanical Complex (Pvt) Limited

49. Spinning Machinery Company (Pvt) Limited

PAC DIRECTIVE
The Committee raised different questions/objections on the subject paras
which were not responded satisfactorily by the concekfiadstry and the
Auditor General Office. The Committee directed the Auditor General and
the Ministry to reexamine the paras recommended for settlement again in
the DAC. The Committee will discuss the subject paras again on its next
meeting.
AUDIT REPOORT PUBLIC SECTOR ENTERPRISES 199899
M/O INDUSTRY OF PRODUCTION
Utility Stores Corporation Of Pakistan (Pvt) Limited
1. Para No 172 Page #13ARPSE 199899) (NAB CASE)

SUB-COMMITTEE DIRECTIVE
The SubCommittee pended the above para till the decision dl#iB.




(COURT CASES)
Ghee Corporation of Pakistan

2. 0] Para No 179 & 181 Page #143 (ARPSE 1999)
Non recovery of long outstanding dues from the privatized ghee
units amounting to Rs. 918.885 million

Heavy Mechanical Complex (PVT) Limited
(i) Para No267 Page No 195 (ARPSE 1999)
(i)  Para No 268 Page No 195 (ARPSE 1998)

SUB-COMMITTEE DIRECTIVE

The SubCommittee directed the PAO to pursue the above cases in the court of
law vigorously.

National Fertilizer Corporation of Pakistan (Pvt) Limited

3. Para No 203 (ARPSE 19989)
Audit pointed out that the corporation is a holding company and manages the
affairs of Fertilizers producing companies including research in fertilizers and
imparting training facilities to the personnel to be employed irilifers
factories. Its main source of income consists of receipt of dividend and managing
agency commission from its subsidiary companies and earning profit from the
financial institutions by keeping surplus funds with them. The corporation earned
profit of Rs.833.259 million in 19985 Rs.1239.308 million in 19996,
Rs.908.104 million in 19987 Rs.1592.806 million in 19998 and Rs.2047.012
million in 199899.

The PAO informed that NFC has no significant role/activities as its producing
units have sice been privatized.
SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the above para for settlement.

A & B Industrial Gases Limited

i. Para No 185, Page 143( ARPSE 1999)
ii. Para No. 186 Page 143( ARPSE 1998)



Morafco Industries Limited

iii. ParaNo 187, Page 14BARPSE 199899)
iv. Para No 188, Page 14QARPSE 199899)

Universal Oil and Vegetable Ghee Mills Limited

v. Para No 189 (ARPSE 199899)
vi. Para No 190(ARPSE 199899)
vii. Para No 191(ARPSE 199899)

National Fertilizer Marketing Limited

viii. Para No 23 (ARPSE 199899)
ix. Para No 226(ARPSE 199899)
Wasteful expenditure of Rs.0.432 million on the afforestation project.

Heavy Mechanical Complex (Pvt) Limited
x. Para No. 261 (ARPSE 19989)
xi. Para No. 263 (ARPSE 19989)
xii. Para No. 262 Page No 192 (ARPSE 19938)

Spinning Machinery Company (Pvt) Limited
Xiii. Para No 277 (ARPSE 199®09)
Suspected loss of Rs. 3.214 million due to-aoneptance of
manufactured spare parts

Para No 278 (ARPSE 199®)Loss of Rs. 1.178 million due to purchase of Hand
Pumps of same spdction at higher rates.




SUB-COMMITTEE DIRECTIVE

The SubCommittee recommended the above fourteenth (14) paras for pursuance
at DAC level.

5. Utility Stores Corporation Of Pakistan (Pvt) Limited
i. ParaNo 171 ARPSE 19989
ii. ParaNo 173 ARPSE 19989
iii. Para No 174 ARPSE 19989
iv. ParaNo 176 ARPSE 19989
v. ParaNo 177 ARPSE 19989

Ghee Corporation of Pakistan
vi. Para No 178 ARPSE 19989
vii.  Para No 180, Page 142ARPSE 1998

Sargroh Vegetable Ghee and General Mills
viii. Para No 182, Page 143 ARPSE 1998
ix. Para No. 183Page No. 143 ARPSE 19989

Sargroh Vegetable Ghee And General Mills
X. Para No 184, Page 143 ARPSE 1999

Kohinoor Oil Mills Limited
xi. Para No 192 ARPSE 19989
xii.  Para No 193 ARPSE 19989
Xiil. Para No 194 ARPSE 19989
Xiv. Para No 195 ARPSE 19989
xv. Para No 196 ARPSE 29899

Expert Advisory Cell
XVi. Para No 197 ARPSE 19989
XVil. Para No 198 ARPSE 19989
XViii. Para No 199 ARPSE 19989

National Fertilizer Corporation Of Pakistan (Pvt) Limited
XiX. Para No 204 ARPSE 199®9
XX. Para No 205 ARPSE 19989

N.F.C. Institute of Engineering and Technological Training (Pvt) Limited
Multan




XXi.
XXil.
XXiii.

XXIV.
XXV.
XXVi.

XXVil.
XXViil.
XXIX.
XXX.
XXXI.
XXXIi.

XXXiil.

XXXIV.
XXXV,

XXXV,
XXXVil.

XXXViii.

XXXiX.

xl.

xli.

xlii.
xliii.

xliv.
xlv.

Para No 206 ARPSE 19989
Para No 207 ARPSE 19989
Para No 208 ARPSE 19989

Hazara Phosphate Fertilizers (Pvt) Limited
Para No 209 ARPSE 19989
Para No 210 ARPSE 19989
Para No 211 ARPSE 19989

Lyallpur Ch emical And Fertilizer Limited Jaranwala
Para No 212 ARPSE 19989
Para No 213 ARPSE 19989
Para No 214 ARPSE 19989
Para No 215 ARPSE 19989
Para No 216 ARPSE 19989
Para No 217 ARPSE 19989

N.F.C. Institute of Engineering And Fertilizer Research (PY) Limited
Faisalabad
Para No 218 ARPSE 19989
Para No 219 ARPSE 19989
Para No 220 ARPSE 19989

National Fertilizer Marketing Limited

Para No 221 ARPSE 19989

Para No 222 ARPSE 19989

Para No 224 ARPSE 19989

A overpayment of freight Rs.2.252 mdh on the sale of fertilizer to
NFML Dealers under own carrier scheme

Para No 225, Page No 173 ARPSE 1998

Excess payment of freight Rs.2.001 million due to incorrect distance from
factory to storage points.

Para No 227 ARPSE 19989

Wasteful expenditr of Rs.1.011 million due to hiring of storage capacity
in excess of requirement.

Pak American Fertilizers Limited
Para No 228 ARPSE 19989
Para No 229 ARPSE 19989
Para No 230 ARPSE 19989
Para No 231 ARPSE 19989
Para No 232 ARPSE 19989




xIVvi.

XIVii.
xIviii.

xlix.

liv.
Iv.

Ivi.

Ivii.

Iviii.

lix.
IX.
Ixi.

Ixii.
Ixiii.

Pak Arab Fertilizers (Pvt) Ltd
Para No 233 ARPSE 19989
Para No 234 ARPSE 19989
Para No 235 ARPSE 19989
Para No 236 ARPSE 19989
Para No 237 ARPSE 19989
Expected loss of Rs. 0.659 million due to short receipt and receipt of
defective spare patrts

State Endgneering Corporation (Pvt) Limited
Para No 259 ARPSE 19989
Para No 260 ARPSE 19989

Heavy Mechanical Complex (Pvt) Limited
Para No 264 ARPSE 19989
Para No 265 Page No 195 ARPSE 1998
Para No 266 ARPSE 19989

Pakistan Engineering Company Limited
Para No 269 Page No 195 ARPSE 1999
Para No 270 Page No 197 ARPSE 1998

Spinning Machinery Company (Pvt) Limited
Para No 271 ARPSE 19989
Para No 272 ARPSE 19989
Para No 273 ARPSE 19989
Para No 274 ARPSE 19989
Para No 275 ARPSE 19989
Para No276 ARPSE 19989

SUB-COMMITTEE DIRECTIVE

The SubCommittee recommended the above sixty three (63) paras for settlement

on the recommendation of DAC.



MINISTRY OF INFORMATION, BROADCASTING AND NATIONAL
HERITAGE

(ACTIONABLE POINTS)

Actionable points @asing from discussion of the meeting of Public Accounts
Committee held on 3December, 2013 and #5anuary 2014, for examination
of Appropriation Accounts/Audit Reports/Special Audit Reports for the year
199899 of Ministry of Information Broadcasting National Heritage are as
below:=

AUDIT REPORT FOR THE YEAR 1998-99 (FY 199798)

1. PARA 1.4, PAGE 78-AR-199899
IRREGULAR PAYMENT OF MEDICAL ALLOWANCE -Rs.0.110
MILLION

Audit informed that the Urdu Dictionary Board, Karachi incurred an
expenditureof Rs. 109,792 on Medical Allowance on higher rates without
obtaining necessary approval of Ministry of Finance as required under
Finance Division O.M No.F.1(38) IMR1/88 dated 11.07.1988.The
Matter was reported to the department from time to time sig@eé.1

The PAO explained that the case was being taken up with the Finance
Division for regularization of expenditure incurred by the Board during
the year 19989.

PAC DIRECTIVE

The Committee settled the Para with the direction to avoid this praetice i
future.

2. i) PARA 1.5, PAGE 89- AR-199899 VolI-10
UNJUSTIFIED PAYMENT ON PAY AND ALLOWANCES
AFTER EXPIRY OF CONTRACT PERIOD T1RS 0.098
MILION

iM). PARA 3.5, PAGE 14 AR-199899 Vol-10
INVESTMENT WITHOUT OBTAINING APPROVAL OF
THE FINANCE DIVISION -RS 1.000 MILION




iii) PARA 3.6, PAGE 15 AR-199899- Vol-10
UTILIZATION OF LAPSED AMOUNT IN THE

SUBSEQUENT YEARSIRS 2.927 MILION

PAC DIRECTIVE

On presentation, the PAC settled the above mentioned 03 Paras.

SPECIAL AUDIT REPORT ON PAKISTAN TELEVI SION
CORPORATION

I PARA1.1, PAGE 5 PER-1999
PROFITABILITY

i. PARA1.1.1, PAGE 5 PER-1999
TERMINAL BENEFITS

iii. PARA1.1.2, PAGE 6 PER-1999
EXCESS PAYMENT OF Rs.2.360 MILION TOWARDS
CONTRIBUTORY PROVIDENT FUND CONTRIBUTION

iv. PARA 1.1.3,PAGE 7 PER-1999
DOUBLE BENEFIT OF CPF/GRATUITY

v. PARA1.2, PAGE 8 PER-1999
STAFF ACCOMDATION

vi. PARA 1.3(a),PAGE 8 PER-1999
BONUS/HONRARIUM

vii. PARA 1.3(b),PAGE 8 PER-1999
OVERTIME

viii. = PARA 1.3(c),PAGE 8 PER-1999
LIBERAL MEDICAL ATTENDANT

iX. PARA 1.3(d).PAGE 9 PER-199
LICENSE FEE

X. PARA 1.3(e),PAGE 9 PER-1999




ADVERTISEMENT -INCREASE COMMERCIAL TIME
FOR SELL BY PTVC

xi. PARA 1.4(a),PAGE 9 PER-1999
ADVANCE INCOME TAX

xii.  PARA 1.4(b), PAGE 9 PER-1999
RECIEVABLES AGGREGATING Rs.206.6 MILLION

xii.  PARA 2.1.1, PAGE 10 PER-1999
PTV DUES OF Rs.14.491 MILLION AWAITING
RECOVERY

xiv. PARA 2.1.2,PAGE 10 PER-1999
NON REALIZATION OF PTV DUES AMOUNTING TO Rs.
3.75 MILLION DISPUTED BY M/s COMBINE

XV. PARA 2.1.4, PAGE 13 PER-1999
LIQUIDATED DAMAGES A MOUNTING TO Rs.0.963
MILLION

XVI. PARA 2.1.5, PAGE 14 PER-1999
UNJUSTIFIED PURCHASE OF TV/VCR SETS
AMOUNTING TO Rs.0.839 MILLION

XVil. PARA 2.1.6,PAGE 14 PER-1999
SHORT RECEIPT OF CAMERA TUBES VALUING Rs.0.433
MILLION

XViii. PARA 2.1.7, PAGE 15 PER-1999

UN-ADJUSTED ADVANCE OF Rs. 0.200 MILLION

XiX. PARAT2.1.8,PAGH 15 PER-1999
IRRECOVERABLE LOAN/ADVANCE AGGREGATING
Rs.64,501

XX. PARA 2.1.9, PAGE 16 PER-1999
UN-VOUCHED HOTEL CHARGES AMOUNTING TO
Rs.46,644




XXI. PARA 2.1.10, PAGE 17 PER-1999
HOTEL CHARGES OF Rs.28,485 PAID IN EXCESS

XXil. PARA 2.2.1, PAGE 18 PER-1999
IRREGULAR EXPENDITURE OF RS 2.172 MILLION ON
DEPLOYMENT OF CONTRACT/DAILY WAGERS

XXiii. PARA 2.2.2, PAGE 18 PER-1999
IRREGULAR PAYMEN T OF CASH AWARD AMOUNTING
TO Rs. 0.267 MILLION

XXiV. PARA 2.2.3, PAGE 193 PER-1999
IRREGULAR PURCHASE OF CAPITAL GOODS WORH
Rs.0.177 MILLION

XXV. PARA 2.3.1, PAGE 260 PER-1999
SHORTAGE OF ITEMS OF FURNITURE & FIXTURE
VALUING TO Rs.0.297 MILLION

XXVI. PARA 2.3.2, PAGE20- PER-1999
LOSS OF Rs.0.114 MILLION

PAC DIRECTIVE

On the presentation, the PAC settled the above mentioned Paras except
with Para No,xiii subject to recovery within 3 months and submit its
detailed report to the Committee.

PARA 1.1.4, PAGE 7 PER-1999
IRREGULAR CONTRIBUTION TOWARDS EOB Rs.200.588
MILLION

The PTVC management irregularly made contributions to the tune of
Rs.67.892 million towards Employees Old Age Benefits Fund during the
period from 198788 to 199798, in addition to theantributory provident
fund and staff gratuity schemes. Capital value of contributions made by
PTVC to EOBI during the said period amounting to Rs.200.588 million.
In case the contributions made from the very inception of PTVC were
reviewed, their capitaled value would have outweighed the accumulated
losses of Rs. 408.30 million as on June 30,1998. The Audit told that PAC



may direct the management to intimate compliance regarding its
directives.

The PAO informed that Ministry of Finance has already begonested
for further action on the said Para and the Ministry will hopefully give its
opinion with in 3 days.

PAC DIRECTIVE

The PAC directed the PAO to seek opinion from the Ministry of Law,
Justice and Human Rights and submit report within one week.

PARA 2.1.3, PAGE 11 PER-1999
OVERPAYMENT TO EXECUTIVES/OFFICERS AMOUNTING
TO Rs.2.978 MILLION

PAC DIRECTIVE

The PAC directed the management in its meeting held offi 15
January,2014, to obtain the legal opinion from the Law Ministry and
inform theCommittee in the next meeting.

SPECIAL AUDIT REPORT ON PAKISTAN BROADCASTING

CORPORATION (PBQC)

i PARAT1.2, PAGE 5 PER-1999
LOSS OF US$ 42564.85 DUE TO MISANAGEMENT

PARA 1.3, PAGE 6 PER-1999
WASTAGE OF PUBLIC FUNDS TO THE TUNE OF
Rs425,000

PARA 2, PAGE 7- PER-1999
LOSS DUE TO FREQUENT THEFT CASES Rs.1.086
MILLION

PARA 3.PAGE 7- PER-1999
FAKE PAYMENT OF TA,DA AND HOTEL CHARGES
ABROAD Rs.322,000




Vi.

Vii.

viii.

Xi.

Xii.

Xiii.

Xiv.

PARA 4, PAGE 8 PER-1999

LOSS OF Rs.73,000 DUE TO NOMNDEDUCTION OF 5%

RECOVERY OF RENT

PARA 5.1, PAGE 8 PER-1999

PURCHASE OF FURNITURE AND FIXTURE Rs.1.089

MILLION

PARA 5.2, PAGE 3 PER-1999

PURCHASE OF CAPITAL ITEMS VALUING Rs. 55,000

PARA 6, PAGE 9 PER-1999

LOSS OF Rs.30,000 DUE TO NOMREALIZATION OF

LIQUIDATED DAMAGES

PARA 7, PAGE 10 PER-1999

LOSS OF Rs.6.158 MILLION DUE TO AWARD OF

ESCALATION TO THE CONTRACTOR

PARA 9.1, PAGE 11 PER-1999

UNDUE FINANCIAL BURDEN OF Rs.258,000 ON THE

FINANCES OF PBC MANAGEMENT

PARA 9.2, PAGE 12 PER-1999

AVOIDABLE EXPENDITURE OF Rs. 39 2,544 INCURRED
ON HIRING OF PRIVATE TAXI FOR FETCH & DROP
FACILITY TO SHIFT STAFF

PARA 10.1, PAGE 12 PER-1999
UN ADJUSTED ADVANCES AGGREGATING TO Rs.9.048
MILLION

PARA 10.2, PAGE 13 PER-1999

ABNORMAL DELAY IN COMPLETION OF
DEVELOPMENT PROJECTS INVOLVIN G Rs. 300.4729
MILLION

PARA 10.3, PAGE 13 PER-1999
UN-NECESSARY INVENTORY BUILD -UP VALUING
Rs37.346 MILLION




XV. PARA 11, PAGE 14 PER-1999
UN-ADJUSTED ADVANCES AMOUNTING TO Rs.193,000

XVi. PARA 12, PAGE 14 PER-1999
IRREGULAR EXPENDITURE OF Rs. 1.824 MILLION
INCURED ON HIRING OF PRIVATE TRANSPORT

XVil. PARA 13, PAGE 15 PER-1999
LIBERALIZED RE -IMBURSMENT OF MEDICAL
CHARGES Rs.848,000

XViii. PARA 14, PAGE 15 PER-1999
NON-DISPOSAL OF UN-SERVICEABLE STORES WORTH
Rs.275,869
XiX. PARA 15, PAGE 16 PER-1999

UN AUTHORISED EXPENDITURES OF Rs.10,338
INCURRED ON HIRING OF PRIVATE TAXI

XX. PARA 16, PAGE 16 PER-1999
IRREGULAR EXPENDITURE INCURRED WITHOUT
BUDGET ALLOTMENT Rs.3.545 MILLION

XXi. PARA 1.2(B), PAGE 18 PER-1999
XXil. PARA 1.3(B), PAGE 18- PER-1999
CONTINGENT LIABIL ITIES
XXiil. PARA 1.4(B), PAGE 19 PER-1999
LIQUIDITY
XXIV. PARA 2(B), PAGE 19 PER-1999

SOURCE OF INCOME

PAC DIRECTIVE

On presentation, the PAC settled the above mentioned Paras.



08.

PARA 1.1, PAGHE 5- PER-1999
LOSS TO THE TUNE OF US$ 30,000

The audit pointd out that the Tournament Director of 1999 World cup,
London, asked PBC as to how much financial offer would they like to
make for getting broadcast rights of the cricket world cup. This particular
letter remained unattended with the PBC management fala}®. This

delay gave the tournament director an excuse to negotiate for broadcast
rights fee with NVs Sports International. Lahore and ultimately sold the
Broadcast rights, to the said firm. In turn PBC negotiated with M/s Sports
International to resell the Broadcast rights to PBC. Resultantly PBC
bought the Broadcast rights by paying an extra amount of US$30,000
equal to Rs.1.545 million.

The PAO informed the Committee that an inquiry was conducted to probe
into the matter and as a result of findingsrafuiry, exhead of training
overseas Liaisons Mr. Rahid Ali was charge sheeted and plenty of
“Censure” was i mposed to him. I n
Consultant Mr. Hassan Jalil (Management Grade Ill) was terminated.

PAC DIRECTIVE

The Committee directed the PAO to refer the Para to the NAB for
investigation and submit its report to the PAC Wing within 2 months.

PARA 8, PAGE 16 PER-1999
LOSS OF Rs.355,000 DUE TO NOMRELAIZATION OF PBC
DUES

The audit informed that a sum of Rs. 38® was due from a firm to PBC

on account of coverage charges of Sahara Cup Cricket Tournament 1998
99. The Payment had not so far been arranged by the firm despite repeated
requests of PBC.

The PAO informed the Committee that matter wasJutiice inthe Court
of Law and the next date of hearing is fixed fet-2014.

PAC DIRECTIVE

The Committee directed the department to pursue the case in court of law
and inform the updates to the PAC Wing/Audit.

addit



09.

10

Vi.

PARA 1.1(B), PAGE 17PER-1999
EQUITY COMPOSI TION

The Audit informed thaEquity composition has not been fixed with the
approval of the Controller of Capital Issues. Since take over from Radio
Pakistan in 1972, government has paid cash development loan aggregating
to Rs.1151.207 million to meet thexpenditure According to the terms

and conditions laid down in the sanctions issued by government for
payment of loans the same would be recoverable in 20 years\ailibng

grace period of 5 years for recovery of principal amount. The interest
would bechargeable at the prevailing rate for the respective year. PBC did
not repay the loan on plea that the funds provided were grant in aid and no
development loans. The matter is under consideration with the government
for which a decision is still awaited. o8ernment equity is net of
accumulated losses of Rs.349.463 million as on 30.06.1998. The Audit
informed that said amount is a loan and recoverable.

PAC DIRECTIVE

The Committee directed the PAO that the issue may be taken up with
Ministry of Finance forts reconciliation, whenever the department is able
to pay then the amount shall be recovered from department.

PERFORMANCE EVALUATION REPORT ON
ASSOCIATED PRESS OF PAKISTAN (APP)

i PARA 3.1, PAGE 11 PER153
SUMMARIZED BALACE SHEETS

PARA 3.1.1, FAGE 11 PER-153
CHANGE OVER OF COMMUNICATION SYSTEM

PARA 3.1.2, PAGE 12 PER153
PHOTO TRANSMISSION SYSTEM

PARA 3.1.3, PAGE 12 PER153
MONITERING SYSTEM

PARA 3.1.4, PAGE 12 PER153
UTI LI ZATI ON OF EMPLOYEEOGS FUNDS

PARA 3.1.5, PAGE 13 PER153




Vil.

viii.

Xi.

Xii.

Xiii.

Xiv.

XV.

XVi.

XVil.

XViii.

XiX.

XX.

SUBSCRIPTION RECOVERABLES

PARA 3.2, PAGE 14 PER153
SUMMARIZED INCOME EXPENDITURE ACCOUNT

PARA 3.2.1, PAGE 14 PER153
COST OF ESTABLISHMENT

PARA 3.2.2, PAGE 15 PER153
CONTRIBUTION TO PE

PARA 4.1, PAGE 16 PER153
CONSTRUCTION OF APP HEADQUARTERS BUILDING

PARA 4.2, PAGE 16 PER153
MODERIZATION

PARA 4.2.1 PAGE 16 PER153
EXPANSION PROGRAMME

PARA 4.2.2, PAGE 17 PER153
OBJECTIVES AND ACHIEVMENTS

PARA 4.3, PAGE 17 PER153
PHOTO SERVICE

PARA 4.4, PAGE 17 PER153
VISUAL SATELLITE COMMUN ICATION SYSTEM

PARA 4.4.2, PAGE 17 PER153

PARA 4.4.3, PAGE 18 PER153

PARA 4.5, PAGE 18 PER153
MONITORING

PARA 4.5.1, PAGE 18 PER153
MONITORING UNIT OF OFFICE BUILDING

PARA 4.5.2, PAGE 19 PER153
INSTALLATION OF SATELLITE SYSTEM AT REST
HOUSE




XXi.

XXii.

XXiii.

XXIV.

XXV.

XXVi.

XXVil.

XXViil.

XXiX.

XXX.

XXXi.

XXXii.

XXXiii.

XXXIV.

PARA 4.6, PAGE 20 PER153
RECOMMENDATION

PARA 5.1, PAGE 21 PER 153
APP NETWORK

PARA 5.2, PAGE 21 PER153
APP CONTRIBUTION TOWARDS COLLECTION OF

INFORMATION

PARA 5.3, PAGE 22 PER153
NEWS ITEMS RELEASED AND PUBLISHED

PARA 5.3.1, PAGE 23 PER153
URDU NEWS SERVICE

PARA 5.3.2, PAGE 24 PER153
COMMERCIAL SERVICE

PARA 5.3.3, PAGE 24 PER153
SUPPORTS SERVICE

PARA 5.4, PAGE 24 PER153
RECOMMENDATIONS

PARA 6.1, PAGE 25 PER153
ORGANIZATION

PARA 6.2, PAGE 25 PER153
SERVICE RULES

PARA 6.3, PAGE 25 PER153
PERSONAL STRENGHTH

PARA 6.4, PAGE 26 PER153
TRAINING

PARA 6.5, PAGE 26 PER153
TRANSPORT

PARA 6.6, PAGE 26 PER153




XXXV.

XXXVi.

XXXVii.

EMPLOYEEGS FUND

PARA 6.7, PAGE 26 PER153
MIS

PARA 7.1, PAGE 28 PER153
FUTURE PLANS

PARA 7.2, PAGE 28 PER153
PROSPECTS

PAC DIRECTIVE

On the Presentation, the PAC settled the above mentioned Paras.

(Actionable Points)

Actionable points arising from discussion of the meeting of-Gaimmitteel of

Public

Accounts Committee, held on M™&/ay, 2015 for examination of

Appropriation Accounts/Audit Reports/Special Audit Reports for the years-1998
99 of Ministry of Information Broadcasting & National Heritage as below:

SPECIAL AUDIT REPORT 1998-99
DIRECTOR GENERAL COMMERCIAL AUDIT &
EVALUATION, LAHORE

PAKISTAN TELEVISION CORPORATION

PARA 1.1.4, PAGE 07i PER 1999SAR 55

IRREGULAR CONTRIBUTION TOWARDS EOBI RS

200.588 MILLION

Audit pointed out that management of PTVC made contributions to the
tune of Rs.67.892 million towards Employees Old Age Benefits Fund
irregularly during the pgod from 198788 to 199798, in addition to the
contributory provided fund and staff gratuity schemes. Capita value of
contributions made by the PTVC to EOBI during the said period amount
to Rs 200.588 million. In case the contributions made from the very
inception of PTVC were reviewed, their capitalized value would have out
weighed the accumulated loss of Rs. 408.30 million as in June 30, 1988.

PAO stated that the case was referred to Ministry of Law, Justice and
Human Rights in the light of PAC Diregg. The said Division declared



that the payment made to EOBI is quite regular. However, no government
employees entitled to draw double pension i.e one from EOBI and other
from PTVC.

PAC DIRECTIVE

The SubCommittee pended the Para with the directioRA® to resolve

the issue in the light of legal opinion required to be sought from Ministry
of Law, Justice & Human Right within two (02) weeks under intimation to
Audit and PAC.

PARA 2.1.1, PAGE 10 PER 1999SAR 55

PTV DUES OF RS. 14.491 MILLION RECOVERY

Audit pointed out that the recovery of the outstanding debt was a weak
area with PTVC management. As for example, PTVC provided technical
services to foreign organizations. The recovery of Rs 32.55 million on
account of such services was awaited.

PAQO gated that the amount recovered have been verified by Audit. As
regard the balance recovery of amount Rs 14.491 million, Rs 12.794 have
been recovered and efforts are made to recover the remaining.

PAC DIRECTIVE

The SubCommittee recommended the Para &attlement subject to
verification of record of recovery by Audit within one (01) month under
intimation to PAC.

PARA 2.1.3, PAGE 111 PER 1999SAR 55
OVER PAYMENT TO EXECTIVES/ OFFICERS AMOUNTING TO
RS 2.978 MILLION

PAC DIRECTIVE

The SubCommittee ecommended the Para for settlement on the
recommendation of DAC.

PAKISTAN BROADCASTING CORPORATION

PARA 1.1, PAGE 5i PER 1999SAR 56

LOSS TO THE TUNE OF US$ 30,000

Audit pointed out that on November12, 1998 Tournament, 1999 world
cup, London, espedlg asked PBC as to how much financial offer would




they like to make for getting broadcast right of the world cup cricket. This
particular letter remained wattended with the PBC management for 42
days. This delay gave the Tournament Director an excusegatiate for
broadcast right free with NVs Sports International. Lahore and ultimately
sold to broadcast rights, to the said firm. In turn PBC negotiated with M/s
Sports International to +gell the broadcast right to PBC. Resultantly PBC
bought the bradcast rights by paying an extra amount of US$ 30,000
equal to Pak Rs 1.545 million.

PAO stated that the said case was referred to NAB for recovery. Where
the NAB representative briefed the Committee that the proceeding against
the accused has already baeitiated and the status of the case will be
updated in next month.

PAC DIRECTIVE

The SubCommittee pended the Para till the completion of NAB
proceedings against the accused and till recovery under intimation to
Audit and PAC within one (01) month.

PARA 8, PAGE 10i PER 1999SAR 56

LOSS OF RS. 355,000 DUE TO NONREALIZATION OF PBC

DUES

Audit pointed out that a sum of Rs 355,000 was due from a firm to PBC
on account of coverage charges of Sahara Cup Circket Tournament 1998
99. The Payment had not & been arranged by the firm despite repeated
requests of PBC.

PAO stated that the case is subjudice and department is pursuing it.

PAC DIRECTIVE

The SubCommittee pended the Para due to its subjudice nature and
directed the PAO to pursue the case goahte Audit and PAC.

PARA 1.1 (B), PAGE 17i PER 1999SAR 56

PAC DIRECTIVE
The SubCommittee recommended the Para for settlement on the
recommendation of Finance Division and also the endorsement of Audit.




ASSOCIATED PRESS OF PAKISTAN CORPORATION

PARA 107, PAGE 9GARPSE 9899

IRREGULAR EXPENDITURE OF RS. 8.85 MILLION THROUGH

VSAT ACSYS SERVICES CONTRACT VALUING RS 82.60

MILLION

Audit pointed out that associated press of Pakistan entered into a an
agreement with M/s ACYS (Pvt) Limited on February 1996 f or

maintain certain equipment and to provide certain services for seven years
at Rs 11,800,000fer annum. As per sechedulédf the agreement the
installation of equipmenwas required to be completed within 8 weeks of
the receipt of Advance by the Contractor. The management paid Rs
59,00,000 on February 3,1996 and Rs 2,950,000 on August 5,1996 as
Advance aggregating Rs 8,850,000. The contractor could not install the
equipment even after lapse of a period of one year. Despite the fact that
the agreement had financial implication of over Rs 82.60 million, the
approval of Finance Division was not obtained.

PAO stated that the case is subjudice.

PAC DIRECTIVE

The SubCommitiee pended the Para with the direction to PAO to file an
appeal in the court of law and pursue it vigorously under intimation to
Audit and PAC within one (01) month.

DIRECTROATE GENERAL AUDIT (FEDERAL GOVERNMENT),
ISLAMABAD

PARA1.17 AR 199899
OVER PAYMENT OF PERSONAL EFFECTS- RS 0.144 MILLION

ii. PARA 2.17 AR 199899

IN-ADMISSIBLE DENTAL TREATMENT - RS 0.156 MILLION

PARA 2.2, PAGE 22 AR 199899

PAYMENT OF TA/DA - RS 0.022 MILLION

PAO stated that the amount involved in the Pars in qurestill be
recovered otherwise, the letter of conduction /written off will be provided
to Audit.

“VSAT
ACSYS SERVI CES”. Wherein the contractor



PAC DIRECTIVE

The SubCommittee recommended the above mentioned three (03)
Paras subject to verification of record by Audit under intimation to
PAC within ong(01) month.

MINISTRY OF INTER -PROVINCIAL COORDINATION

OVERVIEW

Annual Audit Report for the year 1999 pertaining toMinistry of Inter -
Provincial Coordination was examined by Public Accounts Committee (PAC)
SubCommitteel on 8" July 2014.

1.1 9 Pams were presented by the Audit Department which were examined by
the Committee. Out of which 6 Paras were settled whereas appropriate directions
were accordingly issued for the remaining Paras.

(ACTIONABLE POINTS)

Actionable points arising from discussiof the meeting of Su@ommitteel of
Public Accounts Committee, held on™8July, 2014 for examination of
Appropriation Accounts/Audit Reports/Special Audit Reports for the years
199899 of Ministry of Inter Provincial Coordination as below

AUDIT REPORT FOR THE YEAR 1998-99

2. i) Para 53, Page 33, ARPSE 1988
NON-SUBMISSION OF ACCOUNTS

i) Para 54, Page 33, ARPSE 19938
EXPECTED LOSS OF RS. 25.000 MILLION DUE TO
MISHANDLED LAND CASE.

SUB-COMMITTEE DIRECTIVE
The Committee settled the above mentdbheo Paras on the recommendation of
Audit.
2. Para 55, Page 35, ARPSE 1998
LOSS OF RS. 822,734 ON ACCOUNT OF NON RECOVERY
OF LICENSE FEE FROM M/S HAMSAHAR RENT A CAR.

SUB-COMMITTEE DIRECTIVE
The Committee settled the para subject to verificationeobvered amount by
Audit and the balance recovery within three month under intimation to PAC.




3. Para 56, Page 35, ARPSE 1983
EXPECTED LOSS OF RS. 423,000 DUE TO NON RECOVERY
FROM LICENSEE OF PTDC MOTEL AT KHUZDAR

SUB-COMMITTEE DIRECTIVE
The Commitee settled the para subject to effect the recovery under land revenue
Act and verification by Audit under intimation to PAC.

4, i) Para57, Page 35, ARPSE 199838
RETENTION O FPTDC VEHICLE BY THE JOINT
SECRETARY MINISTRY OF TOURISM AND IRREGULAR
EXPENDITURE OF RS. 278537 ON _ REPAIR AND
MAINTENANCE OF VEHICLE.

i) Para 58, Page 38, ARPSE 19988
NON-SUBMISSION OF ACCOUNTS.

i) PTDC Associated Hotels of Pakistan Limited.
i) PTDC Motels North (Pvt) Limited.
i) PTDC Motels South (Pvt) Limited.
iv) PTDC Pakistan Tours (Bv.imited.

i) Para59, ARPSE 19989
MALAM JABBA RESORT LIMITEED

iv) Para 60, ARPSE 199809
MALAM JABBA RESORT LIMITEED

SUB-COMMITTEE DIRECTIVE

The Committee settled the above mentioned four (04) Paras on the
recommendation of Audit.

5. i) Para61Page 39, ARPSE 19980

MALAM JABBA RESORT LIMITEED

SUB-COMMITTEE DIRECTIVE
The Committee settled the para subject to write off the amount by the Finance
through legal provision under intimation to Audit and PAC.




(ACTIONABLE POINTS)

Actionable points asing from discussion of the meeting of the Stdimmittee of
the Public Accounts Committee held off' Quly, 2014, for examination of
Appropriation Accounts/Audit Reports/Special Audit Reports Mifiistry of
Kashmir Affairs & Gilgit Baltistan for the yead 99899 are as below:

AUDIT REPORT FOR THE YEAR 1998-1999
PUBLIC SECTOR ENTERPRISES
NORTHERN AREAS TRANSPORT CORPORATION (PVT) LIMITED.
3. i) Para 125 Page 101, ARPSE 1999

i) Para 126 Page 102, ARPSE 1931

iii) Para 127 Page 102, ARPSE 1938

iv) Para 128 Page 102, ARPSE 1931

SUB-COMMITTEE DIRECTIVE

On presentation the Committee settled the above mentioned four (04) Paras on the
recommendation of the Audit.

M/O NATIONAL FOOD SECURITY AND RESEARCH

OVERVIEW
Annual Audit Report for the y 199899 pertaining toMinistry of National
Food Security and Researchwas examined by Public Accounts Committee
(PAC) SubCommitteel on 15" October 2015 and®anuary 2016.
1.1 69 Paras and 6 Grants were presented by the Audit Department which
were examined by the Committee. Out of which 43 Paras and 6 Grants were
settled whereas appropriate directions were accordingly issued for the remaining
Paras.
1.2 In few Paras the PAO was directed to hold inquires, fix responsibility and
initiate disciplinaryactions.

(ACTIONABLE POINTS)

Actionable points arising from the discussion of meeting of the@Guhmitteel
of the Public Accounts Committee held orf"iBctober, 2015 pertaining fd/o
National Food Security and Researchin the Parliament House, Islaivad
under the Convenership tds. Shahida Akhtar Ali, MNA for examination of



Appropriation Accounts/Audit Reports/Special Audit Reports for the years-1998
99.

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR
199899

PAKISTAN AGRICULTURAL STORAGE AND SERVICES
CORPORATION LIMITED

1 0] Para9l Page 71, (ARL99899)
(i) Para92 Page 72, (AR99899)
(i)  Para93 Page 72, (AR99899)
(iv) Para94 Page 73, (AR99899)
Irreqular expenditure of Rs. 276,5601curred on PASSCO
vehicles given to Ministeand Secretary MINFA

SUB-COMMITTEE DIRECTIVE

The SubCommittee recommended the above four (04) paras for the settlement on
the recommendation of DAC

Note: The SulCommittee deferred the following audit report to be discussed in
next meeting.

Audit Report on

(i) Fertilizer Procurement by Fertilizer imports Departments, Lahore.

(i) Handling of Wheat and Port Operational Expenditure.

(i) Audit paras relating to Directorate General Audit (Foreign &
International)

(iv) Pakistan Oil Seed Development Board (PoDB).

(v) Utilization of Cash Credit Accommodation Directorate of Accounts
(Food).

(vi) Purchase of Fertilizer by Fertilizer Import Department, Lahore.

(vii)  Performance Audit Report 1998®.

(viii) Performance Audit Report Fisheries Training Center (FTC).



1.

AUDIT REPORT FOR PUBLIC SECTOR ENTE RPRISES FOR
THE YEAR 1998-99

M/o PETROLEUM AND NATURAL RESOURCES
PIRKOH GAS COMPANY(PRIVATE) LIMITED

PARA-135PAGE112 ARPSE199899

PAC DIRECTIVE
On presentation, the PAC settled the para.

PARA-136 PAGE113 ARPSE199899

Audit pointed out that the trad#ebtors are on high side and need to be
minimized.

PAC DIRECTIVE

On presentation, the PAC referred the para to the Ministry of Finance and
instructed to deduct at source from payments to KESC.

. PARA-137 PAGE113 ARPSE199899

I. PARA-138 PAGE113 ARPSE199899

iii. PARA-139 PAGE113 ARPSE199899

iv. PARA-140 PAGE113 ARPSE199899

OlIL AND GAS DEVELOPMENT COMPANY LIMITED

. PARA-142 PAGE115 ARPSE199899

PAC DIRECTIVE
The PAC settled the para.

. PARA-143 PAGE116 ARPSE199899

Audit pointed out that Stores and spareseiriories were valued at
Rs.7032.939 million as on June 30, 1999. An amount of Rs.675.160
million for obsolete and slow moving items has been provided in the
Accounts.



PAC DIRECTIVE

The Committee directed the PAO to sell the remaining obsolete states an
spares in 2 months’ time and furnish
to

audit. The Committee further instructed M/o Finance to issue guidelines
prohibiting excess purchasing and maintaining of the Stores and Spares
Inventories.

PARA-144PAGE-116 ARPSE199899

Audit pointed out that trade debt as on June 30, 1999 amounted to
Rs.9481.885 million. Efforts are required to be made to recover these
debts early.

PAC DIRECTIVE

The Committee settled the para subject to recovery and directed e PA
to pursue the case in the Court of Law rigorously and report to the
Committee.

PARA-145 PAGE116 ARPSE199899

Audit pointed out that the Loans, advances, deposits, prepayments and
other receivables as on June 30, 1999 increased to Rs.2621.350 million as
against Rs.2030.765 million at the close of the previous year registering an

increase of 22.53%.

PAC DIRECTIVE

The Committee pended the para to be discussed in the Next Meeting.

PARA-146 PAGE116 ARPSE199899

PARA-147 PAGE116 ARPSE199899

PARA-148 PACE-116 ARPSE199899

PARA-149 PAGE116 ARPSE199899

PARA-150 PAGE117 ARPSE199899

EXPECTED LOSS OF RS. 14.239 MILLION DUE TO NON
RECEIPT OF STORE ITEMS SINCE LONG.

PAC DIRECTIVE
The PAC settled the above five (05) paras.

t

h



Vi.

SUI NORTHERN GAS PIPELINES LI MITED

PARA-151 PAGE118 ARPSE199899

DAC recommended the para for settlement in its meeting held on
10.01.2014.

PAC DIRECTIVE

On presentation, the PAC settled the para.

6. PARA-152 PAGE119 ARPSE199899

Audit pointed out that Trade debts amounting to R¥7580 million

were recoverable on 8Qune, 1999. These debts included doubtful debts

of Rs. 1050.409 million. In order to avoid loss due to these doubtful debts,

the factors rendering these debts doubtful need be investigated and
recovery effected ahe earliest.

PAC DIRECTIVE

The Committee settled the para subject
and report to the Committee/Audit.

PARA-153 PAGE119 ARPSE199899

PARA-154 PAGE119 ARPSE199899

PARA-155 PAGE120 ARPSE199899

INFRUCTUOUS EXPENDITURE OF RS.59.380 MILLION ON
RECRUITMENT OF MANAGEMENT TRAINEES UNDER
POLITICAL PRESSURE

PAC DIRECTIVE

The PAC settled the above three (03) paras.

7. Para-156 Pagel?21 ARPSE199899

PILFERAGE OF GAS BY INDUSTRIAL UNITS RS. 95.183

MILLION.

In Sui Northern Gas Pipek, Limited 9 Industrial Units (Non consumers )
were involved in pilferage of gas at large scale and an amount of Rs.
95.183 million was appearing in the accounts of the company as-6n 30
1998 as recoverable from these fmmmsumers. The company however
did not initiate any proceeding against the parties involved in pilferage of
gas.

The PAO replied that the Company's Management with full support of the
Provincial and District Administration has been able to detect gas



pilferage to the tune of Rs.95.188llion. The cases of gas pilferers were
referred to Army Monitoring Cell. These cases were reviewed on the
advice of the Incharg&rmy Monitoring Cell and were revised to realistic
limits. Despite the reduction in the charges, these arrears however, were
not paid by the pilferers.

The amount in question has since been written off under the approval of
Board of Directors.

PAC DIRECTIVE

The Committee directed the PAO to recover the balance amount from all
the Pilferers and report to be submitted to audiiwil5 days.

. PARA-157 PAGE121 ARPSE199899

EXPECTED LOSS OF RS. 17.447 MILLION DUE TO NON-
RECOVERY OF GAS CHARGES FROM DEFAULTING
CONSUMER.

Audit pointed that M/s.Kaghan Bricks Work Limited did not pay the
monthly gas bills S.G.N.PL continued uninteriegb supply of gas for 20
months without initiating any action for recovery. The gas was finally
disconnected on 28-1996 and outstanding dues against the defaulting
consumer accumulated to Rs. 17.447 million up to the date of
disconnection. As neither arsgcurity is held by SNGPL nor appropriate
steps have been taken recovery from the defaulting company dues is
doubtful. The matter was reported to Ministry/management el04E999

and 1711-1999 but no reply was furnished.

The PAO replied that as a resolt concerted efforts made the company
has already recovered an amount of Rs. 13.951 million and recovery of
balance is being pursued. We are pursuing with OPF (Parent company of
KBWL).

PAC DIRECTIVE

The Committee settled the para subject to verificatibmecovery from

OPF and report to the Committee within three (03) months.

. PARA-158 PAGE122 ARPSE199899

LOSS OF RS. 23.208 MILLION ON NEW STORES AND SPARES
DECLARED SCRAP BY THE MANAGEMENT .

The audit pointed out that The management of Sui NorthernRgees
Lines Limited (SNGPL) purchased stores and spares worth millions of
rupees in the past, out of which stores and spares worth Rs. 23.208 million
lying un consumed since purchase. This showed that stores in question

were purchased without any requiretnen a r esul t of wh i

c h

c



Vi.

funds amounting to Rs. 23.208 million remained blocked. The company is
likely to sustain heavy losses through auction of the New Stores as scrap.

DAC in a meeting on 29.07.2011 was apprised that the scrapped stores
and sparebad already been disposed off by the management.

PAC DIRECTIVE
The Committee settled the para subject to verification of record and report
to the Committee and Audit within two months.

PARA-159 PAGE122 ARPSE199899

LOSS OF RS. 3.570 MILLION ON ACCOUNT OF LESS BILLING
TO M/S. CHAUDHRY SUGAR MILLS, GOJRA.

PARA-160 PAGE123 ARPSE199899

LOSS OF RS. 2473 MILLION DUE TO UN-NECESSARY
PURCHASE OF STORES.

PAC DIRECTIVE
The Committee settled the above two (02) paras.

PAKISTAN MINERAL DEVELOPMENT CORPORATI ON

PARA-161 & 162 PAGE125 ARPSE199899

NON RECOVERY OF RS. 84,1/0 FROM THE JOINT
SECRETARY MINISTRY OF PETROLEUM AND N.R.

PARA-164 PAGE126 ARPSE199899

NON RECOVERY OF CUSTOM DUTY AND OCTROI CHARGES
AMOUNTING TO RS.0.790 MILLION

PARA-165 PAGE127 ARPSE199899

LOSS OF RS. 965684 DUE TO SUPPLY OF BLASTING
POWDER/SAFETY FUSE TO MINERS AT SUBSIDIZED RATES.

PAC DIRECTIVE
On presentation, the PAC settled the three (3) paras.

a. PARA 113: AUDIT COMMENTS

b. PARA 114: AUDIT COMMENTS
c. PARA 115: AUDIT COMMENTS




PARA 116: AUDIT COMMENTS
PARA 117: AUDIT COMMENTS
PARA 118: AUDIT COMMENTS
PARA 119: AUDIT COMMENTS
PARA 120: AUDIT COMMENTS
PARA 121: AUDIT COMMENTS
PARA 122: AUDIT COMMENTS

Se oo

— —

PAC DIRECTIVE
On the recommendations of the DAC, the Committee settled the aBove 1
paras.

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR
199899

PIRKOH GAS COMPANY PRIVATE (PVT. LTD.(PGC)

i) PARA 136 PAGE 113

Audit pointed out although the trade debtors decreased by 31.89% from Rs.
3104.170 million in 19988 to Rs. 2115.771 ifhon during the year 19989, yet

the same is still on high side and need to be minimizbd.PAO informed after
making efforts that amount has been reduced from 2115.771 Million to Rs
606.938 which has also been recovered from KESC.

PAC DIRECTIVE
The SubCommittee recommended the para for settlement on the
recommendation of DAC.

OIL AND GAS DEVELOPMENT COMPANY LIMITED (OGDCL)
i) PARA 143 PAGE 116

Audit pointed out Stores and spares inventories were valued at Rs.
7032.939 million as on June 30, AN amount of Rs. 675.160 million for
obsolete and slow moving items has been provided in the accounts for the year
under review. Need for early disposal of these items and strict inventory control is
emphasized.

PAO informed that the matter was discusge DAC meeting held on 07.04.2015
wherein Management explained that 90% cost of absolute inventory amounting to
Rs 352.302 million has been charged to profit loss account from 2007 to 2011
while the inventory costing to Rs 12.415 million is in the preces being
auctioned.



PAC DIRECTIVE
The SubCommittee recommended the para for settlement subject to verification
of record by Audit upto December, 2015.
COURT CASES

i) Para 144 PAGE 116 ARPSE 1998 (Court Case)OGDCL

ii) Para 145 PAGE 116 ARPSE 1998 (Cout Case) OGDCL

i) Para 152 PAGE 119 ARPSE 1998 (Court Case) SNGPL

iv) Para 156 PAGE 119 ARPSE 1998 (Court Case) SNGPL

PAC DIRECTIVE
The SubCommittee directed the PAO to apprise current status of case to Audit
and pursue the case vigorously in the couttanf.

SUI NORTHERN GAS PIPELINES LTD.

i) PARA 157 PAGE 121 ARPSE199899
EXPECTED LOSS OF RS. 17.447 MILLION DUE TO NON-RECOVERY
OF GAS CHARGES FROM DEFAULTING CONSUMER.

iM) PARA 158 PAGE 122 ARPSE199899
LOSS OF RS. 23.208 MILLION ON NEW STORES ND SPARES
DECLARED SCRAP BY THE MANAGEMENT.

PAC DIRECTIVE
The SubCommittee recommended the above two (02) Paras for consideration in
fresh DAC.

PAKISTAN STATE OIL COMPANY LIMITED.

PARA 107 PAGE 1 ARPSE199899-VOL -X-S
BLOCKADE OF FUNDS OF RS. 3.667 MILLION BY
EXTENDING UNDUE FAVOUR TO A PRIVATE PARTY.

Audit pointed out the PSO signed an agreement with M/s Gilani Traders to obtain
plot No.44 measuring 19800 sq. meter, in Kemari Oil installation area, Karachi on
sub lease for 25 years on annual rent of Rs3.6 millidJuly 1990. An advance of

Rs 3 million was paid to M/s Gilani Traders in the same month while they were
not in possession of the plot . Audit is of the view that funds were blocked by
paying advance rent to M/s Gilani Traders for the plot which wasmtiteir
possession. Besides, the land could not be utilized as yet, indicating bad planning
on the part of management.



The PAO informed as per instructions of PAC, NAB Sindh commenced an
inquiry into the matter. As requested by NAB, PSO has provided NAB
Authorities with the required information/documents related to the matter and
concerned officials of PSO have also visited NAB for briefing as and when
required by them. As per instructions of DAC, a letter has been written to NAB
inquiring about the stasuof inquiry.

PAC DIRECTIVE

The SubCommittee pended the para with the direction to submit inquiry report in
one month

(ACTIONABLE POINTS)
Actionable points arising from the discussion of meeting of the@uhmitteel
of the Public Accounts Committeeltieon T December, 2015 pertaining to M/o
Petroleum & Natural Resources, in the Parliament House, Islamabad under the
Convenership of Ms. Shahida Akhtar Ali, MNA for examination of
Appropriation Accounts/Audit Reports/Special Audit Reports for the ye288- 1
99 of M/o Petroleum & Natural Resources

AUDIT REPORT 1998-99
Ministry of Petroleum & Natural Resources

1. 0] Paras 8.4 & 8.5 Page # 119 & 120 (AR99899)
Double accontal of single credit on account of development
surcharge by PSERS 15.500 million
(i)  Paras 8.6 (a) Page # 120 (AR99899)
Shortrealization of development surcharge due to application of
incorrect ratesRs. 117.795 million

SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the above three (03) paras for settlement
subject to recosry and verification of record by Audit within 15 days.
2. 0) Para No. 1.1 Page No. 15 (ARR99899)
Unlawful gas development surcharge liability against govermment
Rs 4,404.309 million

(i) Para No. 6.1 Page No. 111 (AR99899)
Non-realization of gaslevelopment surcharge on gas sold to
WAPDA- Rs 1, 925.670 million

(i)  Para No. 6.2 Page No. 111 (AR99899)
Shortrealization of development surchaiBe 42.877 million




(v) Para No. 8.7 Page No. 121 (AR99899)
Shortrealization of development suge due to non
implementation of notified ratesRs 58.177 million

SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the above four (04) paras for settlement on the
recommendation of DAC.

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE
YEAR1998-99
OIL AND GAS DEVELOPMENT COMPANY LIMITED (OGDCL)

3. Para-143, Pagel16, ARPSE199899

The Audit pointed out that Stores and spares inventories were valued at
Rs7032.939 million as on June 30, 1999. An amount of Rs675.160 million for
obsolete and slow mowitems has been provided in the accounts for the year
under review. Need for early disposal of these items and strict inventory control
is emphasized.

The PAO informed that that 90% cost of obsolete inventory amounting to Rs
352.302 million has been clyged to profit and loss account from 2007 to 2011.
Remaining inventory of Rs 83.703 million, the inventory costing Rs 71.238
million is being reassessed for any alternate use while the inventory costing Rs
12.415 million is in the process of being auctidnfr which the date of 21and

29" December, 2015 has been fixed.

SUB-COMMITTEE DIRECTIVE

The SubCommittee recommended the para for settlement subject to verification
of record by audit with direction to PAO that auction process must be completed
up-to January, 2016.

OIL AND GAS DEVELOPMENT COMPANY LIMITED (OGDCL)

4. (1 Para-144, Pagel16, ARPSE199899
(i) Para-145, Pagel16, ARPSE199899

SUI NORTHERN GAS PIPELINES LIMITED (SNGPL)

(iii) Para-152, Pagel19, ARPSE199899

SUB-COMMITTEE DIRE CTIVE
The SubCommittee pended the above three (03) paras till decision of court with
direction to pursue court cases vigorously.




5. () Para-156, Pagell9, ARPSE199899
Pilferage of Gas by Industrial units Rs. 95.183 million.

(i) Para-157, Pagel?2l, ARPSE199899
Expected loss of Rs 17.447 million dueto non recovery of gas
charges from defaulting consumer.

SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the above two (02) paras for pursuance at
DAC level.

SUI NORTHERN GAS PIPELINES LIMITED _(SNGPL)
6. Para-158, Pagel22, ARPSE199899
Loss of Rs 23.208 million on new stores and spares declared scrap by the

management.

SUB-COMMITTEE DIRECTIVE
The SubCommittee recommended the above para for settlement on the
recommendation of DAC.

M/O PLANNI NG, DEVELOPMENT AND REFORM

(ACTIONABLE POINTS)
Actionable points arising from the discussion of meeting of theGarhmitteel
of the Public Accounts Committee held on™2®lay, 2015 pertaining tdvi/o
Planning & Development, in the Parliament House, ldsnabad under the
Convenership of Ms. Shahida Akhtar Ali, MNA for examination of
Appropriation Accounts/Audit Reports/Special Audit Reports for the years-1998
99.

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR
199899
NATIONAL CONSTRUCTION COMPANY (FAKISTAN) LIMITED

PARA NO.166 ARPSE 19989
The Audit pointed that annual audited accounts of the above organization for
the year 19989 have not been provided on due date. Ministry may be
directed to provide the annual audited accounts atatig other elevant
record to Audit for verification and also informed the total expenses incurred
on liquidation.




The PAO informed the Committee that no single penny paid to liquidator. The
annual audited accounts alewgth other relevant record will be provided to
Audit for verification.

SUB-COMMITTEE DIRECTIVE

The SubCommittee recommended the above para for settlement subject to
verification of record by Audit.

MINISTRY OF RELIGIOUS AFFAIRS AND INTERFAITH HARMONY

(ACTIONABLE POINTS)

Actionable points arisim from the discussion of meeting of the Stbmmitteel

of the Public Accounts Committee held on™28lay, 2015 pertaining to M/o
Religious Affairs & Zakat, Ushr and Minorities Affairs Division in the Parliament
House, Islamabad under the Convenershill sf Shahida Akhtar Ali, MNA for
examination of Appropriation Accounts/Audit Reports/Special Audit Reports for
the years 19989.

SPECIAL AUDIT REPORT (89) ON EVACUEE TRUST PROPERTY
BOARD, LAHORE, 1998-99
COURT CASES
1. i) Para No. 1.3 Page No. 4 Audit Rep199899.
Wasteful Expenditure of - Rs. 226,808 Million.

i) Para No. 2.2 Page No. 6 Audit Report 1998
Expenditure of Rs. 2.669 million without approval of building

plan .

iii) Para No. 5.1 Page No. 9 Audit Report 1998
Delay in construction d commercial complex at blue area
Islamabad resulting in loss of expected revenue efRs. 65,791
Million.

iv) Para No. 5.2 Page No. 10 Audit Report 1993
Revenue lose of Rs. 354.975 million due to delayed completion
of office complex at Islamabad.

SUB COMMITTEE DIRECTIVE

The Sub Committee pended the above four (04) paras till the decision of court and
also directed the PAO to pursue the case in court of Law vigorously.



2. Para No. 5.3 Page No. 12 Audit Report 1-998
Reduction in area of a plot puchased from capital development
authority causing loss of- Rs. 564,000 Million.

The Audit pointed out that the plot No:-54F/1 measuring (470x325) 152750
S.Ft. purchased from CDA, Islamabad in 1976 for Rs.93,65,860/ possession
taken by ETPB on 1026.1990 was reported to measure 143550 S.Ft. (450x319).
Thus it diminished by 9200 S.Ft. Costing Rs. 564,088/per purchase price. In

fact, the present market value is now much more than the purchase price. The
reduction in its area with resultant loésis not been taken up with CDA
Islamabad for recovery.

The PAO informed the Committee that the meeting with the Chairman, CDA and
Chairman ETPB was held on 15.08.2008 and it was mutually agreed that CDA
would provide alternate piece of land having samemercial value to the ETP
Board. However, CDA, Islamabad issued a sanction order dated 22.11.2008 for
Rs. 614,375/which was not encashed.

SUB COMMITTEE DIRECTIVE
The Sub Committee recommended the above para for settlement subject to
verification of reord by the Audit.

3. i) Para No 1.1 Page No 03 (AR99899)
EXPENDITURE OF RS. 2.117 MILLION ON BUILDING
RAISED ON FACULTY FOUNDATIONH

i) Para No 1.2 Page 3 (ARL99899)
EXPENDITURE OF RS. 1.222 MILLION ON RETAINING
WALL.

iii) Para No 2.1 Page 5 (ARL99899)
UN-NECESSARY BLOCKING OF FUNDS AMOUNTING TO
RS. 1.952 MILLION.

iv) Para No 3.1 Page 7 (ARL99899)
IREGULAR PAYMENT OF RS. 152879/ TO A
CONTRACTOR.




Vi)

vii)

viii)

Xi)

xii)

xiii)

Xiv)

XV)

Para No 3.2 Page 7 (ARL99899)
UN-WARRANTED EXPENDITURE OF RS. 959,911DUE TO
SOIL REINVESTIGATION.

Para No 3.3 Page 8 (ARL99899)
UN-JUSTIFIED PAYMENT OF RS. 53,0720N ACCOUNT OF
SUSPENSION OF WORK.

Para No 4 Page 9 (ARL99899)
UNDUE PAYMENT OF RS. 472,493.

Para No 5.4 Page 13 (ARL99899)
DOUBLE PAYMENT OF RS. 178,380/ ON SOIL
INVESTIGATION

Para No 5.5 Page 14 (AR99899)
ILLEGAL OCCUPATION ON ETPB PROPERTY WORTH RS.
226,400/

Para No 6.1 Page 15(AR.99899)

UNAUTHORIZED PAYMENT TO STAFF OF
ADMINISTRATIVE MINISTRY RS. 74,489/ ON ACCOUNT
OF HONORARIUM.

Para No 6.2 Page 15 (AR99899)
RS. 20,500/0ON THE PURCHASE OF AIR CONDITIONER.

Para No 6.3 Page 16 (ARL99899)
SUPPLY OF ARTICLES WORTH RS. 105,75Z0 OFFICERS
OF FEDERAL MINISTRY.

Para No 6.4 Page 16 (AR99899)
PAYMENT OF HOTEL BILL FOR RS. 17,862/

Para No 6.5 Page 17 (AR99899)
IRREGULAR PAYMENT OF RS. 200,409/ DUE TO
FIXATION OF PAY.

Para No 6.6 Page 18 (AR99899)
MIS-USE OF TELEPHONE BY AN OFFICER RS. 118,935/




xvi)  Para No 6.7 Page 19(AR.99899)
IRREGULAR / DOUBTFUL EXPENDITURE OF RS. 18,600/

Para No 6.8 Page 4 (AR-199899)

IRREGULAR ANNUAL EXPENDITURE OF RS. 866,7600N
CREATION OF NEW POSTS WITHOUT APPROVAL OF
MINISTRY.

xvii) Para No 6.9 Page 20(AR.99899)
IRREGULAR / INFRUCTUOUS PAYMENT OF PAY &
ALLOWANCES AMOUNTING TO RS. 321,978/

xviii) Para No 6.10 Page 21 (AR99899)
UN-WARRANTED PAYMENT OF SPECIAL PAY RS. 77,400/

xix)  Para No 7.1 Page 22 (AR99899)
NON-RECOVERY OF RS. 318,322/ON ACCOUNT OF
OUTSTANDING ADVANCES.

xX)  Para No 7.2 Page 22 (AR99899)
NON-RECOVERY OF ADVANCE AMOUNTING TO RS.
229,947/

xxi)  Para No 7.3 Page 23 (AR199899)
OUT-STANDING RENTALS AGAINST TENANTS/LESSEES
AMOUNTING TO RS. 23.5 MILLION.

SUB COMMITTEE DIRECTIVE

The Sub Committee recommended the above mentioned twenty two (22) paras for
settlement on the recommendation of DAC.

MINISTRY OF WATER & POWER

(ACTIONABLE POINTS)

Actionable points arising from discussion of the meeting of the- Sub
Committee of the Public Accounts Committee held on 20th May, 2014, for
examination of Appropriation Accounts/Audit Reports/Special Audit Reports of
Ministry of Water & Power for the years 1998 are as below;



MINISTRY OF WATER & POWER

AUDIT REPORT FOR THE YEAR 1998-99
PARA 1.3, PAGES-AR 199899
RECOVERY ON ACCOUNT OF DOUBLE WITHDRAWAL
OF SALARIES /OTHER T Rs. 0.885 MILLION

SUB-COMMITTEE DIREC TIVE

The Committee settled the Para subject to provide the certificate
regarding the bank statement showing the deposit of recovered
amount to Audit under intimation to PAC. The Committee also
directed the PAO to improve the profit ratio

PARA 3.1, PAGE 11-12-AR 199899
FINANCIAL INDISCIPLINE RESULTING IN IRREGULAR
EXPENDITURE T Rs. 5.973 MILLION

PARA 3.2, PAGE 12AR 199899

UN-AUTHORIZED EXPENDITURE FROM RECEIPTS OF
CP_FUND AND PENSION CONTRIBUTION i Rs. 1.961
MILLION

PARA-3.3, PAGE 13-AR 199899
NON DEPOSIT OF RECEIPT i Rs. 2.064 MILLION

SUB-COMMITTEE DIRECTIVE

On presentation of the above three paras, the Committee settled the
paras. However the Committee directed the PAO that the
department is not authorized to utilize #raount earned by selling

its community/property and the said amount should be deposited in
National treasury, and then it can be used through budgetary
provision.

PARA 3.4, PAGE 13AR 199899

IRREGULAR PRINTING WITHOUT OBTAINING NOC
FROM PRINTING CORPORATION OF PAKISTAN T Rs.
0.620 MILLION

PARA-5.1, PAGE 13AR 199899
NON PRODUCTION OF STOCK REGISTER AND TENDER
DOCUMENTS FOR THE STOCK i Rs. 0.058 MILLION




SUB-COMMITTEE DIRECTIVE
The Committee settled the above two Paras.

Para No 294, Page 223ARPSE 199899

The company earned profit of Rs.65.089 million in 1932
Rs.69.784 million in 19934 Rs.78.523 million in 19995,
Rs.109.834 million in 19986, Rs.105.992 million in 19987,
Rs.71.821 million in 199B8and Rs.16.713 million in 19989.

The working results of the company for the year 199&s
compared with those of the preceding year are given hereunder:

(Rs. in milion) A a2
s e e | Percentage |
‘ | i increase/ |
# | Particulars. | 199899 | 1997-98 | (decrease) |
e s 727181  747.984 (2.78)
Expenditure( Admn Expenses) 690.176 661.()3-} ; 4.3]

Profit before taxation 37.005 84.350 (56.12)
Provision of Taxation 20.292 12.529 61.96

Profit after taxation 16.713 71.821 (76.72)

The above table would show that income decreased from
Rs.747.984 million in 19988 to Rs. 727.1Bmillion during 1998

99 whereas the expenditure increased to Rs.690.176 million during
199899 as against Rs.661.634 million during the year 1387
Resultantly profit of the company decreased by 76.72%. Steps
need to be taken to increase the incomecamdrol the expenditure

so as to check the fall in income since 1985

SUB-COMMITTEE DIRECTIVE

The Committee held the directive of PAC regarding the
improvement in the performance of NESPAK. The Committee
further directed NESPAK to improve its perfance by
controlling its expenditure, increase its local / foreign income,
make effective business plans and marketing strategy to increase
the profit ratio.

Para No 295, Page 22ARPSE 199899
Contract receivable stood at Rs.502.774 million a8®&-1999 as
against Rs.509.730 million as on -86-1998. Although the




business of the company has decreased sinced®3%be contract
receivables are constantly on the increase which is not justified.
Non recovery of company dues has led to heavy piamviof
Rs.55.864 million on account of doubtful debts. Strenuous efforts
need be made to recover the receivables from the parties concerned
so that funds stuck up could be utilized in best interest of the
company.

SUB-COMMITTEE DIRECTIVE

The Committeehas shown its concern on rapid increase in the
receivable of NASPAK and directed to make efforts to recover
their receivables form all Ministry/Division/Department of Federal
Government and Provincial Government if there is no any legal
dispute.

6. Para No 296, Page 2ARPSE 199899
Fee and charges, contain certain expenses incurred by the company
which are recoverable from the customers. Nature of expenses
incurred and reasons thereof need to be stated and steps taken for
early recovery of the same.

SUB-COMMITTEE DIRECTIVE

The Committee settled the Para on the recommendation of Audit
due to verification of relevant record.

NATIONAL POWER CONSTRUCTION (PVT) LIMITED

Para No 297, Page 225 ARPSE 1998

Fits of Rs. 14.683 million in 19985, Rs.9.483 million in 1995
96, Rs. 22.840 million in 19987 Rs. 21.463 million in 19998
and Rs. 40.702 million in 19989.

The working results of the company for the year 1998as
compared with the previous year are given below:




Sr. Particular 199899 | 199798 | %age
No.
1 Contract and other 2,220.344 103.218| 2,051.11
income.
ZI' Contract and other 2,170.480 79.218| 2,639.87
. expenses
8 | Operating profit. 49.865| 24.000] 107.77
X | Financial and other 9.163 2.537| 261.18
; charges
5 | Profit before taxation 40.702| 21.463| 89.64
& Provision for taxation 16.447 6.010, 173.68
I Profit after taxation 24.255 15.453 56.95
e Gross Profit Ratio 2.25 5.25
a | Net Profit Ratio 1.09 2.78

S

e in profit from Rs. 21.463 million in 19998 to Rs. 40.702
million in 199899 was due to increase in execution of twe on
going contracts amounting to SR. 138.745 million and SR. 168.976
million. In the year 199-B8 contracts of the value of SR 4.363
million were executed whereas the work of the value of SR.
158.830 millon were executed during the year under review.
However the cost of contract executed in 12998worked out to
98.5% of the contract value as compared to 94.6% of the contract
value in 199798. The percentage increase in cost of contract
executed during thgear under review was stated to be increase in
cost of sukcontracts since the company was forced to engaged
local subcontractors for erection and stringing works because of
delays in insurance of work visas for NPCC work force by the
Saudi Government anpartly due to increase in rates of banks
charges on performance/ advance payment guarantees and letters
of credit as a result of economic sanctions on Pakistan after its
Atomic test in 1998. The performance of the company as a whole
was satisfactory.

PARA NO 298, PAGE 226 ARPSE 199899

Two works of SR.68.798 million and SR.75.730 million out of the
contracts of SR.307.721 million in hand were left unfinished on
30th June 1999 which are scheduled to be completed before the
end of financial year 1992000. As such no work will be left for
execution after June.2000. The management stated that as the two
on going projects were heading for successful completion, the




company had already started participating in tenders for new
projects in overseas markatdawere confident of maintaining its
performance record and continued to be source of earning for
government of Pakistan. The management may therefore make
concerted efforts to secure new contracts so that a source of
foreign exchange is not dried up iretiiears to come.

SUB-COMMITTEE DIRECTIVE

The Committee pended the above mentioned two Paras due to
absence of MD National Power Construction Corporation (Pvt)
Limited and showed its displeasure.



