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PREFACE

Articles 169 and 170 (2) of the Constitution of Islamic Republic of
Pakistan 1973, read with Sections 8 and 12 of the Auditor-General’s (Functions,
Powers and Terms and Conditions of Service) Ordinance 2001, require the
Auditor-General of Pakistan to conduct audit of expenditure from the Provincial
Consolidated Fund and Public Account.

This report is based on the audit of various offices of Irrigation, Works
& Services, Public Health Engineering & Rural Development Departments,
Education Works Divisions and Development Authorities, Government of Sindh
for the Financial Year 2023-24. It also includes audit findings pertaining to
previous year of above mentioned departments. The Directorate General of
Audit Works (Provincial) Sindh, Karachi conducted audit on a test check basis,
with a view to report significant findings to the relevant stakeholders. The main
body of the Audit Report includes only the systematic issues and significant audit
findings. Relatively less significant issues are listed in Annex-A (MfDAC) of
this report which shall be pursued with the PAOs at the DAC level and in all
cases where the PAOs do not initiate appropriate action, the audit observations
will be brought to the notice of the Public Accounts Committee through the next
year’s Audit Report.

Two special categories of audit have also been included in this report.
Firstly, an Impact Audit which determines the impact of any program or recent
change to an existing program, specifically focusing on the results by segregating
other contributing factors or variables. Secondly, Thematic Audit which is an
attempt to analyze specific theme and make recommendations on the issues.

Audit findings indicate the need for adherence to the regulatory
framework besides, instituting and strengthening internal controls to avoid
recurrence of similar violations and irregularities. The report has been finalized
in the light of written responses of the departments and DAC meetings.

There are certain audit paras which were also reported in last three years’
Audit Reports for the financial years. Recurrence of such irregularities is a matter
of concern and needs to be addressed.

This Audit Report is submitted to the Governor of Sindh in pursuance of
the Article 171 of the Constitution of Islamic Republic of Pakistan, 1973 for
causing it to be laid before the Provincial Assembly.

Islamabad (Muhammad Ajmal Gondal)
Dated: Auditor-General of Pakistan
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EXECUTIVE SUMMARY

The Director General Audit Works (Provincial), Sindh is mandated to
conduct Audit of entities under the administrative control of the Secretaries of
the Irrigation, Works & Services, Public Health Engineering & Rural
Development, School and College Education works divisions and Development
Authorities under different Principal Accounting Officers.

Audit mandate includes Regularity Audit (financial attest audit of foreign
aided projects and compliance with authority audit), Performance Audit,
Thematic & Impact Audit. Audit was conducted with the following objectives;

. Regularity Audit to examine whether the expenditure incurred was
in conformity with the laws, rules and regulations framed to
regulate the procedure for spending public money.

. Audit of sanctions to assess that the expenditure was incurred with
the approval of the competent authority or otherwise.

. Propriety Audit which extends beyond scrutinizing formalities of
expenditure to highlight cases of imprudent expenditure.

. Review and analysis of various policies relating to aforementioned
government departments.

a) Scope of Audit

This office has a mandate to conduct audit of 403 formations working
under the PAOs specified above. Total expenditure of these formations was
Rs. 207,929.919 million for the Financial Year 2023-24. During the current audit
year, 130 formations having a total expenditure of Rs. 171,091.685 million and
revenue of Rs. 4,754 million were audited of the financial year 2023-24. In terms
of percentage of the auditable amount, the audit coverage is around 10-15% of
the auditable expenditure and revenue.

This audit report also includes audit observations of formations relevant
to previous FY 2022-23 having a total expenditure of Rs. 50,591.579 million and
revenue of Rs. 2,729.737 million. In addition to Compliance Audit, this office
also conducted Financial Attest Audit of six Foreign Aided Projects, one Impact
and Thematic Audit.

Impact Audit was conducted on ‘Installation of Reverse Osmosis / Ultra
Filtration Plants and its impact on lives of the people.” The scope of impact audit
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is to examine the primary project’s objective of providing clean drinking water
to the public at large. The audit exercise strives to understand the efficacy of the
RO/UF plants and evaluate how their installation has contributed to the
betterment of overall socio-economic welfare of the public especially in the
context of controlling the water-borne diseases and reducing government
expenditure on health. Given the expansive nature of the research scope, the
audit task was strategically confined to two districts of Sindh, i.e., Hyderabad
and Tharparkar.

The Thematic Audit aims to identify the areas hindering the achievement
of their objectives. The theme selected for Thematic Audit was ‘Electrification
of off-Grid villages through Solar Technology.’ The scope of the audit is limited
to the electrification work executed in the districts of Dadu & Sanghar.

b) Recoveries at the Instance of Audit

As a result of audit, recoveries of Rs. 14,952.448 million have been
pointed out. An amount of Rs. 707.932 million was recovered from January to
December, 2024 which was verified accordingly by Audit.

C) Audit Methodology

The audit exercise was carried out in accordance with Department of
Auditor General of Pakistan auditing standards as prescribed in Financial Audit
Manual. Prior to the field activity, desk review was conducted to attain
comprehension of the system, procedures and environment of audit entities. The
permanent files of the entities maintained in the Directorate General Audit were
utilized for understanding their business and legal / institutional framework. The
evidence was primarily gathered after applying systematic procedures by means
of enquiries from the management, review of monitoring and progress reports
and examination of payment vouchers.

Audit tests and analytical procedures were followed to evaluate that the
expenditure was completely recorded and receipts were timely deposited into
government treasury. The review of payments was made to ensure that these
were validated by proper supporting documents and approval of competent
authority as per applicable rules and regulations. Budget comparison with actual
expenditure was carried out to ensure that the expenditure was made in
accordance with the approved budget, including the revisions made therein.



The data pertaining to audit activity, starting from the planning to
execution stage was uploaded to the Audit Management Information System
(AMIS), wherein the chronological status and findings of audit programs were
duly incorporated.

With respect to Impact and Thematic audits, field visits/surveys of
selected areas were also conducted.

d)

€)

Audit Impact

PAO of the PHE&RDD issued directives vide letter
No.SO(PHE)10(13)/2019 dated 21 October, 2024 on the audit
paras prohibiting misuse of the provision of the payment on part
rate without execution of works at site.

On the recommendation of the audit, the irregular practice of
incurring expenditure through employees instead of vendors was
stopped in Development Authorities.

Number of work-charged employees were reduced from 599 to 456
in Malir Development Authority.

On the pointation of the audit, WASA assured to allocate sufficient
funds on purchase of chemicals for purification of the water to
ensure supply of clean drinking water to the population of
Hyderabad.

Audit observations highlighted excess payments in civil
engineering works. Accordingly, DAC directed in 66 paras to
initiate enquiry for fixing of responsibility on the person(s)
responsible for mismanagement.

The impact of the audit observations raised was witnessed in the
form of recoveries effected. This year, recoveries of Rs. 707.932

million were effected which are 465% higher than the last year’s
recoveries of Rs. 125.280 million.

Comments on Internal Controls

The audit observations in the report clearly indicate that the system of
internal controls within the departments is ineffective and weak. Internal control
violations are reported by the Audit every year, but the response of the entities
to address this pressing issue is relatively lukewarm. A general review of the
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activities and transactions of various formations of departments with regard to
Internal Control System are embodied in the following comments:

The instances of losses to government, recoveries and violation of
rules are outcome of the laxity in exercise of internal controls and
violation of authorized procedures for processing transactions.

The instances of splitting the expenditure to avoid sanction of the
higher authorities were observed to be a common practice. This is
a violation of the process of delegation of financial powers as laid
down in ‘The Sindh Delegation of Financial Powers and Financial
Control Rules 2019.”

Frequent deviations were observed regarding contract
management, whereby the scope of the work was increased beyond
the permissible limits resulting in irregular and uneconomical
expenditure.

Maintenance of the security deposit register is a mandatory
requirement which was missing in most of the cases in order to link
the refund of security deposit with SAP system.

The periodic incorporation of security deposit is not being made in
SAP system and the same should be reflected therein as all
payments are being made through it.

Another common issue observed by Audit was the improper
recording of measurement books, as most of the measurements
were recorded without mentioning their dates.

Another important issue highlighted was allowing secured advance
on building material to the contractors without fulfilling the
required criteria.

Internal Audit, being a basic component of Internal Controls,
investigates and appraises the efficiency of an organization. An
independent, effective and efficient internal auditing system
ensures well planned evaluation and proficiency besides, avoiding
recurring irregularities. A major reason for weak internal controls
is the non-existence of internal audit.
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f) Key Audit Findings

Audit observed various key issues which showed inefficiencies and poor
project and contract management in various departments of Sindh Government.
Several development projects /schemes remained incomplete despite lapse of 2
to 18 years. In some cases, even more than 80% expenditure was incurred
thereon. New schemes were being initiated without completing the on-going
schemes which was a major planning issue at policy level.

Due to weak project oversight, quality of the works was also
compromised in many cases. Weak financial management was reflected in the
shape of excess payments, advance / hasty payments to the contractors without
physical execution of works at site, non-recoveries of the dues, non-maintenance
of proper record of security deposits, etc. Audit also noticed transparency issues
in tendering process such as non-formulation & ineffective technical and
financial evaluation criteria, unnecessary splitting of the expenditures to avoid
open competitive bidding etc.

Ineffective Governance issues were also reported in the audit of
Development Authorities since no effective measures were taken either to
achieve their revenue targets or remove encroachment on their command areas /
parks and play grounds. Public importance matters were not accorded any
priority by Development Authorities. The litigation cases were on increasing
trend however, appointments/ selections of legal counsels were not merit-based,
exposing the organization at risks of losing cases, having negative impact on the
resources of the Authority. Funds were placed in current accounts of commercial
banks as management has no strategy to earn income from their surplus funds.

The summarized categorization of the audit paras are as under:

i Non-production of record in five (05) cases.!
ii. Reported cases of fraud, embezzlement, and misappropriation in three
(03) cases Rs. 791.557 million?
iii. Employees related irregularities in nine (09) cases Rs. 502.085 million?
iv. Procurement related irregularities in one hundred and twenty (120) cases
Rs. 41,900.595 million*

1Paras-2.2.6.1, 2.4.6.1,3.5.1,4.5.1,6.5.1

2 Paras- 2.2.6.8,2.3.6.3,5.5.1

3Paras- 2.2.6.10, 2.2.6.7, 2.2.6.9, 2.3.6.15, 2.4.6.10, 2.4.6.11, 2.4.6.9, 4.5.137, 5.5.29

“Paras- 2.2.6.17, 2.2.6.20, 2.2.6.21, 2.2.6.23, 2.2.6.24, 2.2.6.25, 2.2.6.5, 2.2.6.6, 2.3.6.10, 2.3.6.13, 2.3.6.2, 2.3.6.6, 2.3.6.7, 2.3.6.9, 2.4.6.13, 2.4.6.14, 2.4.6.15,
24.6.3,246.4,256.1, 25.6.2, 25.6.3, 25.6.4, 25.6.5, 2.5.6.6, 2.5.6.7, 3.5.10, 3.5.11, 3.5.13, 3.5.14, 3.5.15, 3.5.18, 3.5.19, 3.5.20, 3.5.24, 3.5.34,
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V. Planning & Execution issues in fifteen (15) cases -Rs. 27,930.354

million®
Vi, Recoverable against dues/charges in two (02) cases -Rs. 18,830.690
million®
Vii. Non-achievement of targets in two (02) cases -Rs. 11,668.215 million’
viil. Inordinate delay in execution of schemes in four (04) cases -Rs.
14,293.176 million®
IX. Core activities, value for money and service delivery issues in fourteen
(14) cases — Rs. 7,767.576 million.°
X. Management of accounts with commercial banks in six (06) cases-Rs.
4,183.626 million®
Xi. Jurisdiction issues in execution in two (02) cases -Rs. 1,889.317 million!!
Xii. Others in one hundred and fifty nine (159) cases - Rs. 12,946.987
million.
Xiii. Recovery of dues in twenty-three (23) cases - Rs. 5,023.538 million.*3

9) Key Audit Findings (Impact Audit)

Very negligible impact was observed in terms of provision of safe
drinking water to the people, consequently no tangible impact was observed in
reduction of the waterborne diseases and government expenditure on health care.
Operations & maintenance of the plants were not up to the mark. Procurement
process lacks transparency and sites selection for installations of the plants were
also not merit-based.

3.5.37,3.5.39,3.5.41, 3.5.45, 3.5.6, 4.5.10, 4.5.100, 4.5.11, 4.5.113,4.5.118, 4.5.12, 4.5.121, 4.5.125, 4.5.127,4.5.128, 4.5.13, 4.5.130, 4.5.131, 4.5.132,
4.5.133,4.5.14,4.5.27, 4.5.30, 4.5.48, 4.5.50, 4.5.51, 4.5.52, 4.5.53, 4.5.54, 4.5.56, 4.5.60, 4.5.63, 4.5.64, 4.5.66, 4.5.68, 4.5.71, 4.5.73, 4.5.77, 4.5.82,
45.83,4.5.98,55.10, 5.5.12, 5.5.13, 5.5.15, 5.5.16, 5.5.17, 5.5.18, 5.5.19, 5.5.20, 5.5.4, 5.5.5, 5.5.6, 5.5.7, 5.5.8, 5.5.9, 6.5.12, 6.5.23, 6.5.24, 6.5.26,
6.5.28,6.5.29,6.5.3,6.5.31, 6.5.33, 6.5.38, 6.5.42, 6.5.46, 6.5.47, 6.5.49, 6.5.5, 6.5.53, 6.5.54, 6.5.57, 6.5.6, 6.5.63, 6.5.64, 6.5.65, 6.5.67, 6.5.68, 6.5.72,
6.5.82,6.5.83,6.5.9

SParas- 2.4.6.7,4.5.20, 4.5.26, 4.5.28, 4.5.34, 4.5.37, 4.5.38, 4.5.4, 4.5.6, 6.5.10, 6.5.22, 6.5.27, 6.5.32, 6.5.34, 6.5.75

SParas- 2.3.6.1,2.4.6.6

"Paras- 2.2.6.12, 4.5.76

®paras- 3.5.2, 3.5.9, 4.5.7, 6.5.20

Paras- 2.2.6.18, 2.2.6.4, 2.3.6.4, 4.5.123, 4.5.129, 4.5.40, 4.5.46, 4.5.8, 5.5.11, 5.5.14, 5.5.2, 5.5.3, 6.5.2, 6.5.80

19pgaras- 2.2.6.19, 2.4.6.2, 2.4.6.5, 2.4.6.8, 6.5.40, 6.5.52

paras- 3.5.3, 6.5.45
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5.5.23, 5.5.24, 5.5.25, 5.5.26, 5.5.28, 6.5.11, 6.5.15, 6.5.16, 6.5.17, 6.5.18, 6.5.19, 6.5.21, 6.5.25, 6.5.30, 6.5.35, 6.5.36, 6.5.37, 6.5.39, 6.5.4, 6.5.41,
6.5.43, 6.5.44, 6.5.48, 6.5.50, 6.5.51, 6.5.55, 6.5.56, 6.5.58, 6.5.59, 6.5.60, 6.5.61, 6.5.62, 6.5.66, 6.5.69, 6.5.7, 6.5.70, 6.5.71, 6.5.73, 6.5.74, 6.5.76,
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13 Paras- 2.2.6.13, 2.2.6.14, 2.2.6.15, 2.2.6.16, 2.3.6.5, 3.5.32, 3.5.33, 4.5.135, 4.5.136, 4.5.22, 4.5.23, 4.5.87, 4.5.88, 4.5.89, 4.5.90, 4.5.91, 4.5.92,5.5.21, 5.5.22,
5.5.27, 6.5.13, 6.5.14, 6.5.84
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h) Key Audit Findings (Thematic Audit)

Distribution of the solar systems was not equitable and transparent in

Khipro Taluka of Sanghar District. Villagers were deprived of free repair &
maintenance by the contractors. Some of the villagers were also not provided
solar systems despite provision in the PC-I.

Vi.

Vil.
Viii.

Xi.

Xil.

)} Recommendations

Responsibility should be fixed for non-production of record and the same
be provided to audit.

Effective project planning and its execution must be ensured to avoid
time and cost overrun.

Ongoing schemes must be prioritized to avoid wastage of resources
already incurred thereon.

Efficient project oversight mechanism should be adopted to ensure
quality of development works.

Public importance works/ functions must be prioritized.

Disciplinary action should be taken against the officials involved in cases
of embezzlement of public money, mis-procurements, violation of rules
and regulations.

Recovery of outstanding dues should be expedited at the earliest.

There is a need to strengthen internal controls to ensure that the recurring
irregularities may not be repeated in future and value for money is
obtained subsequent to public spending.

Systemic issues such as application of incorrect rates, unauthorized
payment of secured advance, non-obtaining of performance / additional
performance securities as well as their revalidation need to be focused to
avoid recurrence of such instances.

Asset management mechanism needs to be put in place to safeguard
government assets.

Pro-active approach is required to vacate the encroachment from public
land, parks & play grounds.

Sound revenue management system including investment strategies be
adopted for Development Authorities in order to make them self-reliant.



Xiil.

Xiv.

XV.

XVI.

XVil.

Selection of legal counsels must be merit-based in order to safeguard the
interest of the government.

Principal Accounting Officers need to conduct Departmental Accounts
Committee meetings on a regular basis and ensure timely compliance of
decisions taken therein. The directives of Public Accounts Committee
should be implemented emphatically.

In terms of Impact Audit, effective strategies are required to make all
RO/UF plants functional besides ensuring their timely maintenance.
Regular laboratory tests must be ensured besides appointing technical
staff for operating and handling of these plants.

In purview of Thematic Audit, concerns raised by the local population
regarding inequitable distribution, non-maintenance of the equipment by
the contractor besides training to the local population about the handling
of the equipment must be addressed.

An internal audit wing, directly reporting to the PAO may be established
in the departments to strengthen the effectiveness of the internal controls.

Xi



Chapter-1. SECTORAL ANALYSIS
1.1 Introduction

The development works in Sindh are executed by specialized public
works departments like Works & Services, Irrigation, Education Works
Divisions and Public Health Engineering & Rural Development Department.
These departments are allocated funds by the government through development
grants. They also carry out the work of other provincial departments like Health,
Law and Home departments etc. in the shape of Deposit Works.

Besides, there are development authorities which have been established
to carry out development works in their specified geographical jurisdiction. The
development authorities execute development projects from their own resources
as well as funds received from Government of Sindh. Development authorities
which include Karachi Development Authority (KDA), Malir Development
Authority (MDA), Hyderabad Development Authority (HDA), Sehwan
Development Authority (SDA), Zulfikarabad Development Authority (ZDA),
Gorakh Hills Development Authority (GDA) and Lyari Development Authority
(LDA) are entrusted with urban development works in their respective areas of
jurisdiction.

1.2 Total Expenditure of Sindh

Total expenditure of Sindh for the last three years is depicted in the
following graph:

(Rs. in million)
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The graph shows a general upward trend in expenditure over the
specified period. However, the proportion of current expenditure has decreased
i.e., from 83% to 77%, while the share of development expenditure has
increased, i.e., from 17% to 23%, during the same period.

1.3  Total Development Expenditure of Sindh

The total development expenditure of Sindh for the last three years is
depicted in the following graph:
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The overall development expenditure in Sindh province has shown a
significant upward trend over the last three financial years. However, the
proportions of Provincial & District ADP have significantly decreased i.e. from
71% to 53% and from 11% to 3% respectively, while the share of Federal/Donor

Funding has shown significant increase i.e. from 18% to 43%, during the same
period.

The data suggests a shift in focus towards larger-scale projects funded by
federal and donor contributions, while local district-level projects have seen
lesser funding. The major reason behind this increase was the government’s

focus on building infrastructures in the aftermath of the devastating impact of
floods.



1.4  Total Development Expenditure (Component-wise) of Sindh

The component-wise total development expenditure of Sindh for the last

three years is depicted in the following graph:

(Rs. in million)
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The graph shows that the proportion of capital component have increased
i.e., from 92% to 96%, while the share of revenue component has decreased i.e.,

from 8% to 4%, during the same period.

1.5  Total Capital Development Expenditure (Grant-wise) of Sindh

The grant-wise priority of the government with respect to the capital
development expenditure for the last three years is depicted below:
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The above graphical representation depicts the prioritized grants allowed
in terms of capital component of development expenditure. It shows that the
proportion of highest eight grants has increased i.e. from 90% to 93%, while the
share of remaining grants has decreased i.e. from 10% to 7%, during the same
period.

1.6 Development Expenditure under Audit purview of DG, Audit Works
Provincial Sindh, Karachi.

The following graph represents the proportion of total development
expenditure (Capital Component) under the audit jurisdiction of this office. It
shows decrease in coverage from financial years 2021-22 to 2022-23 i.e. from
64% to 54%. Whereas the slight increase of 1% has been observed in FY 2023-
24.
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1.7 Development Expenditure under/outside audit purview (Grant-wise)

The grant wise analysis of development expenditure (capital component)
under/ outside the audit purview of this office is reflected in the following
graphs:
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The above graph shows that 12 grants are completely under the audit
purview and 14 grants are completely outside audit purview out of total 42
development grants. However, with respect to remaining 16 grants the
proportionate development expenditure is depicted in the following graph.



Grant with different proportions under/outside audit purview of DGAWPS-2023-24

Foreign Projects Assistance
(Loans)
Planning & Development

=
)
=
=4
5
O}
=
=
&
o
]
S
b
S
3
i

Social Welfare
Population Welefare
Districts Adp
Environment

Health Services
Livestock & Fisheries
Transport

Local Governmnet
Universities & Boards

[a)
O
4
<
O]
(2]

Education
Colleges

m Under Perview of DGAWPS m Qutside Purview of DGAWPS

1.8 Releases and Expenditure Pattern

1.8.1 Releases pattern

The graph below reflects releases and its utilization pattern in
departments. On an average each department received almost 95.84% release of
its final budget. Education Works leads in this aspect with 98%, while
PHE&RDD trails at 93%.
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However, with respect to the expenditure incurred, on an average each
department utilized 94.48% of its released budget. Irrigation leads in this aspect
with 98%, while PHE&RDD trails at 92%.



1.8.2 Expenditure pattern

The following graph shows the actual expenditure incurred by the
relevant departments during last three financial years. It is evident from this
graph that Works & Services and Irrigation are on priority in terms of funding,
indicating a focus on infrastructure and water management. However, education
works and Public Health Engineering & Rural Development received
comparatively less funding.
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Chapter-2. DEVELOPMENT AUTHORITIES
21 Introduction

This office conducts audit of 07 Development Authorities under
administrative control of various Principal Accounting Officers as mentioned
below:

Sr# Name of Authority PAOs

1. | Karachi Development Authority

2. Hyd.e rabad Development A.u thority Secretary Local Government, and

3. | Malir Development Authority Housing Town Planning Department

4. | Lyari Development Authority '

5. | Sehwan Development Authority
Secretary Services, General

6. | Zulfikarabad Development Authority Administration & Coordination
Department

7. | Gorakh Hills Development Authority Secretary Culture, Tourism & Antiquities
Department

The first six authorities are responsible for planning & coordination of
public housing schemes, low-cost housing schemes, beautification of areas and
management of land record within their respective geographical jurisdiction.

The Gorakh Hills Development Authority was established under the
Gorakh Hills Development Authority Act, 2008. It covers the areas of the
Gorakh Hills, Kurchat Hills, Darharyo Hills and Kirthar Ranges. The main
purpose of the authority is to formulate, implement and execute development
schemes of Gorakh Hills Resorts including commercial, residential, industrial
and any other scheme which needs uplift of the socio-economic conditions of the
local population.

Audit of four development authorities i.e. Karachi Development
Authority (KDA), Hyderabad Development Authority (HDA), Malir
Development Authority (MDA) and Lyari Development Authority (LDA) was
conducted and the relevant findings are elaborated in their respective sections.



2.2  Section-1: Karachi Development Authority

2.2.1 Introduction

Karachi Development Authority (KDA) was established in 1957 by
merging Karachi Improvement Trust and Karachi Joint Water Board under the
Presidential Order No. 5 of 1957.

Initially, KDA was responsible for Water Supply System of Karachi and
Building Control Management, but after establishment of Karachi Water &
Sewerage Board and Sindh Building Control Authority, KDA now performs the
following functions:

i. Planning, Coordination and rendering Planning advice.
ii. Land Development.

Housing (Public Housing Scheme, Low-Cost Housing Scheme).

iv. Development of Roads & Bridges.
v. Manufacturing of pipes.
vi. Designing of Infrastructure.
vii.  Anti-Encroachment and Resettlement.
viii. Research and Publication.
ix. Horticulture - Parks & Recreation.
X. Computerization of land record and Accounting system.
xi.  Archiving of land record.

xii.  Land acquisition.
xiii.  Charged parking.

KDA is the mother of all development authorities of Pakistan and has
achieved tremendous objectives since 1957. It has developed about 7 lacs plots
in 45 schemes, out of which 4 schemes (Shah Latif Town, Hawkes Bay, Taiser
Town & Halkani Town) were transferred to Malir and Lyari Development
Authorities in 1993.

KDA was merged with City District Government, Karachi in 2002. Now
the Government of Sindh has restored KDA to its original position vide
Provincial Assembly of Sindh Notification No: PAS/Legis-B-06/2016, dated:
11.05.2016, Karachi Development Authority (Revival & Amending) Act, 2016
- Sindh Act No. XVI of 2016. All policy matters and important cases are dealt
by the Governing Body of the Authority.



At the time of its establishment, the integral function of the KDA was to
develop Karachi city. The population of the city at that time was about 1.6
million, which has now increased to 22 million. Resultantly, there is a great need
to develop more schemes in the city, but KDA is unable to play a proactive role
due to various political and administrative reasons.

2.2.2 Governing Laws & Policies

i. Karachi Development Authority Order, 1957.
ii. KDA (Employee’s Service) Regulations, 1973
iii. Sindh Financial Rules.
iv. CPW Code-A &D.

v. Sindh Public Procurement Act, 2009.

2.2.3 Comments on Budget and Expenditure (Variance Analysis)

(Rs. in Million)
. Actual Excess (+)
Particulars Budgeted Exp/Revenue Savings (-)
Establishment 5,949.495 5,949.495 -
Contingencies 192.081 192.081 -
Development Expenditure 486.014 486.014 i
(Own sources)
Development Expenditure
(ADP Schemes) 7,989.609 7,867.197 -122.412
Total 14,617.199 14,494,787 -122.412
Revenue 12,595.754 2,689.435 -9,906.319

2.2.4 Classified Summary of Audit Observations

Observations amounting to Rs. 13,880.593 million were raised in this
report. This amount also includes recoveries of Rs. 3,106.164 million. The major
issues observed by audit includes in-effective governance, non-achievement of
their revenue targets, non-vacation of encroached land, parks/play grounds,
irregularities in civil works contracts, in-efficient financial management etc.
Classification of the audit observations is as under:
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Rs. in Million)

Sr.#  |Classification Amount

1 |Non production of record -
2 |Reported cases of fraud, embezzlement and misappropriation 34.722
3 HR/Employees related irregularities 20.931
4 |Procurement related irregularities 722.396
5 |Management of Accounts with Commercial Banks 21.383
6 [Value for money and service delivery issues 6.680
7 RRecovery 3,106.164
8 [Non achievement of revenue targets 9,906.319
9 |Others 61.998

Totall  13,880.593

2.2.5 Brief comments on the status of compliance with PAC directives

Karachi

Development Authority falls under

the

administrative

jurisdiction of the Local Government and Housing Town Planning Department.
PAC meeting of Local Government Department on the accounts of KDA was
convened on audit reports for the years 2019-20 & 2020-21. Further, the status
of printed paras is as follows:

Year No of Paras | Total Paras discussed
2016-17 9 Nil

2017-18 13 Nil

2019-20 22 6

2020-21 7 2

2021-22 15 Nil

2022-23 13 Nil

2023-24 26 Nil
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2.2.6 Audit Paras

2.2.6.1 Non-production of record of Land & other Directorates

As per Section 14 (2) and (3) of the Auditor-General’s (Functions,
Powers and Terms and Conditions of Service) Ordinance, 2001:

(2) The officer in-charge of any office or department shall afford all
facilities and provide record for audit inspection and comply with
requests for information in as complete a form as possible and with
reasonable expedition.

(3) Any person or authority hindering the auditorial functions of the
Auditor-General regarding inspection of accounts shall be subject
to disciplinary action under relevant Efficiency and Discipline
Rules, applicable to such person.

During the audit of Karachi Development Authority for the financial year
2023-2024, auditable record relating to development and non-development
expenditures was not produced despite repeated requisitions. Details are at
Annex-01 of Section-1 of Chapter-2.

Audit is of the view that non-production of record is a violation of AGP
ordinance which reflected negligence on the part of management. Due to non-
production of record, the authenticity of expenditure could not be ascertained.

The matter was reported to the management in September, 2024. The
management replied that auditable record is available for ready reference.

DAC in its meeting dated 02.01.2025 directed that PAO to take
disciplinary action against the Director Land and other concerned individuals
who failed to provide the required record to audit. It further recommended that
the same record should be made available at the time of the next audit.

Audit recommends implementation of DAC directives besides ensuring
provision of record without any hindrance in future.

Note: The issue was reported earlier also in the audit reports for Audit Years
2021-2022 & 2022-2023 vide para numbers 2.3.6.1 & 2.4.6.1. Recurrence of
same irregularity is a matter of serious concern.

(PDP#13)
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2.2.6.2 Non-conducting of Financial Attest Audit of Accounts from
Chartered Accountant firms

As per Rule-25 (1&2) of Karachi Development Authority President’s
Order No. of 5 of 1957, “The authority shall with the previous approval of
Provincial Government appoint Auditors who shall be chartered accountants
within the meaning of the Chartered Accountants Ordinance, 1961 (X of 1961).
A Statement of accounts in the prescribed form audited by the Auditors referred
to in the preceding clause shall be furnished to the Provincial Government as
soon as possible after the end of every financial year.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that management failed to carry out mandatory
financial attest audit of accounts of the authority from the chartered accountants
since 2016 in violation of above Act.

Audit is of the view that failure in conducting certification audit of annual
accounts reflected lack of transparency, neutrality and authenticity in financial
statements. Thus, true and fair view of its financial position cannot be
ascertained.

The matter was reported to the management in September, 2024. The
management replied that KDA has started hiring of a chartered accountant firms.
The approval from competent Authority has already been obtained.

DAC in its meeting dated 02.01.2025 directed the DG, KDA to take
concrete efforts for appointment of reputable CA firms and place the issue before
the Governing Body for certification of accounts from the CA Firm and furnish
progress report to Audit and Administrative Department.

The management did not produce documentary evidence in support of its
contention till the finalization of this report.

Audit recommends appointment of CA firms on priority basis.
(PDP#06)

2.2.6.3 Non-development and encroachment on Amenity Plots

According to Section-3 (1) of the Sindh Public Property (Removal of
Encroachment) Act, 2010, “Government or any authority or officer authorized
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by the government in this behalf may require the person directly or indirectly
responsible for encroachment to remove such encroachment together with the
structure, if any, raised by him on the public property, within the period not less
than two days as may be specified in the order.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that 193 amenity plots situated in different areas of
Karachi were not developed for their intended purpose i.e. Parks & Playgrounds
as provided in the Master Plan. Out of these 193 plots, 139 plots valuing billions
of rupees have been encroached by illegal occupants. Two apartments, one
office, one shop & one community center of KDA is also under illegal
occupation.

Audit is of the view that due to negligence and ineffective management,
parks & play grounds could not be developed hence, same were encroached and
public interests were not safeguarded by the authority.

The matter was reported to the management in September, 2024. The
management replied that various letters sent to the Director Estate &
Enforcement Cell for removal of encroachment.

DAC in its meeting dated 02.01.2025 directed that development plan
may be chalked out to make these parks functional and vacate encroachments on
these public parks / play grounds / properties and progress report may be
submitted to Administrative Department and Audit on monthly basis.

Besides implementation of DAC directives, audit recommends
formulation of strategy for involving the local citizens of the area for
safeguarding the public assets.

(PDP#46,47&48)

2.2.6.4 Unauthorized execution of tenancy agreement of premium
Amenity Plot

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
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and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that the management executed tenancy agreement of
open plot measuring 800 square yards for 05 years i.e. January 2024 to December
2028 for commercial use (Car parking space for visiting customers to M/s Bin
Hashim Supermarket) at the rate of Rs. 77,000 per month with the increase of
10% per annum. The plot was rented at very nominal price for commercial use
without open auction. The plot is located at a premium location which could
offer higher value.

Audit is of the view that undue favor was extended to the tenant and
chances of subsequent encroachment of the amenity plot cannot be ruled out.

The matter was reported to the management in September, 2024. The
management replied that letter of license agreement for reserved parking space
in front of Bin Hashim Pharmacy & Supermarket on amenity plot was as per
approved lay out plan.

DAC in its meeting dated 02.01.2025 showed serious concern on this
transaction and directed the PAO to conduct enquiry & fix responsibility in this
matter and look the legal issue of vacation of the plot and submit report to Audit
and Administrative Department.

Audit recommends implementation of DAC directives besides
strengthening the internal controls to prevent such illegal actions in future.
(PDP#15)

2.2.6.5 Excess award of works above the quoted bid- Rs. 65.552 million

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”
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During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that management awarded works involving
Rs.255.844 million, however, as per arithmetic calculations of items from BOQ,
the cost of the bids was Rs. 190.292 million. Thus, an excess award of works of
Rs. 65.552 million was made. Details are as under:

(Rs. in Million)
WO dt Name of Scheme/Work Contractor Awarded | Bid cost as Difference
cost per BOQ
133/23 | Construction / Rehabilitation of
12-5-23 | Roads, Drain Work, and Paver
Blocks at UC 41 Shahzad
Baba/Bhitt/Shamspir/ Yousuf zai | 128110 70.343 57.767
Younusabad/Salehabad Island's
District Kemari Karachi
130/23 | Rehabilitation and Reconstruction
12.5.23 | of Roads & Laying of CC Riasat
flooring/ Paver Block at different Brothers 127.734 119.949 7.785
areas of PS- 97
Total 255.844 190.292 65.552

Audit is of the view that due to improper evaluation of financial bids by
procurement committee, excess award of works was made which reflected
financial mis-management.

The matter was reported to the management in September, 2024. The
management replied that the excess amount paid to these companies will be
recovered from next bills.

DAC in its meeting dated 02.01.2025 directed that PAO to conduct
enquiry in this matter and submit the report to audit.

Audit recommends recovery of excess amount and fixing of
responsibility on the person(s) at fault besides strengthening the financial
management to avoid such lapses in future.

(PDP#24)

2.2.6.6 Defective execution of development scheme — Rs. 37.223 million
According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally

responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
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and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that expenditure of Rs. 159.995 million was incurred
on works but following shortcomings were noticed:

I. Excess payment of Rs. 1.151 million was made on carriage of material.

ii. Either defective execution of work was done or excess payment
amounting to Rs. 16.081 million was made on account of sub-base
course, base-course and prime coat.

iii. Two different rates were offered of item “Providing & laying granular
sub-base course material” in same scheme that shows either sub-standard
work was executed or excess payment of Rs. 3.223 million was made.

iV. An extra item “Providing & laying plant mixed asphalt concrete binder
course compacted thickness 3 inches” amounting to Rs. 16.769 million
was executed without revision of estimate and justification regarding 5
inches thickness of asphalted road at islands without showing heavy
traffic load.

Further, details are at Annex-02 of Section-I of Chapter-2.

Audit is of view that due to defective execution of road and sewerage
scheme, public welfare was compromised which is tantamount to wastage of
public money.

The matter was reported to the management in September, 2024. The
management replied that in compliance to the recommendation of audit, an
enquiry committee has been constituted

DAC in its meeting dated 02.01.2025 directed the PAO to conduct
enquiry in this matter and submit the report to audit.

Audit recommends implementation of DAC directives besides placing a
sound mechanism of physical monitoring during the execution of the works prior
to making payments to the contractors.

(PDP#27)
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2.2.6.7 Suspicious appointments in the Authority

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that 47 employees' appointments were found
suspicious on following grounds:

(i)

(i)

(iii)

(iv)

(v)

Their basic salary does not correspond with their date of
appointments. All the employees were shown as Sub-Engineers
and their appointments were made from 1994 to 2014, but their
basic salary still ranges in Rs. 30,330 to Rs. 41,630. It appears
that fake appointments were made.

Every employee appointed was given M.R No. (Medical
Registration Number) which should be in sequence, however
discrepancies were also observed in sequence of M.R Nos. as
employees appointed earlier were awarded M.R No. of later
appointees.

Only six personal files were provided out of 47 employees which
were neither complete nor their degree certificates, M.R
allotment letter, domicile etc. was available in the original files.
Abnormal variation in working strength was also found based on
data from the Personal Information System (PIS) in the IT
Department along-with number of employees retired during the
year. It indicated non-reconciliation of salaries viz a viz number
of employees over the years.

Fake appointments in the authority is a serious issue since (53)
employees other than these 47 employees were also highlighted
by the KDA itself as well vide letter No.PA/Secy
/IKDAJ/2024/315/2 dated: 22-08-2024.

Further details are at Annex-03 of Section-I of Chapter-2.
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Audit is of the view that appointments of (47) employees appeared back-
dated and suspicious since their record does not correspond with other internal
documents.

The matter was reported to the management in September, 2024. The
management replied that these 47 employees were promoted to the post of Sub-
Engineers (BS-16) on 04-08-2022. Further, employees were appointed on
different grades in accordance with that time, their salaries are ranges relatively
low in respect of their first recruitment and their salaries were adjusted at that
time.

DAC in its meeting dated 02.01.2025 directed that the PAO to take up
the matter with Chief Minister Inspection Team for enquiry into the matter and
submit the progress report to Audit.

Audit recommends adoption of technology-based maintenance of HR
data to ensure merit-based transparent appointments in future besides
implementation of DAC directives.

(PDP#39)

2.2.6.8 Doubtful payment of arrears of pay & allowance — Rs. 34.722
million

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence”.

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that payment of Rs. 34.722 million was made to the
officers/officials on account of arrears /adjustments /difference of pay &
allowances. Following irregularities were noted,;

I.  Even 14 years old arrear bills were claimed/paid which created doubt
about possibility of payments to back-dated suspicious appointments
made in the past.

ii. Relevant record i.e. office orders, promotion/upgradation orders,
personal files, LPCs, service history, previous financial years payrolls,
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due drawn statements and other necessary record was not available to
authenticate the claims. Besides, register of difference bills was also not
maintained.

iii.  Anamount of Rs. 7.905 million was paid to employees who were neither
on payroll nor on pension roll.

Iv.  Arrear pay bills were also paid to employees on lump sum basis without
ascertaining the exact amount of arrears.

Further details are at Annex-04 of Section-1 of Chapter-2.

Audit is of the view that the payments of arrears were non-transparent
and suspicious.

The matter was reported to the management in September, 2024. The
matter was also reported to the PAO / Chief Secretary as critical issue.

DAC in its meeting dated 02.01.2025 was not satisfied with the
justification given by the management and directed the PAO to constitute the
committee under the supervision of Special Secretary who shall probe the matter
and submit the report to Audit.

Audit recommends placing of effective financial controls to avoid such
lapses in future besides implementation of DAC directives.
(PDP#04)

2.2.6.9 Unauthorized payment of salaries to retired employees — Rs. 20.931
million

According to SI. No. 5 Retirement & Re-employment of Civil
Establishment Code, “Notifying retirement of an officer on attaining the age of
superannuation.- It has come to notice of the Establishment Division that in some
cases no notification was issued regarding retirement of the officer who retired
from service on attaining the age of superannuation, i.e., the age of 60 years. The
absence of a notification regarding their retirement led to delay in payment of
their pension and other dues.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that an amount of Rs. 20.931 million was paid to 24
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retired employees as salaries despite their retirements. Details are at Annex-05
of Section-1 of Chapter-2.

Audit is of the view that due to payments made to retired employees,
authority sustained loss which reflected weak financial oversight.

The matter was reported to the management in September, 2024. The
matter was also reported to the PAO / Chief Secretary as critical issue. The
management replied that the Secretariat Department of KDA issued a retirement
letter well before time of retirement of each employee and sent copies to all
concerned. If anything, outstanding against each individual, same will be
recovered accordingly.

DAC in its meeting dated 02.01.2025 directed the management to
recover the amount from concerned and get the same verified from audit.

The management did not produce documentary evidence showing
recovery of excess amount till the finalization of this report.

Audit recommends implementation of DAC directives and to strengthen
the financial controls in order to avoid recurrence of such lapses in the future.

(PDP#30)
2.2.6.10 Unjustified appointment / promotions of officers / officials

According to Rule-16 of Chapter-III, “Qualifications, experience and age
limit on initial recruitment” Karachi Development Authority Employees Service
Regulation 1973, “No person shall be appointed to a post unless he/she produces
a Nationality Certificate showing that he/she is National of Pakistan, a domicile
certificate showing his/her domicile on the province of Sindh.”

According to Rule-88 of Sindh Financial Rules, volume-I, “Every public
officer is expected to exercise the same vigilance in respect of expenditure
incurred from public money as person of ordinary prudence would exercise in
respect of expenditure of his own money”.
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During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that hiring/promotions were made without observing
rules & regulations. Following observations were noted:

i Employees were appointed from other provinces.

ii. Appointment of Chief Security Officer on contract basis despite
sanctioned post of Additional Director (BPS-18) in the Security Cell.

iii. 03 Sub-Engineers were promoted as Assistant Executive Engineer
without being in seniority list.

Audit is of the view that appointments/promotions of staff without
observance of codal formalities is contradiction of rules which reflected poor
human resource management in the organization.

The matter was reported to the management in September, 2024. The
management at (Sr. i & ii) did not submit replies. The management at (Sr. iii)
replied that due to unknown reasons, the files of these three persons were not
presented in the record room at the time of maintaining Seniority list, therefore
they were neglected in seniority. Further, they had submitted an application in
the office of Deputy Secretary to add their names in accordance, due to which
they were added in the list for consideration in DPC to remove their grievances.

DAC in its meeting dated 02.01.2025 directed to submit replies and get
the stance verified. However, no documentary evidence in support of its
contention was produced till the finalization of this report.

Audit recommends adoption of technology-based maintenance of HR
data to ensure merit-cum-seniority based promotion in future.
(PDP#40,42 & 44)

2.2.6.11 Unjustified advance payments to employees for various works/
services — Rs. 36.599 million

As per Para-668 of Treasury Rules, “Advances granted under special
orders of competent authority to government officers for departmental or allied
purposes may be drawn on the responsibility and receipt of the officers for whom
they are sanctioned subject to adjustment by submission of detailed accounts
supported by vouchers or by refund, as may be necessary.”
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Further, as per Rule-303 of Treasury, “Contingent bill for payment to
Suppliers etc. which cannot be met from the permanent imprest may be endorsed
for payment to the party concerned and the DDOs are suggested that in case of
payments to the Suppliers may be issued through crossed cheques in the name
of firms concerned. This will avoid un-necessary delays and risk involved in the
drawl and disbursement of cash.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that an amount of Rs. 36.599 million was paid to the
employees for carrying out various works/ services instead of vendors. However,
an amount of Rs. 11.425 million was still outstanding. Details are at Annex-06
of Section-1 of Chapter-2.

Audit is of the view that non-compliance of government rules reflected
weak financial controls in the organization.

The matter was reported to the management in September, 2024. The
management replied that majority of advances were granted to meet medical
expenses of employees of KDA. A warning letter has already been issued for
adjustment of advances, otherwise salaries of employees will be stopped.
Further, the management informed that some expenditures are of emergency
nature, award of assignment to vendors need advertisement, which is a time
taking task, therefore small expenses were allowed to be incurred after obtaining
approval of Competent Authority i.e. Director General KDA.

DAC in its meeting dated 02.01.2025 directed to stop practice of
incurring expenditure through employees instead of vendors immediately and
recover/adjust the outstanding amount.

Audit recommends implementation of DAC directives besides placing
technology-based financial controls to stop such practices in future.

Note: The issue was reported earlier also in the audit reports for Audit Years
2021-2022 & 2023-2024 vide para numbers 2.3.6.11, & 2.3.6.20 having
financial impact of Rs. 41.442 million. Recurrence of same irregularity is a
matter of serious concern.

(PDP#01&05)
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2.2.6.12 Short receipt of targeted revenue — Rs. 9,906.319 million

As per Rule-28 of General Financial Rules, Volume-I, “No amount due
to Government should be left outstanding without sufficient reason and where
any dues appear to be irrecoverable, the order of the competent authority for their
adjustments must be sought.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that management estimated to achieve revenue target
of Rs. 12,595.754 million from various schemes, but recovered only
Rs. 2,689.435 million resulting in short recovery of the revenue target of
Rs. 9,906.319 million.

Audit is of the view that due to non-realization of targeted revenue, the
authority had to rely upon grant-in aid provided by the Government of Sindh to
run its affairs which reflected weak revenue management in the organization.

The matter was reported to the management in September, 2024. The
management replied that the target of revenue budgeted for the year under audit
could not be achieved because as the primary source of revenue of KDA is
auction of plots and launching of new housing/ land schemes, but unfortunately
during the financial year 2023-24, neither auction for sale of plots/ properties/
commercials areas was held nor any new schemes were launched.

DAC in its meeting dated 02.01.2025 directed that PAO to issue
explanation to all concerned who were not taking effective efforts to realize its
revenue and a fact-finding enquiry be conducted so that causes of non-realization
of potential revenue can be ascertained.

Audit recommends implementation of DAC directives besides
formulation of effective revenue and investment policies.

Note: The issue was reported earlier also in the audit report for Audit Year
2022-2023 vide para numbers 2.4.6.7 having financial impact of Rs. 90.00
million. Recurrence of same irregularity is a matter of serious concern.

(PDP#07)
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2.2.6.13 Non-recovery of outstanding dues — Rs. 2,710.143 million

As per Rule-41 (a) of Sindh Financial Rules, “The department controlling
officers should see that all sums due to Government are regularly received and
checked against demand and that they are paid into the Treasury.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that outstanding dues of Rs. 2,710.143 million were
not recovered from various Government and private institutions on account of
rental payment pending since 2016. Details are given as under:

(Rs. in Million)
Sr KDA Covered
No. building Allotted to Area (Sq.ft) Rate Period Months | Amount
" | Civic Center 9.
Basement + July-16 to
01 4 floor SBCA 68232.5 275 June-24 96 1,801.338
02 | Basement+ SBCA 20336 275 —do-- —do- | 536.870
ground floor
03 41 floor DG LDA 7100 275 --do-- --do-- 187.440
04 5% floor DG LDA 38735 o75 | Oct22to | 5y 22369
June-24
Director July-16 to
th
05 6" floor Health 5900 275 June-24 96 155.760
Upto
06 Ground floor NBP 2400 -- June-2024 -- 1.742
07 --do-- GPO 400 -- --do-- -- 0.114
Insurance
Co-
08 --do-- . 317 -- --do-- - 0.319
operative
Society
9 —-do-- Dow 2208.11 - —do-- - 4.191
university
Total | 2,710.143

Audit is of the view that due to non-recovery of outstanding dues, the
authority sustained loss of its potential revenue, which reflected existence of
weak revenue management.

The matter was reported to the management in September, 2024. The
management replied that as per directives of the Govt. of Sindh, negotiation with
various Govt. institutions are in progress. In some cases, notices have also been
issued.

DAC in its meeting dated 02.01.2025 directed the management to
expedite recovery along-with reconciliation of recoverable amount with
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concerned departments and furnish report to Audit and Administrative
Department.

Audit recommends prompt recovery of dues under intimation to audit.

Note: The issue was reported earlier also in the audit reports for Audit Years
2021-2022, 2022-2023 & 2023-2024 vide para numbers 2.3.6.4, 2.4.6.13 &
2.3.6.13 having financial impact of Rs. 2,487.431 million. Recurrence of same
irregularity is a matter of serious concern.

(PDP#10)
2.2.6.14 Non-forfeiture of occupancy value — Rs. 87.288 million

As per Term & Condition of sale of plots by auction, “If the successful
bidder after depositing 25% of the bid money withdraws his bid or fails to
complete other formalities required by the KDA within the stipulated time for
issuance of formal allotment order, 10% of the total bid money shall be forfeited
and plot will be resumed immediately for re-auction. The balance of the amount
deposited by the successful bidder will be refunded through crossed cheques on
making formal application accompanied with the original receipt for the
deposit.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that various plots/shops worth Rs. 355.047 million
were allotted through auction, out of which Rs. 87.288 million was received as
25% occupancy value and balance amount of Rs. 267.760 million was still not
recovered despite the lapse of considerable time. Summary is given below:

(Rs. in Million)

Sr. . AIR Bid knocked | Recovered | Balance
Name of office

No. Para amount amount amount

01 Recoveries, KDA 47 332.827 81.732 | 251.095

02 Public Housing Scheme, KDA 71 22.220 5.556 16.665

Total 355.047 87.288 267.76

Audit is of the view that the management did not take any effective steps
to either recover the due amount or forfeit deposited amount and cancel the
auctioned plots as per policy.

The matter was reported to the management in September, 2024. The
management replied that due to encroachments by different political, social and
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natural disasters affectees, parties failed to get possession, resultantly they
became defaulters. And in some cases, the department issued several demand
notices published in newspapers and now case has been processed for
cancellation of their plots.

DAC in its meeting dated 02.01.2025 directed either to recover the
amount or process of cancellation of plots may be initiated as per rules and
progress may be submitted to Administrative Department and Audit.

Audit recommends compliance with DAC directives besides strict
adherence to policies of the authority for revenue collection.
(PDP#37)

2.2.6.15 Non-recovery of occupancy value along-with surcharge—
Rs. 237.833 million

As per Terms & Conditions of sale of plots through auction, (i) The
highest bidder shall deposit 25% of total cost of land at the fall of hammer
through pay order/demand draft from his own accounts within 03 days. In case
of said 25% of Occupancy Value not paid at the fall of hammer the bid shall be
cancelled and the amount of security shall be forfeited, the auction proceeding
shall be continued but the bidder shall be debarred from taking part in the said
auction proceeding. (ii) The successful bidder whose offer is approved by the
Auction Committee constituted by Director General, KDA shall pay the second
installment of 25% of total cost/Occupancy Value within 15 days from the date
of issuance of bid acceptance letter. (iii) The remaining 50% of the occupancy
value from his own account whether demanded or not, shall be paid within 120
days from the date of issuance of bid acceptance letter.

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that the management failed to recover occupancy
value along-with surcharge of Rs. 237.833 million from allottees of various
schemes which indicates inefficiencies in revenue management. Summary is
given below:

(Rs. in Million)

S Name of office Particulars AIR Total

No. Para

. Occupancy Value 135.493
01 Recoveries Department, KDA Surcharge 45 55 146
. . Occupancy Value 35.742
02 Public Housing Scheme, KDA Surcharge 70 14.457
Total 237.833
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Audit is of the view that the failure to recover the due amount reflected
inefficient revenue management.

The matter was reported to the management in September, 2024. The
management replied that the primary function of office of the Directorate of
Recoveries is to prepare challans for receipt of payments according to approved
value of files processed related to land & recovery on account of sale, auction,
transfer, and mutation etc. of Authority’s land / plots. Authority has taken hectic
efforts to recover occupancy value. Several reminders were issued and surcharge
was imposed according to applicable rules for default time period at the time of
recovery by defaulter(s).

DAC in its meeting dated 02.01.2025 directed the authority to provide
the recovery of outstanding dues on a monthly basis to the Administrative
Secretary and Audit for monitoring the progress.

Audit recommends compliance with DAC directives and effective
implementation of policies of the authority for revenue collection to avoid
seeking funds from government.

Note: The issue was reported earlier also in the audit reports for Audit Years
2021-2022 & 2022-2023 vide para numbers 2.3.6.4 & 2.4.6.8 having financial
impact of Rs. 489.739 million. Recurrence of same irregularity is a matter of
serious concern.

(PDP#36)
2.2.6.16 Non-recovery of various taxes — Rs. 70.900 million

As per Section-3(1) of Sindh Sales Tax on Services Act, 2011, “Service
provided by person engaged in contractual execution of work or furnishing
supplies is taxable @ 13%. Further, according to Rule-2(2) of S.R.O.
660(1)/2007 dated 30th June, 2007 issued by FBR, a withholding agent shall
deduct an amount equal to one fifth of the total sales tax shown in the sales tax
invoice issued by the registered suppliers and make payment of the balance
amount to him.”

According to Section-153 & 233 of Income Tax Ordinance 2001, “Any
person responsible for making any payment in full or in part on account of supply
of goods or services sanctioned to the auction of contact with government or
local authorities, etc., shall deduct advance tax at the time of making payments
at the rate of 4.5% for filers & 6.5% for non-filers on supply/purchases and at
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the rate of 10% for filers & 15% for non-filers on services rendered of gross
amount”.

As per Section 236-A of Income Tax Ordinance, 2001, “The rate of
collection of tax under section shall be 10% of the gross sale price of any
property or goods sold by auction.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that various taxes i.e., income tax, general sales tax
and sales tax on services of Rs. 70.900 million were not recovered from the
payments made to the contractors. Summarized position is as below:

(Rs. in Million)
ST Name of office Particulars AIR Amount
No. Para
01 Finance & Accounts, KDA Income Tax, GST, SST 02 10.733
02 Information Technology, KDA 37 7.590
03 Recoveries department, KDA Income Tax 46 51.062
04 Public Housing Scheme, KDA 69 1.515
Total 70.900

Audit is of the view that non-recovery of taxes resulted in short
realization of government revenue which reflected existence of weak tax
compliance.

The matter was reported to the management in September, 2024. The
management replied that the bidders had paid FBR tax. The Director (Finance &
Accounts), KDA, Karachi being custodian of funds is liable to pay collected
Income Tax amount to FBR. Sindh Sales Tax was also deducted on services as
prescribed rate and deposited to the concerned Authority. i.e. Sindh Revenue
Board.

DAC in its meeting dated 02.01.2025 was not satisfied with reply since
no challan showing payment of pointed out amount was produced before the
committee, therefore DAC directed to expedite recovery and produce record for
verification.

Audit recommends recovery of due taxes at the earliest.

Note: The issue was reported earlier also in the Audit Reports for Audit Years
2021-2022 & 2023-2024 vide para numbers 2.3.6.2, 2.3.6.5 & 2.3.6.11 having
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financial impact of Rs. 257.149 million. Recurrence of same irregularity is a
matter of serious concern.

(PDP#02)
2.2.6.17 Unjustified procurement of vehicles- Rs. 100.076 million

In pursuance of High Court Sindh’s order in C.P No. D-3987 of 2013,
dated 16-03-2023 and 30-03-2023, KDA has forwarded the procurement plan to
procure following vehicles from their own budget to strengthen anti-
encroachment drive. And as per summary approved by Honorable Chief Minister
Sindh on 24-05-2023 for the procurement of vehicles and machinery was as
under:

Sr.# Particulars

01 Toyota Hilux Pickup (Single Cabin Non-AC)
02 Toyota Hilux Pickup (Double Cabin Non-AC)
03 Mazda Truck

04 1300 cc Cars for Additional Directors

05 1000 cc Cars for Executive Engineers

06 | Ambulance

I—‘UJ@NN-&',C—..)
<<

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that expenditure of Rs. 100.076 million was incurred
on procurement of vehicles for strengthening of the Anti-Encroachment

Department of Authority. Details are as under:
(Rs. in Million)

V.No Date Chqg. No. Paid to Particulars Qty | Amount

67 6-12-23 | 39272073 | Ms Lucky Motors | Purchase of Picanto 1000 cc 5 19.050

68 6-12-23 | 39272063 | M/s Indus Motors | Purchase of Yaris 1300 cc 3 14.735
69 | 6-12-23 | 39272065 | M/S Gandhra Purchase of Mini Truck 1 | 6.200
Industry
Purchase of Yaris 1300 cc 3
9 1-11-23 | 39272052 | MJs Indus Motors |-Furchase of Revo L | 46934
Purchase of Hilux Single 5

Cabin

10 1-11-23 | 39272051 | M/s Indus Motors | Purchase of Cultus 1000 cc 3 13.158

Total | 100.076

Audit is of the view that the management neglected the orders of Sindh
High Court and Chief Minister Sindh and procured more vehicles for officers
than vehicles needed for anti-encroachment drive which reflected
mismanagement in the organization.
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The matter was reported to the management in September, 2024. The
management replied that the official vehicles were procured in pursuance of
High Court Sindh's order in C.P No. D-3987 of 2013, dated 16-03-2023 and 30-
03-2023 and with the approval of the Honorable Chief Minister Sindh.

DAC in its meeting dated 02.01.2025 directed that the PAO to conduct
enquiry in this matter and submit the report to Audit.

Audit recommends fixing of responsibility on the persons at fault,
besides implementation of DAC directives.
(PDP#57)

2.2.6.18 Loss of revenue due to refund of rental amount — Rs. 6.680 million

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that 2672 sq. yards of land was allotted to private
person for commercial use for establishment of Marriage Hall against the
payment of Rs. 6.680 million for five years vide office order No. KDA/Dir
(CPBBRC&BB)/2017/427/L dated 29-08-2017 against plot no. ST-5 Block-15
KDA Scheme-36 Gulistan-e-Johar Karachi measuring 2672 sg. yards. However,
the amount taken in lieu of rentals of the plot was refunded after expiry of five
years without any justification and legal provision.

Audit is of the view that refund of rental amount after 05 years without
any legal provision reflected weak financial controls in the organization.

The matter was reported to the management in September, 2024. The
management replied that this office is not in position to give any record in respect
of said plot. After lapses of 05 years on the request of applicant, the Competent
Authority allowed refund of the deposited amount.
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DAC in its meeting dated 02.01.2025 directed that PAO to conduct
enquiry & fix responsibility in this matter and recover the amount from
concerned officers who authorized such payments.

Audit recommends implementation of DAC directives and to strengthen
the internal controls to avoid such lapses in future.
(PDP#14)

2.2.6.19 Loss of revenue income by operating current bank accounts —
Rs. 21.383 million

As per Notification No.FD/RO/FS/30/2006 dated 28/9/2006 issued by
Finance Department, Government of Sindh, Karachi, “All bank accounts of the
government department/entities, being operated in private/ commercial banks,
should immediately be closed and the public funds maintained in such accounts
transferred to respective PLS saving forthwith. The details of all such accounts /
account number, name and address of the bank and the date of opening of
account) and amount returned to PLS saving should be sent to the Finance
Department.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that the opening of (19) current bank accounts
instead of Profit and Loss Sharing (PLS) accounts resulted into loss of annual
interest income of Rs. 21.383 million (approx.). Details are at Annex-07 of
Section-1 of Chapter-2.

Audit is of the view that the decision to open (19) current bank accounts
instead of Profit and Loss Sharing (PLS) accounts had a significant impact on
the Authority’s revenue generation.

The matter was reported to the management in September, 2024. The
management replied that the department remained unaware about the
notification NO. FD/RO/FS/ 30/ 2006 dated: 28-09-2006 and will ensure to
implement said notification in maintaining PLS account instead of current
account of Karachi Development Authority in future.

DAC in its meeting dated 02.01.2025 directed to stop this practice and to
open PLS account as per policy of Government of Sindh.
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Audit recommends formulation of an effective revenue/investment
policy of the authority in order to avoid unnecessary burden on provincial
exchequer.

(PDP#11)
2.2.6.20 Doubtful payment to consultant — Rs. 49.618 million

As per Rule-88 of Sindh Financial Rules, “Every public officer is
expected to exercise the same vigilance in respect of the expenditure incurred
from public money as a person of ordinary prudence would exercise in respect
of expenditure of his own money”.

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that an amount of Rs. 49.618 million was paid to
consultant on account of conceptual drawing, detail design and tender
documents. However, it was noted that work orders were issued to consultant
after award of work of physical execution since conceptual designs/drawings are
always tendered prior to physical execution of works at site. Details are at
Annex-08 of Section-1 of Chapter-2.

Audit is of the view that payment to the consultant without performance
of its deliverables reflected undue favour at the cost of public exchequer.

The matter was reported to the management in September, 2024. The
management replied that after audit recommendation, an enquiry committee has
been constituted and notification attached for ready reference.

DAC in its meeting dated 02.01.2025 directed that the PAO to conduct
enquiry in this matter and submit the report to audit.

Audit recommends recovery of unauthorized payment from the
consultant and fix responsibility on the person(s) at fault, besides strengthening
internal controls to avoid such lapses in future.

(PDP#25)

2.2.6.21 Irregular expenditure without competitive bidding process —
Rs. 31.506 million

According to Rule-17 (1) of the Sindh Public Procurement Rules 2010,
“Procurements over five hundred thousand rupees and up to two million rupees
shall be advertised by timely notifications on the Authority’s website and may in
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print media in the manner and format prescribed in these rules.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that expenditure of Rs. 31.506 million was incurred
on account of different head of accounts without competitive bidding as required
under SPPRA rules. Summary is given below:

(Rs. in Million)
Sr. No. Particulars Amount
01 Purchase of furniture, Exhibition fair & Nation celebration, Cost 4.623
of other stores and Others Misc.
02 Civil works 26.883
Total | 31.506

Audit is of the view that due to non-invitation of tenders, chances of
uneconomical procurement cannot be ruled out which reflected weak contract
management in the organization.

The matter was reported to the management in September, 2024.

DAC in its meeting dated 02.01.2025 showed serious concerns on non-
submission of reply and further directed to submit the reply and get the stance
verified. However, no documentary evidence in support of its contention was
produced till the finalization of this report.

Audit recommends fixing of responsibility on the persons at fault,
besides strict adherence to procurement regulations to avoid such lapses in

future.
(PDP#03)

2.2.6.22 Unjustified clearance of liabilities without approval — Rs. 13.877
million

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”
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During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that expenditure of Rs. 13.877 million was incurred
for clearance of previous medical liabilities without approval/concurrence of
Governing Body of KDA. Further, the liability was paid for the period 2015-16
and subsequent years without proper documentation. Details are as under:

(Rs. in Million)
Sr. Chqg No./ .
No. VR# dated Payee Period Amount
1 28 1342'92216 M/s Dow University May-2023 1.084
2 59 74155688 Dr Bashir Ahmed April-2016 to 1174
3-4-24 (Dental Surgeon) September-2017 '
18286 M/s Dow University February to April

3 185 29-2-24 Ojha campus 2023 4.709
15118 M/s Dow University

4 186 29-2-24 Ojha campus August-2018 4978
16694 M/s Karachi Lab and .

5 22 4-9-23 Diagnostic center April to June-2023 1.931

Total 13.877

Audit is of the view that clearance of liabilities without prior approval
reflected weak internal controls.

The matter was reported to the management in September, 2024. The
management replied that budget is prepared on expectation and calculations.
Payments are made subject to availability of funds. Finance and Accounts
Department was facing financial crises since long, therefore could not pay the
claim bills of Hospitals within stipulated time. It is not necessary to obtain
approval from Governing Body of KDA.

DAC in its meeting dated 02.01.2025 directed that proper justification
regarding clearance of 10 years old liabilities along-with documentary evidence
may be provided to audit for further scrutiny. However, no documentary
evidence in support of its contention was produced till the finalization of this
report.

Audit recommends compliance of DAC directives, besides placing
effective financial controls to avoid recurrence of such irregularities in future.

(PDP#51)
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2.2.6.23 Non-obtaining of performance security from contractor against
civil works — Rs. 5.394 million

According to the Clause-10.1- Performance Security of the standard
bidding document approved by government regarding large civil work exceeding
Rs. 50.000 million, “the contractor shall provide Performance Security to the
procuring agency in the prescribed form. The Performance Security shall be 5%
of the Contract Price stated in the Letter of Acceptance. Besides obtaining 5%
as Performance Security, the Security Deposit at rate of 5% will also be deducted
from running bills, thus amount equal to 10% of the Contract Price is obtained
from contractor, i.e., 5% as performance security and 5% security deposit as
retention money. Deductions from interim/running bills will be made from
successful bidder after the bidder has furnished the required performance
security and signed the contract agreement.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that performance security amounting to Rs. 5.394
million was not obtained on revision of contract agreements. Further, no
evidence was provided regarding retention/ credit of call deposit equivalent to
performance security amount. Details are as under:

(Rs. in Million)

Due
Revised Re-revised Awarded Revised | amount

Name of work Wio dt W/o W/o cost Cost of
security

Installation/upgradati

on & maintenance of 37 18 10-A

existing traffic 30821 | 30-3-23 | 10-5-24 27869 | 78.3% | 2.526
signals in Khi

Annual running

contract for

maintenance of Civic = 95.407 238.809 2.868
Centre building &

field offices KDA

Total 5.394

Audit is of the view that undue favor was extended to the contractors at
the cost of the government interests which reflected weak financial controls.

The matter was reported to the management in September, 2024. The

management replied that the performance security was obtained from the
contractor at the time of bidding process which was not refunded.
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DAC in its meeting dated 02.01.2025 directed to provide documentary
evidence to audit for verification. However, no documentary evidence in support
of its contention was produced till the finalization of this report.

Audit recommends implementation of DAC directives, besides
strengthening strict adherence to the procurement regulations to avoid such
lapses in future.

(PDP#33)
2.2.6.24 Irregular revision of works without re-tendering — Rs. 317.205
million

As per Rules-(16)(1)(e) of SPPRA, 2010, “Repeat Orders means,
procurement of additional quantities of the item(s) from the original contractor
or supplier, where, after the items originally envisaged for the project or scheme
have been procured through open competitive bidding and such additional
quantities of the same item(s) of goods or works are needed to meet the
requirements of the project or scheme provided that the cost of additional
quantities of items shall not exceed 15% of the original contract amount.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that various works of Rs. 123.276 million were
awarded, however, the same were extended with the revised cost of Rs. 317.205
million without re-tendering as required under rules. Summary is given below:

(Rs. in Million)
Sr. Name of office AIRY Actual Revised Excess Rercentage
No. cost Cost increased
01 | Traffic Engineering 44 27.869 78396 | 50.527 181%
Bureau
02 XEN, Civic Centre 64 95.407 238.809 143.402 150%
Total 123.276 317.205 193.929

Audit is of the view that irregular revision of works instead of fresh
tendering is violation of procurement rules & regulations.

The matter was reported to the management in September, 2024. The
management replied that as Karachi is one of among the world’s biggest cities
and it is geographically spread over hundreds of square miles. To keep the traffic
signals smooth operational round the clock in such a big city is not easy task.
Therefore, due to increasing exchange rates, ban on different imports, we
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approached same contractor to work on same rates to cope the situation as
allowed vide provision of clause-XI-B of contract agreement for another period
of one year.

DAC in its meeting dated 02.01.2025 directed to provide documentary
evidence to audit for verification. However, no documentary evidence in support
of its contention was produced till the finalization of this report.

Audit recommends implementation of procurement rules in letter and
spirit to avoid such irregularities.
(PDP#35)

2.2.6.25 Non-renewal of performance guarantee — Rs. 115.822 million

According to Section-39 of SPPRA, “Procuring Agency shall, in all
procurement of goods, works and services, carried out through open competitive
bidding, require security in the form of pay order or demand draft or bank guarantee,
an amount sufficient to protect the procuring agency in case of breach of contract
by the contractor or supplier or consultant, provided that the amount shall not be
more than 10% of contract price. (2) Security shall be provided in an appropriate
form as described in the bidding documents. (3) Validity of performance security
shall extend to cover defect liability period or maintenance period, subject to final
acceptance by procuring agency.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that performance guarantees against bid security
amounting to Rs. 115.822 million were obtained, however, bank guarantees were
expired and the management failed to get the same renewed. Details are as under:

(Rs. in Million)
W/O B.Guarantee Issued Expiry Bid
Date Name of Work No. Date Date Security
12 Constt: of A2+2 lane under pass | 3573GBB002323 e 0.
10-8-23 | at Karimabad Faysal Bank | ~000-23 | 14-10-23 | 56.248
12 Constt: of A2+2 lane under pass | 3573GBB002123
10-8-23 | at Karimabad Faysal Bank 13-06-23 | 14-10-23 | 18.749
Construction of Roads alongwith
. Drainage, Sewerage & Paver MD2306500002
NIl | Blocks / C.C in UC- Chohar. Allied Bank | 060323 | 05-03-24 | 5.200
UC-Kaotiraro, District Malir
Imp/Constt/Reh: of road from
4_%23 Murtaza chowrangi to Landhi 35;3;65?32}”?23 06-06-23 | 06-01-24 | 35625
Graveyard, ADP-2574 Y
Total | 115.822

38



Audit is of the view that due to non-renewal of performance guarantee,
undue favor was extended to contractors at the cost of government interest.

The matter was reported to the management in September, 2024. The
management replied that the contractors were directed to renew their
performance security.

DAC in its meeting dated 02.01.2025 showed serious concerns for non-
renewal of the performance security despite lapse of more than one year and
directed as under:

(@) Action may be taken against the officer responsible for such lapses.

(b) Validate the performance securities and get it verified from audit.

Audit recommends implementation of DAC directives besides
strengthening the internal controls in the organization to avoid such lapses in
future.

(PDP#20)

2.2.6.26 Irregular payment through employee on advertisement & publicity
— Rs. 3.288 million

According to Rule-12 of Advertisement Policy-2015 (Information
Department) published on 19" November, 2015 in Sindh Government Gazette,
“The act of any Government Department, Local Body/ Council or Organization
under the control of Sindh Government not following the instructions, would
tantamount to the violation of the Sindh Government’s Advertisement Policy.
No client department/ organization shall release any advertisement of
whatsoever nature, directly to the print or electronic media. If any Department
releases any ad directly in violation of Advertisement Policy (Amended-2015)
to print and electronic media, shall be treated as “Misconduct” on the part of that
officer of the client department and shall be dealt under the Removal from
Services Ordinance, 2000.”

During the audit of Karachi Development Authority for the financial year
2023-2024, it was observed that an expenditure of Rs. 3.288 million was incurred
on account of advertisement, publicity and videography, however, payment was
made through employee of KDA instead of Information Department, Govt. of
Sindh contrary to above rule. Details are at Annex-09 of Section-1 of
Chapter-2.
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Audit is of the view that the management failed to comply with
instructions issued by Govt. of Sindh which reflected weak internal controls.

The matter was reported to the management in September, 2024. The
management replied that some advertisement/ publicity and videography are
emergent nature, publication through information department/ Govt. of Sindh
takes some time. Hence, the payment made through employee to get
advertisement published at the earliest.

DAC in its meeting dated 02.01.2025 directed that the PAO to conduct
enquiry & fix responsibility in this matter.

Audit recommends implementation of DAC directives and stoppage of
such irregular practices in the organization.

Note: The issue was reported earlier also in the audit report for Audit Year

2022-2023 vide para number 2.4.6.4 having financial impact of Rs. 2,947.385

million. Recurrence of same irregularity is a matter of serious concern.
(PDP#08)

2.2.6.27 Irregular appointment and payment to advocates — Rs. 8.234
million

As per Law Department, Government of Sindh’s notification
No.S.GENL:5-217/78 (N) 33 dated 26-07-1980, “Whenever any vacancy in the
legal Adviser’s post is required to be filled, the concerned Department/Council
or organization shall send such requisition to the Law Department specifying
therein the relevant data as to nature of assignment, financial and other fringe
benefits it carries and the tenure for which the appointment is to be made.”

During the audit of Karachi Development Authority for the financial year
2023-24, it was observed that 33 legal counsels were appointed and payments of
Rs. 8.234 million was made to advocates without consent of the law department
contrary to the above instructions. Following irregularities were also noticed:

i. Neither any selection criteria of advocates were available nor SPPRA
regulations were followed.

ii. It is also not evident from the record that how the authority judges
the performance of these counsels.
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iii. The advocates were treated as contractual employees and their
expenditure was also charged to establishment charges instead of its
proper head of account i.e. commodities.

iv. Sindh Sales Tax at the rate of 13% amounting to Rs. 1.070 million
was not deducted from the payment of their remuneration.

v. One law firm was hired only for 08 months without showing number
of cases the firm handled in the court of law and their results.

Audit is of the view that hiring of advocates without any laid down
criteria for their selection is violation of standing instructions of the government.

The matter was reported to the management in September, 2024. The
management replied that as Govt. of Sindh has imposed ban on regular
appointment. Due to non-appointment of legal adviser, there were more than
8000 pending in different courts. Further, it is submitted that due to stay order in
a petition pending in the High Court of Sindh at Karachi being operative SST
deductions were not made.

DAC in its meeting dated 02.01.2025 directed the PAO to conduct fact
finding enquiry in the matter and share report with Audit.

Audit recommends implementation of government rules and DAC

directives.
(PDP#41)
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2.3  Section-11: Hyderabad Development Authority
2.3.1 Introduction

Hyderabad Development Authority was established after the enactment
of Sindh Assembly Act No. XIII of 1976 with the mandate for development,
improvement and beautification of urban areas of Hyderabad comprising Taluka
City, Latifabad, Qasimabad and Hyderabad Rural. The Director-General is the
Chief Executive of the Authority. There are eight members in the Governing
Body, headed by the Minister of Local Government & Housing Town Planning
Department as Chairman.

Main Objectives of the Authority are to:

i. Provide shelter to the people by encouraging the Housing Industry.
ii. Protect and enhance the natural environment by conserving agricultural
land, preserving open spaces, and creating green corridors.
iii. Provide developed residential plots for low/medium income group.
iv. Supply of water and sewerage services to the citizens.

2.3.2 Governing Laws & Policies

. Hyderabad Development Authority Act-1976.

ii. Sindh Public Procurement Act, 2009 and Rules 2010
iii. Sindh Financial Rules.
iv. CPW Code - A &D.

2.3.3 Comments on Budget and Expenditure (Variance Analysis)

(Rs. in Million)

Particulars Budgeted Actual Excess (+)
Savings (-)

Expenditure Figures
Salary 2,713 1,475 -1,238
Non-salary 2,390 675 -1,715
Development 2,484 1,079 -1,4079
Total Expenditure 7,587 3,229 -4,358
Revenue Figures

Revenue | 8,594 | 2,065 | -6,529
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2.3.4 Classified Summary of Audit Observations

Observations amounting to Rs. 9,433.745 million were raised as a result
of this audit including recovery of Rs. 17.755 million. The issues highlighted
includes non-preference of core activities, non-recovery of its due revenue
despite financial crunch, ineffective pursuance of court cases, financial
mismanagement, weak contractual and service delivery issues etc. Classification

of the audit observations is as under:
(Rs. in Million)
Sr.#  [Classification Amount

1 |Reported cases of fraud, embezzlement and misappropriation 123.109
2 HR/Employees related irregularities 7.570
3 Procurement related irregularities 280.161
4  |Recovery 17.755
5 |Outstanding against dues 8,901.780
6 |Others 103.370

Total 9,433.745

2.3.5 Brief comments on the status of compliance with PAC directives

Hyderabad Development Authority falls under the administrative
jurisdiction of the Local Government Housing & Town Planning Department.
PAC meeting of Local Government Department on the accounts of HDA was
convened on audit reports for the year 2019-20 & 2020-21. Further, the status
of printed paras is as follows:

Year No of Paras Total Paras discussed
2016-17 13 Nil
2017-18 10 Nil
2019-20 11 01
2020-21 6 01
2021-22 14 Nil
2022-23 12 Nil
2023-24 22 Nil
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2.3.6 Audit Para
2.3.6.1  Non-recovery of outstanding dues - Rs. 8,901.780 million

According to Section-65 of the Hyderabad Development Authority Act -
1976, “Any sum due to the authority or any agency or wrongly paid by the
authority or an agency under this act, shall be recoverable as arrears of land
revenue.” Further, as per terms & conditions for grant of NOC & approval of
layout plans, the External Development Charges (EDC) of the scheme is charged
at the rate of 100 per sq yards which will be recovered from the sponsor at the
time of issuance of NOC for approval of building plans, for which the sponsor
should include a condition in booking / sub-lease documents. In case of any
default or contravention of any condition, NOC will be liable for cancellation at
the risk and cost of the sponsors and further necessary action under SBC
Ordinance 1979/82 shall be taken by the HDA.

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that an outstanding dues of Rs. 8,901.780 million
on account of water, sewerage and external development were not recovered
which affected the core operations of the authority. Even authority has no
resources to disburse the salaries to its employees. The details are as under:

(Rs. in Million)
Sr. No. Name of office Particulars PDP # | Amount
Director, Planning & External Development
! Development Control Charges 06 1,O11.539
2 Mar)ag!ng Director, Water & | Water & Sewerage 12 7.890.241
Sanitation Agency Charges
Total | 8,901.780

Audit is of the view that due to non-recovery of outstanding dues, the
authority was deprived of its revenue which indicated weak revenue
management in the organization.

The matter was reported to the management in August, 2024. The
management at Sr.1 replied that sponsors of private housing schemes including
ABAD have filed petitions in the Honorable High Court of Sindh, challenging
the rates of EDC imposed by the H.D.A due to which recovery process has been
delayed. The management at Sr.2 replied that the recovery progress remains slow
due to the absence of Municipal Water Act in Sindh. The Sindh Cabinet
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approved the Sindh Water Act, 2020 in April 2021, however, it has yet to be
legislated. As a result, recoveries are being pursued under the lengthy procedures
of the Land Revenue Act 1967.

DAC in its meeting dated 2" January, 2025 showed serious concerns for
non-recovery of the huge amount pending specifically against the Private
Housing Schemes and Government Departments despite existing financial
crunch in the Authority. In view of above, DAC directed to (a) provide the copy
of the Status-Quo granted by the Court (b) efforts so far taken by the
management for the recovery of the amount and same should be shared with the
Audit and the PAO (¢) effective measures be ensured and progress on recovery
may be shared with Audit and Administrative Department on monthly basis.

Audit recommends implementation of DAC directives besides
strengthening its recovery management.

Note: The issue was reported earlier also in the Audit Reports for Audit Years
2021-2022, 2022-2023 & 2023-24 vide para numbers 2.2.6.13, 2.3.6.12 &
2.2.6.8 having financial impact of Rs. 2048.393 million (Sr.1). The issue was
reported earlier also in the Audit Reports for Audit Year 2023-24 vide para
numbers 2.2.6.9 having financial impact of Rs. 6,145.523 million (Sr.2).
Recurrence of same irregularity is a matter of serious concern.

2.3.6.2  Supply of drinking water without proper treatment due to poor
resource allocation impacting the health of the citizens

As per Pakistan Environmental Protection Agency’s (PEPA) SRO
No.1063(1)/2010, dated 26" of November, 2010, “PEPA with the approval of the
Pakistan Environmental Protection Council is pleased to establish the National
Standards for drinking water quality.” and as per Hyderabad Development
Authority’s data, 27 metric tons of alum is required on monthly basis.

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that only an expenditure of Rs. 6.242 million was
incurred on procurement of 65 metric tons of alum for water treatment. However,
as per requirement, 27 metric tons of alum is required monthly to meet the
demand for filter plants situated in water treatment division Jamshoro. Therefore,
management has purchased alum only for requirement of two and half month
which implies that water was provided to the citizens without required treatment.
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Audit is of the view that the authority neglected its core activity of
supplying clean drinking water and incurred a meager amount of Rs. 6.242
million out of total expenditure of Rs. 3,229 million which reflected poor
resource allocation, hence compromised health of the vast population of the city.

The matter was reported to the management in August, 2024. The
management replied that it acknowledges the audit concerns regarding the
procurement of essential chemicals like alum. It is committed to address these
challenges proactively and ensuring a consistent supply of safe and healthy
drinking water to our consumers. It will prioritize our procurement processes and
resource allocation to enhance our water purification capabilities in line with
national standards.

DAC in its meeting dated 2™ January, 2025 showed serious concern on
the issue and directed the MD WASA to conduct fact finding enquiry and ensure
procurement of required chemicals for cleaning the drinking water and share the
report with Audit.

Audit recommends implementation of DAC directives besides focusing
on its core activities by adequate allocation of financial resources.
(PDP#15)

2.3.6.3  Unauthorized utilization of development fund on salaries —
Rs. 123.109 million

According to Rule-88 of the Sindh Financial Rules, “Every public officer
should exercise the same vigilance in respect of expenditure incurred from the
Government revenues, as a person of ordinary prudence would exercise in
spending his own money.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that an amount of Rs. 123.109 million, originally
collected from the allottees of the scheme for development of Gulistan-e-Sarmast
Housing Scheme was diverted for payment of salaries to the employees. Details
are at Annex-1 of Section-11 of Chapter-02.

Audit is of the view that payment of salaries from funds generated for
development of Housing Scheme reflected financial mismanagement.
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The matter was reported to the management in August, 2024. The
management replied that due to financial crises, funds were used as a temporary
utilization for payment of pending salaries and pension with the approval of the
Director General, HDA.

DAC in its meeting dated 2" January, 2025 directed the PAO to conduct
fact finding enquiry in the matter and share its report with Audit.

Audit recommends adoption of effective financial management to avoid
utilization of public money on current expenditures of the authority besides
compliance with the DAC directives.

(PDP#05)

2.3.6.4 Loss of revenue due to non-determination of fair market value of
commercial property

As per Section-2(c) & 8(1) of Sindh Rented Premises Ordinance, 1979
“fair rent” means the fair rent of any premises determined by the Controller
under this Ordinance and “The Controller shall, on application by the tenant or
landlord determine fair rent of the premises after taking into consideration the
following factors:

(@) rent of similar premises situated in the similar circumstances, in the
same or adjoining locality.

(b) the rise in cost of construction and repair charges.

(c) the imposition of new taxes, if any, after commencement of the
tenancy.

(d) the annual value of the premises, if any, on which property tax is
levied.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that thirteen shops located at Qasimabad shopping
center, Hyderabad were rented out via open auction in May, 1998 at Rs. 5 per
square foot or Rs. 700 per month. At present, the current monthly rent is
significantly higher than the current rent being charged, thus causing loss to the
authority. Details are at Annex-2 of Section-11 of Chapter-02.

Audit is of the view that due to negligence of the management in

renewing the rent agreement on every three years in line with the market rates,
authority is sustaining loss of millions of rupees on yearly basis.
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The matter was reported to the management in August, 2024. The
management replied that the determination of fair rent is being workout
according to Sindh Rented Premises Ordinance, 1979.

DAC in its meeting dated 2™ January, 2025 directed to revise the rent as
per current market rates and responsibility be fixed on person(s) responsible for
non-revision of the rent since long.

Audit recommends that priority may be assigned to strengthen its
revenue management system to avoid unnecessary reliance on government

grants.
(PDP#03)

2.3.6.5 Un-justified drawl of various allowances - Rs. 17.755 million

According to Finance Department Government of Sindh notification No.
FD(SR-111)5/20-2008 dated 15.07.2008, “All employees not provided with
Government accommodation shall continue to be entitled to house rent
allowance @ 45% of the minimum basic pay scale, 2008 in big cities of Sindh
under jurisdiction of metropolitan/municipal corporation and 30% of minimum
of basic pay scales 2008 in other cities. Further as per revised Pay Scale 2015,
dated 24th July, 2015, the Medical Allowance for the employees of Grade 1-15
was enhanced from Rs. 1,100 to Rs. 1375.”

Further, as per Finance Department Govt. of Sindh letter No. FD(SR-I11)-
5-145-2012 dated 2nd March, 2012, in supersession of this department circulars
Nos. FD(SR-111)-5/1-2008 dated 04-01-2008 and No. FD(SR-I11)-5-139/2011
dated 12-02-2011, “Sanction of Government of Sindh is hereby accorded for
grant of utility allowance to the regular employees of Sindh Civil Secretariat and
Provincial Assembly Sindh.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that various allowances worth Rs. 17.755 million
were paid to the employees contrary to the government instructions. The details
are as under:
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(Rs. in Million)

Excess /
ST Name of Due Drawn Unauthorized Remarks
No. allowance Amount | Amount
Payment
1 Utility ] 12.837 12.837 Inadmissible
Allowance
. Drawn Rs. 3,000 instead
Medical )
2 Allowance 1.587 3.473 1.886 of fixed amount of Rs.
1,375 (Grades 1-15).
House Rent Drawn 65% instead of
3 Allowance 683 | 9.867 3.032 45% of BPS - 2008
Total 17.755

Audit is of the view that the disbursement of various allowances over and
above the prescribed limits of the Government of Sindh, despite financial
constraints is unjustified.

The matter was reported to the management in August, 2024. The
management replied that house rent allowance was enhanced from 45% to 65%
by the Chairman Governing Body on the pattern of KDA. Further, medical
allowance was enhanced in 116th meeting of GB and utility allowance was
allowed in pursuance of notification of Secretary Local Government
Department.

DAC in its meeting dated 2™ January, 2025 directed that PAO to
constitute the committee to rationalize the above three allowances considering
the financial position of the Authority and government’s existing rates and
furnish the report to Audit.

Audit recommends rationalization of its HR expenditure in accordance
with financial resources of the authority.

Note: The issue was reported earlier also in the Audit Report for Audit Year
2021-2022 vide para number 2.2.6.2 having financial impact of Rs. 64.484
million. Recurrence of same irregularity is a matter of serious concern.

(PDP#01)
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2.3.6.6 Irregular execution of work beyond 15% of the original contract
amount - Rs. 237.023 million

As per Rules-(16)(1)(e) of SPPRA, 2010, “Repeat Orders means,
procurement of additional quantities of the item(s) from the original contractor
or supplier, where, after the items originally envisaged for the project or scheme
have been procured through open competitive bidding and such additional
quantities of the same item(s) of goods or works are needed to meet the
requirements of the project or scheme provided that the cost of additional
quantities of items shall not exceed 15% of the original contract amount.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that various works were awarded at a cost of Rs.
784.794 million. Later, the cost and the scope of the works were enhanced by
Rs. 237.023 million i.e. beyond the permissible limit of 15% of the original work.
The details are given as under:

(Rs. in Million)
Excess to
Work Work Excess
Name of Schemes M/S Executed Order work o,
order
Sewerage System Phase 111 Work
Taluka Qasimabad, Hyderabad KA & o
(Package-IV) Brothers 478.192 404.301 73.891 18%
RA. 15"
Sewerage System Phase 111 Work
Taluka Qasimabad, Hyderabad Adeel 543,625 380493 163132 43%
(Package-III) Humayoun
RA. 17"
Total | 1,021.817 | 784.794 | 237.023

Audit is of the view that the execution of works beyond the prescribed
limit of 15% and without calling fresh tender is a violation of SPPRA rules.

The matter was reported to the management in August, 2024. The
management replied that the revision of the project cost was necessitated by the
urgent need to procure and install pumping machinery. To address this challenge
effectively, it was essential to enhance the scope of work and the associated costs
to ensure that the necessary pumping solutions were deployed promptly. The
decision to enhance the existing contract to the same contractor was made to
maintain continuity and leverage the existing procurement framework, which
allows for efficient execution and timely delivery of the works.
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DAC in its meeting dated 2" January, 2025 directed MD WASA to
conduct fact finding enquiry in the matter and share report with Audit.

Audit recommends strengthening of its project planning skills to avoid
such violations of procurement regulations besides compliance with the DAC
directives.

(PDP#10)

2.3.6.7 Irregular execution of works — Rs. 21.502 million

According to Rule-56 of CPWA Code, “A properly detailed estimate
must be prepared for the sanction of competent authority. This sanction is known
as the technical sanction to the estimate and must be obtained before the
construction of the work is commenced. Such sanction will be accorded by the
officer of the Public Works Department authorized to do so. If, subsequent to the
grant of technical sanction, material structural alterations are contemplated, the
orders of the original sanctioning authority should be obtained, even though no
additional expenditure may be involved by the alterations.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that expenditure of Rs. 21.502 million was
incurred due to excess / less execution of items of work than its approved

quantity of estimate. The details are given as under:
(Rs. in Million)

Qty as Qty as Excess
Items of work | PDP# | Unit per per /(Less) Rate

estimate bill execution

Net Diff. cost Gross
Amount | /Premium | Amount

P.E. Pipe 8 PN 09

(200 mm) Rft. 3,000 10,140 7,140 691 4.933 1.262 6.195

P/L/ Joining 08
R.C.CASTM 9" Rft. 8,000 392 (7,608) 618 4.701 1.630 6.332
Dia.

R.C.C Work Cft. 12,552 7,420 (5,132) 337 1.729 0.599 2.329

S/F C.I Main
Holes Cover & Cwt. 393 101 (292) 6,985 2.039 0.707 2.746
Frames

Interconnection 21
with existing
pipeline i/c
removal of
existing dead
end plated

P/Job 01 02 01 1.200 2.400 - 2.400

S/1 & Testing 19
Horizontal non
clogging /
KWP

(15 BHP Pump
Set)

P/Job 01 02 01 1.500 1.500 - 1.500

Total 21.502
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Audit is of the view that the excess / less execution of items of works
beyond the approved estimate stands unjustified which reflected poor project
management.

The matter was reported to the management in August, 2024. The
management replied that the quantities executed were aligned with site
conditions and requirements. Moreover, all executed items were undertaken in
accordance with the approved technical sanctions.

DAC in its meeting dated 2™ January, 2025 directed MD WASA to
conduct fact finding enquiry in the matter and share report with Audit.

Audit recommends implementation of DAC directives besides
strengthening its contract management to avoid such irregularities of
procurement.

2.3.6.8  Non-refund of payment to allottees of Gulistan-e-Sarmast
Housing Scheme — Rs. 5.216 million

As per Term and Condition for allotment of residential plot in Gulistan-
e-Sarmast Housing Scheme, “At any event of cancellation of the allotment of
plot, 10% of the total occupancy value will be forfeited and payment of
refundable amount will be made within three months of date of issue of
cancellation order.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that various allottees of plots of the scheme
“Gulistan—e-Sarmast” have requested for the refund of their payment of Rs.
5.216 million. However, neither plots were given nor due amount was refunded
without any justification. The details are given at Annex-3 of Section-Il of
Chapter-02.

Audit is of the view that non-refunding of the amount reflected poor
service delivery on the part of the management.

The matter was reported to the management in August, 2024. The
management replied that the refund process is being delayed due to insufficient
funds, outstanding monthly installments from allottees and non-existence of
Governing Body.
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DAC in its meeting dated 2" January, 2025 showed serious concern for
non-refund of money to general public despite non-provision of plots and
directed that management to submit comprehensive report covering all aspects
which include total applications received for balloting, total number of persons
allotted the plots during balloting, number of persons applied for refund, total
number of plots allotted to employees of Authority / other departments without
balloting. Report may be furnished to Audit and PAO.

Audit recommends policy decisions at higher level to focus on service
delivery matters for resolving the public issues on priority basis.
(PDP#04)

2.3.6.9 Irregular refund of Security Deposit - Rs. 13.138 million

As per SPPRA, Procurement Regulations (Works) 7.12.3 (i), “Security
Deposit can be released in either of the following ways: (a) On completion of the
works, half the total amount retained is refunded to the contractor and half when
the defects liability period has passed and the engineer has certified that all
defects notified to the contractor before the end of this period have been attended
to his satisfaction; (b) Full amount be released after completion of defect liability
period.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that the security deposit of Rs. 13.134 million was
refunded to the contractor prior to the completion of the work. The detail is as
under:

(Rs. in Million)
Security
refunded

Name of scheme Contractor Chgq. No. | Chgq. Date

Sewerage System (Phase-III) works
for Taluka Qasimabad, Hyderabad | Aaqib Builders | 5168251 | 22/01/2024 | 13.138
(Package-5)- Work in progress

Audit is of the view that due to the refund of the security deposit prior to
the completion of the work and defect liability period, the government interests
were not safeguarded and undue favor was extended to the contractor.

The matter was reported to the management in August, 2024. The
management replied that the security deposit was refunded on the
recommendation of the concerned Executive Engineer, who confirmed the
contractor's satisfactory performance during the execution of the project.
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DAC in its meeting dated 2" January, 2025 did not agree with the
contention of the management and directed to fix responsibility on the persons
at fault.

Audit recommends implementation of financial rules besides fixing of
responsibility on the persons at fault.
(PDP# 11)
2.3.6.10 Split-up of expenditure to avoid competitive bidding— Rs. 4.268
million
As per SPPRA, Procurement Regulations (Works) 2.10, “Procuring
agency must invite tenders without any splitting or regrouping of the
procurements already grouped, allocated and scheduled in the procurement plan.
The components of work/scheme/project cannot be further split for tendering
purpose.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that expenditure of Rs. 4.268 million was incurred
by way of splitting under the head of account repair & maintenance to avoid
competitive bidding process. The details are given in Annex-4 of Section-11 of
Chapter-02.

Audit is of the view that due to splitting of expenditure, the authority was
deprived of competitive rates which reflected weak contract management.

The matter was reported to the management in August, 2024. The
management replied that to ensure the smooth running of the system, repairs and
maintenance are often carried out on a quotation basis. SPPRA permits
emergency work valuing Rs. 3 lacs to be executed through quotations. This
provision is specifically intended for tasks of an urgent nature.

DAC in its meeting dated 2™ January, 2025 directed MD WASA to
conduct fact finding enquiry in the matter and share report with Audit.

Audit recommends strengthening of financial controls to avoid
recurrence of such lapses in future, besides compliance with the DAC directives.

Note: The issue was reported earlier also in the Audit Report for Audit Year
2023-2024 vide para number 2.2.6.5 having financial impact of Rs. 4.311
million. Recurrence of same irregularity is a matter of serious concern.

(PDP# 13)
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2.3.6.11 Irregular clearance of liabilities without approval — Rs. 5.977
million

As per Section-54 of Hyderabad Development Authority Act, 1976, “(i)
the authority shall prepare as statement of estimated receipts and estimated
expenditure for every financial year and submit such statement to the
Government for approval 06 months before the commencement of such financial
year. (v) the authority shall not, except with the prior approval of the
Government, incur expenditure in excess of the sanctioned budget.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that liabilities of Rs. 5.977 million pertaining to
2016 to 2022 were cleared from the current year's budget without approval of
competent authority. The details are given in Annex-5 of Section-11 of Chapter-
02.

Audit is of the view that the clearance of previous years liabilities without
approval from the Governing body constituted weak financial management.

The matter was reported to the management in August, 2024. The
management replied that works were to be completed on time while payments to
firms are made in installments. Given WASA's limited financial capacity to clear
all dues at once, this installment policy ensures smooth operations without
causing financial strain on the organization.

DAC in its meeting dated 2" January, 2025 directed MD WASA to
conduct fact finding enquiry in the matter and share report with Audit.

Audit recommends strengthening of authority’s financial management
system to avoid such lapses in future, besides compliance with the DAC
directives.

(PDP#14)

2.3.6.12 Non-supply of natural Gas to Kohsar Extension Housing Scheme
- Rs. 86.726 million

According to Appendix-18-A, Section-I of Sindh Financial Rules,
Volume-II, “Every Government servant realizes fully and clearly that he will be
held personally responsible for any loss sustained by Government through fraud
or negligence on his part, and that he will also be held personally responsible for
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any loss arising from fraud or negligence on the part of any other Government
servant to the extent to which it may be shown that he contributed to the loss by
his own action or culpable negligence.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that payment of Rs. 86.726 million was made to
Sui Southern Gas Company (SSGC) for supply of natural Gas to Kohsar
Extension Housing Scheme but no development work was executed. Further,
authority did not pursue SSGC for installation of gas pipeline in the society
which is tantamount to poor project management.

Audit is of the view that non-supply of gas despite huge payment
reflected authority’s lack of interest in public welfare schemes.

The matter was reported to the management in August, 2024. The
management replied that the payment was made to SSGC for provision of gas
facilities in Kohsar Extension Housing Scheme but subsequently SSGC revised
the rates and demanded an additional Rs. 40.258 million in the year 2021 which
could not be paid due to lack of funds. However, this office is continuously
requesting SSGC to start the work.

DAC in its meeting dated 2™ January, 2025 directed the management to
take up the matter with SSGC on behalf of DAC directives.

Audit recommends implementation of DAC directives besides focusing
on their core activity of developing urban areas.
(PDP#25)
2.3.6.13 Excess payment against difference cost of material — Rs. 4.230
million

As per SPPRA, Procurement Regulations (Works) 2.10, 5.1 “Procuring
agencies shall use open competitive bidding as the principal method of
procurement for the procurement of works. Staff of procuring agency must
maintain the highest standards of honesty and integrity in performing their duties
by: (1) Developing the highest possible standards of professional competence;
(i1) Using funds and other resources for which they are responsible to provide
the maximum benefit to the work; (iii) Complying with both the letter and the
spirit of the laws, rules and regulations of the procurement; so that work is
awarded without influence of any unfair, corrupt or collusive practices; (iv)
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Treating all bidders and suppliers with fairness and impartiality, and avoid any
business arrangement that might prevent the effective operation of fair and
transparent competition.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that payment of Rs. 4.230 million on account of
difference cost of cement bags was made to the contractor in excess due to
allowing excess number of cement bags than utilized as per executed work. The
details are as under:

Component of work Item l?etry.B?lsl Dry. Qty. l::;:gr:)tf l\ll)(;'g(;f
Providing, laying, jointing & C.C Plain 1:3:6 1,675 2,579.50 257.95 206
festing 127 & %inlzla ASTMPipe | p c.c124 7420 | 11,426.80 | 1,632.40 | 1306
Construction of C.C nala 1.5 ft CC Plain 1:3:6 3,088 4,755.52 475.55 380
wide 2 ft deep with R.C.C cover | CC Plain 1:2:4 5,700 8,778.00 1,254.00 1,003
Construction of C.C nala 2 ft CC Plain 1:3:6 10,134 15,606.36 | 1,560.64 1,249
wide 2.5 ft deep with R.C.C cover | R.C.C 1:2:4 34,974 | 53,859.96 | 7,694.28 6,155
Nos. of cement Bags to be utilized against cement work 10,300
Nos. of cement bags claimed in Difference of cost 16,808
Excess number of cement bags claimed 6,508
Rate of difference per bag 650
Total Amount of Excess Payment (Rs. in Million) 4.230

Audit is of the view that undue financial favor was extended to the
contractor (s) which resulted into excess payment.

The matter was reported to the management in August, 2024. The
management replied that excess payment was made due to a clerical mistake in
the calculation of the quantity of cement bags utilized. Upon identifying, the
necessary recovery of Rs. 4.230 million has been made from the contractor's
security deposit.

DAC in its meeting dated 2™ January, 2025 directed to get the recovered
amount verified from Audit. However, no documentary evidence was provided
in support of their contention.

Audit recommends recovery besides efficiency in planning and

execution of civil works to avoid such lapses in future.
(PDP#20)
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2.3.6.14  Irregular appointment and payment to advocates — Rs. 5.451
million

As per Law Department, Government of Sindh’s notification
No.S.GENL:5-217/78 (N) 33 dated 26-07-1980, “Whenever any vacancy in the
legal Adviser’s post is required to be filled, the concerned Department/Council
or organization shall send such requisition to the Law Department specifying
therein the relevant data as to nature of assignment, financial and other fringe
benefits it carries and the tenure for which the appointment is to be made.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that 16 legal counsels were appointed and
payments of Rs. 5.451 million were made to advocates without consent of the
law department contrary to the above instructions. Following irregularities were
also noticed:

I.  Neither any selection criteria of advocates were available nor SPPRA
regulations were followed.

ii. The advocates were treated as contractual employees and their
expenditure was also charged to establishment charges instead of its
proper head of account.

iii.  Itis also not evident from the record that how the authority judges the
performance of these counsels.

iv.  Sindh Sales Tax at the rate of 13% amounting to Rs. 0.709 million was
not deducted from the payment of their renumeration.

V. No criteria were defined for fixing of renumeration due to which
variations in payments were observed and possibility of over payment
could not be ruled out.

Audit is of the view that hiring of advocates without any criteria and
permission of the law department reflected non adherence to the government
instructions.

The matter was reported to the management in August, 2024. The
management replied that SPPRA regulations were not followed due to urgency
and nature of legal matters. The criteria for the appointment of advocates have
been proposed in revised HDA delegation of powers which are under
consideration by the competent authority of HDA. Further, a uniform policy
regarding the appointment, renewal of contract and payment of remuneration is
currently being prepared and will be placed before the competent authority.
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DAC in its meeting dated 2" January, 2025 directed that PAO to conduct
fact finding enquiry in the matter and share report with Audit.

Audit recommends an effective policy formulation so that litigation cases
may be dealt with efficiently in the favor of Authority/Government besides
compliance with the DAC directives.

Note: The issue was reported earlier also in the Audit Report for Audit Year
2023-2024 vide para number 2.2.6.13 having financial impact of Rs. 9.729
million. Recurrence of same irregularity is a matter of serious concern.

(PDP#16)

2.3.6.15 Un-authorized retention of government accommodation —
Rs. 7.570 million

As per Terms and Conditions of allotment of HDA, “The monthly rent of
the quarter will be charged at the rate of 5% of the emoluments of the allottee
plus admissible house rent allowance from the actual date of taking over of the
possession of the quarter so allotted and remitted to Estate Officer/Secretary
HDA Hyderabad through cheque each and every month regularly by DDO
concerned without fail.” Further, “at the time of the retirement on reaching the
age of superannuation he will be allowed to retain the residential accommodation
for the period of three months from the date of retirement.”

During the audit of Hyderabad Development Authority for the financial
year 2023-24, it was observed that despite lapse of 13 years from the date of
retirement i.e. 01/09/2012, neither the government accommodation was vacated
from retired Chief Engineer nor an amount of Rs. 7.570 million pertaining to
house rent allowance & maintenance charges against residential accommodation
was recovered.

Audit is of the view that the department’s failure to vacate and recover
the dues indicated serious negligence and mismanagement.

The matter was reported to the management in August, 2024. The

management replied that the matter is sub-judice but the department is initiating
action to recover its outstanding dues and vacation of government property.
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DAC in its meeting dated 2™ January, 2025 directed the PAO to conduct
fact finding enquiry in the matter and share report with Audit.

Audit recommends vacation of government accommodation as per rules
and recovery of the outstanding amount besides compliance with the DAC

directives.
(PDP#02)
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2.4  Section-111: Malir Development Authority

2.4.1 Introduction

Malir Development Authority (MDA) was established in 1993. It
provides low-cost and better residential facilities at affordable rates. At present,
around 125,000 scheduled residential plots are in different stages of
development.

MDA has created new inhabitation trends by expanding development
across M-9 (Motorway), which has increased the market value of estate &
property in the vicinity. The schemes specially Shah Latif Town, New Malir
Housing Scheme & Taiser Town have the potential to evolve as a new urban
commercial and economic hub.

The planning of MDA schemes is based upon extending rebate against
residential plots on economical rates and disposal of all commercial sites through
open public auction. A large number of commercial sites of various categories
of plots have been reserved in different schemes.

Leveraging its profound capability in developing and managing a
diversified asset base, MDA is focused on enhancing the performance of its
portfolio and strengthening recurring income base for delivering long-term
sustainable value to all.

2.4.2 Governing Laws & Policies

i. Malir Development Authority Act, 1993-94.
ii. Sindh Financial Rules.
iii. CPW A-Code & D-Code.
iv. Sindh Public Procurement Act, 2009.

2.4.3 Comments on Budget and Expenditure (Variance Analysis)

(Rs. in Million)
Particulars Budgeted Actual Excess (+)
Exp/Revenue Savings (-)
Salary 262.727 244.929 (17.798)
Non-salary 323.396 364.449 41.053
Development 941.490 606.295 (335.195)
Total 1527.613 1215.673 (311.94)
Revenue 1933.000 1821.081 (111.919)
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2.4.4 Classified Summary of Audit Observations

Observations amounting to Rs. 15,351.692 million were raised in this
report during the current audit of Malir Development Authority. The issues
highlighted includes non-preference of its core activities, non-recovery of its due
revenue, ineffective pursuance of court cases, unnecessary hiring of contingent
paid staff, issues in pension payments, financial mismanagement, service
delivery issues etc. Classification of the audit observations is as under:

(Rs. in Million)
Sr.#  [Classification Amount

1 |Non production of record -
2 |HR/Employees related irregularities 291.243
3 Procurement related irregularities 88.271
4 [Management of Accounts with Commercial Banks 3907.405
5 |Outstanding against dues 9,928.910
6 [Plots allotment issues 1,104.527
7 |Others 31.336

Total 15,351.692

2.4.5 Brief comments on the status of compliance with PAC Directives

Malir Development Authority falls under the administrative jurisdiction
of the Local Government and Housing Town Planning Department. PAC
meeting of Local Government Department on the accounts of MDA was
convened on audit reports for the years 2019-20 & 2020-21. Further, the status
of printed paras is as follows:

Name of Authority Year No of Paras | Total Paras discussed
2016-17 04 Nil
2017-18 10 Nil
2018-19 07 Nil
Malir Development 2019-20 15 Nil
Authority 2020-21 03 Nil
2021-22 08 Nil
2022-23 13 Nil
2023-24 10 Nil
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2.4.6 Audit Paras
2.4.6.1 Non-production of record

As per Section 14 (2) and (3) of the Auditor-General’s (Functions,
Powers and Terms and Conditions of Service) Ordinance, 2001:

(2) The officer in-charge of any office or department shall afford all
facilities and provide record for audit inspection and comply with
requests for information in as complete a form as possible and with
reasonable expedition.

(3) Any person or authority hindering the auditorial functions of the
Auditor-General regarding inspection of accounts shall be subject
to disciplinary action under relevant Efficiency and Discipline
Rules, applicable to such person.

During the audit of Malir Development Authority Karachi for the
financial year 2022-23, certain auditable record relating to development and non-
development expenditures was not produced despite repeated requisitions. The
details are given in Annex-1 of Section-I11 of Chapter-2.

Audit is of the view that non-production of record is a violation of AGP
ordinance which reflected negligence on the part of management. Due to non-
production of record, the authenticity of expenditure could not be ascertained.

The matter was reported to the management in April, 2024. The
management replied that record related to land and estate is available for
audit/verification.

DAC in its meeting dated 02.01.2025 directed the PAO to take
disciplinary action against the Director Land and other concerned individuals
who failed to provide the required record to audit team. It further recommended
that the same record should be made available at the time of the next audit.

Audit recommends implementation of DAC directives.
(PDP#01,05&39)
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2.4.6.2 Irregular allotment of plots other than balloting /auction -
Rs. 1,104.527 million

According to Section-6 (a) Sindh Disposal of Land Ordinance, 2002, “No
plot or flat site shall be disposed of except by open public auction at a price not
less than the market price.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that 5,085 plots of various categories
valuing Rs. 1,104.527 million were allotted to the Members of Board of
Governors, employees of MDA, Nazim, Governor House, Local Government,
City District Government, Karachi and Press Club without any balloting / public
auction as required under law. Further, details of employees, allotment orders,
employees’ status (contract/permanent) and their files were not provided to the
audit. The details are given in Annex-2 of Section-111 of Chapter-2.

Audit is of the view that allotment of plots other than open public auction
is contrary to the law which indicated favouritism in allotments.

The matter was reported to the management in April, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that the subject allotment was made with the approval of the Director
General and the Governing Body.

DAC in its meeting dated 02.01.2025 directed the Administrative
department to review the legal position of these allotments and take appropriate
action or refer the matter to higher authorities/C.S for review and necessary
action. Progress in the matter may be submitted to Audit.

Audit recommends adoption of fair and transparent policy for allotment
of plots besides implementation of DAC directives.
(PDP#04)

2.4.6.3 Loss of Revenue due to unjustified placement of funds in private
Commercial Banks - Rs. 1,896.964 million

As per Para-01 of the Government of Sindh, Local Government &

Housing Town Planning Department office letter No. SOG(LG)/Misc/2013-
2014 Dated 03 May, 2016 issued in reference to letter of even number, dated 16-
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12-2014, followed by reminder, dated 02-12-2015 on the subject of “Un-
authorized bank accounts maintained by different organization” and to state that
the competent authority has taken a serious notice to operate bank
accounts/transactions through private Banks, whereas this department has
already issued instructions in pursuance of Chief Minister, Sindh that the official
account may be opened with Sindh Bank.

During the audit of Malir Development Authority Karachi for the
financial year 2022-23, it was observed that the Authority maintained bank
accounts in different banks. The following irregularities were noticed:

i. The funds of the Authority were placed without competitive bidding in
30 (22 current + 8 saving) accounts of Silk Bank, having A-Negative
category of the State Bank of Pakistan.

ii. Total 39 bank accounts were operated in private commercial banks
instead of Sindh Bank/NBP.

ili. The Authority operated 24 current bank accounts instead of Profit and
Loss Sharing (PLS) accounts. Details are given as under:

(Rs. in Million)
Sr.No. | Name of Bank Status Amount

1 Silk Bank Current 180.704

2 Silk Bank Saving 1,568.582

3 Bank Alfalah Saving 8.620

4 HBL Bank Current 24.399

5 HBL Bank Saving 11.121

6 JS Bank Saving 36.623

7 MCB Bank Saving 67.216
Total 1,896.965

Audit is of the view that placing funds in a bank ranked A negative
category carries higher level of risk and undue benefit was extended to the bank
at the cost of authority’s interest. The bank accounts other than Sindh Bank and
NBP was also violation of the prescribed rules.

The matter was reported to the management in April, 2024. The
management replied that only selected banks are authorized to open bank
accounts, in light of government notification issued by the State Bank of
Pakistan. Further, collection account is notified as per categories of plots and
then amount collected is transferred at the end of the month in profit account.
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DAC in its meeting dated 02.01.2025 directed the management that
action should be taken against those who violated the rules by placing funds in
negatively ranked bank. It also instructed that funds must be placed in saving
accounts of sound banks with higher markup through competitive bidding as per
rules. The DG MDA was also directed to review the financial matters of the
Authority and submit progress report to Administrative Secretary and Audit.

Audit recommends formulation of an effective revenue/investment
policy of the authority in order to increase its revenue besides compliance with
the DAC directives.

(PDP#2, 18 & 19)

2.4.6.4 Unjustified payment without delivery of vehicles — Rs. 17.503
million

As per Appendix-18 (A) Section-1 of Sindh Financial Rules, Volume-I1,
“Every Government servant realizes fully and clearly that he will be held
personally responsible for any loss sustained by Government through fraud or
negligence on his part, and that he will be also held personally responsible for
any loss arising from fraud or negligence on the part of any other Government
servant to the extent to which it may be shown that he contributed to the loss by
his own action of culpable negligence.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that MDA paid an amount of Rs. 17.503
million to M/s. Toyota Central Motors for procurement of 02 luxuries vehicles
without any justification. The authority also did not receive delivery of such
vehicles. Details are as under:

(Rs. in Million)
Sr#| Description of Vehicle Cheque # Dated Pay Order #| Amount
1, | Hilux Revo Rocco 25362542 | 21-09-2022 | 02291459 11.592
Automatic Grade
Altis 1.8 CVT-I Grande
2. | AIT Sunroof Black 25362544 | 21-09-2022 | 02291460 5.910
Interior

Total 17.503

Further in this matter, FIR N0.08/2023 was registered and investigation
was initiated by Anti-Corruption Establishment Karachi against Mr. Muhammad
Suhail, the then DG MDA, Muhammad Waseem, Director Finance MDA,
Shahid Mohsin, the then Director Town Planning MDA and Umair Gulzar,
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Deputy Director Book, Finance & Accounts MDA & others. However, present
status of above case was not provided to audit.

Audit is of the view that payment without proper authorization and
justification reflected existence of weak financial controls in the Authority.

The matter was reported to the management in April, 2024. The
management replied that matter is under enquiry by the Anti-Corruption
Establishment, Karachi against officers for purchasing of said vehicles. The case
is also under trial before Honorable High Court of Sindh.

DAC in its meeting dated 02.01.2025 directed the PAO to take up the
matter with ACE and finalize the enquiry at the earliest.

Audit recommends strengthening of financial controls to avoid such
unauthorized payments, besides compliance with the DAC directives.

(PDP#34)
2.4.6.5 Non-recovery of various dues/ charges — Rs. 9,928.910 million

As per Rule-28 of General Financial Rules, “No amount due to
Government should be left outstanding without sufficient reason and where any
dues appear to be irrecoverable, the orders of the competent authority for their
adjustment must be sought.” Further, as per general condition of layout plan the
sponsor is bound to pay the outer development charges of Rs. 234 Per Sg. Yd on
gross area as per given schedule.”

a) Pay order of 20% of Outer Development Charges of Rs. 234 Per Sq Yard
on gross area before issuance of development permit/NOC from planning
point of view.

b) Whereas remaining 80% will be recovered bi-annually in four equal
instalments (20% each) the sponsor is bound to submit postdated cross
cheques in favor of MDA before issuance of the approval.

c) All the post-dated cross cheques should be clear at their respective due
dates, otherwise layout plan/ development permit should be cancelled.

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that the management failed to recover
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an amount of Rs. 9,928.910 million against occupancy value, utilities, grid
station charges, outer development charges and dues of commercial plots from
various public and private housing schemes. Details are as under:

(Rs. in Million)
Description of recovery Amount Due Amount received Balance
New Malir Housing Scheme —I
Occupancy Value, Utility Charges 5,975.954 4,593315 1,382,637
Taiser Town Scheme 45 18,888.315 10,718.238 8,170.077
Occupancy value i.c utility dues
Non-recovery of dues from the 833.211 558.910 974,300
defaulters of commercial plots
Outer Development Charges 166.801 64.908 101.893
Total 25,864.281 15,935.371 9,928.907

Audit is of the view that the failure to recover the above amount reflected
inefficient revenue management, causing delays in completion of the schemes.

The matter was reported to the management in April, 2024. The
management replied that the recovery matter had recently been published in
leading newspapers to recover outstanding dues from the defaulters. It was
further stated that, in case of no response, necessary legal actions, such as the
cancellation of plot allotments, would be taken.

DAC in its meeting dated 02.01.2025 directed to provide record
reflecting efforts taken by the authority for recovery and monthly progress be
also provided to the Audit and the Administrative Department on monthly basis
to monitor the progress.

Audit recommends that management should focus on its revenue
realization for provision of better services to the citizens besides compliance
with the DAC directives.

(PDP#3, 27, 32 & 40)

2.4.6.6 Variation in opening and closing balances of cash book and bank
statement Rs. 97.948 million

As per Rule-77 of Central Treasury Rules: (i), “Every officer receiving
money on behalf of the Government should maintain a cash book in form TR 4.
(if) All monetary transaction should be entered in the cash book as soon as they
occur and attested by the head of the office in token of check. (iii) The cash book
should be closed regularly and completely checked. The head of the office
should verify the totaling of the cash book or have this done by some responsible
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subordinate other than the writer of the cash book and initial it as correct. (iv) At
the end of each month the head of office should verify the cash balances in the
cash book and record a signed and dated certificate to that effect.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, variation of Rs. 97.948 million between the opening and
closing balances of the bank statement and cash book was observed. Details are
as under:

(Rs. in Million
Variation of opening balance of | Variation of closing balance of Total
Cash Book & Bank Statement Cash Book & Bank Statement Variation
83.768 14.180 97.948

Audit is of the view that variation in cash book and bank statements
reflected improper maintenance and disclosure of accounts, which constituted
weak financial management.

The matter was reported to the management in April, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that reconciliation has been made and discrepancy pointed out by the
audit has been rectified.

DAC in its meeting dated 02.01.2025 directed the management to get the
stated position verified from audit.

The management did not produce documentary evidence in support of its
contention till finalization of report.

Audit recommends strengthening of financial management in the
organization so that true and fair picture of its finances be presented.

(PDP#11)

2.4.6.7 Non-investment of savings/ surplus during financial year—
Rs. 1,912.493 million

As per Section-33(5) of Malir Development Authority (Revival &
Amending Act, 2013, “The Authority may invest its funds in any security of the
Federal Government, Provincial Government or any other security approved by
the Government.”
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During the audit of Malir Development Authority, Karachi for the
Financial year 2022-23, it was noted that an amount of Rs. 1,912.493 million
was available in the bank accounts; however, same were not invested in
profitable securities to maximize the revenue of the authority. The details are
given in Annex-3 of Section-I11 of Chapter-2.

Audit is of the view that due to non-existence of revenue strategies,
authority could not maximize its revenue by investing the surplus amount in any
government approved securities.

The matter was reported to the management in April, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that MDA is running in profit and disbursement of payment is also being
made through the same operated bank accounts.

DAC in its meeting dated 02.01.2025 was not satisfactory with reply of
the management and directed that Authority should adopt proper mechanism
whereby surplus funds must be invested in a profitable government approved
financial securities/bank accounts. PAO to conduct enquiry for placing the huge
funds without securing maximum markup and submit report to audit.

Audit recommends formulation of an effective revenue/investment
policy of the authority in order to increase its revenue besides implementation of
DAC directives.

Note: The issue was also reported earlier in the Audit Report for Audit Year
2023-24 vide para number 2.5.6.8 having financial impact of Rs. 340.215
million. Recurrence of same irregularity is a matter of serious concern.

(PDP#07)
2.4.6.8 Un-justified encroachment on allotted land — 9,901 acres

According to Section-5(1) of Sindh Public Property (Removal of
Encroachment) Act, 2010, “If any person refuses or fails to vacate the public
property or remove the structure raised thereon after three days from the order
under section 3 duly served on him, or if review petition is filed against such
order, after such review petition is dismissed, he shall be evicted by such force
as may be necessary, by an officer authorized by Government in this behalf and
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the structure, if any, raised by such person on the public property shall vest in
Government, Council, autonomous body, or registered Cooperative Society as
the case may be.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that out of total controlled area of 34,070
acres, 9,901 acres of the Authority were under encroachment and occupied by
various Government departments/illegal settlements. Further, it was also noticed
that out of total controlled area, only 9,512 acres was mutated by the Board of
Revenue whereas, remaining area was not mutated in the name of Authority.
Details are as under:

Sr Scheme Scheme Area under Mutated
’ Name of scheme Launched Area area
# encroachment
Year (acres) (acres)
01 gg,i\h Latif Town (Scheme- 1996 7,500 1.347 9,512
02 NMHP (MDA Scheme-I) 1997 6,000 3,600 -
03 | Taiser Town (Scheme-45) 2005 20,570 4,954 -
Total 34,070 9,901 9,512

Audit is of view that the management failed to vacate the encroached
areas and mutate the allotted land in the name of the Authority which constituted
weak administrative controls and deprived general public of housing facilities at
affordable cost.

The matter was reported to the management in April, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that encroachment in respective area pertain to decades old. In this
regard, meetings with different government departments are being held to
resolve the issue.

DAC in its meeting dated 02.01.2025 directed the management to
provide sector-wise details of land (possessed, allotted, encroached & available
for development purpose) besides efforts so for being made to recover the
encroached land. DAC further directed that matter may also be taken at higher
forum for vacation of the encroached land at the earliest.
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Audit recommends that management should take effective measures to
vacate the unauthorized encroachment of its land so that same may be allocated
to public for housing purposes.

(PDP # 15 & 47)

2.4.6.9 Unjustified appointment of work-charged employees — Rs. 148.540
million

As per Appendix-18 (A) Section-1 of Sindh Financial Rules, Volume-
II, “Every Government servant realizes fully and clearly that he will be held
personally responsible for any loss sustained by Government through fraud or
negligence on his part, and that he will be also held personally responsible for
any loss arising from fraud or negligence on the part of any other Government
servant to the extent to which it may be shown that he contributed to the loss by
his own action of culpable negligence.”

During the audit of the Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that more than 500 work charged
employees were hired and an amount of Rs. 148.540 million was being paid as
their salaries. Following irregularities were noted:

I.  There was no justification for 599 work charge employees.
ii.  The practice of continuing same staff after every 89 days since last many
years is against the spirit of appointment of contingent paid staff.
iili.  The credentials of the hired staff were not available/provided to Audit.
Iv.  The appointments were made without any sanctioned post.
v.  No requirements for the specific job were provided.
vi.  The muster roll and the details of work performed were not maintained.
vii.  The contingent paid staff was hired despite ban.
viii.  The payments were made without budgetary provision.

Audit is of the view that appointment of the large number of contingent
paid staff is unjustified and burden on authority’s resources.

The matter was reported to the management in April, 2024. The
management replied that due to shortage of staff the necessary work charged
employees are engaged in order to run the operational system and the issue of
work charged employees is being reviewed thoroughly. Further, the number of
works charged employees has been decreased from 599 to 456 after pointation
of Audit.
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DAC in its meeting dated 02.01.2025 directed the management to
provide list of contingent paid staff along with their CNICs to Audit. The PAO
may rationalize the number of staff and DG MDA to ensure biometric
attendance.

Audit recommends formulation of effective HR policy of the authority
so that unnecessary appointment of contingent paid staff can be avoided besides
compliance with the DAC directives.

Note: The issue was also reported earlier in the Audit Report for Audit Year
2023-24 vide para number 2.5.6.1 having financial impact of Rs. 151.755
million. Recurrence of same irregularity is a matter of serious concern.

(PDP#12)
2.4.6.10 Non-transparent/doubtful pension payments — Rs. 122.907 million

As per Pension Manual 2006-No.85 (vii), “A pensioner must take
payment in person after identification by comparison with the Pension payment
order. In all such cases, the disbursing officer must take precaution to prevent
impositions and must, at least once a year, require proof independent of that,
furnish life certificate of the continued existence of the pensioner.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that abnormal variation in monthly
disbursement of pension was noted. Further, there is no practice to obtain
mandatory certificates (life/no-marriage certificate). Details are as under:

(Rs. in Million)

Pension Disbursement July, 2022 Month to month

to June, 2023 variation
July 3.213 -
August 7.510 133.72%
Sept 7.270 -3.19%
Oct 14.901 104.96%
Nov 11.320 -24.03%
Dec 8.889 -21.48%
Jan 9.826 10.55%
Feb 16.327 66.15%
March 2.493 -84.73%
April 16.931 579.16%
May 10.860 -35.86%
June 13.368 23.10%

Total 122.907
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Audit is of the view that non-existence of sound pension payment
mechanism reflected weak financial oversight.

The matter was reported to the management in April, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that variation of monthly pension payment has been occurred due to
increment in the pension from 01.07.2023, as per revised pay scale notification
No.FD (SR-11)/3-230/2023 dated 06.07.2023.

DAC in its meeting dated 02.01.2025 was not satisfied with the reply of
the management therefore directed the PAO to conduct fact finding enquiry in
the matter and furnish a detailed report to Audit.

Audit recommends technology based pension disbursement system be
implemented to ensure transparency and accuracy in pension payments besides
compliance with the DAC directives.

(PDP#13 & 45)

2.4.6.11 Irregular payment of various allowances - Rs. 19.796 million

According to Government of Sindh, Finance Department, Notification
No. FD(SR-111)5/20-2008 dated 15.07.2008 “All employees not provided with
Government accommodation shall continue to be entitled to house rent
allowance @ 45% of the minimum basic pay scale, 2008 in big cities of Sindh
under jurisdiction of metropolitan/ municipal corporations and 30% of minimum
of basic pay scale, 2008 in other cities. Further, Finance Department Govt. of
Sindh vide No. FD(SR-I11)-5-145-2012 dated 2nd March, 2012, in supersession
of this department circulars vide Nos. FD(SR-111)-5/1-2008 dated 04-01-2008
and No. FD(SR-I11)-5-139/2011 dated 12-02-2011, “Sanction of Government of
Sindh is hereby accorded for grant of utility allowance to the regular employees
of Sindh Civil Secretariat and Provincial Assembly Sindh.”

As per Rule-18-A(ii) of Revised Leave Rules 1980, “Encashment of
leave preparatory to retirement (LPR) not exceeding 365 days to retiring
employees shall be effective from the first day of July, 2012 and shall for the
entire period of leave refused or opted for encashment.”

During the audit of the Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that various allowances and leave
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encashment worth Rs. 19.796 million were paid to the officers / officials beyond
their entitlement. Details are as under:

(Rs. in Million)

Sr.# Particulars Amount
01 Payment of HRA @ 65% instead of 45% to the employees 1.544
02 Utility Allowance 6.563
03 Irregular encashment of leave 11.689
Total 19.796

Audit is of the view that the payment of allowances & leave encashment
in contravention of the entitlement is irregular.

The matter was reported to the management in April, 2024. The
management replied that administration approval has been accorded by the
Director General, who is competent as per rules and regulations.

DAC in its meeting dated 02.01.2025 directed the PAO to rationalize
various allowances in the Authority and furnish report to Audit.

Audit recommends rationalization of the HR expenditure in accordance
with government policy, besides compliance with the DAC directives.

Note: The issue was also reported earlier in the Audit Reports for Audit Years
2021-22 & 2023-24 vide para numbers 2.4.6.4 & 2.5.6.3 having financial impact
of Rs. 27.217 & 12.271 million respectively. Recurrence of same irregularity is
a matter of serious concern.

(PDP#9&14)

2.4.6.12 Irregular expenditure without competitive bidding — Rs. 20.436
million

Rule-17 “Methods of Notification and Advertisement” of Sindh Public
Procurement Rules, 2010 states that “(1) Procurements over three hundred
thousand rupees shall be advertised by timely notifications on the Authority’s
website and may in print media in the manner and format prescribed in these
rules. (2) The advertisement in the newspapers shall appear in at least three
widely circulated leading dailies of English, Urdu and Sindhi languages.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that expenditure of Rs. 20.436 million
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was incurred without competitive bidding in violation of SPPRA rules. Details
are as under:

(Rs. in Million)

Particulars Expenditure
Hiring of Security Guards 5.280
Hiring of buildings 10.324
Purchase of Generator 3.484
Purchase of stationery 1.347
Total 20.436

Audit is of the view that due to the violation of SPPRA rules, the
management could not achieve competitive rates. Besides, chances of extending
undue favor to the vendors cannot be ruled out.

The matter was reported to the management in April, 2024. The
management replied that tender was not invited however expenditure was
incurred after approval of D.G, MDA.

DAC in its meeting dated 02.01.2025 showed serious concerns on non-
satisfactory reply and directed that responsibility may be fixed on the persons at
fault.

Audit recommends strict implementation of SPPRA rules besides
compliance with DAC directives.
(PDP#31)

2.4.6.13 Irregular appointment and payment to advocates — Rs. 31.336
million

As per Law Department, Government of Sindh’s notification
No.S.GENL:5-217/78 (N) 33 dated 26-07-1980, “Whenever any vacancy in the
legal Adviser’s post is required to be filled, the concerned Department/Council
or organization shall send such requisition to the Law Department specifying
therein the relevant data as to nature of assignment, financial and other fringe
benefits it carries and the tenure for which the appointment is to be made.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that payment of Rs. 31.336 million was
made to advocates without consent of the law department contrary to the above
instructions. Following irregularities were also noticed:
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i.  Neither any selection criteria of advocates were available nor SPPRA
regulations were followed.
ii. Sindh Sales Tax and income tax was not deducted from their
remuneration.
iii.  Advocates were paid monthly basis without showing number of cases
attended by them and their current status.

Audit is of the view that hiring of advocates and their payment without
having any criteria for their selection is a violation of rules.

The matter was reported to management in April, 2024. The management
replied that due to non-existence of permanent law staff, and to file the case
properly penal advocates are being appointed as deemed fit to justify the cases
properly in the court of law, after fulfillment of codal formalities.

DAC in its meeting dated 02.01.2025 directed the PAO to conduct fact
finding enquiry in the matter and share report with Audit.

Audit recommends an effective policy formulation so that litigation cases
may be dealt with efficiently in the favor of Authority/Government.
(PDP#22)

2.4.6.14 Doubtful expenditure on account of Jungle clearance — Rs. 3.050
million

Appendix-18 (A) Section-I of Sindh Financial Rules, VVolume-II, states
that, “Every Government servant realizes fully and clearly that he will be held
personally responsible for any loss sustained by Government through fraud or
negligence on his part, and that he will be also held personally responsible for
any loss arising from fraud or negligence on the part of any other Government
servant to the extent to which it may be shown that he contributed to the loss by
his own action of culpable negligence.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that an expenditure of Rs. 3.050 million
was incurred on account of jungle clearance through employees instead of
vendors through competitive bidding. Further, neither the proper site of jungle
clearance was recorded nor sale proceed of the same was accounted for. The
details are given in Annex -4 of Section-I11 of Chapter-2.
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Audit is of the view that chances of embezzlement of expenditure on
jungle cutting cannot be ruled out due to non-observance of codal formalities
and availability of relevant record.

The matter was reported to the management in April, 2024. The
management replied that expenditure was incurred to clear site for up-lifting the
schemes. Further, no trees were removed from site as area was full of shrubs.

DAC in its meeting dated 02.01.2025 directed the PAO to conduct
enquiry and submit report to Audit.

Audit recommends implementation of DAC directives.
(PDP#36)

2.4.6.15 Un-authorized expenditure through employees instead of vendors
—Rs. 6.739 million

As per Rule-303 of the Central Treasury Rules, “Contingent bill for
payment to suppliers etc., which cannot be met from the permanent Imprest may
be endorsed for payment to the party concerned and the DDOs are suggested that
in case of payments to the suppliers may be issued through crossed cheques in
the name of firms concerned. This will avoid un-necessary delays and risk
involved in the drawl and disbursement of cash.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that cheques amounting to Rs.6.739
million were issued in favor of officers/officials instead of actual
supplier/vendors. The details are given in Annex-5 of Section-111 of
Chapter-2.

Audit is of the view that expenditure through employees instead of
vendors reflected existence of weak financial controls.

The matter was reported to the management in April, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that all the payment were made after approval of the competent authority.

DAC in its meeting dated 02.01.2025 directed to stop this practice

immediately and payment so for made be adjusted along with recovery of
leviable of duty taxes and same may be verified from Audit. However, no
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documentary evidence in support of its contention was produced till the
finalization of this report.

Audit recommends implementation of DAC directives besides placing
technology-based controls to stop such practices.
(PDP#17)

2.4.6.16 Unjustified expenditure on electricity — Rs. 40.543 million

As per Rule-88 of Sindh Financial Rules, “Every public officer is
expected to exercise the same vigilance in respect of expenditure incurred from
public money as a person of ordinary prudence would exercise in respect of
expenditure of his own money.”

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that MDA provided land in its New Malir
Housing Project, MDA Scheme-I for establishment of Tent City for flood
affectees of 2022 and incurred an expenditure of Rs. 40.543 million for provision
of electricity in the Tent City on verbal request of DC Malir. The details of
expenditure are as under:

(Rs. in Million)
Sr Purpose of payment Cheqg. No. Date Amount
No.
01 | Providing Electricity in “Tent City” no.
Sector # 18 NMHP Scheme-1, MDA 25362545 | 22-09-2022 29.047
02 Etllt};l’r’lg U/G Cable to electricity in “Tent 25382476 | 14-10-2022 11.495
Total 40.543

This expenditure is unjustified on following grounds:

(i)  Funds for rehabilitation/relocation of flood affectees were allocated to the
PDMA and District Administration. Expenditure from MDA budget was
not justified as same are not designated for such assignments.

(i)  Payments also raise concerns about double payments from both MDA and
District Administration or from any other organization on same
assignment of works.

(i) Request of DC Malir along with necessary justification for above payment
was not available in record.

(iv) Present status of electric poles, cables, PMTs and other installations
provided under above arrangement were not known.
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Audit is of the view that huge payment from the funds of MDA was
unjustified without proper approval from the competent authority.

The matter was reported to the management in April, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that during a high-level meeting, tent city was established on New Malir
Housing Society-I, for a limited time, wherein MDA was directed for payment
to K-Electric on the request of the DC Malir.

DAC in its meeting dated 02.01.2025 directed the management to
provide following information/documents:

(i) Certificate from PDMA and DC Malir that no duplicate payment
was made.

(ii) Post-facto approval of Chief Minister, Sindh.

(iii) Present status of the electric installations after vacation of tent city
by the flood affectees.

Audit recommends implementation of DAC directives.
(PDP#16)

2.4.6.17 Non-conducting of Financial Attest Audit of Accounts from
Chartered Accountants

As per rule 37 (2) of Malir Development Authority Act, 1993, the
accounts maintained under sub-section (1) shall be audited by not less than two
Chartered Accountants. (3) A statement of accounts duly audited by the auditors
under sub-section (2) shall be furnished to Government, as soon as may be, after
the end of every financial year.

During the audit of Malir Development Authority, Karachi for the
financial year 2022-23, it was observed that management failed to carry out
mandatory financial attest audit of accounts of the authority from the chartered
accountants in violation of above Act.

Audit is of the view that failure in conducting certification audit of annual
accounts reflected lack of transparency, neutrality and authenticity in financial
statements. Thus, true and fair view of its financial position cannot be
ascertained.
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The matter was reported to the management in April, 2024. The
management replied that all bills are audited by the concerned section and
approved by the Competent Authority for disbursement of payments.

DAC in its meeting dated 02.01.2025 showed serious concerns against
non-appointment of chartered accountants which was mandatory as per MDA
Act. In view of above, DAC directed that PAO may look into the matter and
initiate the process of appointment of reputable Chartered Accountants as per
rules.

Audit recommends compliance with DAC directives.
(PDP#42)
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2.5  Section-1V: Lyari Development Authority

2.5.1 Introduction

Lyari Development Authority has the mandate to carry out development
works in two major schemes namely Hawkes Bay Scheme No. 42 (20,900 acres)
and Halkani Town Scheme No. 43 (11,450 acres). These schemes were
previously under the operational jurisdiction of Karachi Development Authority,
but were transferred to LDA subsequent to the passing of Lyari Development
Authority Act, 1993.

The main objectives of LDA are to:

Vi.

Vii.

Prepare or cause to be prepared and execute schemes for the
development of the area and improvement of socio-economic
conditions of the areas given in the Schedule.

Formulate, implement and monitor public works pertaining to
the development of land for residential, commercial &
industrial areas, directly though it is agencies or through private
sector or in collaboration with other national, international
agencies & Non-Government Organizations.

Provide technical expertise & human resources for
development and coordination.

Render financial assistance for development and improvement
of areas and to raise the income level of the people within its
jurisdiction.

Undertake the execution of schemes entrusted to it by the
Federal or Provincial Government or any local authority or
autonomous body.

Undertake research in planning and socio-economic
development by engaging professional organizations.

Perform such other functions as may be considered necessary
for achieving the objectives of the Authority or as assigned to
it by the Government.

2.5.2 Governing Laws & Policies

Lyari Development Authority Act-1993.
Sindh Public Procurement Act, 2009.
Sindh Financial Rules.
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iv. CPW Code-A &D.
v. Sindh Town Planning Act-1915.

2.5.3 Comments on Budget and Expenditure (Variance Analysis)

(Rs. in Million)

. Actual Excess (+

Particulars Budgeted Exp/Revenue Savings((-))
Salary 349.815 227.976 (121.838)
Non-salary 156.576 131.028 (25.549)
Development 655.558 480.009 (175.549)
Total Expenditure 1161.949 839.013 (322.936)
Revenue 1,555.995 908.656 (647.339)

2.5.4 Classified Summary of Audit Observations

Observations amounting to Rs. 255.585 million were raised as a result of
audit. The issues highlighted includes non-preference to its core activities,
excess payments to the contractors against civil works, non-observance of
procurement regulations etc. Summary of the audit observations classified by
nature is as under:

(Rs. in Million)
Sr#  |Classification Amount
1 |Procurement related irregularities 255.585
2 INon-utilization of available land for public housing scheme -
Total 255.585

2.5.,5 Brief comments on the status of compliance with PAC Directives

Lyari Development Authority falls under the administrative jurisdiction
of the Local Government and Housing Town Planning Department. PAC
meeting of Local Government Department on the accounts of LDA was
convened on audit reports for the years 2019-20 & 2020-21. Further, the status
of printed paras is as follows:

Year No of Paras | Total Paras discussed
2013-14 3 Nil
2016-17 7 Nil
2017-18 3 Nil
2020-21 6 Nil
2022-23 8 Nil
2023-24 8 Nil
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2.5.6 Audit Paras

2.5.6.1 Non-utilization of available land for public housing scheme

According to Section-8(1) of the Lyari Development Authority Act, 1993
“Without prejudice to the generality of the foregoing powers and subject to the
general or special directions of Government, the Authority shall: (ii) formulate,
implement and execute schemes in the field of housing, land development, urban
development village development, of industrial, commercial, and residential
areas and any other development which leads to the uplift of the socio- economic
condition of the people of the area.”

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that the management acquired 6,243
acres land for 99 years lease in Hawksbay Scheme-42 from the BoR, GoS.
However, the said available land was not utilized for public housing schemes
despite payment of Rs. 605.462 million on account of allotment, mutation fee,
occupancy value and lease charges by the Authority. Details are tabulated as
follows:

(Rs. in Million)
Challan No. Purpose of Purpose of
& Date Name of payee land Amount payment
3090 Dated Secretary, Land Utilization 90.000 | Ajotment &
24-01-2023 Department, Board of 32.004 | Mutation Fees
Revenue GOS Land Hawksbay :
Sub-Total Schemhe-?l 122.004
- - Karachi for
169/23 Dated Sltj/lt;”g];f;koi: r'lﬂezgrlrr]):rri housing purpose 30.216 | 99 Years lease
07-06-2023 " ' (6,243 Acres) 453242 | ©Occupancy
Karachi value
Sub-Total 483.458
Total 605.462

Audit is of the view that non-utilization of land despite availability and
clearance from the competent forum constituted failure in generation of revenue
for the Authority and launching of low-cost housing scheme for the community.

The matter was reported to the management in May, 2024. The
management failed to submit reply in DAC meeting.
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DAC in its meeting dated 02.01.2025 directed the management to submit
reply along with record for verification. However, no documentary evidence in
support of its contention was produced till the finalization of this report.

Audit recommends utilization of land for its intended purposes so that
cost effective housing facilities may be provided to the citizens.
(PDP#13)

2.5.6.2 Irregular execution of work beyond 15% of original contract —
Rs. 173.963 million

According to Rule-16 (1) (e) (i) of the Sindh Public Procurement Rules,
2010, “The cost of additional quantities of item (s) shall not exceed 15% of the
original contract amount.”

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that work was awarded at cost of Rs.
457.998 million. However, extra items of Rs. 173.963 million (37.98%) were
executed which is beyond the permissible limit of 15% of the original contract
amount. Details are given as under:

(Rs. in Million)
IPC No. Original | Revised . Excess
& Date Name of work & contractor work work Difference (%)
Construction of 24 ft. wide
single track on Boulevard-H of
24t Hawksbay Housing Scheme-42
Dated (From 5th Avenue to Mubarak 0
13-04- Village Road), Hawksbay 457.998 | 631.961 173.963 | 37.98%
2023 Scheme-42, LDA, Karachi
(M/s. Indusmens Corporation)

Audit is of the view that execution of work beyond prescribed limit
without calling fresh tender is held irregular and violation of SPPRA rules.

The matter was reported to the management in May, 2024. The
management replied that extra items were allowed due to escalation in prices and
site requirements and did not exceed the permissible limit of 15%. The reply of
the management is not tenable as the awarded cost of work was Rs. 457.998
million whereas, with the incorporation of extra items of Rs. 173.961 million,
excess cost crossed permissible limit of 15% (i.e. 37.98%).
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DAC in its meeting dated 02.01.2025 directed the management to
provide work orders, estimates, BOQ and PC-I to audit for further verification
and reconciliation of the same. However, no documentary evidence in support
of its contention was produced till the finalization of this report.

Audit recommends fixing of responsibilities on the persons at fault.

(PDP#03)

2.5.6.3 Non-imposition of liquidity damages charges - Rs. 52.435 million

According to Para-H (5) of the instruction to the procuring agencies,
“The conditions of contract contain no overall limit on the contractor’s liability.
The amount of liquidated damages per day of delay shall be entered by the
engineer/procuring agency in contract data. Usually, the liquidated damages are
set between 0.05 percent and 0.10 percent per day and the maximum limit is 10
percent of the contract price stated in the letter of acceptance.”

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that penalty of Rs. 52.435 million was
not imposed on the contractors against the schemes which were not completed
on the stipulated dates. Details are tabulated as under:

(Rs. in Million)
W.0
Actual Delay
No. Name of work & contractor date of SDOC in Works | Penalty
& start months Cost amount
Date @10%

Widening/improvement of main
182 Ingksbgy road Karachi frc_)m
p1. | T'dunctiontoSthAvenuein | 51 5015 | 21.pec-14 | 120 | 492516 | 49.252
06-12 Hawksbay Scheme-é}z,
(M/s. Naseeb & Kainat
Enterprises
Construction of internal

development works at SMBBT,

69/ construction of office building
20- - 20-Aug-21 | 20-Feb-22 35 19.582 1.958
08-p1 | A Jacobabad, Garhi Yaseen,
Jamra, Khairpur & Maari
(M/s. Al Khalig Enterprises)
Development/ infrastructure of
s | Pkl Ply Sourd MBS,
arachi at ST-01, ST-02, ST-
02:12-1 04, ST-8 & ST-09 of Block-10 04-Jun-21 | 31-Mar-22 34 12.246 1.225

(M/s. H.B.K Babar &
Brothers)

Total | 524.344 | 52.435
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Audit is of the view that non-imposition of penalty against delayed works
reflected that undue favor was extended to the contractors.

The matter was reported to the management in May, 2024. The
management replied that work was delayed due to shortage of funds, local
hindrances, COVID, encroachments, litigations, mutation issues, disputes and
other reasons. The project was also delayed due to its transfer to Local
Government from Board of Revenue.

DAC in its meeting dated 02.01.2025 directed the management to submit
revised reply along-with specific justification. However, no documentary
evidence in support of its contention was produced till the finalization of this
report.

Audit recommends recovery and strict implementation of procurement
regulation to avoid such irregularities in future.

Note: The issue was also reported earlier in the Audit Report for Audit Year
2023-24 vide para number 2.4.6.6. Recurrence of same irregularity is a matter of
serious concern.

(PDP#11)

2.5.6.4 Irregular execution of item without provision in revised estimate —
Rs. 8.595 million

According to the Item-14 of the revised estimate of scheme namely
construction of internal development works at SMBBT, Qambar @ Shahdadkot,
Naseerabad (Contract Package No. SMBBT/QAMB/INF-002)’, provision of
R.C.C pipes of 8” dia was incorporated in the estimate up to 8,770 Rft. including
water stopper of 9” dia i.e., ‘expansion joints’ up to 2,086 Rft.

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that as per the revised estimate of the
scheme, the sewerage work was to be executed with 8 dia R.C.C pipes including
expansion joints of 9” dia. Contrary to the above, the R.C.C pipes of 12” dia
were laid up to the quantity of 8,595 Rft. amounting to Rs. 8.595 million. Further,
it was also noticed that expansion joints of 9” dia were utilized in the same
sewerage component which were not compatible with dia of the laid R.C.C
pipes, which resulted in unjustified payment. Details are tabulated as follows:
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(Rs. in Million)

IPC Name of Work & Name of Amount Qty. Amount
No. & - due as per Rate .
Contractor item . (Rft.) paid
Date estimate
Construction of internal Item
development works at No.14:
4 [23- SMBBT, Qambar @ Sewerage
01-23 Shahdadkot, Naseerabad work: Nil 8,595 | 1,000 8.595
(Contract Package R.C.C
No.SMBBT/QAMB/INF-002) pipes of
(M/s. Ali Dino & Co.) 12” dia
Total 8.595

Audit is of the view that execution of item without provision resulted in
overpayment to the contractor and constituted weak financial management.

The matter was reported to the management in May, 2024. The
management replied that 8” R.C.C pipe was utilized whereas, 12” R.C.C pipe
was neither utilized nor paid.

DAC in its meeting dated 02.01.2025 directed the management to
produce estimate and R.A bills for verification. However, management failed to
substantiate its contention.

Audit recommends proper justification in the matter.
(PDP#07)
2.5.6.5 Irregular payment on extra item-Rs. 13.462 million

According to Para-8 (4) Section - Introduction under the Schedule of
Rates - 2012, “The schedule of rate may be found inadequate to carry out certain
item of works. In such cases, the only competent body to review the position is
the standing rate committee. All such cases should, therefore, be referred to the
Secretary, standing rate committee, for decision of the committee.”

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that the management executed
schedule item of Rs. 42,950 P. Rft., whereas as per the CSR, 2012, the rate of
same was Rs. 5,554.03 Rft. (after including maximum 20% ceiling and cartage
of up to 7 miles). Thus, the management allowed enhanced rate without approval
of Standing Rates Committee. Audit calculated the difference of Rs. 37,395.97
P. Rft. on maximum dia of 42” R.C.C pipes which resulted in financial impact
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of Rs. 13.462 million against 360 Rft executed R.C.C pipes. The details are given
in Annex-1 of Section-1V of Chapter-2.

Audit is of the view that acceptance of schedule item on enhanced rate
without approval of the Standing Rates Committee not only resulted into
irregular payment but also reflected that undue favor was extended to the
contractor(s).

The matter was reported to the management in May, 2024. The
management replied that 72” PRCC pipe was used instead of 42”. The rate of
same was approved from the competent authority.

DAC in its meeting dated 02.01.2025 directed the management to
produce rate analysis, BOQ and estimate of the package for verification.
However, no documentary evidence in support of its contention was produced
till the finalization of this report.

Audit recommends implementation of DAC directives.
(PDP#06)

2.5.6.6 Irregular expenditure without competitive bidding — Rs. 3.094
million

According to Rule-17 (1) of the Sindh Public Procurement Rules 2010,
“Procurements over three hundred thousand rupees and up to two million rupees
shall be advertised by timely notifications on the Authority’s website and may in
print media in the manner and format prescribed in these rules.”

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that expenditure amounting to
Rs. 3.094 million was incurred on hiring of security services without competitive
bidding. Details are as under:

(Rs. in Million)
Name of Eirm Descrip_tion Monthly Months Totgl
of Services rate expenditure
M_/s. Al- Hataf Security
Securl_ty Management Charges 0.258 12 3.094
Services (Pvt.) Ltd.
Total 3.094
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Audit is of the view that hiring of security services without floating on
SPPRA website and in print media reflected negligence on part of the
management, thus depriving the organization of competitive and economical
rates.

The matter was reported to the management in May, 2024. The
management replied that these services were hired on quotations basis after
approval of the competent authority.

DAC in its meeting dated 02.01.2025 decided to conduct departmental
inquiry by D.G of authority and share report to audit.

Audit recommends strict adherence to procurement regulations, besides
implementation of DAC directives.
(PDP#08)

2.5.6.7 Unjustified payment of carriage charges on extra items — Rs. 2.668
million

As per Government of Sindh Composite Schedule of Rates-2012, the
following percentage of profit and sundries shall only be allowed while
preparing the rate analysis:

Sr. # Particulars Allowed %
01 | On all and Sundries 10
02 | On contractor Profit 10

Further, as per Sub-clause 11.3.3(A) of SPPRA Guidelines for
procurement 2011, “Cost of cartage is not paid separately as same is adjusted in
the quoted premium but cost of escalation on materials is paid separately as per
consumption.”

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that the management paid carriage
charges of Rs. 2.668 million on account of extra items. However, as per
procedure the rate analysis of extra item was required to cover the total cost of
item. Therefore, the provision of the carriage as a separate item was unjustified.
Further, it was also observed that carriage paid against the quantity of the extra
items does not match with extra executed quantities. Details are tabulated as
follows:
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(Rs. in Million)

Amount
Bill No. Name of Work/ Name of item due as Qty. Rate Amount
& Dated Contractor per (Cft.) | allowed paid
estimate
Construction of internal Stone masonry Nil 1,799 275 0.495
development works at Supply and fixing
SMBBT, construction of | of flush doors & Nil 565 280 0.158
office building at windows
Jacobabad, Garhi Iron work for .
6" Yaseen, Jamra, Khairpur | doors & windows Nil o84 350 0.204
23-05-23 -
& Maari ( Package
No.SMBBT/BLD-002) | carriage on extra
items (Lead up to Nil 156,967 17 2.668
M/s. Al Khaliq 5 km)
Enterprises
Total 2.668

Audit is of the view that provision of carriage as a separate item is
irregular and constituted weak financial management.

The matter was reported to the management in May, 2024. The
management replied that to support project’s success and ensure stability, the
contractor was allowed carriage charges beyond permissible limit of estimate.

DAC in its meeting dated 02.01.2025 after detailed discussion directed
the PAO to conduct inquiry in this matter and submit report to Audit.

Audit recommends recovery of excess amount besides fixing of
responsibility on the persons at fault.
(PDP#10)

2.5.6.8 Excess execution of excavation for laying of R.C.C pipes - Rs. 1.368
million

According to Drawings of the scheme, “The sewerage work was to be
executed up to the maximum depth of 10.98 ft. from the Finished Road Level
(FRL).”

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that Natural Ground Level (NGL) was
3’- 9” below the Finished Road Level (FRL), comprising of compacted average
earth fill of 24”, sub-base course of 6”, aggregate base course of 8” and asphaltic
base course of 1.5” which is equivalent to 3°.9”. Thus, the required excavation
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for pipelines and collecting tanks was to be made up to the depth of 7’ and 6”
after adjusting the difference of NGL and FRL instead of 10.98". This resulted
in excess excavation of 3°.9” with financial impact of Rs. 1.368 million.

Further, the length of R.C.C pipe was reduced in revised estimate (6,965
Rft. i.e., 9” dia = 6,940 Rft. and 12” = 25 Rft.) than the quantities provided in
the original estimate (6,797.26 Rft. i.e., 9” dia=6,782.26 Rft. and 12 = 15 Rft.),
therefore, excess execution of excavation cannot be justified. Details are as

under:
(Rs. in Million)
Construction of internal development works (Roads, sewerage & water supply) at Shaheed Mohtarma Benazir
Bhutto Town, Miro Khan Contract Package No.SMBBT/MRK/INF-002 (M/s. S. Zaman & Brothers) IPC No.
06™ & Dated 05-11-2022

Oty. as per Oty. as per .
Name of item original revised eerctL)J/fe d Eéi;e/ss Unit Rell?tg M| Amount
estimate estimate ) '
Excavation for pipe | ;¢ 443 175,480 175480 | 59077 | Cft. 6 0.355
line in trenches
Refilling of
excavated stuff in 76,274 159,266 159,266 82,992 Cft. 5 0796
trenches '
Excavation for 27,219 31,025 31,025 3,806 Cft. 7 0217
tanks & reservoirs
Total 1.368

Audit is of the view that excess execution of excavation without
consideration of difference of NGL and FRL as per engineering practice resulted
in excess payment to the contractor.

The matter was reported to the management in May, 2024. The
management replied that length and dia of pipe can be modified to accommodate
site requirements whereas, the same was within permissible limit of 15%.

DAC in its meeting dated 02.01.2025 directed the management to
produce drawing and design of the package for verification. However, no
documentary evidence in support of its contention was produced till the
finalization of this report.

Audit seeks recovery of excess payment besides strengthening the

internal controls.
(PDP#04)
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2.5.6.9 Non-conducting of Financial Attest Audit of Accounts from
Chartered Accountants

According to Section 38 (2) of the Lyari Development Authority Act,
1993 “The accounts maintained under sub-section (1) shall be audited by not less
than two Chartered Accountants. A statement of accounts duly audited by the
auditors under sub-section (2) shall be furnished to the Government, as soon as
may be, after the end of every financial year.”

During the audit of Lyari Development Authority, Karachi for the
financial year 2022-2023, it was observed that management failed to carry out
mandatory financial attest audit of accounts of the authority from the chartered
accountants since inception of Authority in violation of above Act.

Audit is of the view that failure in conducting certification audit of annual
accounts reflected lack of transparency, neutrality and authenticity in financial
statements. Thus, true and fair view of its financial position cannot be
ascertained.

The matter was reported to the management in May, 2024. The
management replied that note for hiring of CA firm has been submitted to the
Minister, LGH&TP.

DAC in its meeting dated 02.01.2025 showed serious concerns against
non-appointment of Chartered Accountants which is mandatory to appoint as per
LDA Act. In view of above, DAC directed that PAO may take action and appoint
the chartered Accountants as per rules.

Audit recommends implementation of DAC directives.
(PDP#17)
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Chapter-3. EDUCATION WORKS DIVISIONS
3.1 Introduction

The Education Works falls under the administrative control of School
Education and Literacy Department, Government of Sindh. Its core mandate
involves the construction and management of infrastructure related to schools in
the province.

(Rs. in Million)

— . Expenditure audited
Description | Total Nos | Audited FY 2023-24

Formations 33 19 9,239.149

3.2  Comments on Budget and Expenditure (Variance analysis)

The accounts for the financial year 2023-24 were audited on test check
basis. Following is the position of budget, expenditure and receipt of the
divisions.

(Rs. in Million)

Original Budget Final Budget Releases Actual Expenditure EXC?SS/
(Savings)

15,279.332 18,208.853 17,844.932 16,924.864 (920.068)

Education works divisions were unable to spend the allocated budget in
time, resulting in overall savings of Rs. 920.068 million.

3.3  Classified Summary of Audit Observations

Observations worth Rs. 6,515.666 million were raised as a result of audit.
This amount also includes recoveries Rs. 13.214 million as pointed out by the
audit. The issues highlighted includes irregular/excess payments, non-adherence
to SPPRA rules, inordinate delays in completion of civil works, non-recovery of
due taxes/duties, poor project planning & oversight etc. Classification of the
audit observations is as under:
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(Rs. in Million)

Sr.#  [Classification Amount

1 |Non production of record -
2 [Inordinate delay in executions 2,843.716
3 Purisdiction issues in execution 499.909
4 |Procurement related irregularities 1976.449
5 |Recovery 13.214
6 |Others 1182.378

Totall  6,515.666

3.4 Comments on the Status of Compliance with PAC Directives

PAC for School Education and Literacy Department was convened.
Separate status of the printed paras for Education Works Divisions is as follows:

Year No of Paras | PAC Para discussed
2017-18 24 Nil
2018-19 20 Nil
2019-20 17 Nil
2020-21 6 Nil
2021-22 24 Nil
2022-23 33 Nil
2023-24 31 Nil

The status of Audit Reports requiring compliance of the PAC directives
by the department is tabulated as follows:

Compliance Compliance
or | pun | To | Moot | Cofbac | otbac | P |
# Report discussed Compliance directives directives Compliance
made not made
1 2016-17 6 6 0 6 0
Total 6 6 0 0 0
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35 Audit Paras
3.5.1 Non-Production of record

As per Section-14 (2) and (3) of the Auditor-General’s (Functions,
Powers and Terms and Conditions of Service) Ordinance, 2001:

(2) The officer in-charge of any office or department shall afford all
facilities and provide record for audit inspection and comply with
requests for information in as complete a form as possible and with
reasonable expedition.

(3) Any person or authority hindering the auditorial functions of the
Auditor-General regarding inspection of accounts shall be subject
to disciplinary action under relevant Efficiency and Discipline
Rules, applicable to such person.

During the audit of the Executive Engineer, Education Works Division,
Kashmore for the financial year 2022-23, auditable record pertaining to
development & non-development expenditure of Rs. 623.717 million was not
provided despite requisitions. Due to non-production, the record of expenditure
remained un-audited.

Audit is of the view that non-production of record is a violation of AGP
ordinance and reflects negligence on part of the management. Due to non-
production of record, the authenticity of expenditure could not be ascertained.

The matter was reported to the management in May, 2024. The
management replied that the concerned XEN was transferred from Kashmore
and all record was in his custody. Further, record is now available in office and
can be verified in next audit.

DAC in its meeting held on 17" December, 2024 directed that PAO to
issue explanation to concerned XEN for his absence in DAC meeting and further
directed to provide relevant record to audit. No record was produced till the
finalization of this report.

Audit recommends the production of record besides, initiating

disciplinary proceedings against the person(s) at fault in accordance with
provisions stipulated in Section 14 of AGP ordinance.
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Note: The issue was also reported earlier in the Audit Reports for Audit Years
2021-22, 2022-2023,2023-2024 vide para numbers 3.5.1,3.5.1,3.5.1 having
financial impact of Rs. 797.316 million. Recurrence of same irregularity is a
matter of serious concern.

(PDP#78, AIR#01)

3.5.2 Inordinate delay in execution of public importance schemes-
Rs. 2,472.685 million

As per Rule-11 of General Financial Rules, Volume-I, “Each head of a
department is responsible for enforcing financial order and strict economy at
every step. He is responsible for observance of all relevant financial rules and
regulations both by his own office and by subordinate disbursing officers.

During the audit of the various offices of the School Education &
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that expenditure of Rs. 2,472.685
million was incurred on construction / rehabilitation and renovation of schools
however, the same could not be completed despite lapse of 3 to 16 years. The
details are given in Annex-1 of Chapter-3.

Audit is of the view that students were deprived of upgraded school
infrastructure which has consequences on enrollment and overall educational
outcomes.

The matter was reported to the management during May to November,
2024. The management in all cases informed that major reason for delay in
execution of schemes was non-release of the funds by Finance Department Govt.
of Sindh, Karachi.

DAC in its meeting held on 17" December, 2024 directed all the relevant
offices to (i) provide copy of PC-I and contract agreement to ascertain actual
date of completion (ii) justify reason for delay in execution of work (iii) details
of funds released from Finance Department.

No relevant documentary evidence in the light of DAC directives was
produced to audit.

Audit recommends completion of the public importance schemes on
priority basis to enhance educational outcomes by allocation of required
financial resources.
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Note: The issue was also reported earlier in the Audit Report for Audit Year
2021-22, 2023-24 vide para number 3.5.11, 3.5.10 having financial impact of
Rs. 2,064.667 million. Recurrence of same irregularity is a matter of serious
concern.

3.5.3 Unauthorized execution of works beyond jurisdiction - Rs.1,499.909
million

As per 18-A of Sindh Financial Rules Vol-1, “Every Government servant
should realize fully and clearly that he will be held personally responsible for
any loss sustained by Government through fraud or negligence on his part and
that he will also be held personally responsible for any loss arising from fraud or
negligence on the part of any other Government servant to the extent to which it
may be shown that he contributed to the loss by his own action or culpable
negligence.”

During the audit of the following offices of School Education and
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that expenditure of Rs. 1,499.909
million was incurred by various offices beyond the operational jurisdiction of
the Education Works Divisions. Details are as under:

(Rs. in Million)
I\?c.). Ngfrzgeof Description PZP pg:*g# Amount
1 Division | Construction of Parking Plaza at Flower Market
Larkana | Bunder Road Larkana (2021-22 Programme) (D/A | 32 8 67.785
14.10.2021) ADP No: 2104
2 Division- | Executed works at different locations in Sindh likewise
V, at T.M Khan, Badin, Sanghar by this office beyond the

Korangi, | operational jurisdiction of Education Works Division ” ! 200.887

Karachi Korangi, Karachi

3 Division | Executed works at different locations in Sindh
West, including Jacobabad, Kandhkot, Kambar @
Karachi Shahdadkot Thatta, Badin, Khairpur, Dadu and
Keamari by this office beyond the operational | 149 1 781.533
jurisdiction of Education Works Division West office
as well as majority of the schemes are located out of
Karachi Division

4 Division- | Executed works at different locations in Sindh likewise
v, at Hyderabad, Shaheed Benazirabad, Sukkur by this
Karachi office beyond the operational jurisdiction of Education
(South) Works Division South, Karachi.

242 1 449.704

Total | 1,499.909
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Audit is of the view that due to the execution of the works beyond
territorial jurisdiction and without obtaining NOC from concerned departments,
the purpose of establishing offices at different locations became irrelevant and
chances of compromised quality of work and duplicate execution cannot be ruled
out.

The matter was reported to the management during May to November,
2024. The management replied that the PC-1 of the scheme was approved by
DDWP Forum on 14.10.2021 (Sr.1). Secretary Education has assigned them the
additional responsibility of executing and supervising development works of the
Department of Empowerment of Persons with Disabilities, Government of
Sindh. (Sr.2,3&4).

DAC in its meeting held on 17" December, 2024 directed the
management to get the stance verified from audit. However, management failed
to justify execution of work beyond their functional and territorial jurisdiction.

Audit recommends implementation of the Rules of Business of
Government of Sindh, besides fixing of responsibility on the person(s) at fault.

3.5.4 Non-initiation of action against abandoned schemes — Rs. 205.158
million

As per Rule-23 of General Financial Rules, Volume-I, “Every
Government officer should realize fully and clearly that he will be held
personally responsible for any loss sustained by Government through fraud or
negligence on his part and that he will also be held personally responsible for
any loss arising from fraud or negligence on the part of any other Government
officer to the extent to which it may be shown that he contributed to the loss by
his own action or negligence.”

During the audit of the following offices of the School Education and
Literacy Department (Education Works), Government of Sindh, for the financial
years 2021-23 & 2023-24, it was observed that various schemes worth Rs.
205.158 million were awarded to contractors. However, in subsequent years,
these schemes were abandoned, adversely affecting the education of students.
Details are as under:
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(Rs. in Million)

Sr Name of AIR PDP | Financial

# office Para# # Year Particulars Cost
1 | Electric Various electrical works in different
Works schools worth Rs.17.426 million were
Division, 2021-22 awarded but contractor abandoned the said
Larkana 10 11 & scheme despite expenditure of 9.137 | 17.426

2022-23 | million. In this regard, the XEN reported
damages to the project. The record is silent
on so far expenditure made.

2 | Electric 2021-22 Schemes totaling Rs. 22.552 million were
Works approved, with expenditure amount to Rs.
A 34 4 & L 22.552
Division, 15.387 million incurred by June 2022.
2022-23
Larkana
3 | Electric Management awarded various works
Works 21& } which were abandoned despite incurring
Division, 125 25 2023-24 all expenditure of the scheme. No action 165.18
Thatta was taken against defaulting contractors.

Total | 205.158

Audit is of the view that due to poor financial management, these public
importance works could not be completed and intended benefits were not
achieved. Further, the chances of loss to the exchequer cannot be ruled out as the
incomplete structures/ works will lose its strength with the passage of time.

The matter was reported to the management during May to November
2024. Management replied that the works are ongoing and bid security of the
contractor was secured to ensure compliance with the required standard. (Sr. 3).
Remaining office did not submit their replies.

DAC in its meeting held on 17" December, 2024 showed serious concerns
on absence of XEN in DAC meeting and directed to issue explanation for office
at Sr.1&2 and further directed to furnish the justification along with verification
of record from the audit.

Reply/record of management was not tenable as PC-I/ original/revised
TS, work orders, monthly accounts, security deposit register and MBs were not
furnished to ascertain the exact reasons for abandonment of schemes.

Audit requires completion of schemes on priority basis besides taking
legal action against the contractors and the concerned officers/officials .
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3.5.5 Doubtful payment in execution of work on papers — Rs. 4.977 million

According to Para-17 of C.P.W.A Code, “The Divisional officer, as the
primary disbursing officer of division, is responsible not only for the financial
regularity of the transactions of the whole division but also for the maintenance
of the accounts of the transactions correctly and in accordance with the rules in
force.”

During the audit of the Executive Engineer, Education Works Division,
Shikarpur for the financial year 2022-23, it was observed that works worth Rs.
4.977 million were executed however payment was made on the same date i.e.
12-06-2023. Execution of civil works in a single day reflected that only
payments were made without physical execution of the works. Further, M.B
against one work involving Rs. 0.500 million was even recorded before award
of the work. The details are given as under:

(Rs. in Million)
W-0 1 BiiiNo. | MBNo.& W.0 Bill
'\lljoétf & Date Date Name of Work & Contractor Amount | Amount Remarks
. A . M.B
Repair/ rehabilitation/ reconstruction
1922/ 1t/ 2‘5,‘245/1 0 of Field Offices of Education & 0.500 0521 r%cec;:)drzd
12-06-23 | 13-06-23 12-05-23 Literacy @ D.E.O Primary ' ' award of
(M/s. Aamir Ashraf & Co.) work
1923/ 1st/ No.247 M&R to GGPS Chand Goth, Taluka

Lakhi, District Shikarpur 1.979 1.817

12-06-23 | 13-06-23 | 12-06-23 (M/s. Muhammad Haroon Bhutto)

Maintenance & repair of Govt. Boys

1917/ 1 ’(;Ig?/(())zs /0110 Primary School Shah Nawaz Brohi, 1.499 0.817 e)z/::urtlfed
09-06-23 | 13-06-23 09-06-23 Taluka & District Shikarpur (M/s. ' ' on same
Saddam Hussain)
Repair/ rehabilitation/ reconstruction day of
award

No.29/1 to of Field Offices of Education &
31/2 Literacy @ D.E.O General (B. Work) 0.999 1.044
12-06-23 Taluka & District Shikarpur (M/s.
Tarique Mustafa Malano)

1925/ 1
12-06-23 | 13-06-23

Total 4.977 4.199

Audit is of the view that the entire payments were made without actual
execution of works which reflected non-existence of financial controls in the
organization.

The matter was reported to the management in May, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that M.B in respect of work order no. 1922 dated 12-06-2023 was
mistakenly recorded in R.A bill. The funds against the respective schemes were
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released in the last quarter of the financial year, therefore, the process of NIT
was not called and bills were submitted for payment on 13-06-2023 to avoid
lapse of budget. The reply of management was not tenable since expenditure was
incurred to avoid lapse of funds without execution of physical works which is
otherwise not possible to carry out civil works in such short span of time.

DAC in its meeting held on 17" December, 2024 directed that matter
may be enquired and responsibility fixed on person(s) at fault.

Audit recommends implementation of DAC directives besides placing an
effective mechanism of physical monitoring during the execution of the works
prior to making payments to the contractors.

(PDP#8/AIR#9)

3.5.6 Unauthorized initiation of the procurement process for unapproved
schemes - Rs. 395.952 million.

As per SPPRA, Procurement Regulations (Works) 6.1, “The Procuring
Agency shall initiate the procurement process only after following codal
formalities are (i) Administrative Approval (A.A) of the scheme is received. In
case of urgency, in tender to avoid delay in the bidding process the Anticipated
Administrative Approval is issued by the Administrative Department on the
orders of the competent forum (ii) Technical Sanction (TS) of detailed estimate
is obtained from competent authority (iii) Funds are released or anticipated to be
released before award of contract.”

During the audit of the Executive Engineer, Education Works Division,
Thatta, for the financial year 2023-24, it was observed that an unauthorized
procurement process was initiated by the Executive Engineer for various
unapproved schemes without proper approval and authorization. The details are
given in Annex-2 of Chapter-3.

Audit is of the view that above unauthorized action may expose the
organization to financial and legal risks.

The matter was reported to the management in November, 2024. The
management replied that the schemes in question have since been approved by
the competent authority, the approval retrospectively validates the procurement
process. The schemes were not approved at the time of the procurement process,
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the subsequent approval is being applied retrospectively to make the
procurement process.

DAC in its meeting held on 17" December, 2024, directed to get the para
verified from audit.

The management failed to justify its contention and did not provide
relevant record such as work order, PC-1, Administrative Approval (A.A),
Technical Sanction (TS), NIT, tender files.

Audit recommends strengthening of internal controls besides fixing of
responsibility on the person(s) at fault.
(PDP#115, AIR#1)

3.5.7 Irregular expenditure on disputed plot of school-Rs. 22.642 million

Rule-13 of General Financial Rules, Volume-I, states that, “Every
controlling officer must satisfy himself not only that adequate provisions exist
within the departmental organization for systematic internal checks calculated to
prevent and detect errors and irregularities in the financial proceedings of its
subordinate officers and to guard against waste and loss of public money and
stores but also that the prescribed checks are effectively applied".

During the audit of the Executive Engineer, Education Works Division-
VI, Karachi (Malir), for the financial year 2023-24, it was observed that an
amount of Rs. 22.642 million was paid to M/s Farah Electric Services against
approved PC-I cost of Rs 33.524 million for school namely Baba Razzaque
Chowk Noor Housing Society B-Area Khudaabad UC Landhi (Boys). The
expenditure was incurred on a disputed plot which is sub judice before Session
Court Malir.

Audit is of the view that the expenditure on disputed plot reflected
negligence and faulty planning on the part of the management.

The matter was reported to the management in November, 2024. The
management replied that the objection raised by the audit regarding construction
of school on disputed plot is not correct. The fact is that the plot was handed over
by the concerned Deputy Commissioner and the documents are available in this
office. After fulfilling the codal formalities, the work was started by the
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contractor. Later, the dispute arose on the said plot and the matter was taken up
in the Session Court Malir.

DAC in its meeting held on 17" December, 2024, directed to pursue the
case and get the stance verified from audit.

The management failed to provide relevant documents such as transfer of
the plot by the Deputy Commissioner (DC) and its possession by the school
management, documents related to the court matter and PC-1, Technical Sanction
(T.S.), vouchers, and measurement books (MBSs).

Audit recommends strengthening of internal controls besides fixing of
responsibility on the person(s) at fault.
(PDP#143, AIR#5)

3.5.8 Non-handing over of schools’ buildings despite completion shown in
papers indicating defective works — Rs. 351.868 million

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence
on his part and that he will also be held responsible for any loss arising from
fraud and negligence on the part of any other government office to the extent to
which it may be shown that he contributed to the loss by his own actions or
negligence.”

During the audit of the following offices of the School Education and
Literacy Department (Education Works) Government of Sindh for the financial
years 2021-22 to 2023-24, it was observed that works of Rs. 351.868 million
were completed at a number of schools, however, appropriate work completion
certificates and handing over notes were neither available on file nor given to the
audit for confirmation. Thus, the possibility of defective/incomplete works
cannot be ruled out. Details are as under:

(Rs. in Million)

Sr Name of office Financial PDP# AIR Amount
# Year Para #

1 | Education Works Division, Sukkur 2022-23 40 3 107.629

2 | Electrical Education Works Division, 2021-22 &

Mirpurkhas 2022-23 59 8 2.184

3 | Education Works Division, Sujawal 2022-23 44 7 1.033

4 | Education Works, division Larkana 2022-23 51 6 107.160

5 | Education Works, division Thatta 2023-24 275 24 45,122

6 | Education Works, division, Mirpurkhas | 2023-24 177 8 88.740

Total 351.868
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Audit is of the view that non-handing over of the schools’ buildings
reflected weak administrative and monitoring controls.

The matter was reported to the management during May to November
2024. The management replied that school buildings were duly handed over.

DAC in its meeting held on 17" December, 2024, directed to get the
stated position verified from audit. Office at Sr. 4 did not attend meeting and
DAC showed serious concerns and directed that PAO to issue explanation for
absence in the important meeting.

On the basis of record produced to audit for verification, above-
mentioned offices have yet to hand over school buildings to concerned
authorities despite completion of the works on papers.

Audit recommends strengthening of internal controls besides fixing of
responsibility on the person(s) at fault.

3.5.9 Wasteful expenditure on incomplete schemes due to lack of
prioritization based on public importance - Rs. 371.031 million

Para-17 of C.P.W.A Code states that, “The Divisional officer, as the
primary disbursing officer of division, is responsible not only for the financial
regularity of the transactions of the whole division but also for the maintenance
of the accounts of the transactions correctly and in accordance with the rules in
force.” Further, as per the condition of work orders issued to contractors the
contractor should start the work within 07 days after the issuance of work
orders.” Further, according to Rule 11 of General Financial Rules, Volume-I,
“Each head of a department is responsible for enforcing financial order and strict
economy at every step. He is responsible for observance of all relevant financial
rules and regulations both by his own office and by subordinate disbursing
officers.”

During the audit of the following offices of the College Education
Department, (Education Works), Government of Sindh for the financial years
2022-23 & 2023-24, it was observed as per progress reports of ADP schemes,
no funds were released during the current financial year i.e. 2023-24 whereas on
the other hand, an expenditure of Rs. 371.031 million had already been incurred
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up to last year which reflected that ADP schemes were not prioritized on the

basis of public importance. The details are as under:
(Rs. in Million)

Sr Name of Office PDP AIR# Name of Schemes Approved | Expenditure
H# # Cost Incurred
1 Executive GSM Arts College Saddar 16.340 12.795
Engineer, GGDC Gizri Zam Zama
College Clifton 12417 10.595
Education 12 14 | Govt College for Commerce
(Works) & Economics near PIDC 21.189 19.965
Division, Govt SM Science College 11.438 9.282
Karachi GBDC KMC Road Sadder 24.952 22.816
2 Executive Government Boys/Girls
Engineer, Jhando Mari, Tando 95.516 60.855
College Allahyar
Education 30 5 Government Boys Degree
(Works) College Bulri Shah, TM 99.251 86.599
Division, khan
Hyderabad Degree College Sindhi Butra
KN Shah, Dadu 105.857 82.170
Establishment of Cadet
26 1 College, Kakar Taluka K.N - 65.954
Shah Distt.Dadu
Total 371.031

Audit is of the view that due to negligence and faulty planning, the cost
of the schemes will be increased. Further, the works executed may result in
deterioration and the intended benefits/purpose to the public were not achieved.

The matter was reported to the management during August & October
2024. The management in all cases informed that major reason for delay in
execution of schemes was non-release of the funds by Finance Department Govt.
of Sindh, Karachi.

DAC in its meeting held on 03-01-2025 & 14-01-2025, directed all the
relevant offices to provide copies of PC-Is, contract agreements, justify reasons
for delay in execution of works and details of funds released from Finance
Department.

Audit recommends strengthening of project management mechanism to
avoid wastage of resources and prioritize the schemes as per public importance.
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3.5.10 Irregular execution of work beyond 15% of contract amount —
Rs. 289.137 million

As per Rule-16 (1) (e) of SPPRA Rules 2010, “Repeat Orders means,
procurement of additional quantities of the item(s) from the original contractor
or supplier, where, after the items originally envisaged for the project or scheme
have been procured through open competitive bidding and such additional
quantities of the same item(s) of goods or works are needed to meet the
requirements of the project or scheme provided that the cost of additional
quantities of items shall not exceed 15% of the original contract amount.”

During the audit of the following offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that works were awarded worth Rs.
698.323 million. Subsequently, the execution of extra items of Rs. 987.460
million was made (41%) which is beyond the permissible limit of 15% of the
original contract amount. Details are as under:

(Rs. in Million)
Actual

Sr. Name of office PDP | AIR Bid . Exp: Excess | %

# # Para cost incurred
1 | Division, Sujawal 2 16.396 25.691 9.295 | 57
2 Division-11, Karachi 9 9 3.299 5.122 1.823 | 55
3 | Division-Il, (Central), 7 4871 | 15688 | 10817 |22
Karachi 2
4 | Division | (Central), 114 | 11 | 95789 | 189.382 | 93593 | 98

Karachi
5 Division, Thatta, 118 7 25.86 31.636 5.776 | 22
6 | Division, Khairpur 155 4 24.922 38.823 13.901 | 56
7 | Division, Hyderabad 204 6 22.839 36.952 14.113 | 62
8 Division, Jamshoro 212 4 69.922 97.266 27.344 | 39
9 Electric Division-11, Karachi 18 7 2.3 3.54 1.24 | 54
10 | Electric Division, Larkana 54 15 41.906 45.189 3.283 | 8
11 | Division-V, Korangi, Karachi 80 2 117.19 174.957 57.767 | 49
12 | Education Division, Sukkur 169 2 232.64 272.869 40.229 | 17
13 | Division, Mirpurkhas 233 5 11.903 14.428 2525 | 21
14 | Division, Thatta 268 10 28.486 35.917 7.431 | 26
Total | 698.323 987.46 | 289.137

Audit is of the view that the execution of works beyond the prescribed
limit of 15% and without calling fresh tender is violation of SPPRA rules which
reflected poor project oversight and faulty planning.
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The matter was reported to the management during May to November,
2024. The management replied that according to site requirement, the works
were revised with the approval of competent authority due to enhanced scope of
work.

DAC in its meeting held on 17" December, 2024 disagreed with the
replies and directed that PAO to enquire the matter, examine and scrutinize each
case of all the offices and fix responsibility on the persons at fault.

Audit recommends implementation of DAC directives besides
strengthening its project planning and strict adherence to procurement
regulations to avoid such lapses in future.

Note: The issue was also reported earlier in the Audit Reports for Audit Years
2021-22, 2022-2023,2023-24 vide para numbers 3.5.06, 3.5.20, 3.5.15 having
financial impact of Rs. 253.554 million. Recurrence of same irregularity is a
matter of serious concern.

3.5.11 Non-transparent bidding process due to same call deposit by vendors
- Rs. 47.932 million

According to Rule-4 of the Sindh Public Procurement Rules, 2010,
“While procuring goods, works or services, procuring agencies shall ensure that
procurements are conducted in a fair and transparent manner and the object of
procurement brings value for money to the agency and the procurement process
is efficient and economical.”

During the audit of the Executive Engineer, Education Works Division
Naushahro Feroze for the financial year 2023-2024, it was observed that the
work of Rs. 47.932 million was awarded to the contractor M/s Muhammad
Yaseen Chandio but the same Call Deposit was submitted by the other contractor
as well. Instead of rejecting the bids of both the contractors, work was awarded
to one of the contractors which is irregular. Further, the call deposits of the
contractors were also not verified prior to the award of contract. Details are as
under:

(Rs. in Million)
Name of Work Contractor CD No./dt. CD Award
Amount |JAmount
Reh/Re-construction at GGPS & Muhammad
GHS Hoat Khan Jalbani District [Yaseen Chandio 14817226/ 29.2.24 1.350 47.932
N.Feroze Work Order#965,3/5/24 |Piyar Ali Tagar  [14817226/ 29.2.24 1.350
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Audit is of the view that whole bidding process was non transparent and
contrary to the SPPRA rules.

The matter was reported to the management in October, 2024. The
management replied that bidders in question submitted different call deposits.
However, due to a typographical error, the same number and date were
mistakenly typed for the call deposits. This error has been corrected in the
documents. The reply of the management was not tenable since call deposit was
required to be submitted along with bidding documents, which was not obtained
as reflected in the documents of bids. Further, copy of call deposit produced was
dated 29/5/2024, which is later than the bid opening date i.e. 05/03/2024.

DAC in its meeting held on 17" December, 2024 directed to conduct
enquiry in this matter.

Audit recommends implementation of DAC directives besides
strengthening its contract management to avoid such lapses in future.

(PDP#179, AIR#1)

3.5.12 Doubtful payment to contractor without execution of works -
Rs. 9.270 million

Para-17 of C.P.W.A Code states that, the Divisional officer, as the
primary disbursing officer of division, is responsible not only for the financial
regularity of the transactions of the whole division but also for the maintenance
of the accounts of the transactions correctly and in accordance with the rules in
force.

During the audit of the Executive Engineer, Education Works Division
Naushahro Feroze for the financial year 2023-24, it was observed that Rs. 9.270
million was paid to the contractors but as per RA Bills no works were executed
as evident from column “since previous "which resulted in payment without
execution of works.

Audit is of the view that the payment to the contractors was made
without execution of works.

109



The matter was reported to the management in October, 2024. The
management stated that contractors were paid based on completed work, with
measurement recorded before processing the payment and produced copies of
vouchers along with supporting documents. The management reply was not
tenable as RA bills showed blank entries in column “since previous” which
confirms contention of the audit.

DAC in its meeting held on 17" December, 2024 directed to conduct
enquiry in this matter.

Audit recommends implementation of DAC directives besides
strengthening its financial and monitoring mechanism to avoid such lapses in
future.

(PDP#180, AIR#2)

3.5.13 Mis-procurement due to violation of SPPRA Rules - Rs. 770.175
million

As per Rule-42(1) Sindh Public Procurement Rules, 2010 read with Rule
2 (x), “All bids shall be evaluated in accordance with the evaluation criteria and
other terms and conditions set forth in the bidding documents.” and “Mis-
procurement means public procurement in contravention of any provision of
Sindh Public Procurement Act, 2010, any rule, regulation, order or instruction
made there under or any other law in respect thereof, or relating to, public
procurement.”

During the audit of the various offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, audit observed following irregularities of Rs. 770.175
million in tender processes:

I.  Independent member from other department did not participate in

the tendering process.

ii.  Bid evaluation reports were unsigned.

iii.  Bid security was not obtained.

iv.  Various works were started without execution of contract
agreements.

v.  Various works were awarded without separate assessment of
technical evaluation.
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Further, details are given in Annex-3 of Chapter-3.

Audit is of the view that due to above violations, chances of collusive
practice in the tendering process cannot be ruled out.

The matter was reported to the management during May to November,
2024. The management replied that all the tender formalities were followed.

DAC in its meeting held on 17" December, 2024 directed to get the stated
position verified from audit.

The management failed to justify its contention and did not provide
relevant record. i.e. tender files, contract agreements & work orders.

Audit requires adherence to the contract regulations to avoid collusive
practices in the bidding process besides fixing of the responsibility on the
person(s) at fault.

Note: The issue was also reported earlier in the Audit Report for Audit Year
2023-24 vide para number 3.5.17 having financial impact of Rs. 194.844 million.
Recurrence of same irregularity is a matter of serious concern.

3.5.14 Irregular expenditure without competitive bidding — Rs. 25.212
million

As per Rule-17 of SPPRA, “Procurements over three hundred thousand
rupees shall be advertised by timely notifications on the Authority’s website and
may in print media in the manner and format prescribed in these rules. The
advertisement in the newspapers shall appear in at least three widely circulated
leading newspapers of English, Urdu and Sindhi languages.”

During the audit of the following offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the
financial year 2022-23, it was observed that expenditure of Rs. 25.212 million
was made without competitive bidding in violation of the prescribed rules.
Details are as under:
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(Rs. in Million)

Sr. Name of office Name of Scheme Financial AIR Amount
# Year Para#
1 Electric Providing missing facilities in
Education Works | the Schools / Polling station of
Division-II, District Central & West Karachi 2022-23 3 20.334
Karachi
Education Works M & R to various schools
2 | Electric Division, (Jacobabad, Shikarpur, 2022-23 6 4.878
Larkana Kashmore)
Total | 25.212

Audit is of the view that due to the violation of SPPRA Rules, the
management could not achieve competitive rates, besides chances of extending
undue favor to the contractors/suppliers cannot be ruled out.

The matter was reported to the management in May, 2024. The
management replied that the scheme is of special and urgent nature with different
locations. It is further submitted that due to shortage of time and emergency, NIT
was not floated after approval of competent authority (Sr.1). The office neither
submitted reply nor attended the DAC meeting (Sr.2).

DAC in its meeting held on 17" December, 2024 directed that contention
may be verified from audit (Sr.1). DAC showed displeasure for office at Sr.2 and
directed that PAO to issue explanation and further directed to submit reply and
get the para verified from audit.

The management’s contention was not found tenable since neither NIT
nor approval of competent authority for invoking emergency clause was
provided to audit. Office at Sr.2 neither replied nor provided record for
verification.

Audit recommends inquiry and fixing of responsibility on the person(s) at
fault, besides strict adherence to procurement regulations to avoid such lapses in
future.

(PDP#16)
3.5.15 Splitting of expenditure to avoid open tenders - Rs. 49.690 million

Rule-12 (1) of SPPRA, 2010 provides that, “All proposed procurements
for each financial year shall proceed accordingly without any splitting or
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regrouping of the procurements already grouped, allocated and scheduled in the
Procurement Plan.”

During the audit of the office of the Education Works Electric Division,
Larkana, for the financial years 2021-22 & 2022-23, it was observed that various
works of repair and maintenance worth Rs. 49.690 million were awarded by way
of splitting of expenditure to avoid open tenders. Details are given in Annex-4
of Chapter-3.

Audit is of the view that splitting the expenditure to avoid open tender is
a violation of SPPRA rules which deprived the management of procurement at
competitive rates.

The matter was reported to the management in May, 2024. The
management neither submitted reply nor attended the DAC meeting.

DAC in its meeting held on 17" December, 2024 showed displeasure on
absence of XEN in important meeting and directed the PAO to issue explanation
and further reply may be furnished to audit at earliest. No record was produced
by the management till finalization of this audit report.

Audit recommends fixing of responsibility on the person(s) at fault,
besides strict adherence to procurement regulations to avoid such lapses in
future.

Note: The issue was also reported earlier in the Audit Report for Audit Year
2023-2024 vide para number 3.5.22 having financial impact of Rs. 37.929
million. Recurrence of same irregularity is a matter of serious concern.

(PDP#13, AIR#5)

3.5.16 Non-imposition of liquidated damages for delayed works — Rs.69.792
million

As per Para-10.3 (c) of SPPRA Procurement Regulations Works,
“Liquidated damages shall be deducted from the contract amount for every day
or part of a day, which will elapse between the dates on which the prescribed
time expired and the date the work is completed at the rate specified in the
contract agreement. The amount of the liquidated damages for each day of delay
in completion of the whole of the works, 176 or if applicable for any section
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thereof, shall be a sum equal to 5 to 10 % (it is to be mentioned in the agreement)
of the estimated cost of the works divided by one fourth of the number of days
specified as completion time.”

During the audit of the following offices of the College Education
Department, (Education Works), Government of Sindh for the financial years
2022-23 & 2023-24, it was observed that various works of Rs. 697.792 million
were awarded to the contractors, which were required to be completed within the
stipulated time period. The contractors failed to complete the works in time,
however, penalty of Rs. 69.792 million at the rate of 10 percent of the contract
value was not imposed by the management on account of delayed work. Details
are given as under:

(Rs. in Million)
Status of work: Work in Progress
Name of . .
] Stip. Stip. .
S. Office & Delay in 10%
No | PDP/AIR Name of Work Start | Compl. | \poningy | BXP Penalty
No Date Date
Improv/Renov. GBDC Gulzari- | g 1091 | 300622 | 24 93.172 9317
College Hijri East, Karachi ) '
; Rehab/Renov. Facilities in
Ii\(j\l;g?l?s(;n South Karachi Colleges 13-07-22 | 14-07-23 11 35.023 3.502
1| Karachi | Rehab. Facilities in Malir 26-04-23 | 24-04-23 | 14 7732 0.773
(Razakabad Bin Qasim Town) ) )
Rehab. Facilities in Malir
PAI?IIQDHS:: GBDC Knker 26-04-23 | 25-10-23 8 9.501 0.95
o Addition of Classrooms in
GGDC Shah Nawaz Shar 23-06-22 | 28-09-23 9 40.083 4.008
RIP of Facilities in Govt. 2804-22 | 27-10-23 8 34.881 3.488
College Islamia Science College
° Construction at Govt. Boys
Es\;;gﬁz.sc;n Degree College Daharki 06-06-22 | 30-11-23 7 74.47 7.447
2 | sukkur | EStablishmentof Shaneed 18-0522 | 11-09-23 | 9 91.354 9135
Naseem A. Kharal College ) )
PDP.No.23 | R/P of Facilities at Boys 270422 | 22-10-23 8 17.665 1.766
AIR.NO.16 Colleg_e Pano Akil _
Establishment of Girls Degree 21-01-21 | 17-12-22 18 771 771
College, Rohri
College | EStablishment of Cadet 180221 | 170222 | 28 16.431 1.644
Education College, Kakar
(Works), | CSuablishment of Girls College, | 57 07 2 | 26.07-23 11 55.429 5.557
3 Hvderabad New Saeed Abad
y Construction of Building at 06-06-22 5.12-23 6 76.8 768
PDP.N0.35 College, Garho ' '
AIRNo.11 | Construction of Building at 220422 | 210623 | 12 68.151 6.815
College, Garho ) '
Total 697.792 69.792

Audit is of the view that the non-imposition of penalty against delayed
works reflected undue favor was extended to the contractors.
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The matter was reported to the management during August to October,
2024. The management replied that due to insufficient release of funds from
government side, development work delayed which is not fault of contactor in
view of that this office grant the extension to alive the agreement in the interest
of government works.

In its meeting held on 03-01-2025 & 14-01-2025, DAC was not satisfied
with the explanation and directed to produce correspondence with PAO, justify
reasons for delay in execution of work and detail of funds released from Finance
Department for verification.

Audit recommends implementation of DAC directives besides
strengthening its contract management system to avoid such lapses in future.

3.5.17 Suspicious payments to the contractors - Rs. 75.022 million

Para-17 of C.P.W.A code states, the Divisional officer, as the primary
disbursing officer of division, is responsible not only for the financial regularity
of the transactions of the whole division but also for the maintenance of the
accounts of the transactions correctly and in accordance with the rules in force.

During the audit of the following offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the financial
year 2022-23, it was observed that works were completed costing Rs. 75.022
million. Nevertheless, an examination of the running account bills revealed that
the different works' measurements were recorded on the same day, which renders
the entire payment illegitimate. Details are as under:

(Rs. in Million)
EIZ'. Name of office Description F|r\1(a;r;r;|al Pi)P Pglrg# Amount
1 | Education Works Measurement and payments of
Division, Umerkot various works were made on the | 2022-23 5 2.708
same date. 37
2 | Education Works Measurement was recorded by
Electric Division, the same AEN on various siteson | 2022-23 7 3.591
Larkana same date i.e. 05-05-2023
3 | Electric Education Work order date and the payment 2021-22 &
works Division, pass date are same without 2022-23 53 6 1.384
Sukkur mentioning the MB date.
4 | Education Works Payment was made in short
Electric Division, duration to contractor in 4 days | 2022-23 52 14 12.483
Larkana after issuance of work order.
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5 | Education Works The payment was made within
Electric Division, 03 days of the work
Larkana commencement, although the
specified completion period was | 2022-23 35 9 22.988
12 months. Additionally, the date
of ~measurement was not
indicated on the running bills.

6 | Education Works Discrepancy in the recording of
Division, Thatta measurement by sub-engineer
and authenticated AXEN in the
month of May, 2024. Unusually
high number of 57 measurements
amounting to Rs. 31.868 million
were recorded in short period of
22 days.

2023-24 120 11 31.868

Total 75.022

Audit is of the view that hasty measurement/ payments raised questions
on actual execution of works at site which reflected poor project oversight.

The matter was reported to the management during May to November,
2024. The management replied that payment was made after concerned engineer
visited the site and record MB as per work done by contractor & the works were
carried out on urgent basis. Some works were completed & payment made to
avoid lapse of funds. (Sr.1,3,6). The management did not submit replies.
(Sr.2,4,5)

DAC in its meeting held on 17" December, 2024 directed the
management at Sr.1,3,6 to get the paras verified. DAC showed serious concerns
on office at Sr.2,4,5 on absence of XEN and directed to issue explanation.

The management in its replies accepted the point of view of audit
however, failed to provide the relevant record which includes copies of MBs
along with 10% check measurement by XEN as per DAC directives.

Audit recommends inquiry into the matter besides placing an effective
mechanism of physical monitoring during the execution of the works prior to
making payments to the contractors.

3.5.18 Irregular payment of secured advance — Rs. 131.060 million

As per SPPRA Rule-9.3(2)(a), Payment of secured advance to the
contractor is subject to conditions that (i) Assistant Engineer to verify/certify
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quality, quantity and market rates of the material (ii) Contractor has to furnish
the Indenture Bond (iii) Secured advance shall be paid to the contractor on the
quantities brought and properly stored at site of work. Full quantities of
materials for entire work / contract should not be advanced (iv) Recoveries of
advances so made should be made from his bills for work done as the materials
are used, the necessary deductions be made whenever the items of work in
which are used are billed for, or shall be recovered in full within 90 days, even
if unutilized (v) New secured advance should not be allowed until and unless
the previous advance, if any, stands fully recovered, (vi) Advance amount is
calculated on the basis of 75% of the market value of that material.

During the audit of the various offices of the School Education &
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that an amount of Rs. 131.060 million
was paid as secured advance against various works without observing above
pre-requisites. The details are given in Annex-5 of Chapter-3.

Audit is of the view that payment of secured advances without fulfilling
codal formalities is violation of SPPRA rules.

The matter was reported to the management during May to November,
2024. The offices replied that the payment of secured advance was recovered
from subsequent running bills.

DAC in its meeting held on 17" December, 2024 observed in some cases,
neither indenture bond was duly signed nor other conditions were observed,
therefore, the DAC directed that an explanation may be issued to the concerned
officers / officials for lapses and not repeating such practices in future. DAC
further directed that record may be verified from audit.

Replies/record of management was not tenable on the reasons that no
subsequent recovery / adjustment of the advance was affected and Indenture
bonds were not properly filled and obtained prior to payment of secured advance.

Audit recommends recovery/adjustment of the secured loan at the
earliest, besides fixing of responsibility on the person (s) at fault.

Note: The issue was also reported earlier in the Audit Reports for Audit Years
2021-22, 2022-2023, 2023-2024 vide para numbers 3.5.16, 3.5.8, 3.5.8 having
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financial impact of Rs. 211.680 million. Recurrence of same irregularity is a
matter of serious concern.

3.5.19 Irregular inviting of tender before administrative approval -
Rs. 5.274 million

As per SPPRA, Procurement Regulations (Works) 6.1, “The Procuring
Agency shall initiate the procurement process only after following codal
formalities are (i) Administrative Approval (A.A) of the scheme is received. In
case of urgency, in tender to avoid delay in the bidding process the Anticipated
Administrative Approval is issued by the Administrative Department on the
orders of the competent forum(ii) Technical Sanction (TS) of detailed estimate
is obtained from competent authority (iii) Funds are released or anticipated to be
released before award of contract.”

During the audit of the Executive Engineer, Education Works Division
Naushahro Feroze for the financial year 2023-24, it was observed that NIT
involving Rs. 5.274 million was called prior to Administrate Approval contrary
to prescribed rules. Details are as under:

(Rs. in Million)
W.O/ NIT AA |Award
Name of Name of work dated Date | date |amount]

Rehab/Recon. of high enroliment
M/S  |dangerous primary/ elementary
Imdad Ali|Schools and provision of missing

facilities

1266/22.8.23| 31.3.23 | 02/5/23| 5.274

Audit is of the view that inviting tenders prior to administrative
approval is unauthorized which reflected weak contract management.

The matter was reported to the management in October, 2024. The
management replied the NITs were issued after completing all necessary
formalities, and the technical estimates were approved by the competent
authority. The reply of management was not tenable as NIT was floated on
31/3/2023 without Administrative Approval (A.A) which was obtained on
02/05/2023.

DAC in its meeting held on 17" December, 2024 directed to conduct
enquiry in this matter.
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Audit recommends implementation of DAC directives besides
strengthening its procurement management to avoid such lapses in future.

(PDP#183, AIR#5)
3.5.20 Irregular refund of security deposits — Rs. 16.330 million

As per Rule-7.12.3 (i) of SPPRA, “Security deposit can be released in
either of two following ways; (a) on completion of the works, half the total
amount retained is refunded to the contractor and half when the defects liability
period has passed and the engineer has certified that all defects notified to the
contractor before the end of this period have been attended to his satisfaction;
(b) full amount be released after completion of defect liability period.”

During the audit of the following offices of School Education & Literacy
Department (Education Works), Government of Sindh for the financial years
2022-23 & 2023-24, it was observed that an amount of Rs. 16.330 million
pertaining to the security deposit was refunded to the contractors before
completion of works/defect liability period. The details are given in Annex-6 of
Chapter-3.

Audit is of the view that release of security deposit before completion of
works and defect liability period is a serious violation of rules which reflected
poor financial oversight.

The matter was reported to the management in May, 2024. The
management (at Sr.1,2,4&5 of annexure ) replied that the security deposits were
released to the contractors as per rules.

DAC in its meeting held on 17" January, 2024 showed serious concerns
in case of office at Sr. 3 for neither submission of replies nor attending important
meeting and directed the PAO to issue explanation and further directed the
remaining offices to get the record verified from audit.

The management failed to provide relevant documentary evidence in
support of their replies.

Audit recommends enquiry and fixing of responsibility on the person(s)
at fault besides strengthening the internal controls in the organization.
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Note: The issue was also reported earlier in the Audit Report for Audit Year
2023-24 vide para number 3.5.20 having financial impact of Rs. 1.013 million.
Recurrence of same irregularity is a matter of serious concern.

3.5.21 Irregular payments at reduced rates — Rs. 121.403 million

According to Clause-8 of the Standard Bidding Document for the works,
“In cases where the items of work are not accepted as so completed, the
Engineer-in-charge may make payment on account of such items at such reduced
rates as he may consider reasonable in the preparation of final or on running
account bills with reasons recorded in writing.”

During the audit of the various offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that the payment for various items of
works involving Rs. 121.403 million was allowed on reduced rates to the
contractor(s) without any cogent reasons. The details are given in Annex-7 of
Chapter-3.

Audit is of the view that the management was required to carry out the
work as composite item but payments made at part rate / reduced rate implies
that the payment was made in advance without execution at site to extend undue
favor to the contractor(s).

The matter was reported to the management during May to November
2024. The management (at Sr.1,4,5,9,10,12 &15 of annexure) informed that the
part rate was allowed in R.A bill not reduce rate. Whereas, management at
Sr.2,3,7,8,11,13 &14 contended that payment was made to the contractors for
various items of works at reduced rates as per clause-B of the contact agreement
where the Executive Engineer In charge is fully empowered to make payment
on account of such items at such reduced rates as he may consider reasonable in
the preparation of final running account bills. The management at Sr.6 neither
attended DAC meeting nor submitted reply.

DAC in its meeting held on 17th December, 2024 showed serious
concerns for office at Sr.6 and directed the management to issue explanation for
absence in the important meeting. In remaining cases, DAC directed to get their
stances verified from audit.
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Relevant documents such as (i) original/revised estimates (ii) MBs with
justification (iii) bills/vouchers (iv) detail/bifurcation of executed items/quantity
were not provided which confirms that whether the part/ reduced rate was given
on supplies only without execution of the items at site or otherwise.

Audit recommends provision of satisfactory work completion certificate
to ensure proper execution of works at site.

Note: The issue was also reported earlier in the Audit Reports for Audit Years
2021-22, 2023-24 vide para numbers 3.5.17, 3.5.13 having financial impact of
Rs. 119.089 million. Recurrence of same irregularity is a matter of serious
concern.

3.5.22 Irregular expenditure without executing ancillary items of works-
Rs. 26.813 million

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”

During the audit of the Executive Engineer, Education works Division
Sanghar for the financial year 2023-24, it was observed that an expenditure of
Rs. 26.813 million on various works was incurred on procurement of VVerona
Marbles and other allied items but the initial foundation work was not executed
and therefore expenditure was un-wanted and thus unjustified without primarily
civil work to fix them. Details are as under:

(Rs. in Million)
CV/dated Name of Name of work W.0/ Particulars Amount
Contractor dated
Item Verona

Repair/Rehabilitation
[Provision of missing
facilities, additional of
M/S New | class room and computer lab
Bukhari in existing higher
Builder secondary school lal Dino
Nizamani @ Bakar khan
Nizamani taluka Tando
Adam (Main building

marbles and other
allied items were
procured without
497/  |excavation work in
9.5.22 foundation of | 26.813
building, Pacca
brick work. RCC
work, Mild steel
etc.

24/
16.1.24
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Audit is of the view that payment of subsequent items without initial
work is unjustified which reflected poor project oversight.

The matter was reported to the management in November, 2024. The
management replied that estimate of a building work contains various items of
diverse nature, work for P/F of Verona Marble along with allied work carried
out against the sanctioned provision of detailed estimate technically sanctioned
by the competent authority.

DAC in its meeting held on 171" December, 2024, directed to get the stance
verified from audit.

The management provided payment vouchers which confirmed view
point of audit.

Audit recommends inquiry into the matter besides strengthening the
monitoring mechanism during the execution of works.
(PDP#133, AIR#3)

3.5.23 Non-imposition of liquidated damages on delayed work — Rs. 33.723
million

As per Para-10.3 (c) of SPPRA Procurement Regulations Works
“Liquidated damages shall be deducted from the contract amount for every day
or part of a day, which will elapse between the dates on which the prescribed
time expired and the date the work is completed at the rate specified in the
contract agreement. The amount of the liquidated damages for each day of delay
in completion of the whole of the works, 176 or if applicable for any section
thereof, shall be a sum equal to 5 to 10 % (it is to be mentioned in the agreement)
of the estimated cost of the works divided by one fourth of the number of days
specified as completion time.”

During the audit of the various offices of the School Education and
Literacy Department (Education Works), Government Sindh for the financial
years 2022-23 & 2023-24, it was observed that works were awarded to the
contractors, which were required to be completed within the stipulated time
period. The contractors failed to complete the works in time, however, penalty
of Rs.33.723 million at the rate of 10 percent of the contract value was not
imposed by the management on account of delayed work, which is tantamount
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to extending undue favor to the contractors. The details are given in Annex-8 of
Chapter-3.

Audit is of the view that the non-imposition of penalty against delayed
works reflected undue favor was extended to the contractors.

The matter was reported to the management during May to November
2024. The management replied that due to insufficient release of funds from
government side, development work delayed which is not fault of contactor in
view of that this office grant the extension to alive the agreement in the interest
of government works.

DAC in its meeting held on 17" December, 2024 directed to management
(i) to provide copy of PC-1 and contract agreement to ascertain actual date of
completion (ii) justify reason for delay in execution of work (iii) detail of funds
releases from finance department for verification.

The management did not produce the required documents as per DAC
directives.

Audit recommends recovery of the penalty from the contractors besides
strengthening its internal controls in the organization.

3.5.24 Irregular payment of secured advance- Rs. 106.051 million

As per SPPRA Rule-9.3(2)(a), Payment of secured advance to the
contractor is subject to the following conditions (i) Assistant Engineer to
verify/certify quality, quantity and market rates of the material (ii) Contractor
has to furnish the Indenture Bond (iii) Secured advance shall be paid to the
contractor on the quantities brought and properly stored at site of work. Full
quantities of materials for entire work / contract should not be advanced(iv)
Recoveries of advances so made should be made from his bills for work done
as the materials are used, the necessary deductions be made whenever the items
of work in which are used are billed for, or shall be recovered in full within 90
days, even if unutilized (v) New secured advance should not be allowed until
and unless the previous advance, if any, stands fully recovered, (vi) Advance
amount is calculated on the basis of 75% of the market value of that material.”
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During the audit of the following offices of the College Education
Department, (Education Works), Government of Sindh for the financial years
2022-23 & 2023-24, it was observed that an amount of Rs. 106.051 million was
paid as secured advance against works without observing above pre-requisites.

The details are as under:
(Rs. in Million)

Sr. Name of Office Financial PDP# AIR Particulars Amount
No. Year Para#
1 Executive Engineer, Advance over &
College Education 14 04 above the estimate 4.142
(Works) Division, 2023-24 17 08 Excess rate than the 1317
Sukkur rate approved
20 12 Secured Advance 3.005
2 Executive Engineer,
College Education 2022-23 to
(Works) Division, 2023-24 36 13 Secured advance 34.536
Hyderabad
3 Executive  Engineer,
College Education | 2022-23 to
(Works) Division, 2023-24 06 06 Secured advance 63.051
Karachi
Total 106.051

Audit is of the view that payment of secured advances without fulfilling
codal formalities is violation of SPPRA rules.

The matter was reported to the management during August to October,
2024. The offices at Sr. 1 to 3 replied that the expenditure was incurred after
observing codal formalities and payment of secured advance was recovered from
subsequent running bills.

DAC in its meeting held on 03-01-2025 & 14-01-2025, observed in some
cases, neither indenture bond was duly signed nor other conditions were fulfilled
and therefore directed to issue an explanation to the concerned for lapses and not
to repeat such practices in future. DAC further directed that record may be
verified from audit.

Audit recommends implementation of DAC directives besides strict
adherence to the SPPRA rules.
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3.5.25 Un-justified payment in a single day on various works - Rs.5.949
million

As per Rule-6.2.2 (2) of Guidelines/ Regulations for Procurement of
Works Part II: Bill of Quantities: Procuring agency shall prepare the Bill of
Quantities appropriate to the works. The quantities given in the Bill of Quantities
are estimated and provisional and provide common basis for tendering. The basis
of payment will be the actual quantities of work ordered and carried out, as
measured by the contractor and verified by the Engineer and valued at the rates
and prices tendered in the bill of the quantities. Para-17 of C.P.W.A code states
“the Divisional officer, as the primary disbursing officer of division, is
responsible not only for the financial regularity of the transactions of the whole
division but also for the maintenance of the accounts of the transactions correctly
and in accordance with the rules in force.

During the audit of the Executive Engineer, Education Works Division
Naushahro Feroze for the financial year 2023-24, it was observed that an amount
of Rs. 5.949 million was paid in a single day to the same vendor through payment
of multiple cheques. Audit observed that the bills were passed without possibility
of physical execution within same day as the measurement/recording in the MB
is not practicable at various locations. The details are as under:

(Rs. in Million)
Cheque|Document
No Date Name of work Vendor Name MB/dt: | AEN name | Amount
5235951]19/02/2024| Missing facilities GHS M/S Sayed 1.759
Imamam abad, Allah Dad Raghib Nil Saeed Ali
Alamani, Mango Daur Bhatti
Murab kerejo
5235946/19/02/2024| Missing facilities GBLSS| M)/S Sayed Ghulam 1.343
bakhri, GmS Gazi Khan Raghib 6/2/24 -
Rasool sahito
Ghopang
5235947|19/02/2024| Missing facilities GPS M/S Sayed Saced Ali 1.113
Qadir Bux, Sahig Khan Raghib Nil Bhatti
Chandio, GPS Garrebo
5235948/19/02/2024| Missing facilities pack-23 M/S Sayed Ghulam 1.006,
GHS kandiaro, GMS Raghib 6/2/24 Rasool sahito
Sher khan Khoso
5235944|19/02/2024| Missing facilities GPS Old|  M/S Sayed Saced Ali 0.728
Jatoi, hot Khan Raghib Nil Bhatti
chandio, GGPS New malak
Total 5.949

Audit is of the view that hasty measurement and payments reflected non-
existence of monitoring oversight.
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The matter was reported to the management in October, 2024. The
management replied that payment to contractors was made in accordance with
PWD rules. The works were executed by the concerned Assistant Engineer, and
MBs were recorded before bills were submitted for payment to the Division
Office. The reply of the management was not tenable as payment to the single
contractor was made on same day i.e. 19/2/2024 against five works at different
locations without 10% check measurement of each work at various sites by XEN.

DAC in its meeting held on 17th December, 2024, directed to conduct
enquiry in this matter.

Audit recommends inquiry into the matter besides ensuring physical
inspection of works during its execution before making payments to the
contractors.

(PDP#182, AIR#4)

3.5.26 Irregular expenditure on difference of cost of material - Rs. 74.102
million

Planning & Development Department allowed interim relief on 129
material items w.e.f 11-10-2022 vide notification No. SO(Admn-1) P& D /12
dated 28 October, 2022. It was further clarified by P&D vide notification
No.SO(Admin)P&D/12(165)/2018 dated 01-03-2023, that the new rates are
applicable to the new unapproved schemes and the ongoing schemes where work
to be done (remaining work) and not on the work already executed and paid.

During the audit of the following offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that the management allowed
difference of cost of material involving Rs. 74.102 million on cement and steel
etc. without measuring quantities of work done up-to-date on which government
allowed escalation. The management was required to compile details of
measurements / work done quantities date-wise to allow the actual effect of
escalation. Due to the non-preparation of escalation table, the amount paid could
not be authenticated. Details are as under:
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(Rs. in Million)

Sg'_ Name of office F'r\l(aer;(;’,'al PDP# Pg:'lej# Amount
1 Electrical Education Works Division, 2022-23 7 0.811
Mirpur Khas 15
2 Education Works Division, Sukkur 2022-23 10 66.050
3 | Education Works Division, Shikarpur 2022-23 5 1.730
4 | Education Works Division, Sujawal 2023-24 192 4 5.511
Total 74.102

Audit is of the view that payment of escalation charges without
justification in terms of actual work done quantities is unjustified.

The matter was reported to the management during May to November,
2024. The management replied that escalation was approved by higher
authorities and the same are available on record. (Sr.1,2,3,4)

DAC in its meeting held on 17" December, 2024, directed management
to get the stance verified from audit.

Replies/record of management were not tenable as relevant record such
as (i) escalation chart/material statement (ii) Original/revised TS (iii) MBs
&Vouchers were not provided to verify the contention of the management.

Audit recommends compliance with DAC directives besides
strengthening its controls to avoid such lapse in future.

Note: The issue was also reported earlier in the Audit Report for Audit Year

2023-2024 vide para number 3.5.29 having financial impact of Rs. 57.533

million. Recurrence of same irregularity is a matter of serious concern.

3.5.27 Un-justified payment of premium on carriage-Rs. 1.304 million
According to SPPRA Guidelines for procurement 11.3.3, Cost of cartage

is not paid separately as same is adjusted in the quoted premium but cost of
escalation on materials is paid separately as per consumption.

During the audit of the Executive Engineer, Education Works Division-
I1l, Karachi (East) for the financial year 2023-2024, it was observed the
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management made payment of Rs. 1.304 million on account of carriage charges
despite inclusion of premium in the quoted scheduled items. Details are as under:

(Rs. in Million)
No.gllll)ate Naggncg’;\ggl: & Name of item Qty. Unit | Rate | Amount
Rehabilitation of Carriage on Item
Government Primary  |No.5:(Filling, watering
School/ Government, |& ramming each under %
9th &Final & |Girls Secondary School at{ffloor with new surplus 12814.74 Cft. 1,065 0.136
13-09- Khatoon-e-Pakistan  [earth lead up to one chain
2023 Stadium Road Gulshan-e-[and lift up to 5 ft.
Igbal Karachi. Carriage on Item No.22:/109,657.25| % 1,065 1.168
(M/s. Shah Construction |Carriage of earth extra Cft.
Co.) lead 15 miles
Total 1.304

Audit is of the view that undue benefit was extended to the contractor by
way of carriage charges which constituted weak financial management

The matter was reported to the management in November, 2024. The
management replied that payment for mentioned items has been made to the
contractors after completing all codal formalities and as per approved TS.

DAC in its meeting held on 17" December, 2024, directed to get the
stance verified from audit.

Reply/record of management was not tenable as per SPPRA, premium
on carriage is not permissible which requires to be recovered from contractor.

Audit requires recovery of the pointed-out amount besides strict
adherence to the SPPRA regulations.
(PDP#91, AIR#2)

3.5.28 Unjustified payment of steel beyond approved ratio-Rs. 6.617
million

According to Para 40-B Appendix 18-A (1) of Sindh Financial Rules
volume-I, “Every government officer should realize fully and clearly that he will
be held personally responsible for any loss sustained by government through
fraud or negligence on his part and that he will also be held personally
responsible for any loss arising from fraud or negligence on the part of any other
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government officer to the extent to which it may be shown that he contributed
to the loss by his own action or culpable negligence.”

During the audit of the Executive Engineer, Education Works Division-
V, Korangi, Karachi for the financial year 2023-24, it was observed that the
management made payment of Rs. 6.617 million on account of steel beyond
approved ratio in R.C.C in contravention of the estimate and drawings. Details
are as under:

(i) The R.C.C was executed up to the quantity of 23,362.39 cft. in
foundation of the building. As per the approved ratio of 5.00 Ibs. per cft. the due
quantity of steel was 1,042.96 cwt. however, steel was consumed up to the
quantity of 1,780.47 cwt. with ratio of 8.54 Ibs. per cft. in R.C.C. This resulting
into excess payment against the quantity of 737.51 cwt. steel amounting to Rs.
3.689 million excluding premium and escalation charges.

(i) Similarly, the R.C.C was executed up to the quantity of 13,274.41 cft.
in ground floor of the building. As per the approved ratio of 5.00 Ibs. per cft.
the due quantity of steel as 592.61 cwt. however, steel was consumed up to the
quantity of 1,178.15 cwt. with ratio of 9.94 Ibs. per cft. in R.C.C. This resulting
into excess payment against the quantity of 585.54 cwt. steel amounting to Rs.
2.929 million excluding premium and escalation charges.

Audit is of the view that un-due benefit was extended to the contractor
due to payment of steel beyond actual consumption which resulted into loss to
the public exchequer.

The matter was reported to the management in May, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that the payment was made to the contractor within approved revised PC-
| and sanctioned estimate cost. The reply of management was not tenable as
change in the ratio of steel is not justified and no relevant record was produced.
i.e. report of poor condition of the site, soil investigation test which supports the
increase in ratio of steel.

DAC in its meeting held on 17" December, 2024, directed to enquire the
matter and responsibility may be fixed on person(s) at fault.
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Audit recommends implementation of DAC directives besides
strengthening its planning and monitoring mechanism to avoid such lapses in
future.

(PDP#87, AIR#9)

3.5.29 Excess payment due to calculation error - Rs. 2.349 million

According to Para-21 of CPWA Code, the Divisional Accountant is
expected to see that the rules and order in force, are observed in respect of all the
transactions of the division which come within his sphere of duties. If he
considers that any transaction or order affecting receipts or expenditure is such
as would be challenged by the accountant General if the primary audit entrusted
to the accountant were applied by the former, it is his duty to bring this fact to
the notice of the Divisional Officer with a statement of his reasons, and to obtain
the order of that officer. It will then be his duty to comply with the orders of the
Divisional officer, but if he has been overruled and is not satisfied with the
decision, he should at the same time make a brief note of the case in the register
of Divisional Account Audit Objection, Form-60, and lay the register before the
Divisional Officer, so that latter may have an opportunity either of accepting the
Divisional Accountant’s advice on reconsideration and ordering action
accordingly, or of recording, for the information of the Accountant General, his
reasons for disregarding that advice.

During the audit of the following offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the financial
year 2022-23, it was observed that an amount of Rs. 2.349 million was paid in
excess of the actual amount owing to calculation error(s). Details are as under:

(Rs. in Million)
Sr. . PDP AIR Due Drawn e
# Name of office FY # Para# | Amount | Amount Diff:
1 | Education Works 2022-23 3 8366 | 6496 | 1.869
Division, Jacobabad,
Education Works 20
2 | Electric Division, 2022-23 10 44,162 44.643 0.48
Larkana
Total | 2.349

Audit is of the view that due to negligence on part of the management,

the public exchequer sustained a loss.
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The matter was reported to the management in May, 2024. The
management replied that the error occurred due to a typographic mistake in the
preparation of the contractor’s bill hence miscalculated. However, while
processing the subsequent bill, the pointed out was corrected accordingly. (Sr.1).
Remaining office did not submit reply.

DAC in its meeting held on 17" December, 2024 directed the office at
Sr.1 to get the stance verified from audit. Further, DAC showed displeasure on
absence of office at Sr.2 and directed to the PAO to issue explanation.

The management failed to provide relevant record i.e. MBs, voucher,
adjustment bills till the finalization of the Audit Report.

Audit recommends recovery of the pointed-out amount besides
strengthening its internal controls to avoid such lapses in future.

3.5.30 Defective execution of R.C.C work - Rs. 30.541 million

According to Para-528 of Public Works Departmental Manual, “No
material alteration in sanctioned, still less in standard design may be made by a
Divisional Officer in carrying out any work without the approval of the
Superintending Engineer. Should any alteration of importance, involving any
additional expense, be considered necessary, a revised or supplementary
estimate should be submitted for sanction.”

During the audit of the Executive Engineer, Education Works Division
Naushahro Feroze for the financial year 2023-2024, it was observed that the
work of Rs. 30.541 million was executed however, the work was not carried out
as per estimated items approved in respect of R.C.C works, which is tantamount
to defective execution of work. The Details are under:

(Rs. in Million)
— . . Up to
Description Estimate RA Bill | Amount
date Exp
Provision of additional Erecting & removal
facilities/rehabilitation ot Cemgrin o ke
/reconstruction At GGPS & GHS RC.Cor ?ain wbri(
Hoat Khan Jalbani Taluka cémént copncrete 5095 p/ 1.717 30.541
Mehrabpur Distt NF ADP#707/23-
. works 3829 Sft @ |Cft 337
24 M/s Muhammad Yaseen Chandio, 312741 % Ct
3rd RA, 10/6/24 0

131




Audit is of the view that the non-execution of item of works on the
schemes & without any alteration in design reflected deviation from the
approved estimate and defective work, thus rendering the execution irregular.

The matter was reported to the management in November, 2024. The
management replied that the R.C.C work is carried out of erecting and removal
of centering R.C.C as per PWD specification of civil works.

DAC in its meeting held on 17" December 2024, directed management
to get the stated position verified from audit.

The management did not furnish the relevant documents to support their
reply, including original/revised estimate, vouchers, & MBs.

Audit fixing of responsibility on the person(s) at fault besides placing an
effective mechanism of physical monitoring during the execution of the works
prior to making payments to the contractors.

(PDP#188, AIR#10)

3.5.31 Non-execution of deposit work - Rs. 7.146 million

As per Para-170 of Accounts Code, Volume-III, “Outstanding items
under the Deposit Register should be cleared/adjusted at the close of the financial
year. Further as per para 399 (iii) of Central Public Works, the balances un-
claimed for more than three complete accounting years should be credited to the
Government as lapsed deposits.”

During the audit of the following offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23& 2023-24, it was observed that an amount of Rs. 7.146 million
was retained as outstanding balance against the deposit works. Details are as
under:

(Rs. in Million)

S Name of Office PDP# Para | Financial Amount
0. No. year

1 Education Works Division, Sukkur 27 8 2022-23 2.250

2 Education Works Division, Mirpurkhas 234 9 2023-24 3.526

3 Education Works Division, Badin 223 5 2023-24 1.370

Total 7.146
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Audit is of the view that the expenditure against the deposit work without
the authorization of the Finance Department stands irregular and retention of
deposit amount without carrying out the intended works caused blockage of
public money.

The matter was reported to the management during May to November
2024. The management replied that four schools were under execution in “PW
deposit works” out of which three schools have already been got completed and
remaining school not completed since plot was not handed over to division.
(Sr.1). The deposit work amount was transferred / adjusted through transfer entry.
(Sr.2,3).

DAC in its meeting held on 17" December, 2024 directed that PAO/
Secretary to justify delay in /non-completion of schemes on time and
responsibility be fixed on persons at fault (Sr.1). For remaining offices, DAC
directed to get the stance verified from audit.

Replies/record of management were not tenable since expenditure
incurred without approval of the Finance Department and retention of deposit
amount without carrying out the intended works caused blockage of public
money.

Audit recommends compliance with DAC directives besides
strengthening its internal control system to avoid such lapses in future.

3.5.32 Non-recovery of stamp duty— Rs. 3.770 million

According to Para 22-A of Stamp Act, 1899, it is the duty of the
Competent Authority to recover the Stamp Duty and affix the same, while
execution of Agreement @ 0.35 paisa per hundred rupees of the value of the
Agreement or against tender cost.

During the audit of the following offices of the School Education &
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that various works were awarded, but
stamp duty @ 0.35% amounting to Rs. 3.770 million was neither affixed on the
agreements nor deducted from the running account bills. The details are given as
under:
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(Rs. in Million)

S; Name of office Flr\](ir;?al PDP# P'g:,':# Amount
1 Education Works Division, Sukkur 2022-23 1 1.264
2 Education Works Division Ghotki 2022-23 4 0.638
3 Education Works Division, Sujawal 2022-23 01 4 0.181
4 Education Works Division, Larkana 2022-23 6 0.250
5 Education Works Electric Division, Larkana 2022-23 19 0.111
6 Education Works Division-I11, Karachi (East) 2023-24 96 7 0.119
7 Education Works Division-1V, Karachi (South) 2023-24 104 9 0.104
8 Education Works Division Thatta 2023-24 130 32 0.163
9 Education Works Division-VI, Karachi (Malir) 2023-24 146 9 0.523
10 | Education Works Division, Khairpur 2023-24 161 18 0.195
11 | Education Works Division, Sujawal 2023-24 193 5 0.222

Total 3.770

Audit is of the view that the non-recovery of stamp duty resulted in non-
realization of government revenue.

The matter was reported to the management during May to November,
2024. The management replied that stamps @ 0.35% were affixed on the
contract agreements.

DAC in its meeting held on 17" December, 2024, directed the
management to get the para verified from audit. No documentary evidence in
support of replies were produced.

Audit recommends recovery and strengthening of internal controls.

Note:  The issue was also reported earlier in the Audit Reports for Audit Years
2021-22, 2022-2023,2023-24 vide para numbers 3.5.23, 3.5.29, 3.5.3 having
financial impact of Rs. 14.434 million. Recurrence of same irregularity is a
matter of serious concern.

3.5.33 Non/ less deduction of SST— Rs. 9.444 million

As per Sindh Revenue Board (SRB) letter dated 29-08-2019, Sindh Sales
Tax Shall be levied at the rate of 5% on all the bills of contractors/vendors
(service providers) on payment for all Civil work/construction works & repair
of all government building works and similar other works along with all other
taxable services at the applicable rate of tax prescribed in 2nd schedule to the
Act 2011.
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During the audit of the following offices of the School Education &
Literacy Department, (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that SST on services amounting to
Rs. 9.444 million was not/ less deducted from the bills while making payment to
the contractors. Details are as under:

(Rs. in Million)
S;' Name of office FY ng SDSU_? 'I\Dlgg Ded. Argﬁgnt
Education Works 2022-23 0575 | 0575 | 0 0575
ivision, Jacobabad,
o | Education Works 2022-23 0426 | 0 |0093|  0.333
Division, Sujawal
Education Works
3 | Division-Il (Central), | 2022-23 1.206 | 1.206 0 1.206
Karachi 4
Electric Education
4 | Works Division-I, 2022-23 7.142 0 3.284 3.858
Karachi
Electric Education
5 | Works Division-II 2022-23 0.335 | 0.335 0 0.335
Karachi
g | Education works 2023-24 | 239 | 3137 | 3137 | 0O 3.137
Division Sanghar
Total 9.444

Audit is of the view that due to non-deduction of SST on services, the
government sustained loss of revenue.

The matter was reported to the management during May to November,
2024. The management replied that the deduction of SST at the rate of 5% was
made from the bills of contractors. In certain cases, SST was not deducted as the
schemes pertained to the exemption period i.e. prior to July, 2020.

DAC in its meeting held on 17" December, 2024 showed serious
concerns for non-recovery of the due tax at the time of payments and directed
the management to expediate recovery and, in those cases, payment has already
been paid, documentary evidence may be provided to audit.

The management failed to provide relevant record i.e. form-78 & 46,
voucher, challan/CPR, reconciliation with tax department to audit.
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Audit recommends recovery of the tax at the earliest besides placing
mechanism to enhance the tax compliance in organization.

Note: The issue was also reported earlier in the Audit Report for Audit Year
2023-24 vide para number 3.5.6 having financial impact of Rs. 33.592 million.
Recurrence of same irregularity is a matter of serious concern.

3.5.34 Irregular execution of work beyond 15% of the original contract
amount - Rs. 92.480 million

As per Rule-(16)(1)(e) of Sindh Public Procurement Rules, 2010,
“Repeat Orders means, procurement of additional quantities of the item(s) from
the original contractor or supplier, where, after the items originally envisaged for
the project or scheme have been procured through open competitive bidding and
such additional quantities of the same item(s) of goods or works are needed to
meet the requirements of the project or scheme provided that the cost of
additional quantities of items shall not exceed 15% of the original contract
amount.”

During the audit of the following offices of the College Education
Department, (Education Works), Government of Sindh for the financial years
2022-23 & 2023-24, it was observed that various works were awarded at a cost
of Rs.147.686 million. Later, the cost and scope of the works were enhanced to
Rs.240.174 million beyond the permissible limit of 15% of the original work.
The details are as under:

(Rs. in Million)

AIR Bid Revised | Beyond | Excess
Sr.# Name of Office PDP# 4 Cost Cost 15% %
1 Executive  Engineer,
College Education
(Works) Division, 13 01 77.850 | 141.236 | 63.378 81.04
Sukkur
2 Executive  Engineer,
College Education
(Works) Division, 34 10 69.836 | 98.938 29.102 42
Hyderabad
Total | 147.686 | 240.174 92.48

Audit is of the view that the execution of work beyond the prescribed
limit of 15% and without calling fresh tender is violation of SPPRA rules which
reflected poor project oversight and faulty planning.

136



The matter was reported to the management during August & October
2024. The management replied that according to site requirement, the works
were revised with the approval of competent authority due to enhanced scope of
work.

DAC in its meeting held on 03-01-2025 & 14-01-2025, directed the PAO
to look into the matter of enhancement in the scope of schemes. Further, to
produce the relevant record for verification to Audit.

Audit recommends implementation of DAC directives besides
strengthening its project planning and procurement regulations.

3.5.35 Excess execution of various items than estimated quantity -
Rs.19.834 million

As per Appendix 18-A of Sindh Financial Rules Vol-I, “Every
Government servant should realize fully and clearly that he will be held
personally responsible for any loss sustained by Government through fraud or
negligence on his part and that he will also be held personally responsible for
any loss arising from fraud or negligence on the part of any other Government
servant to the extent to which it may be shown that he contributed to the loss by
his own action or culpable negligence.”

During the audit of the Executive Engineer, College Education (Works)
Division, Sukkur, for the financial year 2023-24, it was observed that
expenditure of Rs. 19.834 million was incurred on the earth work, pacca bricks,
steel, stone ballast and paving blocks over and above the estimated quantity. The
details are given in Annex-9 of Chapter-3.

Audit is of the view that excess execution of items of work over and
above the estimated quantity resulted in violation of prescribed rules.

The matter was reported to the management in August, 2024. The
management replied that the expenditure was incurred after observing codal
formalities and as per site requirements. Further excess amount will be recovered
in the subsequent bills.

DAC in its meeting held on 03-01-2025 & 14-01-2025, directed the PAO
to constitute fact finding committee to inquire into the matter.
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Audit recommends implementation of DAC directives besides
strengthening its planning and monitoring mechanisms to avoid such variations
during execution of works in future.

3.5.36 Un-justified payment to the contractor without execution of work-
Rs. 4.029 million

According to Rule-11 of General Financial Rules, Volume-1, “Each head
of a department is responsible for enforcing financial order and strict economy
at every step. He is responsible for observance of all relevant financial rules and
regulations both by his own office and by subordinate disbursing officers.”

During the audit of the Executive Engineer, College Education (Works)
Division, Sukkur, for the financial year 2023-24, it was observed that payment
of Rs. 4.029 million was made against the supply of material in previous bill i.e.
11" Running Account bill, however, the same was not recovered in the
subsequent bill i.e. 12" Running Account bill in violation of rules.

Audit is of the view that payment without execution of work is undue
benefit to the contractor.

The matter was reported to the management in August, 2024. The
management replied that the contractor was paid as per SPPRA Rule. However,
the amount was recovered on behalf of work done in the 12" R.A bill.

In its meeting held on 03-01-2025 & 14-01-2025, DAC directed the PAO
to constitute facts findings committee to inquire into the matter.

Audit recommends inquiry into the matter besides ensuring physical
inspection of works during execution before payments to the contractors.

(PDP#47, AIR#13)

3.5.37 Irregular expenditure on difference of cost - Rs. 19.178 million

Planning & Development Department Government of Sindh, vide
notification No.SO(Admin)P&D/12(165)/2018 dated 01-03-2023 stated that,
“The new rates are applicable to the new unapproved schemes and the ongoing
schemes where work to be done (remaining work) and not on the work already
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executed and paid. Further, interim relief was allowed on 129 material items
w.e.f 11-10-2022 on the remaining work. vide No.SO(Admn-1) P&D 1/ 12 dated
28 October, 2022.”

During the audit of the Executive Engineer, College Education (Works)
Division, Sukkur, for the financial year 2023-24, it was observed that an
expenditure of Rs.19.178 million was incurred on payment of difference of cost
of cement, bricks and steel, however, the escalation chart as required under rules

was not prepared to authenticate the actual quantities. The details are as under:

(Rs. in Million)
Wi/o
Name of work & Item Quantity Rate Unit Amount
Bill#
490 180 Per Bag 0.088
Cement 5680 325 Per Bag 1.846
Establishment of 1010 650 Per Bag 0.656
Govt. Girls 912, 314753 1000 Per 1000 0.315
Degree 15/1/2021 Bricks 181239 3000 Per 1000 0.544
College Rohri 10th 107447 6000 Per 1000 0.645
District Sukkur 43.123 24000 | Per Ton 1.035
Steel 110.512 112000 | Per Ton 12.377
10.825 154500 | Per Ton 1.672
Total 19.178

Audit is of the view that without escalation chart, the payment against
difference of cost of material is irregular.

The matter was reported to the management in August, 2024. The

management replied that escalation approved by higher authorities and the same
are available on record.

DAC in its meeting held on 03-01-2025 & 14-01-2025, directed to
provide documentary evidence to get the para verified from audit. No record was
produced till finalization of the Audit Report.

Audit recommends recovery of the excess amount and strict adherence
to the government instructions to avoid excess payments in future.

(PDP#44, AIR#03)
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3.5.38 Irregular payment at part rate — Rs. 12.745 million

According to Clause-8 of the Standard Bidding Document for the works,
“In cases where the items of work are not accepted as so completed, the
Engineer-in-charge may make payment on account of such items at such reduced
rates as he may consider reasonable in the preparation of final or on running
account bills with reasons recorded in writing.”

During the audit of the Executive Engineer, College Education (Works)
Department, Hyderabad for the financial years 2022-23 & 2023-24, it was
observed that the payment for various items of works of Rs. 12.745 million was
allowed on part rates without any reasons. The details are as under:

(Rs. in Million)
CV# W.0 # Name of work Item Qty Rate Amount
Rehabilitation & | P/F Varona 310.34
Provision of | Marble (A) 10200 274 2.195
Missing Facilities | P/F Varona 310.34
in District Matiari | Marble (B) 3000 250 0.750
06 535-A @ G Sarwari | P/F Varona 387.22
22-05- | 21-04- ) 21000 y 7.350
24 29 Islamia College | Marble (C) 350
Boys Hala P/L Hala Tiles 8” 2520 34520.31 0.756
(M/S Allah Jurio | X 87 x1/42520 30000 '
Constt: Co) 1%t Class deodar 902.93
Total 12.745

Audit is of the view that the management was required to carry out the
work as composite item, but payment made at part rate implies that the payment
was made in advance without provision in the rules which depicted weak
financial controls.

The matter was reported to the management in October, 2024. The
management replied that the part rate was allowed in R.A bill not reduced rate.

In its meeting held on 03-01-2025 & 14-01-2025, DAC showed serious
concerns for allowing part rate on supply of material at site and directed the PAO
to take measures to stop such practice in future.

Audit recommends inquiry into the matter besides ensuring
discontinuation of such payments without actual execution of works.

(PDP#29, AIR#4)
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3.5.39 Less deduction of security deposit - Rs. 2.599 million

As per Rule 7.12.3 of SPPRA, Procurement Regulation (Works).
“Procuring Agency will retain/deduct from each interim/running payments due to
the contractor, the security deposit in proportion stated in the contract data/data
sheet until completion of the whole of the works. The cumulative total of such
amount will be 5% of the bid total mentioned in the letter of acceptance. In this
way, the total amount with the procuring agency will be ten percent of the bid cost
in the shape of performance security and retention money/security deposit.
Recoveries so made from the contractor are returned to procuring agency as per
terms and conditions of contract.”

During the audit of the Executive Engineer, College Education (Works)
Division, Hyderabad for the financial years 2022-23 & 2023-24, it was observed
that an amount of Rs. 130.075 million was paid to contractors, but the security
deposit of Rs. 2.599 million was less deducted. The details are given in Annex-
10 of Chapter-3.

Audit is of the view that due to short deduction of security deposit; the
government’s interest was not safeguarded and undue favor was extended to the
contractor.

The matter was reported to the management in October, 2024. The
management replied that as per SPPRA 2010, the security has been obtained at
5% as earnest money and 3% deducted from each bill of work.

In its meeting held on 03-01-2025 & 14-01-2025, DAC showed concerns
due to less deduction of security deposit and directed to recover the amount from
the subsequent R.A. bills.

Audit recommends expeditious recovery in the light of DAC directives.

(PDP#28, AIR#03)
3.5.40 Sub-standard execution of R.C.C-Rs. 6.474 million

According to Rule-11 of General Financial Rules, Volume-I1, “Each head
of a department is responsible for enforcing financial order and strict economy
at every step. He is responsible for observance of all relevant financial rules and
regulations both by his own office and by subordinate disbursing officers.”
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During the audit of the Executive Engineer, College Education (Works)
Division, Sukkur, for the financial year 2023-24, it was observed that an
expenditure worth Rs. 6.474 million was incurred on the execution of R.C.C for
which the estimated Quantity of steel was required of 1029.186 cwt, however,
the executed quantity of steel was 764.418 cwt which is less than the estimated
quantity. Hence, sub-standard work was executed. The details are as under:

(Rs.in Million)

Qty Exec. Qty to Qty

Name of Scheme e?:i);nsetseeclj RCC Qty be used used Diff. sgté Amount
Estm. RCC steel steel

Conversion of

Higher Secondary

School to Degree 1029.18 264.

College at 2314.125 | 43197 | 19212 6 764.418 768 337 6.474

Khanpur  Mahar

Khangarh, Ghotki

Audit is of the view that due to less execution of steel in the R.C.C
resulted in substandard execution of work.

The matter was reported to the management in August, 2024. The
management replied that the expenditure was incurred after observing codal
formalities and steel was used as per site requirement.

DAC in its meeting held on 03-01-2025 & 14-01-2025 directed the PAO
to constitute facts finding committee to look into execution of sub-standard
work.

Audit recommends compliance with DAC directives besides
strengthening internal controls in the organization.

(PDP#15, AIR No.05)

3.5.41 Excess expenditure over & above 5% of Technical Sanction-
Rs.11.572 million

According to Para-532 of Public Works Department Manual, Volume-1,

“A revised estimate must be submitted when sanctioned estimate is likely to be
exceeded by more than 5%.”

142




During audit of the Executive Engineer, College Education (Works)
Division, Sukkur, for the financial year 2023-24, it was observed that an
expenditure of Rs. 11.572 million was made in excess of the prescribed limit of
5% over and above the technical sanction without revision of the same. The
details are as under:

(Rs. in Million)
Sr. Name of work Name of Bid Exp. Excess | Excess
# contractor | Amount | Amount exp. %

R/P of missing facilities in
existing Colleges in Distt. | M/s Anees
Sukkur @ Govt. Islamia | Ahmed

Science College Sukkur

34.880 42.603 7.722 22

R/P of missing facilities in
existing Colleges in Distt. | M/s Majid
2 | Sukkur @ Govt. Boys | Gulzar 17.665 21.515 3.850 21
Shaheed A. Aziz Bullo | Shaikh
Degree College Pano Akil

Total 52.545 64.118 11.572

Audit is of the view that execution of the works above 5% and non-
revision of the technical sanction stands irregular.

The matter was reported to the management in August, 2024. The
management replied that the expenditure was incurred after observing codal
formalities and expenditure was incurred per site requirement, estimate has been
revised.

DAC in its meeting held on 03-01-2025 & 14-01-2025, directed to
produce relevant record to audit for verification.

Audit recommends effective planning mechanism in place to avoid such
issues having financial impact in future.
(PDP # 22, AIR#15)

3.5.42 Unjustified expenditure on steel- Rs. 1.774 million

According to Rule-11 of General Financial Rules, Volume-I, “Each head
of a department is responsible for enforcing financial order and strict economy
at every step. He is responsible for observance of all relevant financial rules and
regulations both by his own office and by subordinate disbursing officers.”
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During the audit of the Executive Engineer, College Education (Works)
Division, Sukkur, for the financial year 2023-24, it was observed that
expenditure of Rs. 1.774 million was incurred on payment against steel without
execution of R.C.C work. The details are as under:

(Rs. in Million)

Name of work Bill# | Item Quantity | Rate Unit Amount
C/R of Boys Degree 12" | Steel 2052.869 | 5001.70 | P.Cwt 0.697
College Sukkur Escalation | 6.971 154500 | Ton 1.077
Total 1.774

Audit is of the view that execution of steel without execution of R.C.C
resulted into excess payment and undue benefit to the contractor.

The matter was reported to the management in August, 2024. The
management replied that the expenditure was incurred after observing codal
formalities and payment was allowed for the supply of steel and adjusted in the
subsequent running account bills.

DAC in its meeting held on 03-01-2025 & 14-01-2025 directed that
responsibility may be fixed on the persons at fault.

Audit recommends inquiry and fixing of responsibilities on the person at
fault.
(PDP#18, AIR#09)

3.5.43 Unjustified expenditure on earth work- Rs 1.986 million

According to Rule-11 of General Financial Rules, Volume-I, “Each head
of a department is responsible for enforcing financial order and strict economy
at every step. He is responsible for observance of all relevant financial rules and
regulations both by his own office and by subordinate disbursing officers.”

During the audit of the Executive Engineer, College Education (Works)
Division, Sukkur, for the financial year 2023-24, it was observed that payment
worth Rs 1.986 million was made to M/s Muhammad Fahad Dahar for items of
filling, watering & ramping earth executed in the following colleges, however
the same items of works were already included in the estimates of works awarded
to other contractors. The details are as under:
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(Rs. in Million)

Cost Payment Name of
Center Cheque# Date contractor | Amount against work actual
contractor
C/R of Boys | M/s Al
SY5068 | 5163563 | 24-06-24 0.499 | Dearee Ameer Ent.
College
Sukkur
Govt. Degree | M/s Intel
SY5068 | 5163562 | 24-06-24 0.494 College Construction
M/s Fahad Daharki Co.
Dahar C/R of Boys | M/s Al
SY5068 | 5163561 | 24-06-24 0.499 | Dearee Ameer Ent.
College
Sukkur
Govt. Degree | M/s Intel
SY5068 | 5163564 | 24-06-24 0.494 College Construction
Daharki Co.
Total 1.986

Audit is of the view that genuineness of the expenditure on items cannot
be ascertained as the same items of work had already been awarded to the other
contractors.

The matter was reported to the management in August, 2024. The
management replied that the expenditure was incurred after observing codal
formalities and expenditure was incurred on earth work that was required due to
rain.

DAC in its meeting held on 03-01-2025 & 14-01-2025 directed the PAO
to constitute facts findings committee to inquire into the matter.

Audit recommends implementation of DAC directives.
(PDP#16, AIR #07)

3.5.44 Non-crediting of Call Deposits & Income Tax Receipts — Rs. 86.860
million

According to Para-63 of CPWA Code, “When money is received by
Government officers on behalf of the Government it should be at once brought
to account. Furthermore, as per Rule-75 and Rule-76 of CPWA code, the officer
in charge of call deposit should keep a book in Form-4 in which all remittances
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to the treasury should be entered upon and account of call deposit transactions
should be maintained in form-I of call deposit as regular arrangement.”

During the audit of the following offices of the School Education and
Literacy Department (Education Works), Government of Sindh for the financial
years 2022-23 & 2023-24, it was observed that an amount of Rs. 86.860 million
was received as bid security and income tax receipts from contractors. However,
the management failed to deposit the same in the government treasury as per the
rule. Details are as under:

(Rs. in Million)
Sri# Name of office Particulars Financial | PDP | AIR Amount
Year # #
Education Works Division- . .
1 II (Central), Karachi Bid Security | 2022-23 11 0.875
Education Works Electric 14
2 L Bid Security | 2022-23 16 2.621
Division, Larkana
g | Education Works Division, | gy conrity | 202324 | 122 | 14 39.41
Thatta
4 | Education Works Division, | gy gocyyrity | 202324 | 253 | 13 7.095
Khairpur
5 | Education Works Division, | giy socrity | 2023-24 | 256 | 15 4.86
Khairpur
Education Works Division . .
6 Thatta Bid Security | 2023-24 131 33 8.64
7 | Education Works Division | oo 1oy | 202223 | 21 | 2 | 18085
Ghotki
g | Education Works DIVISION | 40 fee | 2023-24 | 123 | 15 0.414
Thatta
g | Education Works Division | giy socrity | 2023-24 | 257 | 16 4.860
Khairpur
Total 86.860

Audit is of the view that retaining government money instead of
depositing it in the government treasury is violation of prescribed rules.

The matter was reported to the management in November, 2024. The
management replied that on the request of contractors, the pay orders were
returned to the contractor and the amount of bid security are regularly deducted
from the contractor’s running account bills & bid security is credited to the
relevant government account. (Sr. 1,3,4,5). Income tax & tender fee has been
deposited into the government account. (Sr. 7, 8). Neither submitted reply nor
attended the meeting (Sr.2 &6).
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DAC in its meeting held on 17" December, 2024, showed displeasure and
suggested the PAO to issue explanation and further directed to submit reply and
get the stance verified from audit for Sr.2 & 06. In remaining cases, DAC directed
to get the paras verified within two days.

The management did not furnish the relevant record such as (i) Form-28
(Hand receipt) (ii)Work order (iii) Form-78 (iv) challans to authenticate the
contention of the management.

Audit recommends recovery and strengthening of internal control to
ensure timely deposit of the outstanding amount in the government exchequer.

Note: The issue was also reported earlier in the Audit Report for Audit Year
2022-23, 2020-24 vide para number 3.5.27,3.5.25 having financial impact of Rs.
18.022 million. Recurrence of same irregularity is a matter of serious concern.

3.5.45 Un-justified award of works after elections -Rs. 13.807 million

According to Appendix-18-A, Section-l1 of Sindh Financial Rules,
Volume-II, “Every Government servant realizes fully and clearly that he will be
held personally responsible for any loss sustained by Government through fraud
or negligence on his part, and that he will also be held personally responsible for
any loss arising from fraud or negligence on the part of any other Government
servant to the extent to which it may be shown that he contributed to the loss by
his own action or culpable negligence.”

During the audit of the Executive Engineer, Education Works Division
Naushahro Feroze for the financial year 2023-24, it was observed that an amount
of Rs. 13.807 million was paid from funds released for the purpose of M&R
works in the schools declared as polling stations. However, as per work orders,
it was evident that the expenditure was incurred after the elections which is
unjustified. Details are given in Annex-11 of Chapter-3.

Audit is of the view that the issuance of work orders after the general
elections is meaningless as the purpose of budget released was not fulfilled which
is tantamount to unjustified expenditure.

The matter was reported to the management in October, 2024. The
management replied that minor repair works were conducted in schools
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designated as polling stations for the General Election 2024. Bills for the
completed work were submitted and paid before the election date. Some bills
submitted after the election on February 8, 2024 were processed and paid in
accordance with the relevant rules. The reply of the management was not tenable
since the work orders were issued after the elections, which negates the
contention of the management.

DAC in its meeting held on 17" December, 2024 directed to conduct
enquiry in this matter.

Audit recommends implementation of DAC directives besides

strengthening of internal controls.
(PDP#181, AIR#3)

148



Chapter-4. IRRIGATION DEPARTMENT
4.1 Introduction

Irrigation Department was established in 1970 with the dissolution of
One-Unit. The major official obligation of the Irrigation Department is operation
and maintenance of the irrigation and flood protection system. The overall
objectives and functions of the department are summarized as follows:

a. Regulation of flows of River Indus and canal systems, covering
Inter Provincial and Intra Provincial Systems.

b. Execution of development schemes and mega projects.

c. Operation, maintenance, development and management of
irrigation network, surface drainage system and tube-wells.

d. Flood control along River Indus and hill torrents.

(Rs. in Million)
s Total . Expenditure audited
Sr. # Description NoS Audited EY 2023-24
1 Formations 64 50 48,261.480
2 Foreign Aided Projects (FAP) 05 05 32,403.862

4.2 Comments on Budget and Expenditure (Variance analysis)

The accounts for the Financial Year 2023-24 were audited on test check
basis. Following is the position of budget, expenditure and receipt of the
department:

(Rs. in Million)

. . . Excess /
Original Budget | Final Budget Releases Actual Expenditure (Savings)
60,621.573 60,919.322 59,164.689 57,875.900 (1,288.788)

The department was unable to spend the allocated budget in time. As a
result, savings of Rs. 1,288.788 million was observed.

4.3  Classified Summary of Audit Observations

Observations amounting to Rs. 38,981.611 million were raised as a result
of this audit. This amount also includes recoveries of Rs. 1,648.452 million as
pointed out by the Audit. The issues highlighted includes poor project
management which caused delays in completion of development schemes,
irregular/excess payments, non-adherence to SPPRA rules, non-recovery of due
taxes/duties, poor project planning & oversight, non-crediting of revenue in
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treasury, non-utilization of government machinery, unjustified and hasty
payments to the contractor, irregular expenditure on hiring of unskilled labor
through private firms, sub-standard execution of work, non-recovery of abiana
and water charges, no/less deduction of security deposit, lack of monitoring
during execution of physical works etc. Summary of the audit observations
classified by nature is as under:

(Rs. in Million)
Sr.#  |Classification Amount

1 |Non production of record -
2 |Inordinate delay in execution of schemes 1,762.180
3 |HR/Employees related irregularities 179.530
4 |Procurement related irregularities 18,180.097
5 |Non-achievement of targets 1,761.896
6 [Core activity, value for money and service delivery issues 5,758.044
7 |Recovery 1,648.452
8 |Planning & Execution issues 3,188.626
9 |Others 6,502.780

Total 38,981.611

4.4  Comments on the Status of Compliance with PAC Directives

The status of Audit Reports requiring compliance of the PAC directives
by the department is tabulated as follows:

No. of Compliance Compliance
Sr Audit Total Paras of E’AC of FI;AC Percentage
Paras L - . . . of Remarks
# Report discussed requiring directives directives Compliance
Compliance made not made

1 1992-93 79 28 11 17
2 1998-99 21 20 4 16
3 1999-2000 43 20 - 20 -
4 2001-02* 14 12 2 10 16.7
5 2004-05* 40 22 19 3 79.2
6 2005-06 22 14 - 14 -
7 2006-07 14 4 4
8 2007-08 17 5 5
9 2008-09 27 - - - -
10 2009-10 19 13 7 6 54
11 2010-11 32 22 - 22 -
12 2014-15 - - -
13 | 2016-17 - - -
14 | 2019-20 3 3 -
15 | 2020-21 - - -
16 | 2021-22 -
17 | 2022-23 -
18 | 2023-24 - - - -

Total 331 163 43 117

150




45 Audit Paras
4.5.1 Non-production of record

As per Section 14 (2) and (3) of the Auditor-General’s (Functions,
Powers and Terms and Conditions of Service) Ordinance, 2001:

(2) The officer in-charge of any office or department shall afford all
facilities and provide record for audit inspection and comply with
requests for information in as complete a form as possible and with
reasonable expedition.

(3) Any person or authority hindering the auditorial functions of the
Auditor-General regarding inspection of accounts shall be subject
to disciplinary action under relevant Efficiency and Discipline
Rules, applicable to such person.

During the audit of the following offices of Irrigation Department, for the
financial years 2014-23, auditable record was not furnished despite requisitions
as tabulated below:

Srit Nam_e of Particulars Financial | PDP | AIR
Office Year # #
1 | Executive | Various record i.e. budget release file,
Engineer, cash book, personal files staff, contingent
Stores register, security bond of cashier/store
Division, keeper, advance register, stock account, | 2021-22 to 67 1
Hyderabad | leave record of employees, stock account, | 2022-23
reconciliation of expenditure, logbooks,
IT challans, attendance register and
certificate of defalcation.
2 | Director Registration status of Farmer | 2014-15 to 047 | 22
Nara Water | Organizations with SIDA 2022-23
Board Revenue of water charges and | 2014-15to 250 | 25
Mirpurkhas | outstanding dues 2022-23
Bank statement of Abiana account 2014-15to 255 | 30
2022-23
Cheque books’ counter folios 2014-15to
2022-23 263 | 38

Audit is of the view that the non-production of record is a violation of
AGP ordinance and reflected negligence on the part of the management. Due to
non-production of specified record, the authenticity of expenditure could not be
ascertained.
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The matter was reported to the management during February to April,
2024. The management replied that the requisite record is available (Sr.1). The
Nara Canal AWB manages 2.6 million acres and uses multiple NBP accounts to
collect Abiana payments, transferring funds monthly to the main account. Only
two accounts’ cheque books with folios were available for audit. Other accounts
were for collection and transfer purposes (Sr. 2). The reply of the management
was not tenable as the management failed to produce record.

DAC in its meeting held on 4" September, 2024 directed the
management to provide record for verification.

Audit recommends the production of record besides, initiating
disciplinary proceedings against the person(s) at fault in accordance with
provisions stipulated in Section 14 of AGP ordinance.

Note: The issue was reported earlier also in the Audit Reports for Audit Years
2022-2023 & 2023-24 vide para numbers 4.5.1 and 4.1.1 respectively.
Recurrence of same irregularity is a matter of serious concern.

4.5.2 Cost and time over-run due to delay in completion of RBOD Project

According to Para-2.62 (xxiv) of the Manual for Development Projects,
2021 “In the case of the 2" revised PC-I, an inquiry report by the head of
sponsoring agency identifying the reason and responsibility for the inability to
complete the project after the 1% revision will be attached with the 2" revised
PC-1.”

During the audit of Executive Engineer, RBOD-Division-11, Hyderabad
for the financial years 2020-21 to 2022-2023, it was observed that project was
launched with approved cost of Rs. 14,000 million in 2001. An expenditure of
Rs. 40,000 million (Approx) as so far been incurred. However, due to inordinate
delay of almost two decades, the project cost raised to Rs. 61,985 million (with
two revision 2006 & 2017). Details are as follows:

(Rs. in Million)
Name of Project Original Revised Increase in Percentage
PC-I Cost PC-I Cost Cost Increases
Right Bank Outfall Drainage
from Sehwan to Sea 14,000 61,985 47,985 343%
(RBOD-11)
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Audit is of the view that due to failure in timely completion of the project,
the estimated cost was enhanced 343% and intended benefits could not be
achieved which reflected poor project management.

The matter was reported to the management in April, 2024. The
management neither replied nor provided the relevant record for verification.

The management informed during the DAC held on 24" to 30
December, 2024 that delay is primarily caused due to NAB enquiries and design
issues. In view of the above, DAC directed the management to produce the
relevant record to Audit for verification.

Audit recommends efficient project management and effective financial
controls besides prompt completion of the project and fixing of responsibility on
the person(s) at fault.

(PDP#56, AIR#5)

45.3 Wasteful expenditure on ill-planned Development Scheme on
irrigation channels without prior removal of encroachment -
Rs. 316.240 million

According to Section-3 (1) of the Sindh Public Property (Removal of
Encroachment) Act, 2010, “Government or any authority or officer authorized
by the government in this behalf may require the person directly or indirectly
responsible for encroachment to remove such encroachment together with the
structure, if any, raised by him on the public property, within the period not less
than two days as may be specified in the order.”

During the audit of Executive Engineer, Kotri Barrage Division
Jamshoro, for the financial year 2023-24, it was observed that rehabilitation
work on Wadhu Wah and Fasadi Wah was initiated at a cost of Rs. 495.120
million without vacating 5 to 20 feet encroachments on both sides of water
channels. Further, an expenditure of Rs. 316.240 million has so far been incurred
from the allocated budget despite the fact that these water channels have turned
into sewerage nallas with the passage of time as there is no alternate sewerage
lines for the population of Qasimabad taluka of Hyderabad. Thus, incurring an
expenditure without considering the ground realities is sheer wastage of public
resources. Details are as under:
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(Rs. in Million)
Cost of
scheme

Name of work Encroached area

Rehabilitation of Wadhu Wah RD 0+000 to
RD 8+800 and Fasadi Wah RD 9+000 to RD
8+800 with CC lining and repair of brick
lining

From RD 9+000 to
18+000 the IP & NIP side 495.120
of both Wah

Audit is of the view that initiation of development work without
removing the encroachments and other obstacles reflected poor project
management and wastage of government resources.

The matter was reported to the management in August, 2024. The
management replied that the request for providing assistance in removal of
encroachment and provision of necessary force was forwarded to the Deputy
Commissioner Hyderabad.

DAC in its meetings held on 24" to 30" December, 2024 directed the
management to submit revised reply along with detailed justification to Audit
for verification.

The management produced correspondence letters with the DC,
Hyderabad. The record revealed that there were 50 encroachments on NIP side
of Wadhu Wah and 61 encroachments on IP side of Wah. Whereas detail of
encroachments on Fasadi Wah was not produced. The reply of the management
was not tenable as status of these encroachments and other obstacles were the
same as it was during the period of audit execution. Further, no justification was
provided regarding initiation of development work on site despite encroachment.

Audit recommends fixing of responsibility on the person(s) at fault
besides strengthening of internal controls to avoid initiation of such schemes in
future.

(PDP#420, AIR#01)

45.4  Failure to prioritize development schemes to achieve its objectives-
Rs. 299.204 million

As per Para-17 of C.P.W.A Code, “The Divisional officer, as the primary

disbursing officer of division, is responsible not only for the financial regularity
of the transactions of the whole division but also for the maintenance of the
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accounts of the transactions correctly and in accordance with the rules in force.”
Further, as per the condition of work orders issued to contractors the contractor
should start the work within 07 days after the issuance of work orders.” Further,
according to Rule 11 of General Financial Rules, Volume-I, “Each head of a
department is responsible for enforcing financial order and strict economy at
every step. He is responsible for observance of all relevant financial rules and
regulations both by his own office and by subordinate disbursing officers.”

During the audit of Executive Engineer, Hala Irrigation Division Hala,
Hyderabad for the financial year 2023-24, it was observed that funds were not
released during the current financial year for the ADP scheme of 2019-20
Program whereas, expenditure of Rs.299.204 million was already incurred on
the scheme in previous years. Hence, ADP scheme was not prioritized on the

basis of public importance. Details are as under:
(Rs. in Million)
FY 2023-24 Overall Physical
Releases | Expenditure | Expenditure | progress

Name of scheme

Lining of Sarhari, Barandi,
Maidasi, Shahdadpur Minors - - 299.204 63%
and Odhiano, Lundo Distry

Audit is of the view that due to non-release of funds, schemes of public
importance were compromised which reflected weak project management.

The matter was reported to the management in September, 2024. The
management replied that the scheme consists of seven channels, out of which
five channels has already been completed, whereas work of remaining two
channels is partially completed because of non-release of funds.

DAC in its meetings held on 24" to 30" December, 2024 directed the
management to provide MEC, Completion and Progress reports of five
completed channels and pursue remaining two channels for timely completion.
No reports were produced to audit till finalization of the audit report.

Audit recommends completion of the public importance schemes on
priority basis to enhance its outcomes by allocation of required financial
resources.

(PDP#491, AIR#1)
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4.5.5 Doubtful execution of emergent work - Rs. 429.484 million

As per Rule-88 of Sindh Financial Rules, Volume-I states that, “Every
public officer is expected to exercise the same vigilance in respect of the
expenditure incurred from public money as a person of ordinary prudence would
exercise in respect of expenditure of his own money.”

During the audit of Executive Engineer, Upper Pinyari Division, Tando
Mohammad Khan @ Hyderabad for the financial year 2023-24, it was observed
that works of Rs. 429.484 million were awarded on emergency basis to restore
damages and stone pitching along Hajipur Bund without competitive bidding.
Following irregularities were noticed;

I.  The work was awarded on 27.01.2023 for 04 months till 28.05.2023
whereas, the same was continued upto 30.06.2024 which indicates that
there was as such no emergency.

ii.  Emergency was declared by the PAO on 26.01.2023 and on the same day
bid was called on short notice and opened on 27.01.2023 within 24 hours.

iili.  Work was awarded without obtaining call deposit.
iv. ~ Work was awarded on the basis of single bid/ quotation without its
comparison to market rates.

v.  Variation in premium was abnormal. The quoted bid was 140.58% above
the engineer’s estimate whereas, payment was made upto 135.78%
against claim of upto 129.98% as per R.A bill.

Audit is of the view that works were awarded to the specified contractor
at higher rates on the grounds of self-created emergency which reflected undue
favor to the contractors and weak financial management.

The matter was reported to the management in October, 2024. The
management replied that emergency procedure was adopted under SPPRA Rule
16 (b) (viii) and work was awarded on short notice of 24 hours. The extension
was granted by the competent authority as per admissibility. Further, call deposit
2% was not obtained whereas, 10% security deposit was recovered from R.A
bills. The premium 140.59% above was approved by the competent authority.

DAC in its meetings held on 24" to 30" December, 2024 was not
satisfied with the reply of the management and directed to furnish proof of
existence of the emergency and justify reasons for giving higher premium with
documentary evidence.
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The management submitted record for verification. The reply of the
management was not tenable as work was awarded without obtaining call deposit
@ 2% and undue favor was extended to the contractor by deducting same from
R.A bills. Further, premium upto 140.59% was allowed beyond permissible
limit. Further, existence of emergency was also not supported with documentary
evidence.

Audit requires an enquiry in the matter and fixing of responsibility on the
person(s) at fault.
(PDP#501, AIR#01)

45.6 Sub-standard execution of work — Rs. 60.241 million

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”

During the audit of the Secretary, Irrigation Department, Government of
Sindh, Karachi for the financial year 2023-24, it was observed that payment of
Rs. 60.241 million was made to the contractor despite execution of sub-standard
work of stone pitching on S.M Bund. The Chief Engineer Left Bank Circle,
Sukkur vide letter No. CDO/G-20/2023/2618 dated 19-06-2023 reported major
deficiencies such as non-maintenance of proper slope of bund, poor quality of
stone boulders, improper toe wall of the bund etc. Details are as under:

(Rs. in Million)
Item Quantity Unit Rate Amount
Stone pitching including sub base with
hammer dressed stone on surface laid-in | 408,488.5 | % Cft 5,377.63 21.967
course including.
Premium 134.10% 29.457
Difference cost of material 8.816
Total 60.241

Audit is of the view that execution of sub-standard work reflected
ineffective monitoring.
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The matter was reported to the management in July, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that irregularities and deficiencies related to the subject work have been
removed.

DAC in its meetings held on 24" to 30" December 2024 directed the
management to get the stated position verified from Audit.

The management produced letter No. 3125 dated 20-07-2023 which
revealed that inspection of site after rectification was conducted by Assistant
Engineer and Executive Engineer. The reply of the management was not tenable
as no evidence was produced whether the sub-standard stone boulders were
replaced with new stone boulder from well reputed quarry or otherwise.

Audit requires enquiry and fixing of responsibility on the person(s) at
fault besides placing an effective mechanism of physical monitoring during the
execution of the works prior to making payments to the contractors.

(PDP#384, AIR#02)

4.5.7 Abnormal delay in the execution of schemes - Rs. 1,762.180 million

According to Para-17 of C.P.W.A Code, “The Divisional officer, as the
primary disbursing officer of division, is responsible not only for the financial
regularity of the transactions of the whole division but also for the maintenance
of the accounts of the transactions correctly and in accordance with the rules in
force.” Further, as per the condition of work orders issued to contractors, “The
contractor should start the work within 07 days after the issuance of work order.”

During audit of the following offices of Irrigation Department, for the
financial years 2022-23 and 2023-24, it was observed that various important
schemes worth Rs. 1,762.180 million were not completed despite lapse of 2 to
7 years. Details are given at Annex-1 of Chapter-4.

Audit is of the view that the non-completion of the schemes within
stipulated time reflected negligence on the part of the management which
resulted into cost overrun.

The matter was reported to the management during February to
November, 2024. The management replied that delay in completion of schemes
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was due to enhancement in the scope of work and insufficient release of funds.
The reply of the management was not tenable as no cogent reasons was provided
for delaying the old schemes and failed to provide details of financial releases
on these schemes.

DAC in its meetings held on 16" August, 24" to 30" December 2024,
directed to get the record verified from audit and Chief Engineer concerned to
conduct inquiry in the matter and share report with PAO and Audit. for office at
Sr. 5. The enquiry report from the chief engineer is awaited till the finalization
of the audit report.

Audit requires completion of schemes on priority basis besides taking
legal action against the contractors and the concerned officers/officials.

Note: The issue was reported earlier also in the Audit Report for Audit Year
2023-24 vide para number 4.5.75 having financial impact of Rs. 898.090 million.
Recurrence of same irregularity is a matter of serious concern.

45.8 Neglecting high-risk streams for constructing dams to mitigate
floods

According to PC-I of the project, in monsoon 2022, “Sindh witnessed
extreme rainfall and torrential rains on the Kirthar hills resulting in massive
flooding in the province. This inundated Kashmore, Qambar Shahdadkot,
Larkana, Dadu, Sehwan, Khairpur Nathan Shah, Sanghar, Khairpur Mirs and
Badin. Further, as per the PDMA website, www.pdma.gov.pk,” The floods/rain
category of district Malir and Jamshoro were as follows:

Sr. No. Name of district Nature of hazard Category Severity

01 Malir Floods /Rain Monsoon Medium
Heavy Rainfall Monsoon Low

02 Jamshoro Riverine Floods Monsoon Medium

During the Financial Attest Audit of Irrigation Component of SFERP for
the financial year 2023-2024, it was observed that only emergency repair and
rehabilitation work on damaged infrastructure was carried out in most effected
districts including Sukkur, Larkana, Khairpur, Hyderabad, Mirpurkhas, Sanghar,
Shaheed Benazirabad and Jamshoro. However, new flood detention dams were
not proposed in PC-I in highly affected districts of Sindh.

159



Further, seven districts of Karachi Division and Jamshoro were
categorized in medium/low stage by the PDMA on the basis of year-wise floods
and rain occurrence. Out of 30 districts of Sindh, 11 districts (Details are at
Annex-2 of Chapter-4) were placed in high monsoon category. Whereas, all the
flood detention dams were constructed in Malir District valuing Rs. 9,786.633
million. Detail of constructed dam sites are as follows:

[Rs. in Million]
Name of Work.executed on floo_d
Sr. No. d detention dams in Malir PC-I cost
ams .
district

01 DD/W-L01 Lat River 807.571
02 DD/W-L02 Lat River 861.469
03 DD/W-L03 Lat River 751.243
04 DD/W-L04 Lat River 990.951
05 DD/W-M2 Mol River 1,011.490
06 DD/W-M3 Mol Tributary 924.103
07 DD/W-M4 Mol Tributary 834.510
08 DD/W-M5 Mol Tributary 948.917
09 DD/W-M6 Mol Tributary 982.567
10 DD/W-M7 Mol Tributary 780.628
11 DD/W-M8 Mol Tributary 893.184
Total 9,786.633

Audit is of the view that failure in prioritizing construction of dams in
high-risk streams as per the actual damages resulted in extra burden on the public
exchequer in terms of interest-bearing loan.

The matter was reported to the management in August, 2024. The
management replied that works on flood detention dams/weirs were proposed on
high flood streams of Lat Nai (Malir) and Mole Nai (Jamshoro) near Karachi to
avoid urban flooding affecting M-9 motorway before disposal of the same in
Arabian sea through Malir river. The works on the same were executed after
approval in the PC-1 from the competent forum. The reply of the management
was not tenable as majority of the damages in Monsoon, 2022 as per the PC-I,
were witnessed as a result of extreme rainfall and torrential rains on the Kirthar
Hills resulting in the massive flooding in the province. This inundated
Kashmore, Qambar Shahdadkot, Larkana, Dadu, Sehwan, Khairpur Nathan
Shah, Sanghar, Khairpur Mirs, Badin. However, no dam was proposed in the
PC-I in these affected areas out of 20 approved dams. Over 12 million people
were affected, 759 died, 1.815 million houses were damaged, 3.77 million acres
crop area was damaged and over 8,389 Km of connecting roads, bridges and
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other infrastructure was damaged which were more than the perceived damages
from urban flooding occurred through Malir river.

DAC was held on 24" to 30" December, 2024 however the matter could
not be discussed due to non-availability of the Project Director.

Audit recommends construction of dams/structure in highly flood
affected areas for non-recurrence of massive flood damages.
[Para No.01]

4.5.9 Excess payment on account of extra lead — Rs. 85.104 million

According to Appendix 18-A of Sindh Financial Rules, Volume-I,
“Every officer should realize fully and clearly that he will be held personally
responsible for any loss sustained by government through fraud or negligence on
his part and that he will also be held responsible for any loss arising from fraud
and negligence on the part of any other government office to the extent to which
it may be shown that he contributed to the loss by his own actions or negligence.”

During the audit of Executive Engineer, Guddu Barrage Division,
Kashmore for the financial year 2023-24, it was observed that three extra leads
were allowed for re-handling earth, whereas the average width of canal was 190
Rft and distance of two banks from centre of the canal was under 100 Rft for
which the excavator can operate. One lead was included in the item “Earthwork
excavation/ silt clearance with undressed lead up to 50 Rft’ and one extra lead
50 Rft was required. However, two extra leads were allowed with a financial
impact of Rs. 85.104 million. Details are as under:

(Rs. in Million)
Wi(-jrtohp(ft) Bed(fv%/)ldth Average Rate Qty Amount
211 169 190
02 sides 95
E/work or silt clearance 01
with lead up to 50 ft
extra lead allowed 3 3,746.00 | 34,077,781 | 127.655
extra lead required 1 1,248.67 | 34,077,781 | 42.551
Excess leads 2 2,497.33 | 34,077,781 | 85.103

Audit is of the view that excess payment reflected poor financial
management of the development scheme.
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The matter was reported to management in November, 2024. The matter
was also reported to the PAO / Chief Secretary as critical issue. The management
replied that total width of canal from top of inner slopes on both sides is 190 Rft.
Therefore, 3 leads were incorporated in estimate for re-handling of excavated
earth.

DAC in its meetings held on 24" to 30" December, 2024 directed the
management to get the stated position verified from Audit.

The management produced estimate and design which revealed that two
inadmissible extra leads at Rs. 2,497.33 % 0 Cft were allowed against the earth
work quantity of 34,077,781 Cft.

Audit recommends recovery and fixing of responsibility on the person(s)
at fault besides strengthening the internal controls to avoid recurrence of such
lapses in future.

(PDP#722, AIR#02)

4.5.10 Irregular payment of secured advance on perishable items -
Rs. 92.969 million

According to Guidelines/ Regulations for Procurement of Works Rule
39(2) (a), “Secured Advance on the written request of the contractor whose
contract is for finished is allowed to a contractor on the basis of non-
perishable/non-combustible materials brought and properly stocked/stored to
site of work. Secured advance as a good practice is avoided/discouraged. Stone
aggregate, steel, bricks, blocks and other materials which do not suffer
destruction, lose life or subject to speedy decays are termed non-perishable.”

During the audit of Executive Engineer, Barrage Division, Sukkur for the
financial year 2023-24, it was observed that advance payment of Rs. 92.969
million was made against the items of cement, hill-sand and crush on full rates.
Further, non-utilization of cement upto one year caused wastage of the material
as cement has shelf-life of only three months. Details are at Annex-3 of
Chapter-4.

Audit is of the view that allowing irregular advance payment reflected
weak financial management.
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The matter was reported to the management in August, 2024. The
management replied that secured advance was allowed against the item of
cement bags due to unavoidable conditions, whereas proper storage of the same
was maintained for utility of the supplied cement bags by the contractor.

DAC in its meetings held on 24" to 30" December, 2024 directed the
management to submit revised reply for verification.

The management submitted reply without evidence. The reply was not
tenable since secured advance was allowed against perishable items (cement, hill
sand and aggregate) beyond admissibility. Further, cement bags generally have
a shelf life of 3 months from the date of manufacturing if stored under normal
conditions (cool, dry and well-ventilated).

Audit recommends enquiry in the matter and fixing of responsibility on
the person(s) at fault besides strengthening internal controls to avoid such lapses
in future.

(PDP#430, AIR#02)

45.11 Excess award of work beyond Administrative Approval -
Rs. 2,009.580 million

As per Delegation of Financial Powers Part-11, Second Schedule,
Irrigation Department, Technical Sanction, “The Chief Engineer is having full
powers subject to the condition that the excess over the amount for which
administrative approval has been accorded does not exceed 15 per cent. In case
of excess over 15 percent, fresh administrative approval will be required”.

During audit of the following offices of Irrigation Department, for the
financial year