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PREFACE

Articles 169 & 170 of the Constitution of the Islamic Republic of Pakistan
1973, read with Sections 8 and 12 of the Auditor General (Functions,
Powers and Terms and Conditions of Service) Ordinance 2001, require the
Auditor General of Pakistan to conduct audit of the accounts of the
Federation and of the Provinces, and the accounts of any authority or body
established by the Federation or a Province.

The report is based on audit of the accounts of various departments and
organizations of Government of the Punjab for the Financial Year 2011-12
and accounts of some formations for previous years. The Directorate
General of Audit Punjab conducted audit during 2012-13 on test check
basis with a view to reporting significant findings to the relevant
stakeholders. The main body of the Audit Report includes only the
systemic issues and audit findings carrying value of Rs. 1 millions or
more. Relatively less significant issues are listed in Annexure-1 of the
Audit Report. The audit observations listed in Annexure-lI shall be
pursued with the Principal Accounting Officers at the DAC level and in all
cases where the PAO does not initiate appropriate action, the audit
observation will be brought to the notice of the Public Accounts
Committee through the next year’s Audit Report.

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

Most of the observations included in this report have been finalized in the
light of decisions made in the DAC meetings and departmental replies.
The response of some of the auditee departments was not upto the mark
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despite the fact that observations included in this report were issued to
them from July to November 2012 and reminders were also issued to all
the Principal Accounting Officers to convene DAC meetings.

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

Dated: (Muhammad Akhtar Buland Rana)
Auditor General of Pakistan
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EXECUTIVE SUMMARY

Audit Report on the Accounts of Government of the Punjab

This Report contains fourteen chapters incorporating the results of
regularity audit and certification audit of the accounts for Financial Year
2011-12 of wvarious departments and autonomous bodies of the
Government of the Punjab.

The report in general highlights the issues of weak internal controls,
inappropriate use of public funds, disregard to prescribed regularity
framework, ineffectiveness of systems to curb irregularities, poor record
management, lack of transparency and objectivity in public procurement
and mismanagement of public receipts. The report also emphasizes the
need of strengthening the overall capacity of the public officials to carry
out the financial transactions in an efficient way.

Audit has been conducted in accordance with International Public Sector
Auditing Standards, adopted by Department of the Auditor General of
Pakistan. Desk Audit exercise was carried out to identify high risk entities
and specific transactions that formed universe of our audit sample. The
exercise enabled us to bring more focus in our field work and also helped
us to achieve efficiency in time utilization. This year’s audit activities
were conducted within framework of integrated audit approach which
required that an auditee formation should be visited once by an audit team
to complete its audit activities. Audit samples for this exercise were drawn
through use of Audit Command Language (ACL) apart from relying on
the judgment of the auditors in the field to cover high value items as well
as high risk areas. Audit results have been drawn and recommendations
made, taking into consideration the responses of the departments audited.
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Objectives

Audit was conducted on test check basis with the objectives to:

o ascertain whether the moneys shown as expenditure in the
accounts were authorized for the purpose for which they
were spent;

o see that the expenditure incurred was in conformity with

the laws, rules and regulations framed to regulate the
procedure for expending public money;

o see that every item of expenditure was incurred with the
approval of the competent authority for expending the
public money;

o see that the canons of financial propriety were observed

while spending the public funds; and

. review, analyze and comment on various government
policies relating to different sectors.

a. Scope of Audit

Out of total expenditure of the Provincial Government for the
Financial Year 2011-12, auditable budget under the jurisdiction of
Directorate General of Audit Punjab was Rs. 827,362 millions covering 32
PAOs and 1,942 formations. Out of this, Directorate General of Audit
Punjab planned audit of 578 formations from 18 PAOs having budget of
Rs. 195,160 millions. The audited expenditure of these formations was
Rs. 59,299 millions which, in terms of percentage is 30% of auditable
expenditure planned. Moreover, one Environmental Audit, two
Performance Audits, two Special Studies and audit of eight Foreign Aided
Projects having total budgetary outlays of Rs. 21,206.12 millions were

XXii



included in the Audit Plan 2012-13. Audit Reports of these Audits would
be submitted separately as per approved schedule.

b. Recoveries at the instance of audit

Recovery of Rs. 4,019.5 millions was pointed out by audit, out of
which an amount of Rs. 96.7 millions was recovered during the year
2012-13 at the time of compilation of this report. Out of the total recovery
effected, an amount of Rs. 45.2 millions was not in the notice of the
executive before audit.

C. Audit Methodology

The audit year 2012-13 witnessed intensive application of desk
audit techniques in the Directorate General of Audit Punjab. This was
facilitated by access to SAP/R3 data, internet facility and availability of
permanent files. Desk review helped auditors in understanding the
systems, procedures, environment, and the audited entity before starting
field activity. This, greatly facilitated in the identification of high risk
areas for substantive testing in the field.

d. Audit Impact

There were no changes in rules, practices and systems during the
year on the pointation of Audit.

e. Comments on Internal Controls:

Internal controls in government departments comprise of systems,
processes, culture and tasks, that, taken together support management in
achieving the government’s policy objectives. The ultimate objective of an
internal control system is to ensure integrity of information, compliance
with law, observance of rules, regulations, safeguarding assets and
economical operations.
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The report identifies control failure in the following areas:

o Maintenance of records.

o Delegation of powers.

o Purchase handling and storing.

o Contract administration and execution.

o Inventory management of tools and equipments.
. Payroll procedures.

o Fraud awareness.

. Asset management.

o Budgeting & financial control.

. Purchase procedure.

o Appointment/extension procedures.

o Utilization of grants and development funds.

Critical accounting areas which need special attention of the
Drawing and Disbursing Officers are:

o Receipts.

J Payroll.

. Stocks and stores.

. Contracts for construction works.

o Loans & advances.

o Public procurement.

o Adherence to rules and regulations.

XXiv



The key audit findings of the report:

Unauthorized payments of Rs. 128.54 millions were

There were seven cases amounting to Rs. 3,013.35 millions
pertaining to non production of record?.

Embezzlements, misappropriations and fraud amounting to
Rs. 48.23 millions were noticed in five cases®.

There were four cases of irregular expenditure/payments
and violation of rules amounting to Rs. 125. 05 millions”.

Recovery pointed out in 26 paras amounting to

Lack of internal controls was noted in nine cases
amounting to Rs. 627.26 millions®.

There were three cases pertaining to non protection of
assets amounting to Rs. 24.76 millions’.

Non adjustment of advances was noticed in one cases

amounting to Rs. 105.08 millions®.

4.438;4409;4.4.10;4.4.11;5.4.6; 6.4.22; 6.4.23; 6.4.24; 6.4.25; 6.4.27; 6.4.29; 7.4.13;
7.4.14; 7.4.15; 7.4.16; 7.4.17; 7.4.19; 7.4.20; 8.4.16; 8.4.17; 8.4.18; 8.4.19; 8.4.21,

4.45;446;54.3,54.4,6.4.19;7.4.3;7.4.9;84.12;13.4.3

1.
noticed in six cases’.
2.
3.
4,
5.
Rs. 984.34 millions>.
6.
7.
8.
1. Para: 2.2.4;6.4.9;6.4.10;6.4.15; 4.4.8; 4.4.20
2. Para: 24.1;24.2;443,6.4.2;84.3;124.1;13.4.1
3. Para: 4.4.1;442;64.1;8.4.1;84.2
4. Para: 2.4.3;6.4.11;8.4.6;11.4.2
5. Para:
8.4.22;11.4.4
6. Para:
7. Para: 6.4.39;8.4.31; 13.4.46
8. Para: 7.4.8
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Recommendations

Ensuring production of relevant record for audit in respect
of cases of non-production of record pointed out in the
report besides taking disciplinary action in terms of Section
14(3) of Auditor General’s Ordinance, 2001.

Strengthening of internal control mechanism to prevent
recurrence of irregularities of similar nature.

Investigation of cases regarding embezzlements/frauds and
suspected misappropriation of public money. Taking
necessary remedial and preventive measures also.

Ensuring prompt recovery of government dues and
overpayments, wherever applicable, and their deposit into
the government treasury.

Adherence to canons of financial propriety, rules and
regulations, especially in autonomous institutions.

Capacity building of financial managers.

Uniform interpretation and application of Acts, Statutes and
Rules in Autonomous bodies.

Monitoring of progress regarding holding of DAC meetings
by respective Principal Accounting Officers and their
output.

Improving compliance with directives of Public Accounts
Committee by the departments.

Initiation of disciplinary action against the  officers/
officials responsible for losses to government/ institutions.
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SUMMARY TABLES & CHARTS

Table 1: Audit Work Statistics

(Rupees in millions)

Sr. Description No. Budget

No.
1 | Total Entities (PAOS) 32 827,362.03
2 | Total Formations 1,942 827,362.03
3 | Total Entities (PAOs)Audited 18 816,065.05
4 | Total Formations Audited 578 195,160.31
5 | Audit & Inspection Reports 578 195,160.31
6 | Special Audit Reports - -
7 | Performance Audit Reports 2 2,066.98
8 Environmental Audit 1 161.49
9 | Other Reports(FAP/Special Studies) 10 18,977.65

Table 2: Audit observations classified by categories

(Rupees in millions)

Sr. Description Amount Placed
No under Audit
Observation
1 Unsound asset management 313.94
2 | Weak financial management 4209.12
3 | Weak Internal controls relating to financial Management 1988.60
4 | Others 3,018.82
Total 9,530.48
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Table 3: Outcome Statistics

(Rs. in millions)

Sr.

Description

Expenditure
on Acquiring
Physical
Assets
(Procurement)

Civil
Works

Receipts

Others

Total
Current
Year

Total
Last
Year

@

3)

@

3)

()

U]

®)

Outlays
Audited

1,157.34

17.70

193,985.27

195,160.31

282,693.488

Amount
Placed under
Audit
Observation/
Irregularities
of Audit

62.62

5.48

9,497.88

9,565.98

6,538.42

Recoveries
Pointed Out at
the instance
of Audit

31.28

0.64

3,987.55

4,019.47

4,365.111

Recoveries
Accepted/Esta
blished at the
instance  of
Audit

3.07

2,194.27

2,197.34

1,860.252

Recoveries
Realized  at
the instance
of Audit

45.2

45.2

51.283
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Table 4: Table of Irregularities pointed out

(Rupees in millions)

Sr. Description Amount Placed under
No Audit Observation
1) ) @)
1. | Violation of Rules and regulations and violation of 1939.49
principles of propriety and probity in public operations.
2. | Reported cases of fraud, embezzlement, thefts and 1314.39
misuse of public resources.
3. | Accounting Errors (accounting policy departure from 2.34
NAM*, misclassification, over or understatement of
account balances) that are significant but are not
material enough to result in the qualification of audit
opinions on the financial statements.
4. | If possible quantify weaknesses of internal control 797.96
systems.
5. | Recoveries and overpayments, representing cases of 2,197.34
established overpayments or misappropriations of
public money
6. | Non -production of record. 3,013.35
7. | Others, including cases of accidents, negligence etc. 265.61
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CHAPTER 1

Public Financial Management Issues (Accountant General Punjab
and Director Budget & Accounts Punjab Forest Department)

11 AUDIT PARAS

1.1.1 Unjustified Negative Balances of Debt for Rs.41.73
billion

Risk Categorization: High

Observations:

There is negative debt balance appearing in Finance accounts
Annexure-1 & Il as Domestic Debt (E03102) of Rs. 11.71 billion and
Foreign Debt (E03302) of Rs.30.02 billion respectively.

Implications:

e Leads to financial indiscipline.

e Misleads the user of the Financial Statements about the true and
fair position of the state of affairs of financial data of the
Government.

Management response:

Minus debt balances are due to fluctuation in foreign currency
exchange rate. As the value of Pak. rupee depreciates against foreign
currency, the government has to pay more than it actually borrowed.

Recommendations:

Debt balances are required to be updated on regular basis
according to the figures of Finance Department and Economic Affairs
Division. Moreover, the debt balances need to be reconciled with lenders
on priority basis for accurate accounting.
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1.1.2 Difference of Cash Balances between Book and Bank
for Rs. 7.52 billion

Risk Categorization: High
Observation:

As per Financial Statement’s Cash and Bank Note # 27, cash at the
end of the year was Rs.4.92 billions whereas in statement of State Bank of
Pakistan of Account- I, Il & IV cash at the end of the year was Rs. 12.44
billion. Difference of Rs. 7.52 billion between book and bank may be
justified.

Implication:

e Doubt in the accuracy and reliability of the data used by the
Government in preparing the Financial Statements.

e Misleads the user of the Financial Statements about the true
and fair position of the state of affairs of financial data of the
Government.

Management response:

Difference pertaining to Account-I1V is mainly due to the reason
that release issued by the Finance Department which was cleared by State
Bank of Pakistan on 29.06.2012 was accounted for by a number of
National Bank of Pakistan Branches in the districts during the month of
July 2012.

Recommendations:

The issue needs to be looked into at higher level to rectify the
discrepancies timely with a view to enable accurate reporting.



1.1.3 Non-clearance of Pre Audit Civil Cheques for Rs. 4.78
billion

Risk Categorization: High

Observation

According to Trust Accounts-Others as on 30th June, 2012 there
was excess payment of Rs.4.78 billion and un-presented cheques of
Rs.4.47 millions, as detailed below:

(Rs. in millions)

Sr. # Head of Account Balance as on 30" June, 2012

1. G10137-Pre Audit-Civil Cheques (4,782.20)

2. | G10138-Pre Audit-Civil Cheques (A/c 1V) 4.47
Implication:

Doubt in the accuracy and reliability of the data used by the
Government in preparing the Financial Statements.

Management response:

These balances have been long outstanding and efforts are being
made to rectify them.

Recommendations:
Un- presented cheques/excess payments be reconciled and cleared
timely.
1.14 Expenditure against Zero Budget Allocations for
Rs.417.54 millions
Risk Categorization: High
Observation:

As envisaged in Para 15.1 & 15.2 of Punjab Budget Manual,

expenditure should not be incurred on a scheme/service without provision
3



of funds. It was, however, noticed that expenditure of Rs.417.54 millions
was incurred without any budgetary provision in the original estimates/
supplementary grants and without any re-appropriation made to this effect.

Implication:
e Occurrence of unauthorized expenditure.
e Leads to financial indiscipline.
Management response:
Budget was available in SAP/R3 at the time of payment but the
Finance Department did not show the same in revised budget book.
Recommendation:

Management needs to take effective steps and ensure that no
payments be made against zero budget allocation.

1.1.5 Expenditure Excess than Budget Allocations for Rs.7.20
billions

Risk Categorization: High
Observation:

As per Para 13.2 (ii) of Punjab Budget Manual, the total
expenditure incurred for any purpose should not exceed the grant or grants
provided for that purpose. However, expenditure of Rs.7.20 billion
including Pay and Pension Rs.2.38 billion and other than Pay and Pension
Rs.4.82 billion had not been got regularized so far. This was breach of
legislative control over appropriations.

Implication:

« Non compliance of Budget Manual.

« Lack of control over expenditure against allocated budget by
the A.G. Punjab.



Management response:

Out of Rs. 7.20 billions, Rs. 2.38 billion is mandatory payment
against Pay & Allowances whereas remaining amount Rs. 4.82 billion was
available in SAP/R3 at the time of payment but Finance Department did
not show the same in revised budget book.

Recommendations:

Management needs to take effective steps to apply checks over
expenditure to keep it within budget allocations.

1.1.6 Un-utilized Budget for Rs.221.36 billion
Risk Categorization: High

Observations:

According to the Punjab Budget Manual, “all anticipated savings
should be surrendered to Government immediately they are foreseen
without waiting till the end of the year, unless they are required to meet
excesses under some other unit or units which are definitely foreseen at
the time and no savings should be held in reserve for possible future
excess”. While scrutinizing Appropriation Accounts it was observed that a
sum of Rs.1,017.76 billions was allocated in the annual budget for the year
2011-12 and placed at the disposal of departmental authorities but funds
amounting to Rs. 221.36 billion i.e. 21.75% were not utilized for the
intended purposes.

Implications:

« Non compliance of Punjab Budget Manual.
« Inefficient utilization of Government funds
« Incorrect budget estimations
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Management response:

The concerned department would be answerable to their excessive
savings before the Public Accounts Committee.

Recommendations:

We recommend that the Government resources be efficiently and
effectively utilized for the intended purposes.

1.1.7 Non-Reconciliation of Pension Payments with Banks-
Rs.50.11 billion

Risk Categorization: High
Observation:

Under grant PC 21028 i.e. Pension, a sum of Rs.50.11 billion was
paid to pensioners but the reconciliation with bank branches was not
provided to verify the veracity of the payments.

Implication:

There is a risk of payments to ghost pensioners or overpayments to
pensioners.

Management response:
The matter is under process.
Recommendation:
Audit requires reconciliation of pension payments at all levels.

1.1.8 Non Conducting of Post Audit of Pension Payments
(Fraudulent Payments) for Rs.25 millions

Risk Categorization: High
Observation:

Under head Retirement Benefits (Pension Payments) a
fraud amounting to Rs. 25 millions occurred which was committed
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by the staff of National Bank of Pakistan Chowk Peer Bahar Shah Branch
Sheikhupura. District Accounts Office Sheikhupura did not conduct post
audit of the pension payment vouchers. The matter is under investigation
in Federal Investigation Agency Lahore.

Implication:
Weak internal controls on the part of entity and potential of further fraud.
Management response:

Matter is under investigation in Federal Investigation Agency and up to
date information will be provided to audit when available.

Recommendations:

Post audit of pension payments must be carried out vigilantly and
effectively to avoid recurrence of such instances.

1.1.9 Non-Reconciliation of Receipts and Payments
Risk Categorization: High
Observation:

m  Receipts of Rs.44 billion pertaining to Provincial Government
were not reconciled by the Principal Accounting Officers
(PAOs)/Drawing & Disbursing Officers (DDOs).

m  Expenditure of Rs. 47.92 billion pertaining to Provincial
Government was not reconciled by the Principal Accounting
Officers (PAOs)/Drawing & Disbursing Officers (DDOs).



Implications:

« Un-authentic Expenditure because reconciliation is the primary
requirement of quality financial statements.

e Un-reconciled records may result in errors in the financial
statements leading to misstatements.

« Doubt in the accuracy and reliability of the data used by the
Government in preparing the Financial Statements .

Management response:

Efforts are being made to reconcile the figures of receipts and
expenditure.

Recommendation:

Reconciliation of receipts/payments at all level be ensured.

1.1.10  Pre Audit Civil Cheques-Forest Department for Rs.1.04
billion

Risk Categorization: High
Observation:

According to Trust Accounts-Others as on 30" June, 2012 there
were un-presented cheques of Rs.1.04 billion of Punjab Forest
Department.

Implication:

e Doubt in the accuracy and reliability of the data used by the
Government in preparing the Accounts.



Management response:

Out of the outstanding balance of Forest cheques of Rs. 1.04
billion up to June 30, 2012, this balance pertains to previous years and has
been wrongly booked by the DAO’s. The reconciliation of cheques has
been made from 2002-03 to 2010-11 and the concerned DAQO’s and A.G.
Punjab have already been requested repeatedly for rectification thereof.
The remaining years will be reconciled on provision of the Civil Accounts
and detailed books by the A.G. Punjab.

Recommendations:

Un- presented cheques be reconciled and cleared timely.

1.1.11  Unjustified Negative Balance of Forest Remittance for
Rs.2.82 billion

Risk Categorization: High
Observations:

According to Account No. 26 Trust Account-Others of Finance
Accounts (page no. 170) of the Government of Punjab for the year 2010-
12, Negative closing balance of (Rs.2. 82) billion was appearing under
head G 10402-Forest Remittances as on 30th June, 2012 which needs
reconciliation.

Implication:
Existence of such negative balance leads to incorrect reporting.
Management response:

Outstanding balance of Forest Remittances of Rs. 2.82 billion up to
June 30, 2011, the balance pertains to previous years and has been
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wrongly booked by the DAQO’s. The reconciliation of remittances has been
made from 2002-03 to 2010-11 and the concerned DAQO’s and A.G.
Punjab have already been requested repeatedly for rectification thereof.
The remaining years will be reconciled on provision of the Civil Accounts
and detailed books by the A.G. Punjab.

Recommendation:

Negative balances be reconciled and rectified on timely basis.
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CHAPTER 2
ENVIROMENT PROTECTION DEPARTMENT

2.1 Introduction

Environment Protection Department, Government of the Punjab
being an administrative body works in accordance with its functions as
defined under the Punjab Government’s Rules of Business, 1974.

The Environmental Protection Agency Punjab functions under the
provisions of Pakistan Environmental Protection Act, 1997. Its main
functions and duties are to:

o administer laws, rules and regulations relating to the environment
within the province;

o evaluate Initial Environmental Examination (IEE) and
Environmental Impact Assessment (EIA) of new projects and issue
No Objection Certificates (NOCs);

o provide information and create awareness in public for
environmental issues;

o enforce National Environmental Quality Standards (NEQS) to
control pollution;

o coordinate environmental policies and programs with the Federal
Government as well as with other provincial governments;

o establish systems for surveys, surveillance and monitoring of the
pollutants and maintain laboratory for testing and monitoring;

o take measures to promote sustainable development and provide
information on environment friendly technology; and

o provide Ambient Air Quality Testing & Monitoring facilities.
11



2.2

Introduction

The Appropriation Accounts of Environment Protection
Department for the year 2011-12 indicate revenue expenditure on various
specified services vis-a-vis those authorized by Government of the Punjab.

Comments on Budget & Accounts (Variance Analysis)

Summary of Appropriation Accounts

The grant wise summarized position of actual expenditure during
2011-12 against is as follows:
(Rupees in millions)

Grant Original Supplementary Final Actual Saving (-)
No. Grant Grant/ Grant Expenditures Excess (+)
Re-Appropriation
1 2 3 4 5 6(5-4)

PC21010 15.513 3.541 19.054 17.263 (2.791)
PC21017 2,117.946 318.124 | 2,436.070 2,392.820 (43.250)
PC22036 266.000 (183.732) 82.268 66.469 (15.799)
Total 2,399.459 137.933 | 2,537.392 2,476.552 (60.84)

Overview of Expenditure

The total budget of Environment Protection Department for the
Financial Year 2011-12 was Rs. 2,537.392 millions. Out of this amount
the actual expenditure was Rs. 2,476.552 millions. The breakup of current
and development expenditure is given below:

(Amount in Rupees)

Grant Original Actual Excess/ Variance
Type Grant Expenditure (Savings) %
1 2 3 4(3-2) 5(4/2*100)
Current 2,133,459,000 | 2,410,083,098 | 276,624,098 12.97
Development 266,000,000 66,468,639 | (199,531,361) 75.01
Total 2,399,459,000 | 2,476,551,737 77,092,737 3.21
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However, due to supplementary grants and surrenders during the
year, this composition changed. Variance of Final Grant and Actual
Expenditure is given below:

(Amount in Rupees)

Grant Final Actual Excess/ Variance
Type Grant Expenditure (Savings) %
1 2 3 4(3-2) 5(4/2*100)
Current 2,455,124,000 | 2,410,083,098 | (45,040,902) 1.83
Development 82,268,000 66,468,639 | (15,799,361) 19.20
Total 2,537,392,000 | 2,476,551,737 | (60,840,263) 2.40

Variance of Final Grant and Actual Expenditure is given below:

3,000.00 -

2,500.00 |

2,000.00 |

1,500.00 -

1,000.00 -

500.00 |

2,399.46

2,537.39
2,476.55

2,455.12

2,133.46

2,410.08

266.00

82.27

66.47

Total

Current

Development

B Original Grant
O Final Grant

= Actual Expenditure
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Anticipated savings not surrendered

According to the rules laid down in Chapter 14 of Punjab Budget
Manual, the spending departments are required to surrender the grants/
appropriations or portion thereof to the Finance Department whenever the
savings are anticipated. However, saving amounting to Rs. (60.84) millions
at the close of the year 2011-12 under grants PC21010, PC21017 &

PC22036 had not been surrendered.

100%

80%

60%

40%

20%

0%

1.79 43.25 15.80
17.26 2392.82 66.47
Savings

=]
(] Excess
(m] Expenditure
(] Final Grant

19.05 2436.07 82.27

T
PC21010 PC21017 PC22036
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2.3 Brief comments on the status of compliance with PAC
Directives

The status of compliance with PAC Directives, for reports

discussed so far, is given below:

Sr. Audit Report | Total | No.of Parasin | No.of Parasin | Percentage
No. Year Paras which which
Compliance Compliance
received not Received
1 1999-00 13 10 3 77
2 2001-02 18 2 16 11
3 2005-06 4 2 2 50
Total 35 14 21 40

Compliance with PAC directives for the audit years 2001-02 is 11
percent which is in stark contrast to compliance percentage in other years
due to inexplicable reasons. It has also been observed that frequent
change of the PAO and top management in the executive makes the
compliance with PAC directives difficult.
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24 AUDIT PARAS
Non production of record

2.4.1 Non production of vouchers for Rs. 1.65 millions

Section 14 of the Auditor-General’s (Functions, Power and Term
and Conditions of Service) Ordinance, 2001 provides that 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. Any
person or authority hindering the functions of the Auditor-General
regarding inspection of accounts shall be subject to disciplinary action
under relevant Efficiency and Disciplinary Rules.

During audit of Deputy Director Implementation Lahore, for the
year 2010-12, it was noticed that an expenditure of Rs. 1.65 million was
incurred in the head A03970-Others but the paid bills were not produced
to Audit.

Audit was of the view that due to non production of record, the
authenticity of accounts could not be verified.

The matter was reported to DDO in August 2012,

The matter was further reported to administrative department
during December 2012. DAC in its meeting held on 22.01.2013, directed
to keep the para pending for production of record to audit. Further
progress was not reported till the finalization of this report.

Audit requires production of record, besides, fixing responsibility
for non production of record.

(Para No. 11 of AIR-Deputy Director Implementation EPD, Lahore - 2010-12)

2.4.2 Non submission of adjustment accounts for advance
payment for Rs.70 millions

As per Finance Department sanction for advance drawl vide U.O
No.FD.SO(EP)1-1/2007 dated June 2011 and EPD Order No.SO(T)EPD/
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1-47/2008 (Vol-I1), dated 09.06.2011, the said advance drawl and
expenditure will be subject to the condition that Adjustment Accounts
with supporting vouchers documents shall be furnished to the District
Officer concerned within a period of one month of the withdrawal of the
advance for adjustments, in the book accounts.

During audit of Bio Diversity Parks of the office of Deputy
Director Implementation Lahore for the year 2010-12, it was observed
that an advance payment of Rs. 20 millions was made to M/s International
Union Conservation of Nature and Natural Resource (IUCN Pakistan) on
account of services rendered. An amount of Rs. 50 millions was already
paid to the firm but the Adjustment Accounts with supporting vouchers
and Documents were not available in record. Moreover, monthly progress
report was not shown to Audit.

The matter was reported to the DDO in August 2012.

The matter was further reported to the administrative department
during December 2012. DAC, in its meeting held on 22.01.2013, directed
the department to produce to audit. Further progress was not reported till
the finalization of this report.

Audit requires implementation of DAC directive, besides, fixing
responsibility for not providing record to audit.
(Para No.8 of AIR-Deputy Director Implementation EPD, Lahore-2010-12)

Irregularity and non-compliance

2.4.3 Sanctions beyond competence for Rs. 29.13 millions

As per Sr. 2b(ii)(i) of the second schedule part-1 of the Punjab
Delegation of Financial Power Rules, 2006, the administrative department
and an officer of Category-1 is empowered to accord sanction upto
Rs. 800,000 for the purchase of machinery and equipment.

During audit of the office of Deputy Director (Implementation),
Environmental Protection Agency Lahore for the period 2010-12, it
transpired that an expenditure of Rs. 29.13 millions was incurred beyond
sanctioning powers.
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Audit was of the view that non-observance of government rules
and weak internal controls on Delegation of Financial Powers resulted in
sanctions beyond competence for Rs. 29.13 millions.

The matter was reported to the DDO in August 2012.

The matter was further reported to administrative department
during December 2012. DAC in its meeting held on 22.01.2013, directed
the department to seek regularization from the competent authority.
Further progress was not reported till the finalization of this report.

Audit requires implementation of the DAC directive besides fixing
responsibility for unauthorized expenditure.
(Para No.6 of AIR-Deputy Director Implementation EPD, Lahore-2010-12)

244 Non submission of vouched account for Rs.4.29
millions

As per order No. SO (T) EPD/1-48/2008, dated 28.11.12 and
03.01.12, the vouched accounts will be submitted to the Accountant
General Punjab, Lahore within a period of one month after the payment.

During audit of Deputy Director Implementation under the
Director General, Environmental Protection Agency Lahore for the year
2010-12, it was observed that an expenditure of Rs.4.29 millions had been
incurred for payment to the Government of the Punjab Management and
Professional Development Department Lahore as advance. The payment
was held irregular because the vouched account was not obtained from the
Department, period of training and list of trainees was not produced to
Audit.

Audit was of the view that due to non submission of vouched
account, the authenticity of expenditure could not be verified.
The matter was reported to the DDO during August 2012.

The matter was further reported to administrative department
during December 2012. DAC in its meeting held on 22.01.2013, directed
the department to produce record to audit. Further progress was not
reported till the finalization of this report.
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Audit requires implementation of the DAC directive besides fixing
responsibility for not providing vouched account.
(Para No.16 of AIR-Deputy Director Implementation EPD, Lahore - 2010-12)

2.4.5 Misclassified expenditure for Rs.2.34 millions

As required under Paragraph 5 of Finance Department letter No
PS/FS/808/78 dated 26-02-1978, the Principle Accounting Officer should
issue instructions to the controlling and Disbursing Officers under him that
all payments are correctly classified under the appropriate heads of
Accounts.

During audit of Deputy Director Implementation under the
Director General Environmental Protection Agency Lahore for the year
2010-11, it was observed that an expenditure of Rs.2.34 millions had been
incurred from the Head “A03970-Others”. The expenditure was un-
authorized as it was incurred for the payment of utility bills, POL charges,
repair of machinery & equipment and purchase of stationery items etc.

The matter was reported to the DDO during August 2012.

The matter was further reported to the administrative department
during December 2012. Neither any reply was received nor DAC meeting
convened till the finalization of this report.

Audit requires fixing of responsibility for not maintaining accounts
in accordance with laid down procedure, besides, regularization from the
Finance Department.

(Para No.10 of AIR-Deputy Director Implementation EPD, Lahore - 2010-12)

2.4.6 Split up expenditure on purchase of machinery and
equipments for Rs.2.15 millions

As per Rule 12(2) of Punjab Procurement Rules 2009, all
procurement opportunities over two million rupees should be advertised
on the PPRA’s website as well as in other print media or newspapers
having wide circulation. The advertisement in the newspapers shall
principally appear in at least two national dailies, one in English and the
other in Urdu.
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During audit of Deputy Director Implementation under the
Director General, Environmental Protection Agency Lahore for the year
2010-12, it was observed that an expenditure of Rs.2.15 millions had been
incurred by splitting up the procurement. The purchase orders were split
up and all sanctions were accorded on 18.06.11.

Audit was of the view that due to weak supervisory and financial
controls, uneconomical and unauthorized procurement was made by the
department.

The matter was reported to the management during August 2012.

The matter was further reported to the administrative department
during December 2012. DAC in its meeting held on 22.01.2013, directed
the department to seek regularization from the competent authority.
Further progress was not reported till the finalization of this report.

Audit requires implementation of DAC directive besides fixing
responsibility for unauthorized expenditure.
(Para No.15 of AIR-Deputy Director Implementation EPD, Lahore - 2010-12)

2.4.7 Un-authorized expenditure without the approval of
austerity committee for Rs.2.05 millions

According to Para 3 (VII) of Finance Department Notification
NO.FD.SO (GADs) 44-4/2010 dated 09.08.2010 for the year 2010-11,
refurbishment/ interior decoration of offices, establishment of offices,
purchase of furniture and fixture, procurement of items of machinery and
equipment including printers, fax machines, photocopiers, generators, air
conditioners and luxury items etc. shall not be allowed except with the
prior concurrence of the austerity committee established for this purpose.

During audit of Deputy Director Implementation Lahore, for the
year 2010-12, it was observed that an expenditure of Rs.2.05 millions was
incurred without approval of the Austerity Committee.

Audit was of the view that the purchase of items in violation of the
government instructions resulted in irregular expenditure of Rs. 2.05
millions.
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The matter was pointed out to the management in August 2012.

The matter was further reported to the administrative department
during December 2012. DAC in its meeting held on 22.01.2013, directed
the department to seek regularization from the competent authority.
Further progress was not reported till the finalization of this report.

Audit emphasizes on implementation of DAC directive, besides,
fixing responsibility for unauthorized expenditure.
(Para No.2 of AIR-Deputy Director Implementation EPD, Lahore - 2010-12)

2.4.8 Un-authorized payment on services rendered for Rs.100
million
According to Rule 2.10(b)(5) of PFR Vol-I, it is not permissible to

draw advance from the treasury for the execution of work. The completion
of which is likely to take considerable time.

During the audit of Deputy Director Implementation Lahore, for
the year 2010-11, it was observed that an advance payment of one million
was released to DCO D.G. Khan, which was unauthorized. The payment
was released without approval of Finance Department, supporting
vouchers were not available and progress report of Development of
Biodiversity Park was also not obtained prior to the release of payment.

Audit was of the view that weak supervisory and financial controls
resulted in un-authorized expenditure.

The matter was reported to the DDO during August 2012.

The matter was further reported to the administrative department
during December 2012. DAC in its meeting held on 22.01.2013, directed
to keep the para pending for regularization. Further progress was not
reported till the finalization of this report.

Audit requires immediate implementation of DAC directive
besides fixing responsibility for releasing unauthorized payment.
(Para No.3 of AIR-Deputy Director Implementation EPD, Lahore - 2010-12)
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Others
2.4.9 Non acknowledgement of receipts for Rs.24.49 millions

According to Rule 2.7 of PFR Vol-I, if a government servant, who
is not in charge of a cash book, receives money on behalf of government
at exceptional times, he should not mix it up with the imprest or any other
cash in his charge, but pay or remit it, at the earliest opportunity, to the
nearest government servant having a cash book or direct to a treasury.

During audit of Environmental Protection Agency Lahore, for the
year 2010-2012, scrutiny of IEE/EIA receipts register revealed that an
amount of Rs.24.49 millions was received on account of NOC from
different firms and was shown deposited into government account but the
acknowledgement of the treasury officer was not available on record.

Audit was of the view that weak financial controls resulted in non-
acknowledgement of receipts.

The matter was reported to the DDO in July 2012,

The matter was further reported to the administrative department
during December 2012. Neither any reply was received nor DAC meeting
convened till the finalization of this report.

Audit requires verification of receipt from the treasury officer
besides fixing of responsibility for the negligence.

(Para No.3 of AIR-DG environmental protection Agency EPD, Lahore - 2010-12)
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CHAPTER 3
FINANCE DEPARTMENT

3.1 Introduction

According to Rules of Business, 1974 (amended to-date), Finance
Department is responsible for supervision and control of provincial
finances, preparation of provincial budget, formulation of Financial Rules
and Civil Services Rules, Management of Public Debt and administration
of treasuries. Some other functions performed by the Finance Department
are detailed below:

e Public Accounts and Public Accounts Committee;

e Framing of financial rules for guidance of departments and
supervision of maintenance accounts;

e Framing of Civil Service Rules applicable to all
government servants and interpretations thereof;

e Flotation and administration of provincial loans;

e Examination and advice on matter effecting directly or
indirectly the finances of the Province;

e Communication of financial sanctions; and

e Creation of posts and examination of schemes of new
expenditure.
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3.2

Introduction

Comments on Budget & Accounts (Variance Analysis)

The Appropriation Accounts of Finance Department for the year
2011-12 indicate revenue expenditure on various specified services vis-a-
vis those authorized by Government of the Punjab.

Summary of Appropriation Accounts

The grant wise summarized position of actual expenditure during

2011-12 is as follows:

(Rupees in millions)

Grant # Original Supplementary Final Actual Saving (-)
Grant Grant /Re- Grant Expenditures | Excess (+)
Appropriation

1 2 3 4 5 6(5-4)
PC21010 6,347.61 (1,578.326) 4,769.284 4,639.038 (130.246)
PC21028 40,496.215 10,993.823 | 51,490.038 50,110.261 | (1379.777)
PC21031 172,661.052 18,909.436 | 191,570.488 185,064.873 | (6505.615)
PC21035 100 (100) 0 0 0
PC22036 18,445 (1,679.388) 16,765.612 20,848.724 4,083.112
PC12043 9,214.5 (7270.058) 1,944.442 1,944.442 0
PC24044(A) | 18,867.298 0| 18,967.298 13,978.899 | (4,888.399)
PC16048(E) 32,445.813 0| 32,445.813 31,091.797 | (1,354.016)
PC13050(H) 11,000 1000 | 12,000.001 7,000.000 | (5,000.001)
Total 309,577.488 20,275.487 | 329,852.975 314,678.034 | (15,174.94)

Overview of Expenditure

The total budget of Finance Department for the Financial Year
2011-12 was Rs. 329,852.975 millions. Out of this amount the actual
expenditure was Rs. 314,678.034 millions. The breakup of current and

development expenditure is given below:
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(Amount in Rupees)

Grant Type | Original Grant Actual Excess/ Variance
Expenditure (Savings) %

1 2 3 4(3-2) 5(4/2*100)
Current 281,917,988,000 | 291,884,867,727 | 9,966,879,727 3.54
Development | 27,659,500,000 | 22,793,165,622 | (4,866,334,378) 17.59

Total 309,577,488,000 | 314,678,033,349 | 5,100,545,349 1.65

However, due to supplementary grants and surrenders during the
year, this composition changed. Variance of Final Grant and Actual
Expenditure is given below:

(Amount in Rupees)

Grant Type Final Actual Excess/ Variance
Grant Expenditure (Savings) %

1 2 3 4(3-2) 5(4/2*100)
Current 311,142,921,000 | 291,884,867,727 | (19,258,053,273) 6.19
Development 18,710,054,000 | 22,793,165,622 4,083,111,622 21.82

Total 329,852,975,000 | 314,678,033,349 | (15,174,941,651) 4.60
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Anticipated savings not surrendered

According to rules laid down in Chapter 14 of Punjab Budget
Manual, the spending departments are required to surrender the
grants/appropriations or portion thereof to the Finance Department as and
when the savings are anticipated. However, saving amounting to
Rs.19,258.053 millions at the close of the year 2011-12 under grants
PC21010, PC21028 , PC21035, PC21031, PC12043, PC12044(A),

PC12048(E) & PC13050(H) had not been surrendered.
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] Final Grant

Excess requiring regularization

As per para 13.2 (ii) of Punjab Budget Manual, the total
expenditure incurred on a purpose does not exceed the grant or grants
provided for that purpose. However, excess expenditure amounting to
Rs. 4,083.111 millions for the year 2011-12 under grant PC22036 had not
been got regularized so far. This was breach of legislative control over

appropriations.
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3.3 Brief comments on the status of compliance with PAC
Directives

The status of compliance with PAC Directives, for reports of
Finance Department discussed so far, is given below:

Sr Audit Total Compliance | Compliance not | Percentage of
No. Report Year | Paras received Received Compliance

1 1986-87 7 0 7 0

2 1987-88 3 0 3 0

3 1988-89 6 0 6 0

4 1990-91 1 0 1 0

5 1991-92 2 0 2 0

6 1992-93 4 1 3 25

7 1993-94 2 1 1 50

8 1994-95 2 0 2 0

9 1995-96 7 0 7 0

10 1997-98 10 7 3 70

11 1998-99 37 23 14 62

12 1999-00 48 25 23 52

13 2000-01 53 24 29 45

14 2006-07 15 8 7 53

15 2009-10 8 1 7 13

Total 205 90 115 44

The compliance with PAC directives showed upward trend against
Audit Reports 1997-98 and 1998-99 as compared with previous years.
However, the same is again declining since then.
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3.4 AUDIT PARAS

Irregularity and non compliance

3.4.1 Non-issuance of right shares for Rs. 5.10 billion and non
return of loan for Rs.4.90 billions

According to condition No.02 of the agreement between
Government of the Punjab Finance Department and State Bank of
Pakistan, the Government of the Punjab shall ensure that the right shares
of the Bank of Punjab are issued by 31.03.2010 and that the Bank of
Punjab refunds to the Government of the Punjab all amounts which are in
excess of the subscription of 51% right share of the Government of the
Punjab, received against right issue.

During audit for the period 2011-12, it was observed that an
amount of Rs.10 billion was provided by Government of the Punjab to
Bank of Punjab during the year 2009. The amount was released by
Government, as Bank of Punjab was facing shortfall in meeting the
minimum regularity Capital requirement fixed by State Bank of Pakistan.
The loan was granted exclusively for recapitalization of Bank of Punjab.
The Bank of Punjab did not issue the right shares despite the fact that the
audited financial statements of the bank were issued. It was also noticed
that due to delay in the issuance of right shares the remaining amount of
Rs.4.9 billions was also not returned by the Bank.

Audit was of the view that weak financial controls and non
adherence to contract clauses resulted in non issuance of right shares
amounting to Rs. 5.10 billions and non recovery of loan amount
Rs. 4.90 billions.

The matter was pointed out to the Finance Department in August
2012. It was replied that detailed reply will be submitted later on.
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The matter was further reported to the administrative department
during December 2012. During DAC held on 01.01.2013, the department
replied that Government of the Punjab was recovering the markup from
BOP and disbursing it to SBP. Therefore, the delay in issuance of right
shares has no adverse implication for Punjab Government. The issue of
repayment of Rs. 4.90 billions would take place after issuance of right
shares by BOP. The reply was not satisfactory as the right shares were
required to be issued by 31.03.2010 according to condition 2 of agreement
and the BOP was bound to repay Rs. 4.90 billions to Government of
Punjab.

Audit requires expeditious repayment of loan besides fixing
responsibility for the delay.

(Para No.2 of AIR-Secretary Finance, Government of the Punjab, Lahore- 2011-12)

3.4.2 Unauthorized release of funds for self employment
scheme for Rs.8.57 billions

According to Punjab Government Rules of Business, 1974, the
Punjab Finance Department is responsible for proper financial
management, supervision and control of provincial finances.

During audit of Secretary Finance Government of the Punjab
Lahore, for the year 2011-12, it was revealed that Youth Employment/
Yellow Cab Scheme was introduced by Government of the Punjab for
educated and un-employed youth of the province of Punjab.

The total approved cost of the scheme was 8.57 billion. Special
Drawing Account was opened in the name of Secretary Transport
Government of the Punjab Lahore. But the record for ascertaining the
justification for opening of SDA was not produced. The total amount
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released in SDA and its further utilization was not shown to Audit.
Agreement was not executed between Government of the Punjab and
Bank of Punjab. Information regarding the interest paid to BOP by
Government as subsidy and the recovery of down payment and
installments received from the beneficiaries of the scheme was also not
available on record. The hedging cost of Yen @29% per vehicle was
decided to be paid to M/s Suzuki which was on the higher side and total
amount of hedging cost paid during the year 2011-12 was not produced to
Audit. Modalities of hedging of yen were also not decided.

Audit was of the view that an amount of Rs. 8.57 billions was
released without any agreement, stipulating terms and conditions for
repayment of loan.

The irregularity was pointed out in August 2012. The management
replied that detailed reply will be submitted later on.

The matter was further reported to the administrative department
during December 2012. DAC in its meeting held on 01.01.2013, the
record was not produced resultantly para remained pending.

Audit requires expeditious production of record besides fixing
responsibility for not arranging record during audit.

(Para No.7 of AIR-Secretary Finance, Government of the Punjab, Lahore- 2011-12)

3.4.3 Utilization reports not obtained for grants-in-aid for
Rs.1.15 billions
According to Punjab Government Rules of Business, 1974, the
Punjab Finance Department is responsible for proper financial
management, supervision and control of provincial finances.
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During audit of Finance department for the year 2011-12 it was
revealed that Grants-in-aid for Rs. 30.04 billions were released to various
departments of Punjab as well as to autonomous bodies and NGOs by the
Finance Department during the financial year 2011-12. Utilization reports
were not obtained resultantly audit could not verify the utilization of
grants for the purpose for which the same were provided. The details of
grants-in-aid released during the year 2011-12 were also not provided to
audit despite repeated requests.

Audit was of the view that weak financial and supervisory controls
resulted in non submission of utilization reports by the recipient agencies.

The irregularity was pointed out to the Department in August
2012. The management replied that detailed reply would be submitted
later on.

The matter was further reported to the administrative department
during December 2012. DAC in its meeting held on 01.01.2013, the
department replied that the audit of government organizations was already
conducted by the Audit Department. However, as regards grants-in-aid to
non government organizations, it was apprised that as per AGP Ordinance
2001, the audit of all bodies and NGOs which receive grants-in-aid
exceeding Rs. 5 millions also come under its purview. The explanation of
the department was accepted and para relating to government organization
was settled partially and reduced to Rs. 1.15 billions, pertaining to NGOs.

Audit requires expeditious production of record pertaining to
NGOs besides fixing responsibility for not arranging requisite record from
NGOs in time.

(Para No.18 of AIR-Secretary Finance, Government of the Punjab, Lahore- 2011-12)
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3.4.4 Irregular release of Loan to PLDC for Rs.565 millions

The Punjab Government Rules of Business, Schedule Il regarding
Distribution of Business among Departments requires the Finance
Department to supervise and control Provincial Finances.

During audit of Secretary Finance Government of the Punjab, for
the year 2011-12, it was revealed that an amount of Rs.565 millions was
provided as interest bearing loan to Punjab Land Development Company.
Government intended to provide housing for low income groups and for
that purpose, a company named ‘Punjab Land Development Company’
was established under the Companies Ordinance 1984 for execution of
Ashyana Housing project. The 1% phase of the project was launched on
02.12.2010.

The loan of Rs.565 millions was released without execution of an
agreement between Government of the Punjab and PLDC. PC-I of the
project was also not available on record. Business plan and timeline of the
project deliverable was not provided. Record for amortization schedule
was not produced. The cash flow of the Project was not