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PREFACE

The Auditor-General conducts Audit subject to Articles 169 and 170 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. The Audit of Provincial Government
of Balochistan was carried out accordingly.

The Directorate General of Audit Balochistan conducted Compliance
Audit on the accounts of Provincial Government of Balochistan during July to
November for the financial year 2017-18 with the view to report significant
findings to the relevant stakeholders. Audit examined the economy, efficiency
and effectiveness aspects of the Provincial Government of Balochistan. In
addition, Audit also assessed, on test check basis whether the management
complied with applicable laws, rules and regulations in managing the
resources. The Audit Report indicates specific actions that, if taken, will help
the management realized the objectives of the Provincial Government of
Balochistan. Most of the observations included in this Report have been

finalized in the light of discussions in DAC meetings.

The Audit Report is submitted to the Governor of Balochistan in
pursuance of the Article 171 of the Constitution of Islamic Republic of

Pakistan 1973, for causing it to be laid before the Parliament.

Sd/-

(Javaid Jehangir)
Dated: February 21 2019. Auditor General of Pakistan



EXECUTIVE SUMMARY

The Director General Audit, Balochistan carries out the audit of
Government of Balochistan. The Provincial Government conducts its
operations under the Rules of Business 1973 that comprises36 Principal
Accounting Officers (PAQs) for different Departments, attached Departments,
subordinate offices, Departmental Accounting Offices, and certain
Autonomous Bodies. Financial provisions of the Constitution describe the
Government fundsas Provincial Consolidated Fund and Public Account for
which Annual Budget Statement is authorized by the Provincial Assembly in
the form of budgetary grants. For audit of the same, DG Audit Balochistan has
a human resource of 50 personnel resulting in 11,600 man-days. The annual
budget of the DG Audit Balochistan amounted to Rs. 70.674 million. This
office is mandated to conduct regularity (financial attest audit and compliance
with authority audit), performance audit of departments and Projects run by
these Departments.

a. Scope of Audit

Out of total expenditure of Rs. 259,764 million of the Government of
Balochistan for the Financial Year 2017-18, auditable expenditure under the
jurisdiction of DG Audit Balochistan was Rs. 203,479 million, covering 36
PAOs and 3148 formations. Of this, DG Audit Balochistan audited an
expenditure of Rs. 161,196 million which in terms of percentage is 79.22% of
auditable expenditure. Report also covers expenditure incurred in the previous
financial year from January to June 2018. Further, DG Audit Balochistan
audited receipt of Rs. 5,339.051 million against budgeted receipt of Rs.11,488
million which in terms of percentage is 46.5%. In addition, DG Audit
Balochistan conducted audit of 8 foreign aided projects. Reports of these
audits are being published separately.

b. Recoveries at the Instance of Audit

Recovery of Rs 3,391.80 million was pointed out during audit of
2017-18, and an amount of Rs.903.479 million was recovered during period
under report. Out of the total recoveries, Rs. 301.378 million was not in the
notice of the executive before audit was conducted.
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Audit Methodology

The audit year 2018-19 witnessed intensive application of desk audit
techniques in the DG Audit Balochistan. This was facilitated by access to live
SAP/R3 data, intranet, internet facilities, 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 and Internal Audit
Department

Audit of the departments and subordinate offices, conducted during the
yearindicated that effective internal controls were missing in most of the
organizations and Departments. Recurrence of similar irregularities pointed
out by statutory audit year after year is a reflection upon the level of
effectiveness of Internal Controls.

Due to absence of proper Internal Control system in the Provincial
Government Departments and Organizations, certain macro issues have
emerged, such as

e Government receipt was ignored

e Stock accounts were not maintained properly

e Non-recovery of Government taxes and duties,

e Procurement of stores in non-transparent manner,

e Loss to public exchequer due to acts of omission and commission,

e Non-observance of prescribed procedures in execution of development
schemes,



Statutory audit exercises a test check of the total transactions. The
irregularities pointed out by Audit, being not exhaustive, are illustrative in
nature. Findings of the audit report are results of test check, showing
irregularities amounting to Rs.59,879.745 million. It is obvious that total
volume of the irregularities would be much higher, if the exhaustive audit
would have been carried out. The executive authorities can learn from the
points raised by statutory audit.
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Vi.
Vii.

viii.

f.

The key audit findings of the report:

66 instances of irregular expenditure - Rs.44,031.337 million?

23 instances of unauthorized expenditure -Rs. 7,307.101 million?

23 instances of recoverable - Rs. 2,249.740 million®

10 instances of non-production of record - Rs.2,017.917 million*

27 instances of evasion of taxes and duties -Rs.1,975.348 million®

08 instances of loss sustained by the government - Rs.1,844.593 million®

20 instances of overpayment - Rs.326.705 million’

07 instances of misappropriation/doubtful expenditure-Rs.127.004 million®

Para 2.2.15,2.2.16,2.2.17,3.2.22,3.2.23,3.2.24,3.2.25,3.2.26,3.2.27,3.2.28,

2Para

3Para

‘Para
SPara

5para
"Para

3.2.29,3.2.31,4.2.10,4.2.13,4.2.14,4.2.15,4.2.16,4.2.17,4.2.18,4.
2.19,4.2.2,4.2.21,4.2.22,5.2.3,5.2.4,6.2.9,6.2.10,6.2.11,6.2.12,7.2.7,8.2
.3,8.2.4,8.2.6,8.2.7,8.2.8,8.2.9,8.2.12,8.2.13,8.2.14,8.2.
15,10.2.11,10.2.12,10.2.13,11.2.5,1.2.6,12.2.7,12.2.8,12.2.9,12.2.10,1
4.2.4,14.2.5,14.2.6,15.2.2,15.2.3,15.2.4,15.2.5,16.2.2,16.2.3,16.6.4,16.
6.5,16.8.7,17.2.3,17.2.4,17.2.5,17.2.6
2.2.11,2.2.12,2.2.13,2.2.14,3.2.17,3.2.18,3.2.19,3.2.20,3.2.21,4.2.11,
4.2.12,6.2.3,6.2.4,6.2.5,6.2.6,7.2.2,9.2.7,10.2.9,10.2.10,12.2.6,15.2.1,1
6.8.6,17.2.1
2.2.9,3.2.6,3.2.7,3.2.8,4.2.2,4.2.8,4.2.9,5.2.2,7.2.4,8.2.11,9.2.4,9.2.6,
9.2.8,11.2.2,12.2.1,12.2.2,12.2.3,12.2.4,12.2.5,14.2.3,16.3.1,16.4.1,
16.5.1,16.6.3,17.2.2
22.1,3.21,3.2.24.21,5.2.1,8.2.1,8.2.5,9.2.1,10.2.1,11.2.1
2.2.8,3.2.9,3.2.10,3.2.30,3.2.33,4.2.5,4.2.6,4.2.7,6.2.7,6.2.8,7.2.3,
7.2.5,7.2.6,8.2.10,9.2.5,10.2.5,10.2.6,10.2.7,10.2.8,11.2.3,11.2.4,13.2.
1,16.2.1,16.4.2,16.5.3,16.6.2,16.8.5
2.2.10,4.2.3,4.2.4,8.2.2,9.2.3,10.2.4,16.6.1,16.8.1
2.2.2,2.2.3,2.2.4,2.2.5,2.2.6,2.2.7,3.2.11,3.2.12,3.2.13,3.2.14,3.2.15,
3.2.16,6.2.1,6.2.2,7.2.1,10.2.3,16.5.2,16.8.2,16.8.3,16.8.4

®Para 3.2.3,3.2.4,3.2.5,9.2.2,10.2.2,14.2.1,14.2.2
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Vi.

Vii.

viil.

Xi.

Xii.

Recommendations

PAOs need to comply with the Balochistan Public Procurement Rules
more strictly.

Works departments need to follow schedule rates and prescribed
procedures more vigilantly.

Civil works should only be executed by the works departments.
Overlapping of development activities should be avoided.

PAOs of revenue earning departments should make serious efforts for
realization of taxes and duties.

BST is not being deducted from the bills of services related
expenditure. Serious effort needs to be made by the PAOs to ensure
recovery of BST.

Drawl of public money on abstract bills should be restricted and
allowed in cases where it is justified.

Purpose for which the money is granted should be clearly specified in
case of grant-in-aid and no fresh grant should be given without
obtaining detail accounts of the previous grant.

Public sector development programs should be restricted to the
development activities only instead of spending money on activities
like scholarships to the students or medical reimbursement.

Public money should not be retained in commercial bank accounts
without any justification and permission from the Finance Department.

Efforts need to be made by the PAOs to recover overpaid amounts.
The PAOs should establish a mechanism of management controls with

built-in checks and balances to prevent unauthorized practices and
utilization of public assets.

viii



Xiil.

Xiv.

XV.

XVI.

XVii.

XViil.

Non-production of record is a serious irregularity, which hinders audit
activity. PAOs need to take disciplinary action against those officials
who are found responsible for non-production of records to audit.

Inquiries need to be conducted to fix responsibilities for loss, fudge
payments and doubtful expenditure.

Prompt recovery of Government dues, wherever applicable, and their
credit into the Government treasury should be ensured.

All the PAOs are advised to adhere with the provision of GFR 10
pertaining to standards of financial propriety.

PAOs should instruct their attached departments and field offices to
respond to the Audit Inspection Reports well in time.

PAOs need to ensure convening of DAC meetings on time and
implementation of decisions taken in the meetings.
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SUMMARY OF TABLES & CHARTS

Table 1: Audit Work Statistics

S. No. | Description No. (Rs.l?rl:?r?ﬁ}ion)
1 Total entities (PAOs) in audit 36 230,191
jurisdiction
2 Total formations in audit jurisdiction 3,148 230,191
3 Total entities (PAOs) audited 20 170,539
4 Total formations audited 188 170,539
5 Audit Inspection Reports 188 170,539
6 Special Audit Reports 1 24,592,553
7 Performance Audit Reports 1 2,944.800
8 Other Reports [Foreign-Aided Projects 8 2,936.003

(FAPs)]

Table 2: Audit observations regarding Financial Management

Amount Placed under

S. No. | Description Audit Observation
(Rs. in million)
1 Unsound asset management 4,094.333
2 Weak financial management 51,338.438
3 Weak Internal Controls relating to 4,319.97
financial management

4 Others 127.004

Total 59,879.745
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Table 3: Outcome statistics

Description

Expenditure
on acquiring
physical assets
(Procurement)

Civil
Works

Receipts

Others

Total
Current

Total
Last
Years

Outlays
audited

20,616.723

5,339.051

140,579.64

166,535.414

147,430.53

Amount
placed under
Audit
observation
firregularities
of Audit

12,638.406

5,271.497

41,969.842

59,879.745

17,433.907

Recoveries
pointed out at
the instance
of Audit

1,917.7

577.8

896.311

3,391.811

3,405.8

Recoveries
accepted
[established
at the
instance of
Audit

336.073

1779.18

212.951

2328.204

2,559.733

Recoveries
realized at
the instance
of Audit

96.007

602.101

205.371

903.479

1,590.045
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Table 4:

Table of irregularities pointed out

Rs. in million)

Amount
S. No. Description placed u_nder
audit
observation
1 Violation of Rules and regulations and violation of
principal of propriety and probity in public 51,338.438
operations.
2 Reported cases of fraud, embezzlement, thefts and
. - 127.004
misuse of public resources.
3 Accounting Errors (accounting policy departure
from  IPSAS*,  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
systems. )
5 Recoveries and overpayments, representing cases of
established overpayment or misappropriations of 4,551.793
public monies.
6 Non-production of record. 2,017.917
7 Others, including cases of accidents, negligence etc. 1,844.593

*The Accounting Policies and Procedures prescribed by the Auditor General of
Pakistan are IPSAS (Cash) compliant.

Table 5: Cost-Benefit
Rs. in million)
S. No. | Description Amount
1 Outlays Audited (Items 1 of Table 3) 166.535.414
2 Expenditure on Audit 70.674
3 Recoveries realized at the instance of Audit 903.479
4 Cost-Benefit Ratio 1:13

Xiii




Chapter 1

1.1  Public financial management issues observed in certification
audit of Accountant General Balochistan, Quetta
1.1.1 Non-clearance of various accounts at the year end — Rs.11,336

million

According to para 16.4.2.1-2 of the APPM, “Where a suspense account
is used, the delegated officer in the DAO/AG/AGPR shall identify the correct
transaction head to be used and clear the above suspense account on a monthly
basis. The Accountant General is responsible to make sure that suspense
accounts are cleared on a monthly basis and any outstanding item is
investigated.”

During certification audit of the Accounts of Government of
Balochistan for the year 2017-18, it was observed that suspense accounts
appearing in the Finance Account have not been cleared at the year-end, as
detailed below:

(Rs. in million)

. Opening . Closing
Object Account Balance Receipts Payments Balance
Code (Rs.) (Rs.) (Rs.) (Rs.)
G05103 | Suspense Account 44.049 0.000 0.000 44.049
G05106 | Inter Provincial Settlement Accounts 9.807 6.829 6.829 9.807
Gos107 | Adjusting Account between Federal | 74, gq 0.060 0.066 |  700.933
and Provincial Governments
G05110 | State Bank Suspense 4,026.635 11,177.215 | 19,241.731 12,091.151
TOTAL -3,272 11,184 19,249 -11,336

Source: Page No.89 of Finance Accounts 2017-18.

Wrong booking of expenditure / receipt resulted into increase in

suspense account due to which the actual expenditure / receipt remained
unreported.

The matter was reported to the departments in October and November
2018, to which the Accountant General Balochistan replied that the balances
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against G05103, G05106 and G05107 were created by the Treasury Office
Quetta. The matter was taken up with the Finance Department, Government of
Balochistan for seeking explanation on the issue but no response was received.
As far as, negative balances appearing under head G05110 is concerned, it was
informed that it was caused due to source deduction of amounts by the Federal
Government and non provision of budget by the Provincial Government for
adjustment / settlement of the suspense account. There are also system related
issues which have been taken up with the Director FABS, CGA.

In DAC meeting held on November 22, and December 4, 2018, it was
decided that Finance Department shall investigate the clearing heads
pertaining to Treasury Office Quetta and shall take corrective measures.
Finance Department shall also expedite its efforts to clear the suspense
account balances by identifying relevant heads of account and making
budgetary provisions for clearance of balances under head suspense account.
Director FABS shall be once again approached for resolving the system
related issues.

No further progress was intimated till finalization of this report.

Audit recommends that suspense accounts which are outstanding since
long be investigated and adjusted/charged to income / expenditure etc.
accordingly.

1.1.2 Un-adjusted negative balances appearing in the annual account -
Rs.13,713 million

According to para 7.2.4.2 of APPM, “The Accountant General shall
produce the Annual Accounts by consolidating the Monthly Accounts
submitted by DAOs and self-accounting entities and its own accounts and
incorporating adjustments and other financial information as required by the
AG”.

During certification audit of the Accounts of Government of
Balochistan for the year 2017-18, it was observed that the Finance Account for
the Financial Year 2016-17 contained as un-adjusted negative balance of
Rs.13,713 million, as detailed in Annexure 1.1.

These negative balances reflect excess payments against different
heads of account due to which, not only reliability of financial statements has
been compromised, but it also indicates weakness of the pre-audit system.
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The matter was reported to the departments in October and November
2018, to which the Accountant General Balochistan replied that for clearance
of outstanding balances against different heads of account, letters have been
written to the Finance Department, D.G Treasuries and Accounts and
concerned TOs / DAOs for taking corrective action on case to case basis.
Further, for resolution of system related issues Director FABS, CGA Office
has been approached.

In DAC meeting held on November 22, and December 4, 2018, the
DAC directed the Finance Department to investigate the negative balances
pertaining to Treasury Offices and take corrective measures to clear the
suspense account balances by identifying relevant heads of account and
making budgetary provisions for clearance of the balances under suspense
account. Accountant General Balochistan will approach Director FABS,CGA
Office for resolving system related issues. It was further directed that
necessary corrections be made in revised Finance account, under intimation to
Audit.

No further progress was intimated till finalization of this report.

Audit recommends that each negative balance account be separately
investigated and adjusted to reflect true picture of the accounts.

1.1.3 Unreconciled balances between State Bank and SAP / book
balance - receipt Rs.144 million and payment Rs.1,677 million

According to para 6.4.3.2 & 6.4.3.3 of the APPM, “On receiving the
daily bank returns from the Main Designated Branch, the delegated officer in
the Accounts Section of the DAO/AG/AGPR shall check that (i) supporting
documents detail (i.e. paid cheques, receipt vouchers, transfer advice) agrees
with the bank scroll, (ii) bank scroll entry agrees with a payment advice note
entry previously sent to the Main Designated Branch of the bank. Where there
are any discrepancies in the bank scroll, the officer shall immediately inform
the Main Designated Branch and resolve any differences in writing”.

During certification audit of the accounts of Government of
Balochistan for the year 2017-18, it was observed that payments made and
receipt figures punched in SAP relating to various District Accounts Offices
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do not tally with the receipts and payments reported to the State Bank of
Pakistan, as such there was a difference of Rs.144 million in receipts and
negative balance of Rs.1,677 million in payments, as detailed in Annexure —
1.2.

Non reconciliation of expenditure may result into mis-appropriation of
public money.

The matter was reported to the department in October and November
2018, to which the Accountant General Balochistan replied that issue of non-
reconciliation of receipt and payment between DAO and NBP had already
been taken-up with FD, GoB, DG Treasuries & Accounts and respective
DAOs/ TOs, NBP and SBP.

In DAC meeting held on November 22, and December 4, 2018, the
DAC directed the Finance Department to ensure reconciliation of receipt and
payment between TOs / DAOs and NBP on monthly basis.

No further progress was intimated till finalization of this report.

Audit recommends that Finance Department / DAOs / TO Quetta
should ensure rectification / reconciliation of such differences with the SBP as
well as with the NBP.

1.1.4 Variation between financial statements and State Bank of Pakistan
- Rs.1,711.773 million

According to para 6.5.3.7 of the APPM, “The Accountant General
shall consolidate the information received from the DAOs and prepare an ‘AG
Consolidated Monthly Report’ (Form 6E) of total balances of expenditures
and receipts”. Further, according to Para 6.5.3.8 of APPM, “The delegated
Officer shall prepare an AG Monthly Reconciliation Statement on the basis of
the AG Consolidated Monthly Report, as outlined in Section 6.3.5.2, for each
Government bank account. This will help in removing the differences between
the book and the bank”.
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During certification audit of the Accounts of Government of
Balochistan for the year 2017-18, it was observed that AG did not prepare
Consolidated Monthly Report of expenditure and receipt for each bank
account which resulted into variation between the closing balance of the
Accounts and balance appearing in the records of the SBP-HQ as on June 30,
2018, as detailed below:

(Rs. in million)

Description Balance as per Balance as per
‘Financial ‘SBP-HQ’ Variation
Statements’
Account 1,2 (30.6.2018) 3,546.388 5,258.162 1,711.774

Page 2 IPSAS, Finance Account page No.100

Non maintenance of essential record and non-reconciliation of
accounts balances between the AG Balochistan and SBP resulted into
variation between Financial Statements and accounts maintained by the SBP.

The matter was reported to the department in October - November
2018, the Accountant General replied that they have taken up the matter with
Finance Department, Director General Treasuries and all TOs/ DAOs for
resolution of the difference of balance.

In DAC meeting held on November 22, and December 4, 2018, the
DAC directed the Finance Department that DAOs should be instructed to
submit monthly reconciled statements of receipt and payment to Accountant
General Baluchistan to sort out actual cash balance of the provincial
government.

No further progress was intimated till finalization of this report.
Audit recommends that all essential record should be maintained and

reconciliation be carried out to remove the differences between the book and
bank before preparation of final accounts.
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1.1.5 Non reconciled monthly accounts

According to para 6.5.3.5 and 6.5.3.6 of the APPM, “The DAO shall
prepare and sign a “DAO Monthly Reconciliation Statement”, for receipts and
expenditures and supporting schedules and shall submit it to the Accountant
General by 7" of the following month along with the monthly accounts of the
DAO Office”.

During certification audit of the Accounts of Government of
Balochistan for the year 2017-18, it was observed that DAOs had not prepared
“Monthly Reconciliation Statements” of receipt and expenditure with
supporting schedules required to be attached with the monthly accounts.
Accounts submitted by the DAOs cannot be relied upon without reconciliation
with the bank.

Non-reconciliation between the DAOs and NBP resulted into non-
settlement of differences of accounts balances.

The matter was reported to the department in October and November
2018, the Accountant General explained that the Monthly Civil Accounts are
generated from the SAP; however District Accounts Offices/ Treasury Offices
do not render receipt and expenditure reports with supporting schedules. The
matter had been taken up with the Director General, Treasury and Accounts,
Balochistan and Secretary Finance Department, Government of Balochistan
but no response has been received.

In DAC meeting held on November 22, and December 4, 2018, the
DAC directed the Finance Department to ensure submission of reconciled
figures of receipt and payment by the TOs / DAOs to the AG on monthly
basis.

No further progress was intimated till finalization of this report.

Audit recommends that reliability of accounts be ensured through
submission of reconciled figures of expenditure and receipt along with
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supporting schedules to the Accountant General Balochistan by the DAOs on
monthly basis as prescribed under the rules.

1.1.6 Inadequate disclosure about development expenditure of federally
funded schemes

According to para 7.2.6.3 of the APPM, “The Annual Appropriation
Accounts shall identify significant variations from budget and include
explanations for these variances, given by the concerned spending entities”.

During certification audit of the Accounts of Government of
Balochistan for the year 2017-18, it was observed that explanations for
different variances were not recorded in the Appropriation Accounts of
Government of Balochistan, as detailed below:

i. In case of development expenditure, grant wise summary was
given instead of scheme wise / DDO wise allocation /
expenditure.

ii. Development expenditure incurred on federally funded
schemes was not reported in the Account separately.

iii.  Explanations for variations from the original budget were not
being recorded.

Absence of relevant and essential information in the Appropriation
Accounts resulted in an incomplete financial data.

The matter was reported to the departments in October and November
2018, to which the Accountant General Balochistan replied that the Finance
Department did not prepare Development Budget DDO wise at spending level.
The Budget Book of provincial government did not show federally funded
schemes separately. The matter regarding explanations of variances of excess
and savings had already been taken up with Finance Department, Government
of Balochistan but response was still awaited.
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In DAC meeting held on November 22, and December 4, 2018, it was
agreed upon by the Finance Department Government of Baluchistan and
Accountant General Baluchistan that in future disclosure of federally funded
projects will be ensured on the budget as well as accounting side. Moreover, it
was informed by the Secretary Finance that DDO wise budgeting of
development schemes was already in process in the Finance department. So
far as explanation for variances was concerned, it was decided that both
Finance Department and Accountant General Baluchistan will ensure to
incorporate explanations in the future accounts.

No further progress was intimated till finalization of this report.

Audit recommends that scheme wise detail of development
expenditure of provincial as well as federally funded projects be indicated in
the appropriation account, besides giving explanations for the variances.

1.1.7 Non-maintenance of debt balances / reconciliation with finance
department

According to para 11.7.1.3, Chapter 11 of the APPM, “AG/AGPR
shall then verify the information submitted in the Credit Report to their own
liability records and registers, before incorporating into the Consolidated
Monthly Accounts. The AG/AGPR shall investigate and agree with the
EAD/MoF any differences which may arise during their verification of the
Credit Report”. As per ‘Balochistan Rules of Business’ “the Finance
Department, is responsible for floating and administering debts which includes
responsibility to maintain complete record of all debts raised and repaid”.

During certification audit of the Accounts of Government of
Balochistan for the year 2017-18, it was noticed that the Finance Accounts of
Government of Balochistan for the year 2017-18 prepared by the Accountant
General Balochistan, shows balances of foreign debt only. Previous years’
balances of permanent, domestic, floating and “foreign debt-direct” were not
shown.
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(Rs. in million)

Opening Receipt Re- Closing Balance
Description Balance payment 30.6.2018
1.7.2017
Foreign Debt 47,761.835 | 263,492,980 | 5,629.550 42,396.272

Source: Page No.66, 81 of Finance Accounts 2017-18. Financial statement Note 16 & 22.

Further, payments of interest on debt were reported as Rs.1622 million
on page-66 of Finance Accounts and page-5 of Financial statement, but at
page-3 of Financial statement Rs.2,015 million was recorded. This resulted in
an excess reporting of interest payment of Rs.393 million.

Non maintenance of record resulted in incomplete disclosure of debt
liability of the Government of Balochistan.

The matter was reported to the departments in October and November
2018, to which the AG replied that they had taken up the initiative for proper
reconciliation regarding debt receipt and repayment with Finance Division,
Islamabad, Treasury Office Quetta, National Bank of Pakistan and Finance
Department, Government of Balochistan, which is at its final stage. Outcome,
thereof, will be shared with the Audit.

In DAC meeting held on November 22, and December 4, 2018, the
Secretary Finance informed the forum that a debt management unit was being
established in the Finance Department to ensure management of debt and its
accurate balances by carrying out proper reconciliation with the AG
Baluchistan on quarterly basis. The DAC directed the FD/ AG that reconciled
figures of debt receipt and repayment be ensured under intimation to Audit.

No further progress was intimated till finalization of this report.
Audit recommends that AG should maintain debt record of the

province and its reconciliation with the FD on monthly as well as, yearly
basis, at the close of financial year for proper debt management.
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1.1.8 Non-maintenance of fixed assets statements

According to section 2.2.70 of the Financial Reporting Manual, “Based
on information supplied by the Departments on a specified form of "Fixed
Assets Registers™ as set out in chapter 13 of APPM, shall be signed by the
Principal Accounting Officer of each Department before 7™ of each month,
after which, the AG will prepare the fixed asset statement”.

During certification audit of the Accounts of Government of
Balochistan for the year 2017-18, it was observed that no record of fixed
assets of Government of Balochistan was being maintained by the Accountant
General Balochistan as required under the relevant rules.

Non compliance of rules resulted in non-reporting of actual position of
fixed assets.

The matter was reported to the departments in October and November
2018, to which the Accountant General replied that the issue has already been
taken up with all Principal Accounting Officers, Government of Balochistan
as well as with Treasury Office Quetta / District Accounts Offices and
response from all quarters is still awaited.

In DAC meeting held on November 22, and December 4, 2018, it was
decided that the FD shall issue necessary instructions to all PAOs for
maintenance and submission of fixed assets statements to AG Balochistan on
monthly basis as required under the rules.

No further progress was intimated till finalization of this report.

Audit recommends that proper and complete accounting of fixed assets
be ensured by the AG Balochistan.

1.1.9 Savings not surrendered — Rs.66,453 million

According to para 95 of GFR Vol-I, “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
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unit or units which are definitely foreseen at the time and no savings should be
held in reserve for possible future excess”.

During certification audit of the Accounts of Government of
Balochistan for the year 2017-18, it was observed that a huge sum of
Rs.66,453 million could not be utilized by the concerned departments for the
intended purposes and lapsed at the close of financial year, as detailed in
Annexure — 1.3.

Non-surrendering of funds in time resulted into lapse of budgetary
grants and unnecessary blockage of funds.

The matter was reported to the departments in October and November
2018, to which it was replied that the control of expenditure (saving, excess)
lies with the authority administering a grant in terms of para-12 of G.F.R read
with Para-88. Audit contented that AG should watch the progress of
expenditure and communicate to the departments any expected excesses or
savings on quarterly basis.

In DAC meeting held on November 22 and December 4, 2018, the
DAC decided that the Finance Department should issue necessary instructions
to the departments for timely surrender of their savings.

No further progress was intimated till finalization of this report.

Audit recommends that budget should be forecasted properly and
savings accrued should be surrendered to the Finance Department well in time.

1.1.10 Rush of expenditure during June 2018 — Rs.26 billion

As per GFR 96, “It is contrary to the interest of the state that money
should be spent hastily or in an ill-considered manner merely because it is
available or that lapse of grant could be avoided.”

During the course of Certification Audit for the year 2017-18, it was
observed that substantial amount of Rs.26 billion was shown spent under
Development expenditure during the month of June 2018. Incurrence of
expenditure at the close of financial year not only raises doubts on its
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authenticity but also creates a risk of advance payments to the firms /
contractors, detail is as under:

Total Expenditure
S. . Expenditure =XP . Percentage
Particular incurred in
No. for the FY June 2018 %
2017-18
1 Development Rs.67 billion Rs.26 billion 38.8%
Expenditure

Source: Monthly Civil Accounts June 2018.

Substantial / unjustified rush of expenditure towards the close of
financial year is an irregularity & violation of rule.

The matter was reported to the management in October - November
2018, to which it was replied thatmajor funds had been released by the
Finance Department during last quarter of financial year due to which rush of
expenditure occurredin June 2018.

In DAC meeting held on November 22, and December 4, 2018, it was
agreed upon by the Finance Department that progress of expenditure will be
watched and timely releases of funds will be ensured.

No further progress was intimated till finalization of this report.
Audit recommends that FD should release proportionate budget during
the financial year in light of Government instructions.

1.1.11 Non-settlement of abstract expenditure - Rs.1,871.103million

As per Treasury Rules 309-310, “The departments are required to
submit the detailed accounts against the abstract bills within time specified in
sanction or on June 30, the closing date of financial year”.

During certification audit of the Accounts of Government of

Balochistan for the year 2017-18, it was observed that an amount of
Rs.1,871.103 million was drawn by different departments on abstract bills but
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detail of accounts of expenditure were not submitted to the AG Balochistan as

detailed below:

(Rs. in million)

S. | Token Amount

No. No. Date | Dfepartm(-ent Status (Rs))

1. | 451761 | 8518 |Provincial Institute for | ;. oiieq 10.000
Tgacher Education,

2. | 450521 | 3518 |Director Bureau of |\ 5.000
Curriculum, Quetta

3. |451761| 8518 |Provincial Institute for |, o0y 10.000
Teacher Education,

4. | 455667 | 10.5.18 | Director Colleges, | Unsettled 6.500

5. | 457332 | 16.5.18 Eole}[l Medical College, | Unsettled 1.500

6. | 448786 | 26.4.18 | Deputy Commissioner, | Unsettled | 1,522.120
Baluchistan ~ Academy

7. | 470721 | 22.6.18 for College Teacher, Unsettled 4.500

8. | 447762 | 24.4.18 | MD B Wasa Quetta Unsettled 301.333

9. | 455667 | 105.1g |Director of Education | ;. ieq 6.500
(Colleges) Quetta

10. | 449264 | 30.4.18 | Baluchistan Levies | Unsettled 1.650

11. | 449240 | 30.4.18 |Chairman  Zind | Unsettled 2.000
Total 1,871.103

Non-submission of detailed abstract bills resulted into unverified

expenditure.

The matter was reported to the management in October - November
2018, to which it was replied that matter had already been taken up with all
concerned departments for submission of detailed accounts against Abstract
claims drawn during the financial year 2017-18.

In DAC meeting held on November 22, and December 4, 2018, it was
decided that the Finance Department / Accountant General Baluchistan will
again take up the matter with the controlling departments for submitting the
detailed account against all abstract bills and the same will be verified from

audit.
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No further progress was intimated till finalization of this report.

Audit recommends that detailed adjustment accounts be obtained from
the concerned offices under intimation to audit.

1.1.12 Unauthorized drawl of money on account of compensation of land
structure acquired for different development schemes -
Rs.1,722.120 million

As per Treasury Rules 290, 309-310 and Appendix 6 of Rule 411, “No
money shall be drawn from the treasury unless it is required for immediate
disbursement. It is not permissible to draw money from the treasury in
anticipation of demands or to prevent the lapse of budget grants. When an
award (land compensation) is made, the officer shall have a statement
prepared in the appended form showing the amounts payable to each person
under the award, and shall on the day the award is made, forward a copy of the
statement, signed by himself, to the Accountant General with whom he is in
account”. Further, as per GFR 14, “Delay in the payment of money
indisputably due by Government is contrary to all rules and budgetary
principles and should be avoided. The departments are required to submit the
detailed accounts against the abstract bills within time specified in sanction or
on June 30, the closing date of financial year”.

During the Certification Audit for the year 2017-18, it was observed
that an amount of Rs.1,722.120 million was passed for payment to Deputy
Commissioner, Quetta on abstract contingent bill on account of
“Compensation of Land / Structure Acquired for Different Development
Schemes”, as detailed below:

Rs. in million)

S. Token No. and Date Cheque No. and Amount
No. Date
1. 477360 1419085 / 30.6.18 200.00
2. 458728 /22.5.18 1355548 / 761.060
3. 458729 /22.5.18 1355498 / 761.060
Total 1,722.12
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In this regard following irregularities were observed:

e The claim was deposited in National Bank PLS Account
N0.3138423907, instead of direct payments to the beneficiaries.

e As per provisions of above rule, the responsible officer was required to
submit details of beneficiaries to whom payments were made, but no
such record was provided to Accountant General Balochistan despite
lapse of financial year.

e Detail account was not submitted to AG office in violation of above
mentioned rule.

Drawl of money in anticipation of actual demand and deposit in private
bank account was illegal and caused blockage of government money.

The matter was reported to the management in October 2018, to which
it was replied that as per release of Finance Department the claim was passed
for payments through Deputy Commissioner Quetta for land compensation.
The D.C Quetta was requested for submission of detailed account of Abstract
Claim drawn during the Financial Year 2017-18 and justification for keeping
the unspent balance in the National Bank PLS Account No: 3138423907.

In DAC meeting held on November 22, and December 4, 2018, the
matter was discussed in detail and the finance department agreed to streamline
the payment procedure either by opening of assignment account or by making
payments through commitment accounting in respect of such payments in
favor of DC Quetta.

No further progress was intimated till finalization of this report.

Audit recommends that money from public account should only be
drawn when it is required for immediate disbursement.
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1.1.13 Deduction of arrear of income tax at source from consolidated
fund (Share of Balochistan) —Rs. 1,138.685 million

According to Article 119of the Constitution of Islamic Republic
Pakistan, “The Federal Government cannot deduct any amount from
Provincial Consolidated Fund of Provinces as the custody of the same is
entrusted to the Provinces”. Further according to Para 4 (3) of Presidential
Order No.5 of 2010 of 7" NFC Award, “The Share of Balochistan in the net
proceeds of the Divisible Pool shall remain protected”.

During audit of the Secretary Finance Department for the year 2017-
18, it was observed that the Federal Government had deducted Rs. 1,138.658
million at source from Consolidated Fund (Share of Balochistan) on account
of arrears of Income Tax against the Excise and Taxation Department,
Government of Balochistan in the month of December 2017. Finance
Department did not record / book this amount. Moreover, detail of Income Tax
on motor vehicles was not obtained from Excise and Taxation Department to
reconcile the factual position with Federal Government.

Deduction of income tax at source by the Federal Government form
the share of a province is breach of Article-119 of the Constitution of the
Islamic Republic of Pakistan and caused loss to the funds of the Government
of Balochistan.

The matter was reported to the department in November 2018, but no
reply was received.

In DAC meeting held on December 4, 2018, the department replied
that the matter has already been taken up with the Federal Government and
any development will be brought to the notice of audit.

No further progress was intimated till finalization of this report.
Audit recommends that Finance Department should ensure receipt of
due share of the Government of Balochistan from the Federal Government as

per NFC Award.
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Chapter 2
2.1  Communication and Works (C&W) Department

2.1.1 Introduction

Construction, maintenance and repair of roads, bridges, tunnels,
ropeways and buildings, are the main functions of the Department. It also
renders services in the field of engineering training for the Departmental
Engineers, Public Health Works pertaining to Government buildings and
Government residential estates.

2.1.2 Comments on Budget and Accounts (Variance Analysis)

Development and Non-Development funds amounting to Rs.
26,554.219 million were allocated to the Department during financial year
2017-18. Against the said allocation, an expenditure of Rs. 26,074.85 million
was incurred, as summarized below:

(Rs. in million)

Grant Type of grant 2017-18
No. Final grant Actual Excess/ Percentage
expenditure | (Saving)
13 Non- 8,217.955 8,270.4 52.445 0.64
Development
Housing and 3,337.5 3,092.35 | (245.15) (7.34)
41 | Community
Amenities
41 | Roads 14,998.764 | 14,712.1 | (286.664) (1.92)
Total Development 18,336.264 | 17,804.45 | (531.814) (2.9)
Grand Total
(Non-Development + 26,554.219 | 26,074.85 | (479.369) (1.8)
Development)

An expenditure of Rs. 52.445 million was incurred in excess against
non-development grants and department did not surrender the saving of
Rs.531.814 million against development grants which indicates improper
budgeting and financial mis-management.
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2.1.3 Brief comments on the status of compliance with PAC directives

S. | AuditReport | Total | Compliance | Compliance | Percentage of
No. Year Paras received not received compliance
1 | 1984-85 42 - 42 0

2 | 1988-89 22 - 22 0

3 | 1989-90 137 - 137 0
4 | 1990-91 62 - 62 0

5 ]1991-92 86 - 86 0

6 |1992-93 36 - 36 0

7 11993-94 20 - 20 0

8 | 1994-95 32 - 32 0

9 | 1995-96 48 - 48 0
10 | 1996-97 48 - 48 0
11 | 1997-98 39 22 17 56%
12 | 1998-99 34 10 24 29%
13 | 2000-2001 44 42 2 95%
14 | 2001-2002 41 16 25 39%
15 | 2002-2003 65 - 65 0
16 | 2003-2004 15 - 15 0
17 | 2004-2005 28 - 28 0
18 | 2005-2006 38 23 15 60%
19 | 2006-2007 20 20 0
20 | 2007-2008 14 - 14 0
21 | 2008-2009 24 - 24 0
22 | 2009-2010 23 - 23 0
23 | 2010-2011 30 - 30 0
24 | 2011-2012 29 - 29 0
25 | 2012-2013 18 - 18 0
26 | 2013-2014 17 - 17 0
27 | 2014-2015 21 - 21 0
28 | 2015-2016 13 - 13 0
29 | 2016-2017 16 - 16 0
30 | 2017-2018 20 - 20 0

TOTAL 1082 113 969 10.4%

Most of the Audit Reports have not yet been discussed by the PAC.
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2.1.4 Significant Issues for PAC’s Notice

This section invites PAC’s attention to irregularities of recurring nature
needing immediate intervention by the PAO. It highlights trends in audit
findings of the past three years, followed by an analysis of the underlying
issues to be addressed.

Trend of audit findings over past three years

A glance at the past three years printed audit reports of the Works
Departments reveal following irregularities.

a) Overpayments.
b) Tax and duties.

As illustrated in the chart below a significant part of irregularities
pointed over the past three years pertains to these areas.

Nature of Irregularities

B Overpayment
Tax and duties

H Others

Above irregularities were pointed out by audit repeatedly but no corrective
action was taken by the department.
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(Rs. in million)

Total Overpayment Tax and duties
Audit I_rregularltl_e > Amount | Percentage Amount Percentage
Year in the Audit Rs of total Rs of total
Report ' '
2014-15 39,587 27.76 0.07 114.79 0.29
2015-16 4,101 22.992 0.56 7.700 0.18
2016-17 1,577 166.764 10.57 13.562 0.85
2017-18 17,433.907 643.152 3.689 11.505 0.65
-Total 62,698.907 860.668 1.372 147.557 0.235

Audit report for the year 2018-19

In the latest audit report, again, a sizable amount of irregularities is
concentrated among the designated areas. Below is the detail:

(Rs. in million)
Overpayment Tax and duties
192.281 734.85

Factor behind recurrence of irregularities:

Main factor behind repeated occurrence of irregularities is lukewarm
response of the entities towards audit observations and non-intervention of
PAO to stop these irregularities. Although DACs are held regularly on these
issues but no remedial measures are adopted.

PAC’s Intervention Sought

Major chunk of the development budget is allocated to the
Communication and Works Department which has qualified engineers and
hierarchy of command to execute civil works in accordance with delegated
powers. Moreover, senior engineers are normally posted as PAO of this
department therefore recurrence of such irregularities could have been
avoided. PAC may issue directive to the Communication and Works
department for strict compliance of rules and regulations.
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2.2 AUDIT PARAS
2.2.1 Non-production of record — Rs. 672.372 million

According to Article 170 (2) of the Constitution of Islamic Republic of
Pakistan read with Para 14-1 of the Auditor General’s Ordinance 2001, the
audit of the accounts of Federal and of the Provincial Governments and
accounts of any authority or body established by, under the control of, the
Federal or Provincial Government shall be conducted by the Auditor-General,
who shall determine the extent and nature of such audit and Shall, have
authority to require that any account, books, papers and other documents
which deal with, or form, the basis of or otherwise relevant to the transactions
to which his duties in respect of audit extend, shall be sent to such place as he
may direct for his inspection. The officer incharge of any office or department
shall afford all facilities and provide record for audit inspection and comply
with requests for information in as complete a form as possible and with all
reasonable expedition, further, 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”.

The following Divisions of Communication and Works department
incurred an expenditure of Rs. 672.372 million on different schemes, during
2016-17, but in support of said payments, the vouchers, MBs, Contract
agreements, PC-I/Technically sanctioned estimates were not available in
Divisional Offices. Therefore, the payments could not be verified as detailed
in Annexure —2.1.

(Rs. in million)

S. No. Department Amount
1 B&R Division -1, Zhob 23.50
2 B&R Division -1, Kohlu 123.363
3 B&R Division -11, Panjgoor 183.951
4 B&R Division - I, Panjgoor 341.558
Total 672.372

Due to non-production of record, expenditure remained unaudited.
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The matter was reported to the department in April and August 2018
but no reply was received.

In DAC meeting held on November 28, 29 and December 3, 2018, the
DAC directed the respective divisions to produce original record to audit for
scrutiny.

No record was produced till finalization of this report.

Audit recommends disciplinary proceedings may be initiated against
the officials at fault as the expenditure remained unaudited.

2.2.2 Allowing higher rate of premium on civil works — Rs.131.88
million

As per the Planning and Development Notification dated 16%
September 2013, the rates of premium for different category of civil works for
Quetta District are fixed as under:

All tvpes of Earthwork/ | Bituminous
Description 1 typ base Sub- items Steel
civil works base
Quetta City 100% above 20% above 100% above | 200% above
i 0
gﬂgtta Side 103% above 23% above 103% above | 203% above

Executive Engineer, Maintenance Division-1ll, Quetta, awarded the
work “Construction of Car Parking Plaza at Circular Road Quetta” to M/s
Qasim Khan, Government Contractor on 14.01.2016 @ 242% above, 274%
above and 258% above on civil works, steel items slab works respectively, on
Balochistan CSR 1998. While checking the record it was observed that, the
divisional officer awarded the work on higher rates instead of premium
allowed by the P&D department in its Notification dated 16 September 2013.
Thus due to allowing higher rates of premium the contractor was overpaid
Rs.131.88 million, as detailed below:
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(Rs. in million)

Premiu Amount
Descriptio Prem_lu m Pa_lyable Premiu | Premium | Difference
n m Paid | Payabl without .
; m Paid | Payable
e Premium
Civil Work | 242% 100%
Premium above above 66.893 | 161.881 66.893 94,988
Steel 0
works |00 | Sbove
Premium 49.265 | 134.987 98.531 36.456
Civil 0 0
Works | 2000 | ove
Premium 0.276 0.712 0.276 0.436
Total 116.434 | 297.58 165.700 131.88

Payment of higher rates of premium caused loss to the government.

The matter was reported to the department in October 2017 but no

reply was received.

In DAC meetings held on November 28, 29 and December 3, 2018, it
was intimated by the department that the scheme was approved at a cost of Rs.
915.254 million based on allowed ceiling rates as per CSR 1998. The bid
offered by the lowest bidder was 242% over civil works and 274% above over
steel works based on use of high strength plant concrete with fair face ply
shuttering and of high strength steel. The enhanced quoted rates were
approved at a cost of Rs. 1044.4310 million by the PDWP in its meeting held
on 04.01.2016. The DAC decided that the matter may be taken up with P&D
Department for clarification.

No further progress was intimated till finalization of this report.
Audit recommends that recovery of excessive rates of premium be

effected from the concerned contractor.
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2.2.3 Allowing incorrect rate of premium - Rs.16.950 million

As per GFR 19 (iv), “The terms of contract once entered into should
not be materially varied without the previous consent of competent authority.
No payments to contractors by way of compensation or otherwise, outside the
strict terms of the contract or in excess of the contract rates may be authorized
without the previous consent of Finance Department”. As per P&D
Department’s Notification dated 16 September, 2013, “the District wise
premiums to be executed from the date of issue of this Notification by all the
Nation Building Departments, Autonomous / Semi-Autonomous Bodies of the
Government of Balochistan only for new works from July, 2013 or the works
which are approved but not yet tendered / awarded should be within the cost
by curtailing their unessential components”.

Executive Engineer, B&R Division-l, Turbat awarded the work
“Rehabilitation/Construction of Zubaida Jalal Road” to M/s Tagran
Construction Company, Government Contractor on 7 June, 2010 @ 4.75%
above, 52.70% above, 52.75% above, 12.7% above and 132.75% above on
earthwork, structure work, bituminous items, sub base and steel works
respectively on Balochistan CSR 1998 at an estimated cost of Rs. 36.283
million. The scope of work was enhanced upto Rs.673.15 million vide on 27
March, 2014 without inviting open tenders to obtain competitive rates.

Scrutiny of record revealed that on revisions of PC-1 during March
2014, the premium was allowed on new ceiling rates notified by the P&D
Department on 16 September 2013. It was observed that the work of
contractor was enhanced on the same / existing terms and conditions of
contract agreement therefore, the payment of premium at higher ceiling rates
was not admissible. Due to allowing excess and incorrect rate of premium, the
contractor was overpaid an amount of Rs.16.950 million, as detailed below:

37



(Rs. in million)

S. Description Work Premium | Premium Difference
No. Done Paid Payable
Earthwork, Premium
1. |paid @ 33% above
instead 4.75% above 5.087 1.679 0.242 1.437
Bitumen, Premium Paid
2. | @ 113% above instead
of 52.70% above 16.709 18.882 8.814 10.067
Civil work, Premium
3. |paid @ 113 % above
instead of 52.70% above | 13.843 15.642 10.479 5.163
Steel, Premium paid @
4. | 213 % above instead of
132.75% above 0.353 0.752 0.469 0.283
Total 35.992 36.955 20.004 16.950

Payment of higher, incorrect rate of premium caused loss to the
government by providing extra financial benefit to the contractor. Moreover,
award of contract without calling open tenders on enhancement of scope of
work resulted into violation of rules.

The matter was reported to the department in April 2018 but no reply
was received.

In DAC meetings held on November 28, 29 and December 3, 2018, it
was intimated by the department that the premium was paid on remaining
enhanced work after revision of PC-1 on new ceiling rates notified by P&D
Department during September, 2013. Audit stressed that as the work was
enhanced on existing terms and conditions of contract agreement, hence
provision of Notification of P&D Department, dated 14.06.2008, the enhanced
premium on existing work was not permissible therefore, the recovery should
be made. Further, regarding enhancement of work beyond prescribed limit and
awarding the enhanced work to the same contractor, without the tendering
process, the department was directed to conduct an inquiry with the view to fix
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responsibility, besides getting the expenditure regularized by the Finance
Department.

No further progress was intimated till finalization of this report.

Audit recommends that recovery of overpaid amount be made from the
contractor in addition to conducting an inquiry into the matter at an
appropriate level in the light of the DAC directives.

2.2.4 Allowing higher rates of premium on civil works instead of
earthwork -Rs. 14.827 million

As per Chapter Earthwork of specification Part-1l, CSR, 1998,
Earthwork covers any or all works involved in cutting or digging in spoil or
soil of various classification, dressing the excavated pits to specified grades,
sorting transporting and re-handling of excavated material, stocking filling or
refilling, compacting, dressing of the resultant embankment or spoil bank only
with all other related operations. Beside, earth, stone, gravel, shingle, brick
heats are reckoned for base or sub-base material”. Further, as per the Planning
and Development Department, Notification dated 14 June, 2008 and 16
September 2013, the rates of premium for different category of civil works,
earthwork, bituminous and steel items for all Districts of Balochistan were
fixed”.

The following divisions of Communication and Works Department
overpaid an amount of Rs. 14.827 million to contractors of different works due
to allowing incorrect rates of premium of civil works instead of earth work,
during the year 2016-17, as detailed in Annexure — 2.2.

(Rs. in million)

S. No. Name of Division Amount
1 B&R Division - | Lasbella at Uthal 0.363
2 Maintenance Division — I, 1.982
3 B&R Division —I Jhal Magsi 0.556
4 B&R Division -1l KillaSaifullah 2.635
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S. No. Name of Division Amount
5 B&R Division —I1 Chagai 0.466
6 B&R Division —II Sibi 0.167
7 B&R Division —I Gwadar 0.542
8 B&R Division —I Turbat 0.215
9 B&R Division Il Turbat 0.731
10 B&R Division —I Sherani 1.328
11 B&R Division —I, Kohlu 0.141
12 B&R Division —Il, Musakhail 0.240
13 B&R Division —I1, Panjgoor 2.44
14 B&R Division —I, Panjgoor 0.919
15 PD, City Development, at Kech Turbat 2.102

Grand Total 14.827

Payment of premium of civil works instead of earthwork gave extra
financial benefit to the contractor and loss to the government.

The matter was reported to the department but no reply was received.

In DAC meeting held on November 28, 29 and December 3, 2018,the
department contended that the applicable rate was that of civil work and not
earthwork was applicable. The DAC directed the department to seek
clarification from the P&D department.

No further progress was intimated to audit till finalization of this
report.

Audit recommends that recovery may be effected from the concerned
contractors under intimation to Audit.

2.2.5 Overpayment due to excess quantity - Rs. 10.150 million

According to Paragraph 56 of CPWA Code, and 2.86 of B&R Code,

“The authority granted by a sanction to an estimate must remain strictly
limited to the precise objects for which the estimate was intended. If after the
accord of technical sanction alterations are contemplated, orders of the
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original sanctioning authority should be obtained even though no additional
expenditure is involved.”

In following divisions of Communication and Works Department,
during 2016-17, it was observed that the contractors were paid for different
items of work by allowing excess quantities than provided in approved PC-I's
due to which an overpayment of Rs. 10.150 million was made as, detailed in
Annexure — 2.3.

(Rs. in million)

S. No. Name of Division Amount
1. B&R Division — 1, Zhob 2.449
2. B&R Division — I, Loralai 1.052
3. Project Director, Omani Grant Project, Gwadar 6.649
Total 10.150

Overpayment of excess quantities than those approved in the PC-I’s
caused loss to the Government.

The matter was reported to the department in March, June and July
2018respectivelybut no reply was received.

In DAC meeting held on November 28, 29 and December 03, 2018,the
B&R Division-1, Zhob stated that the recovery would be effected from the
next running bill of the contractor. However, B&R Division-I Loralai did not
agree with the recovery pointed out by audit and was directed to produce the
relevant record in support of their claim to audit for verification. The Project
Director, Omani Grant Project, Gwadar was repeatedly requested to convene
the DAC meeting but no meeting could be held.

No further progress was intimated till finalization of this report.

Audit recommends that recovery of overpaid amount may be effected
from the concerned contractors under intimation to audit.
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2.2.6  Non-deduction of stacking charges -Rs.9.515 million

According to S.I. No.21-2, 21-3 & 21-4 and Detailed Analysis of CSR-
1998, “The rates for excavation or cutting in soft rock, medium rock and hard
rock are inclusive of labor charges for stacking at site. The unit rate paid
includes Rs. 26.71 per cum for sorting and stacking the excavated material at
the site of work™.

In the following Divisions of Communication and Works Department,
during the year 2016-17, the contractors were paid for construction of different
roads for an item of work “Excavation or cutting in soft rock by hammering,
chiseling and pick or jumper work including sorting and stacking the
excavated material within a lift of 1.50 m (5 ft.)” under SI No.21-2 @
Rs.181.00 Per Cum. The rate paid was inclusive of sorting and stacking the
excavated material at the site, but stacking charges at the rate of Rs. 26.71 Per
Cum were not deducted from the unit rate. This resulted in an overpayment of
Rs. 9.515 million, as detailed in Annexure - 2.4.

(Rs. in million)

I\?é. Name of Division éég Amount (Rs.)
1 | B&R Division - | Killa Abdullah 2/ 2016-17 9.399
2 | B&R Division — I, Loralai 8/2016-17 0.116

Total 9.515

Non deduction of stacking charges from unit rate of items resulted into
overpayment to the contractors and loss to the government.

The matter was reported to the department in June and November 2017
but no reply was received.

In DAC meeting held on November 28, 29 and December 3, 2018,
B&R Division -1 Killa Abdullah stated that stacking of material was done
therefore the DAC directed the division to produce evidence in form of MB to
audit for verification. B&R Division —I Loralai, accepted the contention of
audit and agreed to affect the recovery and DAC directed to make the recovery
and produce evidence to audit.
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No further progress was intimated to audit till finalization of this
report.

Audit recommends that recovery of overpaid amount may be effected
from the concerned contractors under intimation to Audit.

2.2.7 Non-deduction of cost tack coat — Rs.8.959 million

As per specification of Roads and Highways of Handbook of Civil
Engineering, “prime coat is the initial application of a binder to an abstract
high way surface prior to premix carpeting, whereas, tack coat is the initial
application of a binder to an existing surface to ensure thorough bond between
the new construction and the existing surface and tack coat and prime coat are
not given together”.

Executive Engineer, B&R Division-1, Killa Abdullah carried out
premix carpeting in various road works and paid at the rate of Rs.239.10 per
sgm under S.1.N0.21-35 that included cost of tack coat at the rate of Rs.52.70
per sqm. In addition, prior to premix carpeting, prime coat were also paid at
the rate of Rs.33 per sqm. Additional payment for prime coat was not in order
because cost of tack coat is already included in the premix carpeting rate. Cost
of prime coat should have been adjusted within the existing cost of tack coat
as both items are not applied together. Thus, due to non-deduction of the cost
of tack coat an overpayment of Rs. 8.959 million was made to contractor, as
detailed below:

(Rs. in million)

S. Quantity Rate of

No. Name of Work Paid Sgm | Tack Coat Amount
Improvement / Widening of
Black Top Road from NHA to

L Zara Bund to Tabina Cross 12 58,712.50 52.70 3.094
Km
Construction of Black Top Road

2 from Panjpai Ghazaband to 16,140.6 52.70 0.850

43




Gulistan (60.Km)
Construction of Black Top Road
3. | Landi Kareez Chaman Master | 9,321.48 52.70 0.491
Plan To main NHA 3.00 Km
Total 4.435
Add Premium @ 102% above on CSR 1998 4,523
Grand Total 8.959

Non-deduction of cost of tack coat from premix carpeting resulted in
overpayment to the contractors and caused loss to the government.

The matter was reported to the department in November 2017 but no
reply was received.

In DAC meeting held on November 28, 29 and December 3, 2018, the
department was directed to affect the recovery of cost of tack coat.

No further progress was intimated to audit till finalization of this
report.

Audit recommends that recovery of overpaid amount may be effected
from the concerned contractors under intimation to Audit.

2.2.8 Non deduction of balochistan sales tax - Rs.734.850 million

According to Section-3 of Balochistan Sales Tax on Services Act,
2015, “The Government of Balochistan levied Sales Tax @ 15% on provision
of services rendered by engineering consultants, Contractors of buildings
(including water supply, gas supply and sanitary works), roads and bridges,
electrical and mechanical works including air conditioning), (including turn-
key projects) and similar other works”.

In following divisions of Communication and Work Department a
payment of Rs.4419.564 million was made to contractors / consultants for
execution of civil works contracts during the financial year 2016-17. The
divisional officers were required to levy Balochistan sales tax @ 15% on the
services / contracts on each payment but no sales tax was levied. This resulted
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in non-realization of Balochistan Sales tax amounting to Rs.734.850 million,
as detailed in Annexure - 2.5.

(Rs. in million)

S. No. Name of Division Amount BST
1 B&R Division —I Awaran 19.581 2.937
2 B&R Division — |1 Naseerabad 85.465| 12.820
3 B&R Division — 11 Nushki 14.000 2.100
4 B&R Division — I Sibi 61.830 8.065
5 B&R Division — | Ziarat 58.575 8.787
6 B&R Division — | Ziarat 9.450 1.418
7  |Project Division —I| 11.000 1.100
8 B&R Division —I1, Sibi 117.248 17.588
9 B&R Division —Il, Gwadar 163.809 24.574
10 B&R Division —I, Gwadar 72.711 7.036
11 B&R Division —I, Turbat 508.623 70.668
12 B&R Division —Il, Turbat 73.949 9.640
13 E&M Workshop Division Quetta 186.311 95.447
14 B&R Division-1, Sherani 70.748 10.613
15 B&R Division-11, Sherani 1348.254 | 257.036
16 B&R Division —I, Musakhail 46.827 7.024
17 B&R Division —II, Musakhail 151.410 11.358
18 B&R Division —I1, Panjgoor 148.240 19.337
19 |B&R Di