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ADB............ Asian Development Bank
ADP............... Annual Development Program
APR .............. Actual Payee Receipts
AM&R........... Annual Maintenance & Repair
ARS ... Agriculture Research Station
AWKUM........ Abdul Wali Khan University Mardan
AUP............ Agriculture University Peshawar
BOQ............... Bill of Quantities

C&W............ Communication and Works
CCCPO........... Chief Capital City Police Office
CPPA.............. Central Power Purchasing Agreement
CPPA.......... Central Power Purchase Agency
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CPWA........... Central Public Works Accounts
CPWD............ Central Public Works Department
CSR.....ceeee. Composite Schedule of Rates
CTR............ Central Treasury Rules

CRBC ............ Chashma Right Bank Canal
Cft.eeieeiee. Cubic feet

COD............ Commercial Operation Data
DCO............ District Coordination Officer
DRC........... Documents Review Committee
DAC............... Departmental Accounts Committee
DAO............ District Accounts Office
DFC............ District Food Controller
DFO.............. Divisional Forest Officer
DDA............ District Director Agriculture

DDO .............. Drawing & Disbursing Officer
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DSC............... Developmental Steering Committee

DRAC........... District Rate Committee Assessment

EGB............... Empty Gunny Bag

EME............ Electro Mechanical Engineering

FDC .............. Forest Development Corporation

FTR................ Federal Treasury Rules

FIR............. First Information Report

FATA.......... Federally Administrative Tribal Area

FANA ............ Frontier and Northern Area

GFR .............. General Financial Rules

GHW............

HPP............. Higher Power Project

HDF............. Hydel Development Fund

HOD............ Head Of Department

HED........... Higher Education Department

HEC............... Higher Education Commission

HMC............. Hayatabad Medical Complex

IFSP............ Insaf Food Security Program

IPC.....ccee Interim Payment Certificate

KP.ooooiieee Khyber Pakhtunkhwa

Kg.iooiieeen Kilogram

Km....oooooeenie Kilometer

LFA............. Literacy For All

LG&RDD....... Local Government & Rural Development
Department

MB................. Measurement Book

MCC.............. Medicines Coordination Cell

MFSC.......... Model Farm Service Center

MS .. Medical Superintendent

MD............. Managing Director

MNCH......... Maternal Newborn & Child Health
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MOU........... Memorandum Of Understanding
NEPRA......... National Electric Power Regulatory Authority
NIT ... Notice Inviting Tender

NRC............... National Reserve Centre

NSR ....cccoeee. Non Schedule Rate

NSL....ccooeee. Natural Soil Level

NTDC........... National Transmission and Dispatch Co
NTN............ National Tax Number

O&M.............. Operation and Maintenance

OM............. Operations Manual

OFWM......... On Farm Water Management

OPD.............. Out Patient Department

PD.............. Project Director

PAC .............. Public Accounts Committee

PASSCO........ Pakistan Agriculture Storage & Supply
....................... Corporation

PESCO........... Peshawar Electric Supply Company
PEDO.......... Pakhtunkhwa Energy Development Organization
PHYDO......... Provincial Hydro Development Organization
PC.............. Project Coordinator

PCC................ Plain Cement Concrete

PLA.............. Personal Ledger Account

PPA................ Power Purchase Agreement

POL................ Petroleum, Oil & Lubricants

POF................ Pakistan Ordnance Factory

PDWP ......... Provincial Development Working Party
RCC.............. Reinforced Cement Concrete

SDO............... Sub Divisional Officer

SME’s.......... Small & Medium Enterprises

SMEDA....... Small & Medium Enterprises Development
....................... Authority
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Preface

Articles 169 and 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 Province and
of the accounts of any authority or body established by the Province.

The report is based on audit of the accounts of various departments and
organizations of the Government of Khyber Pakhtunkhwa for the financial
year 2015-16 and the accounts of some formations for previous financial years.
The Directorate General Audit Khyber Pakhtunkhwa conducted audit during
2016-17 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.1.00 million or more.
Relatively, less significant issues are listed in the Annexure-I of the Audit
Report. The audit observations listed in the Annexure-I 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 observations 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 written response and discussions in the DAC meetings.

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

Sd/-
(Rana Assad Amin)
Dated:21.02.2017 Auditor General of Pakistan



EXECUTIVE SUMMARY

The Directorate General Audit Khyber Pakhtunkhwa carries out the audit
of Government of Khyber Pakhtunkhwa. The Government of Khyber
Pakhtunkhwa conducts its operations under the Rules of Business 1985 that
envisage provincial government as comprising 30 Principal Accounting
Officers for different departments, Attached Departments, Subordinate Offices
and certain Autonomous Bodies. Financial provisions of the constitution
prescribe the procedures relating to the Receipts and Disbursements to and
from the Provincial Consolidated Fund and Public Account for which Annual
Budget Statement is authorized by the Assembly. The Directorate General
Audit has human resources of 69 officers and other staff resulting in 17112
man days. The annual budget amounted to Rs.99.87 million. The office is
mandated to conduct regularity audit (financial attest audit and compliance
with authority audit) and performance audit of departments and projects run by
those departments. This is a Regularity Audit Report on Expenditures. The
Receipts Audit Report has been published separately.

a. Scope of Audit

Out of total expenditure of the Provincial Government for the financial
year 2015-16, auditable expenditure under the jurisdiction of Director General
Audit Khyber Pakhtunkhwa was Rs.401.33 billion covering 30 PAOs and 1352
formations. Out of this, Director General Audit Khyber Pakhtunkhwa audited an
expenditure of Rs 183.20 billion which, in terms of percentage is 46% of
auditable expenditure.

b. Recoveries at the instance of audit:

Recovery of Rs 4,216.653 million was pointed out. The recovery of
Rs.359.85 million was effected during the year 2016-17 at the time of
compilation of report.

¢. Audit Methodology:

The audit year 2016-17 witnessed intensive application of desk audit
techniques in the Director General Audit, Khyber Pakhtunkhwa. This was
facilitated by access to live SAP/R3 data, intranet, 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 was no change in rules, practices and internal control systems
during the year as pointed by audit. Hence, similar nature observations of
previous years are repeated in this Audit Report.

e. Comments on Internal Control

Internal Control is a tool for management to improve performance,
prevent losses, and control mismanagement of public money and safeguard
government assets.

For effective management and achievement of the objectives, various
types of internal controls should be in place. Accounting controls ensure
completeness, accuracy, timelines and reliability of accounts. Financial controls
help in budgeting and accurate forecasting. Administrative controls help in
preventing unauthorized payments, losses and misappropriations, etc.

In most of the provincial government departments lack of internal
control is evident from the following shortcomings in the financial management
system:

Non-observance of canons of financial propriety and non-compliance of
rules & regulations.

Non-recovery of government dues.

Overpayments in pay & allowances.

Loss to government due to negligence.

Excess payments to suppliers/ contractors.

Irregular, unauthorized and unnecessary expenditure.

Misuse of financial powers by the subordinate officials.
Waste of funds due to un-necessary purchase of store etc.
Retention of public money outside the government account.
DAC meetings not convened regularly.

The Directives of the DAC and PAC not pursued vigorously.

FHEEEFEEFEds o+

The Principal Accounting Officers should evaluate the existing internal
controls and reinforce these controls in the offices and organizations working
under their control. They should also ensure;

+ To maintain accurate accounting records and make it available to auditors at
the time of the audit. Non-production of record by any person or authority
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should be subject to disciplinary action under relevant Efficiency and
Disciplinary Rules, applicable to such person in terms of section 14(3) of the
Auditor General’s (Functions, Powers, and Terms & Conditions of Service)
Ordinance, 2001.

To recover government dues and deposit it in government treasury.

To avoid keeping of public money outside the government account and
prevent unnecessary drawl of funds.

To prevent misuse of government assets.

To investigate the cases of losses and take remedial measures.

To regularly convene DAC meetings and;

To pursue directives of DAC & PAC.

The key audit findings of the report:

Blockage of public money of Rs.1,034.850 million was noticed in 2 cases'.
Diff(zarence in record of receipts of Rs.48.260 million was noticed in 1
case”.

Doubtful and unwarranted expenditure of Rs.197.482 million was noticed
in 14 cases”.

Dumping of stone without proper utilization of Rs.219.064 million was
noticed in 1 case®.

Excess drawl / expenditure of Rs.560.515 million was noticed in 14 cases’.
Fraudulent drawl on fake signature and repair of machinery of Rs.15.242
million was noticed in 3 cases®.

Illegal drawl / expenditure and retention of money of Rs.853.947 million
was noticed in 6 cases’.

Irregular expenditure on purchases of Rs.5214.245 million was noticed in
26 cases”.

Less deduction and less recovery of Rs.6.04 million was noticed in 2
cases’ .

Loss of Rs.13,388.995 million was noticed in 93 cases'’.
Misappropriation of Rs.1,285.221 million was noticed in 34 cases'".
Misqge of Displaced persons funds of Rs.11.640 million was noticed in 1
case .

Non imposition of penalty of Rs.286.312 million was noticed in 5 case'”.
Non accountal of store item and profit of banks of Rs.43.650 million was
noticed in 2 cases'".

Non achieving of goals of project of Rs.1,360.000 million was noticed in 1
case ~.
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Non availability of wheat sales account of 100 sales points of Rs.278.632
million was noticed in 1 case'®.

Non completion of inquiry involving loss of Rs.72.000 million was noticed
in 1 case'’.

Non deduction of income tax of Rs.21.728 million was noticed in 2 case'®.
Non ?;:posit/ non recovery etc of Rs.4,194.925 million was noticed in 32
cases .

Non encashment of bank guarantee and performance bond of Rs.74.935
million was noticed in 2 cases™.

Nonﬂforfeiture of security deposit of Rs.0.701 million was noticed in 1
case” .

Nonzzmaintenance of cash book of Rs.136.540 million was noticed in 1
case™".

Non production of record of Rs.641.742 million was noticed in 6 cases™.
Non rendering of account / non return of weapons of Rs.25.895 million
was noticed in 2 cases>*.

Outstanding recoverable government dues Rs.13.917 million was noticed
in 1 case™.

Overpayment of Rs.157.448 million was noticed in 17 cases’.
Unauthentic / Unauthorized payments etc Rs.3,469.630 million was
noticed in 55 cases®’.

Undue favor / Un-necessary drawl / un-reconciled expenditure of
Rs.1424.177 million was noticed in 3 cases®.

Unjustified expenditure on purchase of bandolier of Rs.7.597 million was
noticed in 1 case™.

Unverified expenditure on account of pay and allowances of Rs.245.283
million was noticed in 1 case™. y

Wastetful expenditure of Rs.814.064 million was noticed in 17 cases™ .
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Audit paras for the audit year 2016-17 having value of less than
Rs.1.00 million involving procedural violations including internal control
weaknesses and irregularities not considered worth reporting to the PAC are
included in Annexure-I.
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. Recommendations

The departments’ compliance towards PAC directives was poor. The
PAOs should give full attention to the PAC directives and improve
compliance by their respective departments.

The PAOs should ensure production of auditable record to audit in respect
of cases relating to non production of record pointed by audit and take
disciplinary action in terms of section 14 (3) of Auditor General’s
Ordinance, 2001.

The PAOs should strengthen the internal control mechanism to prevent
losses and recurrence of similar nature of irregularities.

The PAOs should ensure holding of DAC meetings regularly.
PAOs should promptly investigate cases of embezzlements/frauds.

The departments should ensure adherence to the provisions of GFR,
Procurement Rules and other Government Instructions.

Departments need to deposit the public money received by them in the
Provincial Consolidated Fund and Public Account instead of depositing
into unauthorized accounts in commercial banks.

Instances of making payments by the departments or their autonomous
bodies/authorities to employees in contravention of rules and in disregard
of the employees’ entitlement need to be checked by effecting recoveries
where due and taking disciplinary action against the officials involved in
overpayments.
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SUMMARY TABLES & CHARTS

Table 1 Audit Work Statistics

. Budget
S.No Description No. (Rs. in billion)
1 fFoFal .en.tltles in Audit 30 401.33
jurisdiction
) fFoFal ‘for‘matlons in audit 1352 401.33
jurisdiction
3 Total entities audited 12 183.20
4 Total formations audited 111 134.05
5 Audit and inspection reports 111 134.05
6 Special audit reports 0 0
7 Performance audit reports 0 0
8 Other reports 0 0

Table 2 Audit observations classified by category

S.No Description Amount (Rs. in millions)
1 Unsound asset management 367.221
2 Weak financial management 3,290.793
3 Weak internal controls relating to financial 24,127,344
management
4 Others 8,460.135
Total 36,245.393
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Table 3 Outcome statistics

Expenditure

.. Total
on acquiring
S# Description physical | Civil work| Receipts Others current Totz;;ast
assets ®Rs year y
. in million)
(procurement)
1 |Outlays audited 20,404.35| 72,173.00 - 308,752.65| 401,330.00| 244,520.65
Amount placed
o [under audit 1,693.68| 1,412.80 | 4826 | 33,090.653| 36,245.393| 226,011.62
observation/
irregularities of audit
Recoveries pointed
3 |out at the instance of 32.20 67.91 - 4,116.543 4,216.653 4,648.70
Audit
Recoveries accepted/
4 |established at the 32.20 67.91 - 4,116.543 4,216.653 3,947.80
instance of Audit
Recoveries realized
5 |at the instance of - - - 359.85 359.85 115.10

audit




Table 4 Table of Irregularities pointed out

Amount placed under audit

S.No Description observation
(Rs. in million)

Violation of rules and regulations and violation of

1 principle of propriety and probity in the public 7,007.092
operations.

) Rt?ported cases. of fraud, embezzlement, thefts and 1.300.463
misuse of public resources.
Accounting errors (Accounting policy departure
from NAM*, misclassification, over or

3 understatement of account balances) that are 0
significant but are not material enough to result in
the qualification of audit opinions on the financial
statements

4 Weaknesses of internal control systems. 20,284.92
Recoveries and overpayments, representing cases of

5 established overpayment or misappropriation of 4,216.653
public money.

6 Non-production of record 920.350

7 Others, including cases of accidents, negligence etc. 2,515.915

Total 36,245.393

* The accounting policies and procedures prescribed by the Auditor General

of Pakistan which are IPSAS (cash) compliant.




Chapter - 1

Public Financial Management Issues pertaining to Appropriation
Accounts and Finance Accounts compiled by the Accountant
General and Finance Department Government of Khyber
Pakhtunkhwa.

1 Audit Paras

1.1.1 Un-reconciled expenditure of Rs. 1,396.177 million

Para-89(4)(viii) of the GFR Vol-I, states that the head of the
department and the Accountant General will be jointly responsible for the
reconciliation of the figures given in the accounts maintained by head of the
department with those that appear in the Accountant General books. Unless in
any case there are special ruls or orders to the contrary, such as those contained
in paragraph 90, the reconciliation should be made monthly, the initial
responsible resting with the Accountant General.

During review of the Appropriation Accounts of the Government of
Khyber Pakhtunkhwa for the financial year 2015-16, it was noticed that
expenditure to the tune of Rs.1,396,170,000 was incurred by different DDOs
under different grants without reconciling the figures with the Accountant
General office. The detail of unreconciled expenditure is given below.

(Rs.)
S.No. | Grant No. | Cost Centre Expenditure

1 02 CL-4024 2,039,691
2 02 DA-4012 1,936,500
3 02 PR-4016 23,149,223
4 03 NC-21011204 902,036,107
5 10 PR-4987 27,840,189
6 14 PR-5225 150,185,154
7 15 PR-5477 14,533,226
8 47 PR-5711 274,457,028

Total | 1,396,177,118

The lapse occured due to weak internal controls and non-observance of
rules.

The matter was reported to the Accountant General of Khyber
Pakhtunkhwa in September 2016. It was replied that the Department concerned
will explain their position.



The issue was discussed in the Departmental Accounts Committee
meeting held in November 2016. The management replied that the above
mentioned figure is minute as compared to the total expenditure and the
concerned DDOs will be directed to reconcile the expenditure. No further
progress was reported till finalization of this report.

Audit recommends that the response of the quarter concerned be
obtained.

1.1.2 Excess expenditure over the final grant - Rs. 168.180 million

Para 88 of GFR Vol-I states that the authority administering a grant is
ultimately responsible for watching the progress of expenditure on public
service under its control and for keeping the expenditure within the grant.
Para 12 of GFR Vol-I states that a controlling officer must see that the total
expenditure is kept within the limits of the authorized appropriation. He must
be in a position to assume before the Government and Public Accounts
Committee to explain or justify any instance of excess.

During review of the appropriation Accounts of the Government of
Khyber Pakhtunkhwa for the financial year 2015-16, it was noticed that under
various heads of accounts of different grants an expenditure amounting to
Rs. 168,180,000 was incurred over and above the final grants.

Audit is of the view that excess expenditure over the final grant needs
some budgetary checks in the system in order to restrict the payments to the
limit of final grant.

The matter was reported to the Accountant General of Khyber
Pakhtunkhwa in September 2016. It was replied that the Department concerned
will explain before the PAC.

In the DAC meeting held in November 2016, the management replied
that the excess was incurred by the concerned departments which can be
pointed out in regularity audit and explained in the PAC by the concerned
departments.

Audit recommends that response of the quarter concerned be obtained.



1.1.3 Expenditure without final grant - Rs. 27.300 million

Para 88 of GFR Vol-I states that the authority administering a grant is
ultimately responsible for watching the progress of expenditure on public
service under its control and for keeping the expenditure within the grant.
Para 12 of GFR Vol-I states that a controlling officer must see that the total
expenditure is kept within the limits of the authorized appropriation. He must
be in a position to assume before the Government and Public Accounts
Committee to explain or justify any instance of excess.

During review of various Grants of the Appropriation Accounts of the
Government of Khyber Pakhtunkhwa for the financial year 2015-16, it was
noticed that under various heads of accounts of different grants, the
departmental authorities incurred expenditure against zero/nil final grant,
which resulted into excess expenditure of Rs.27,300,000.

Audit holds that all these payments were made in the SAP system
based budgeting and accounting process, therefore claims of the payments
without budget were not required to have been allowed.

The matter was reported to the Accountant General of Khyber
Pakhtunkhwa in September 2016. It was replied that the Department concerned
will explain before the PAC.

In the DAC meeting held in November 2016, the management replied
that the expenditure against the nil/zero budget was incurred by the
departments concerned, which can be pointed out in regularity audit and will
be explained in the PAC by the departments concerned.

Audit recommends to reconcile the figures.



Chapter - 2
Agriculture Department
2.1 Introduction

As per Rules of Business 1985 (amended to-date), the department has
been assigned the business of:

X/
L4

Agricultural Education and Research including Agricultural
University.

Experimental and demonstration farms.

Improvement of Agricultural methods.

Protection against insects and pests and prevention of plant diseases.
Government gardens, including Botanical and Zoological gardens.
Agricultural Engineering, mechanized cultivation and soil
conservation.

Improvement of varieties, its nutritional requirements and maintenance
of soil fertility in research wings.

Improvement of Livestock.

Prevention of animal diseases.

Veterinary Training and Research.

Prevention of cruelty to animals.

Zoological Survey.

X/
L4

X3

*¢

X/
o

X3

*¢

X/
o

X/
o

X/
o

X3

*¢

X/
o

X3
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2.2 Comments on budget and accounts (variance analysis)
Summary of the Appropriation Accounts:

A summary of grants/appropriations and actual expenditure in FY
2015-16is given below:

Non-Development

(Rs.)
Grant #and Grant Original |Supplementary Final Total Actual Excess/
Name of Type Grant Grant Grant Expenditure (Savings)
Department yp P g
18-Agriculture  [NC21 | 2,348,546,000 70| 234,8546,070| 1,458,469,192| -890,076,878
Total 2,348,546,000 70| 234,8546,070| 1,458,469,192| -890,076,878




Development

(Rs.)
Grant # 49 (Prov)
NC12 & 22 Grant Original Supplementary Final Total Actual Excess/
and Name of Type Grant Grant Grant Expenditure (Savings)
Department

NC22 1,291,387,000 0] 1,634,662,000 1,637,586,621|  +2,924,621
Agriculture NC12 295,613,000 0 187,321,000 182,762,754 -4,558,246
Total 1,587,000,000 0] 1,821,983,000 1,820,349,375 -1633625

Overview of expenditure against the final grant

(Rs. in million)

Grant Type Final Grant Actual Expenditure Excess/(Savings) Variance %
Non-Development 2348.546 1458.469 -890.077 -37.899
Development 1821.983 1820.349 -1.634 -0.089

Total 4170.529 3278.818 -891.711 -21.381
5,000 -
4,000 -
3,000 -
2,000 | OCurrent
1,000 | O Development
0 B Total
-1,000 U I
Final Grant  Actual Excess Variance %

Expenditure /(Savings)

Anticipated savings were not surrendered and lapsed

Para 95 of GFR Vol-I states that all anticipated saving should be
surrendered immediately but not later than 30th June of each year in any case.
The rule operates to enable government to be informed of expected savings in
time to allow it to divert funding to where ever needed and to remain abreast of
changes in circumstances that necessitate the change in pattern of expenditure
and address the situation. In contravention, the Agriculture Department
administering the above grant did not surrender anticipated savings of
Rs.891.711 million thus preventing the government from utilizing the funds
elsewhere and the considerable amount lapsed. The position of savings as well
as percentage variance is shown in the following graphs.
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8,000

7,000 -
6,000 -
5,000 - W Variance %
4,000 - O Excess/(Savings)
;:ggg : O Actual Expenditure
1,000 - M@ Final Grant
0
-1,000 - C t Development |
-2,000
2.3  Brief comments on the status of compliance with PAC directives:-
g | Audit | Nameof | TowdlNe-ofl gy Partial Nil
Year Department points compliance | compliance | compliance
1. | 2001-02 Agriculture 20 20 - -
2. | 2002-03 -do- 10 - 06 04
3. | 2003-04 -do- 06 - 05 01
4. | 2004-05 -do- 09 - 02 07
5. | 2005-06 -do- 02 - - 02
6. | 2007-08 -do- 06 - 03 03
7. | 2008-09 -do- 06 - 04 02
8. | 2009-10 -do- 13 - 03 10
9. | 2010-11 -do- 33 - 17 16
10. | 2011-12 -do- 07 - 06 01
11. | 2012-13 -do- 04 - 02 02




24 Audit Paras

2.4.1 Non-production of record of the project expenditure — Rs.51.130
million

According to Section 14 of the Auditor General’s Ordinance 2001, no
information nor any book or other documents, to which the Auditor General
has a statutory right of access, may be withheld from the Audit. Any person or
authority hindering the auditorial functions shall be subject to disciplinary
action under relevant Efficiency and Discipline Rules applicable to such
person.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that funds to the extent of
Rs.51,140,000 were released to District Director Agriculture (Extension)
Peshawar, for the ADP Scheme “Development Activities in Militancy Hit Area
of Koh-e-Daman”. The entire allocated budget was utilized on the purchase of
Store and Machinery. The Director was requested time and again for provision
of record of all Schemes/Projects, but no auditable record, except PC-1, was
provided. Non-production of record of the expenditure of Rs.51,130,000 is a
serious lapse on the part of management.

The lapse occurred due to weak internal controls.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department, through DO letters, for holding of the
DAC meeting, however neither DAC meeting was convened nor any progress
intimated till finalization of this report.

Audit recommends that responsibility be fixed for non-production of
record against the person(s) at fault under intimation to audit and record be
produced to audit.

AP 343 (2015-16)

2.4.2 Misappropriation on account of wheat seed/loading un-loading -
Rs.292.813 million

According to para 148 of GFR Vol-I, all materials received should be

examined, counted, measured or weighed as the case may be, when delivery is
taken and they should be taken in charge by a responsible officer who should
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see that the quantities are correct, their quality good and record a certificate to
that effect and record them in the appropriate stock register. Para 23 of the
GFR Vol-1, requires that every Government Officer should realize fully and
clearly that he will be held personally responsible for any loss sustained by
Government through fraud or negligence on his part or on the part of his
subordinate staff.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that, order for the
transportation of wheat seed of 340,000 bags was issued, but on verification of
record it was noticed that payment was made for the transportation of 452,638
bags, including loading & unloading charges. On further scrutiny, it was
observed that 374,330 bags were distributed and the balance 78308 bags were
missing and not shown to audit, thus misappropriated. This resulted into loss of
Rs.292,813,189, including the price of the bags for Rs.178,933,780 @
Rs.2,285 each, and its loading and unloading charges for Rs.113,879,409.

The public exchequer sustained loss due to weak internal controls.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends to conduct inquiry, fix responsibility and recover
the amount from person(s) at fault.
AP 158 (2015-16)

2.4.3 Misappropriation on account of registration and share fee -
Rs.220.140 million

As per approved criteria each applicant was to deposit Rs.100 for
registration and Rs.500 as share fee. Para 23 of GFR Vol-I, requires that every
government officer should realize fully and clearly that he will be held
personally responsible for any loss sustained by government through fraud or
negligence on his part or on the part of his subordinates.

During the financial year 2015-16, in the office of Director General

Agriculture (Extension) Peshawar, it was noticed that, 374,330 bags were
received under “Insaf Food Security Program” wherein 11,700 bags were
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allocated to District Director Bannu, and the balance 363130 bags were issued
to other districts of the province. In District Bannu, the approved criteria was
followed and the amount realized of Rs.600 on account of registration and
share fee per applicant was deposited into Model Farm Services Center
account, however, in other districts the fee realized, Rs.220,140,000 (363,130
x Rs.600) has not been deposited into the relevant account and hence
misappropriated by the concerned.

The lapse occurred due to weak internal controls, which resulted into
misappropriation of Rs.220,140,000.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends that the amount be recovered and deposited into
public treasury and also conduct fact finding inquiry.

APs 153, 159, 200, 225, 230, 263, 301 & 340 (2015-16)
2.4.4 Misappropriation on account of food insecticides - Rs 5.849 million

According to para 148 of GFR Vol-I, all materials received should be
examined, counted, measured or weighed as the case may be, when delivery is
taken and they should be taken in charge by a responsible officer who should
see that the quantities are correct, their quality good and record a certificate to
that effect and record them in the appropriate stock register. Para 23 of GFR
Vol-I, requires that every government officer should realize fully and clearly
that he will be held personally responsible for any loss sustained by
government through fraud or negligence on his part or on the part of his
subordinates.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that, an expenditure of
Rs.5,848,587 was incurred under “Food Security Program” on the purchase of
insecticides for its Sub Offices in the province. The supplier/contractor was
required to complete supply as per district wise approved plan to respective
Districts, along with delivery challans and obtain acknowledgement from the
Assistant Director concerned, but, stock entries were recorded on the invoices
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without delivery challans. The storekeeper was asked to provide delivery
challans, in response blank delivery challans, duly signed by the Supplier and
storekeeper were provided.

On visit to Chitral, Mr. Aziz Ullah, Incharge Store Keeper of the
District, provided a written statement that nothing was received on this account
from the Headquarter.

The lapse occurred due to financial indiscipline and weak internal
controls, which resulted into misappropriation of food insecticides of
Rs.5,848,587.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends that inquiry be conducted, fix responsibility and
recovery be made.

AP 161 (2015-16)

2.4.5 Loss to Government due to payment at higher rates for execution
of construction work -Rs. 1,320.527 million

According to para-VI on page 18 of the PC- 1 “Lining / Improvement
of Watercourses in Khyber Pakhtunkhwa” District Rate Assessment
Committee comprising of Representative of DG On Farm Water Management
(OFWM) Office as Chairman, Concerned DD/ DO OFWM, as Member, One
Chairman Water User Association (WUA) as Member and Concerned DD/
WMO OFWM as Member will assess the Water Course construction
material rates and fix the maximum ceiling on six month or annual
basis in accordance with the specifications prescribed in the Field Manuals
of Khyber Pakhtunkhwa OFWM.

During the financial year 2014-15, in various offices of Agriculture
Department, On Farm Water Management, it was noticed that, construction
of Water Courses worth Rs. 1,320,527,132 was executed on the higher rates,
rather than assessing the Water Course construction material rates,
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without fixing ceiling on six month/annual basis in accordance with the
specifications prescribed in the OFWM Field Manuals. Detail as under: -

S.No. Name of office Amount Paid (Rs)
1 District Officer OFWM, Peshawar 59,309,118
2 DG OFWM, Peshawar 1,087,239,986
3 District Officer OFWM, Dir Lower 38,626,116
4 District Officer OFWM, Tank 23,338,482
5 District Officer OFWM, D.I.Khan 112,013,430
Total 1,320,527,132

The rates analysis was not approved by the competent forum but the
bills were entertained at higher rates.

The public exchequer sustained loss due to weak internal controls and
financial indiscipline.

In the DAC meeting held in December 2016, the department replied
that cost estimates of all OFWM schemes are based on local market rates,
assessed by the designated committee, wherein there is a representative of
farmers. According to PC-I of the project, rate assessment committee carries
out the exercise twice a year subject to a significant change in the material
rates. As there was no considerable change in the material rates, hence, the
rates were kept same during the whole year. The departmental reply was not
satisfactory, as no rate analysis, duly signed & approved by DRAC, was
carried out either annually or biannually. DAC directed that rate analysis
committee be constituted, so that comparison of the market rates and those
applied by the department in the purchase of materials be properly
ascertained. However, no progress was intimated till finalization of this
report.

Audit recommends that the rates applied be analyzed, and the DAC
directives be implemented in letter and spirit.

APs 155, 160, 187, 201, & 211 (2014-15)

2.4.6 Loss due to non-deduction of sales tax from suppliers — Rs.32.254
million

According to Regional Tax Office Peshawar No.RTO/WHU-I)23 dated
23.07.2014 Sales Tax on supply be deducted @ 17% from contractors/
suppliers.
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During the financial year 2014-15, in various offices of Agriculture
Department, OFWM, it was noticed that Rs.189,731,489 was paid to
suppliers/manufacturers for construction of various schemes of water courses,
its lining and improvement, however, sales tax of Rs.32,254,353 @ 17% was
not deducted from their bills and the amount was thus overpaid. Detail is as
below:

(Rs)
S# Name of office Amount paid Amount of
Sales tax
1 District Officer OFWM, Lakki 45,770,000 7,780,900
Marwat
2 District Officer OFWM, Peshawar 69,354,269 11,790,226
3 District Officer OFWM, Mardan 74,607,220 12,683,227
Total 189,731,489 32,254,353

The public exchequer sustained loss due to weak internal controls and
financial indiscipline.

In the DAC meeting held in December 2016, the department replied
that 1/5™ of 17% sales tax was deducted from all the payments to WUAs, and
the record is available, which can be verified any time. However, no evidence
regarding deduction of sales tax, either 17% or 1/5™ was produced. The DAC
directed for production of record for verification, but no record was produced
for verification till finalization of this report.

Audit recommends to conduct inquiry, fix responsibility against the
person(s) at fault besides recovery of the loss.

APs 193, 178 & 154 (2014-15)
2.4.7 Loss due to non deduction of Income Tax - Rs.29.493 million

According to Regional Tax office Peshawar No.RTO/(WHU-I)/23
dated 24.7.2014 Income Tax on supply be deducted @ 4.5% from suppliers.

During the financial the year 2014-15, in various offices of Agriculture
Department, On Farm Water Management, it was noticed that an amount of
Rs.444,251,483 was paid to the Chairmen of Water User Associations. The
amount was spent by the respective Chairmen on the purchase of various
items, however, income tax of Rs. 29,493,000 @ 4.5% was not deducted from
the bills of suppliers. The detail is given below:
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(Rs)

Amount of
S.No. Name of office Amount Paid Income
Tax

1 District Officer OFWM, Abbottabad 13,648,3000 614,000

2 District Officer OFWM, LakkiMarwat 58,915,881 2,651,000

3 District Officer OFWM, Mardan 74,852,442 | 25,359,000

4 District Officer OFWM, Tank 31,279,560 156,000

5 District Officer OFWM, D.I.Khan 142,720,600 713,000
Total 444,251,483 | 29,493,000

The public exchequer sustained loss due to weak internal controls and
violation of rules.

In the DAC meeting held in December 2016, the department replied
that income tax was deducted from the bills according to rules.

The Departmental reply was not based on facts, as income tax @ 4.5%
was not deducted from the suppliers’ bills at the time of payment by the
Chairmen. The DAC directed for production of original challans for
verification, however, no record was produced for verification of recovery of
income tax till finalization of this report.

Audit recommends recovery of income tax.
APs 214, 206, 196, 181 & 173 (2014-15)

2.4.8 Loss on the construction/installation of sub-standard high roof
tunnels in KP - Rs.15.334 million

According to chapter II (1) of KPPRA Rules, the procuring entity shall

use open competitive bidding for the procurement of goods over the value of
Rs. 100,000.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that 68 Nos. High Roof
Tunnels were approved at a total cost of Rs.15,334,000 in PC-I of the Project
“Sustainable Agriculture Development for Food Security through Integrated
Approach in Khyber Pakhtunkhwa”. The work was awarded to M/S Spinkai
Builders Mardan vide supply order No.DGA/E/2390 dated 04.11.2015. The
supplier was required to complete the work upto 25™ June 2016.
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The following irregularities were noticed:

1. The work was carried out through quotations instead of wide publicity;
the Government was deprived of economical rates.

2. Work order was issued before signing of the contract.

3. A complaint was lodged by Mr. Rooh Ullah of Maryamzai, that the
tunnels installed in his fields were substandard and low cost. An
inquiry was conducted into the matter, and it was found that the items
installed in the foundation were not according to specification and were
not uniform from top to bottom/depth, and needed proper rectification.

4. No proper inspection was carried out by DDA to certify the

construction/installation of High Roof Tunnels, as per approved

specifications.

Payment was made before the submission of inquiry report.

6. The completion certificates were not provided to audit.

hd

Same was the case in Mardan, D.I. Khan, Haripur and Chitral.

The contractor was to pay penalty, @ 10% of the contract value, for
failure to supply the implements/ equipments to the requisite quantity, quality
and specifications within the specified time, and to provide warranty certificate
for the structure as 10 years, authorization certificate from the manufacturer/
importer, and indemnity bond. But, no penalty was imposed, and no security
was obtained.

The lapse occurred due to weak internal controls, which resulted into
sub-standard work and loss.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department, through DO letters, for holding of the
DAC meeting, however neither DAC meeting was convened nor any progress
intimated till finalization of this report.

Audit recommends that fact finding inquiry be conducted,

responsibility be fixed and the loss be made good.
AP 151 (2015-16)
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2.4.9 Loss due to mismanagement of farms - Rs 11.719 million

According to para 23 of GFR Vol-I, every government officer should
realize fully and clearly that he will be held personally responsible for any loss
sustained by government through fraud or negligence on his part or on the part
of his subordinate.

During the financial year 2015-16, in the office of Directorate General
(Extension) Livestock & Dairy Development Department Khyber
Pakhtunkhwa, it was noticed that a sum of Rs.11,287,820 was shown spent on
poultry feed and purchase of chicks in Government Poultry Farm Peshawar as
per detail below:

S.NO Description Amount(Rs)
01 Poultry Feeds 15,040,996
02 Purchase of chicks 1,298,500
TOTAL: 16,339,496

It was further noticed that in the office of Buffalo Breeding & Dairy
Farm D.I.Khan, 60 to 90 buffalo per month remained on stock and a sum of
Rs.4,869,525 was shown spent on medicines/drugs/Fodder of these animals.
The details of expenditure incurred are given below:-

S.NO Item Amount (Rs.)
01 Purchase of medicines 499,955
02 Other store (fodder) 4,369,570
TOTAL: 4,869,525

Audit is of the view that, against the total expenditure of Rs.21,209,021
the amount of income realized was Rs.9,489,130, hence Government sustained
loss of Rs.11,719,891. The farm business was not properly managed.

Loss occurred due to financial discipline and weak of internal controls.

When pointed out in December 2016, the management stated that
detailed reply would be furnished later on.

Audit requested the department, through DO letters, for holding of the
DAC meeting, however DAC meeting was not convened till finalization of this
report.

Audit recommends for investigation of the matter and appropriate

action.
APs 391,392 & 405 (2015-16)
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2.4.10 Unauthorized expenditure on transportation of wheat seed -
Rs.9.238 million

According to work order issued to carriage Contractor, vide No.
19516/DGAJE, dated 12/10/2015, the contractor was directed to supply wheat
Seed from Punjab Seed Corporation store Khaniwal and Sahiwal. Para 23 of
the General Financial Rules Volume I requires that every Government Officer
should realize fully and clearly that he will be held personally responsible for
any loss sustained by Government through fraud or negligence on his part or
on the part of his subordinate staff.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that, work order for the
transportation of wheat seed of 340,000 bags, under “Insaf Food Security
Program” was issued to contractor, from Punjab Seed Corporation Store
Khaniwal and Sahiwal, however, in addition to the approved quantity, 42944
bags were shown transported from Rahim Yaar Khan, the purchase/
procurement of which was not approved. Thus an expenditure of Rs.9,238,000
incurred on transportation of wheat from Rahim Yar Khan was unauthorized as
transportation was not provided in the work order.

The lapse occurred due to weak internal controls, which resulted into
unauthorized.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department, through DO letters, for holding of the
DAC meeting, however neither DAC meeting was convened nor any progress
intimated till finalization of this report.

Audit recommends recovery of the carriage charges as well cost of the
excessive unauthorized procurement from the person(s) at fault.

AP 156 (2015-16)

2.4.11 Loss due to showing less yield of milk — Rs 7.963 million
According to the review carried out by the department of Livestock
Management University of Agriculture Faisalabad, milk yield of Nelli Ravi is

1200 to 2500 liters per buffalo during lactation period i.e. average milk
production is 7.5 liter per day per buffalo.
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During the financial year 2015-16, in the office of Buffalo Breeding &
Dairy Farm D.I.Khan, it was noticed that there are 45 milking buffalo namely
(Nelli Ravi New) on the strength of farm. The record shows that these buffalos
have produced 31,363 liters milk i.e. 2.343 liter per day per buffalo. However
out of which 21,085 liters milk was shown fed to the calves which is 67.22%
of the total production, whereas 10,278 liters milk was sold which is 32.77% of
the total production. However, according to the established standards, 7.5 liters
milk is required per buffalo, per day and thus 102,937 liters milk is required to
be produced.

It was further noticed that there are 24 milk Shaker Buffalos (Nelli
Ravi-old) in other farm and these buffalos have produced 12,839.50 liters milk,
which comes to 1.53 liter per day per buffalo. Out of overall production,
6,593.50 liters milk was shown fed to calves, which is 51.38% of the total
production, whereas 6,237 liters were sold which is 48.61% of the production.
According to the standard production of milk, the farm was required to yield
54,900 liters. Thus by showing less yield, the Government was put into a loss
of Rs.2,523,000.

Similarly, there are 07 milk shaker Buffalo (old Kundi) on the stock of
the local farm. According to the study of Agriculture Live Stock (Faisalabad),
average production of one (Kundi) buffalo is 6.5 liter per day. Accordingly,
14625 liters milk was required to be produced whereas the record shows that
only 2,678.50 liters milk was produced, which comes to 1.14 liter per buffalo
per day, which is not justified. On further verification it was pointed out that
of total production,1398.50 liters milk was feed to calves which is 52.21% of
the production whereas 1280 liter milk was sold i.e. 47.78% of the production.
Hence, 11,199 liters milk was either less produced and thus an amount of
Rs.671,000 have been misappropriated.

It was further noticed that local office has received 15 Nos milking
buffalo (kundi) in February 2016. During these five month, the local farm
shown produced 8495 liters milk, which means that 3.772 liter per buffalo per
day yield. On further verification it revealed that out of total production 5963
liter milk was shown feeded to calves which is 70.19% of the total production,
whereas 2532 liter milk was sold which is 29.80% of the total production.
While as per standard, the average yield of Kundi Buffalo is 6.5 liter per
buffalo per day.

Audit is of the view that by showing less yield, the Government was
put into a loss of Rs.7,488,000.
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Loss occurred due to mismanagement and weak internal controls.

When pointed out in December 2016, the management stated that
detailed reply would be furnished later on.

Audit requested the department, through DO letters, for holding of the
DAC meeting, however DAC meeting was not convened till finalization of this
report.

Audit recommends to investigate the matter, fix responsibility and take
appropriate action against the person(s) at fault.

APs 401 & 402 (2015-16)

2.4.12 Loss due to ill planning and irregular/un-authorized payment -
Rs.3.017 million

According to para 145 of GFR Vol-I, purchases must be made in the
most economical manner in accordance with the definite requirements of the
public services. Care should be taken not to purchase store much in advance of
actual requirements.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed under “Insaf Food Security
Programme”, that seed bags were transported to the distribution points in
excess of the actual need. The seed bags lifted in excess of the need were again
shifted from different points to ADF stores and an amount of Rs.3,017,737 was
paid to the contractor as carriage charges. Thus, public exchequer was
overburdened. Moreover, it was directed by the Director Seed to ensure the
actual distance claimed in the bill, however, payment was made without such
verification. There was no planning on the part of management; hence, no due
diligence was exercised.

The loss occurred due to weak internal controls, non-observance of
government rules/regulations and financial indiscipline.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department repeatedly, through DO letters, for

holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.
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Audit recommends that responsibility be fixed and the loss be made
good.
AP 182 (2015-16)

2.4.13 Loss due to misappropriation on account of purchase of 3 tractors
and transportation charges — Rs.2.250 million

According to para 148 of GFR Vol-I, all materials received should be
examined, counted, measured or weighed as the case may be, when delivery is
taken and they should be taken in charge by a responsible officer who should
see that the quantities are correct, their quality good and record a certificate to
that effect and record them in the appropriate stock register. Para 23 of GFR
requires that every government officer should realize fully and clearly that he
will be held personally responsible for any loss sustained by government
through fraud or negligence on his part or on the part of his subordinates.

During the financial year 2009-10, in the office of District Officer
Agriculture Extension D.I.Khan, it was noticed that Rs.2,250,000 was drawn
vide cheque N0.00429569 on 29.06.2010 for the purchase of 3 tractors, NH
fiat 640-S, for the seed farms. The amount was forwarded to DG Agriculture
(Ext) vide letter No0.3796/DOA(Agri) and bank draft No.181288 dated
14.07.2010, for payment of tractors. The Director General Agriculture
Department issued letter No.8352/DGA(E) alongwith demand draft dated
14.07.2010 in the name of M/S Sadat Bro authorized dealer of Al-Ghazi
Tractor Ltd. and asked for the delivery of 3 tractors at the farm, but M/S Sadat
Bro denied the receipt of payment. The tractors were neither received, nor
taken on stock register and hence not issued to the Farm Manager till the date
of audit.

Audit holds that the tractors were not received by the Farms Managers
and hence the amount misappropriated.

The loss occurred due to weak internal controls.

When pointed out in November 2010, the management furnished no
reply.
In the DAC meeting held in January 2011, the department replied that

three tractors were received from dealers after audit and issued to seed farms,
and payment to dealer was made vide draft No.181288 on 14.07.2010. The
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DAC did not agree and directed for departmental inquiry. However, the inquiry
was not conducted till finalization of this report.

Audit recommends that DAC decision be implemented.

AP 144 (2009-10)

2.4.14 Loss due to illegal excavation of soil of agriculture land worth
millions of rupees

According to clause 4 of the NIT dated January 28, 2015, it was given
that block-A be excavated upto 3 feet while in block-B it should be 4 feet.
Whereby it was clearly mentioned that if the contractor violated the agreed
upon agreement regarding excavation of the land, the department shall be
legally authorized to penalize the contractor and also the violation done in
excavation may be corrected at the cost of the contractor.

During the financial year 2015-16, in the office of Director Agriculture
Research Institute, D.I. Khan, it was noticed that contract for excavation of
land was award to the contractor. For this purpose the land was divided into
block A, measuring 36 kanal and 2 marla, which was required to be excavated
upto 3 feet, whereas block B, measuring 69 kanal and 5 marla to be excavated
upto 4 feet, so as to bring it to watering level, suitable for sowing as per NIT.

However, the land was excavated 6 feet illegally, due to which it
became misfit for agriculture purpose and became barren. The Government
was thus deprived of income generation from this land. It is a recurring loss.

The loss occurred due to weak internal controls.

When pointed out in November 2016, the department stated that
detailed reply would be furnished after examination of relevant record.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends to conduct inquiry into the matter, fix responsibility
against the person(s) at fault, and the loss sustained by the Government be
made good.

AP 113 (2015-16)
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2.4.15 Non-recovery on account of sale of wheat — Rs.19.348 million

According to Para 26 of GFR, it is the duty of the Controlling Officer
to see that all sums due to government are regularly and promptly assessed,
realized and duly credited in Public Account.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that, Rs.147,296,740 were
realized from the sale of wheat seed by various districts. Out of the total
amount, Rs.127,949,140 were deposited in the ADF account and the balance
amount of Rs.19,347,600 was outstanding against various District Directorates.

The non-recovery was due to non-observance of financial rules/
regulations and weak of internal controls.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends that the matter may be investigated, responsibility

fixed and the amount be recovered.
AP 175 (2015-16)

2.4.16 Non-recovery of sale proceeds of maize - Rs.7.790 million

According to para 26 of GFR Vol-1, it is the duty of the department to
see that all sum due to Government are regularly and promptly assessed and
duly credited in the public accounts and no amount should be left outstanding
and the amount need to be compared with the statement of treasury.

During the financial year 2014-15, in the office of Director Cereal
Crops Research Institute Pirsabak Nowshera, it was observed that an amount
of Rs.9.79 million was outstanding against various dealers on account of sale
proceeds of maize hybrid seed Baber which was not recovered. Detail as
below:
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Total Qty Q’trolt?i:i d Qty Rate Amount
S.No. | Name of Firm | Sold in Y outstanding | Rs. Per | outstanding
Kgs for in in Kgs Kg (Rs)
Kgs
1 oS Wagar & 167100 | 7500 59,690 160 9,550,400
Fazal Hussain
2 Wadpaga Pesh 500 - 500 -do- 80,000
District
3 Director 1,000 - 1,000 -do- 160,000
Shangla
Total 9,790,400

The amount was outstanding due to financial discipline, and weak
internal controls.

In the DAC meeting held in August 2016, the department replied that
the whole quantity was not sold by the dealers, and that some was returned.
Out of the sold quantity, an amount of Rs.1,086,600 received, while the
remaining amount for the sold quantity will soon be recovered. DAC directed
that recovery be made till December, 2016, and details be provided to Audit,
however, no documentary evidence regarding recovery was provided till
finalization of this report.

Audit recommends that the outstanding amount be recovered and

deposited into public treasury.
AP 105 (2014-15)

2.4.17 Non-recovery of 1% stamp duty on the purchase & supply of
Parabolic Irrigation segments - Rs.2.780 million

According to Para 22(A) (b) of Finance Act 2007 1% stamp duty for
procurement of store and materials be charged.

During the financial year 2014-15, in various offices of Agriculture
Department, On Farm Water Management, it was noticed that an amount of
Rs.278,133,569 was incurred on the purchase of various items used in the
construction / lining and improvement of water courses in agricultural land
under respective irrigation command areas, but, 1% stamp duty amounting
to Rs.2,780,000 was not recovered as required. Detail is as under:-
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(Rs)

S.No. Name of office Amo.unt Amount of Stamp
Paid Duty
1 |District Officer OFWM, Abbottabad. | 13,648,300 136,000
2 |[District Officer OFWM, Lakki| 58,915,881 589,000
Marwat.

3 [District Officer OFWM, Peshawar. 62,058,828 621,000
4 |District Officer OFWM, Tank 31,279,560 312,000
4 |District Officer OFWM, D.I.Khan. 112,231,000 1,122,000

Total 278,133,569 2,780,000

The non-recovery was due to non-observance of financial rules/
regulations and weak of internal controls.

When pointed out in June 2016, it was replied that all schemes were
carried out through WUAs, and not by contractors, therefore, no stamp duty is
required on this procurement.

Reply of the department is not tenable as materials for the schemes of
watercourses and storage tanks were supplied by contractors, therefore,
deduction of 1% stamp duty was mandatory.

In the DAC meeting held in December 2016, department replied that, the
schemes were executed on participatory approach, procurement was made by
the farmers themselves, on no profit no loss, and not by the contractor. Hence,
1% stamp duty does not apply for such transaction. DAC disagreed and directed
that recovery to be made, as there is no exemption. However, recovery was not
made till finalization of this report.

Audit recommends that recovery to be made.

APs 172, 182, 158, 203 & 212 (2014-15)

2.4.18 Unauthorized/unauthentic distribution of wheat seed - Rs.295.091
million

According to PC-I the distribution of wheat will be made to applicants
already registered with MFSC, who have paid registration fee and who are in
possession of agricultural land 1 to 3 kanals of land and forms signed by
village/union council, khasra No. etc. duly verified by Revenue Authorities.
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During the financial year 2015-16, in various offices of District
Directors, under the Director General Agriculture Extension, it was noticed
that, wheat seed was distributed under “Insaf Food Security Program”
throughout the province. The verification of record revealed that wheat bags
were distributed among un-registered farmers, in violation of the approved
criteria of the PC-1. The application forms were not signed by the village/union
council or other authorized person, Khasra No., and location of the Revenue
Patwari was also not mentioned, so as to make sure that the recipient was a
genuine and eligible applicant. Moreover, the collection point, address of the
recipient and date of receipt was not mentioned on the registration card. The
Detail is given below:

Name of the Number of | Price Per

S-No. District/Division Bags Bag Amount (Rs.)
1 Abbottabad 9,100 2285 20,793,500
2 Battagram 8,000 -do- 18,280,000
3 D.I. Khan 60,000 -do- 137,100,000
4 Haripur 15,000 -do- 34,275,000
5 Tor Ghar 3,400 -do- 7,769,000
6 Mardan 25,000 -do- 57,125,000
7 Kohistan 4,600 -do- 10,511,000

Total 125,100 285,853,500

The approved criterion was not followed, the eligibility and genuineness
of the applicants were not authenticated, and wheat seed was distributed
among unregistered and unverified applicants. Hence, public exchequer
sustained huge loss of Rs.285,853,500.

It was further noticed that, as per written statement given by Incharge
Field Assistant of Daraban distribution point, wherein he stated that 9700 Bags
were provided under Insaf Food Security Program for distribution amongst
eligible farmers, whereas 5820 Bags were distributed by the field staff and the
remaining 3880 bags were stated to have been distributed by the District
Director Agriculture (Extension) himself without application forms or
verification by Revenue Patwari/Staff. This act was against the procedure,
rules and regulations. Thus the distribution of 3880 bags costing Rs.9,238,280
(3880 x 2381) was unauthorized.

The loss occurred due to weak internal controls and financial
indiscipline.
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When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department, through DO letters, for holding of the
DAC meeting, however neither DAC meeting was convened nor any progress
intimated till finalization of this report.

Audit recommends to conduct inquiry, responsibility be fixed for the
gross violation and the loss be made good.

APs 278, 300, 313, 323, 326, 332, 339&156 (2015-16)
2.4.19 Unauthorized expenditure from Cess fund - Rs.7.730 million

According to Rule-7 of FTR Vol-I, money received as government
revenue shall not be appropriated to meet departmental expenditure nor kept
apart from the consolidated fund.

During the financial year 2015-16, in the office of Director Sugar Crop
Research Institute Mardan, it was noticed that the local office incurred
expenditure of Rs.7,730,000 under Cess Fund. The verification of record
revealed that, no action plan, for the year 2015-16, was approved by the
competent authority and the amount was utilized without approval, mostly on
miscellaneous items, for which already sufficient amount was released in
regular budget.

Letter was written to Director General Research KP, for the approval,
but till the last date of audit, i.e. October 2016, no approval was accorded for
incurring expenditure from Cess Fund. The budget was hastily utilized on
unproductive activities and even the unapproved action plan was also violated.
Thus, incurrence of Rs.7,730,000 from Cess Fund without approval was
unauthorized.

The unauthorized expenditure was made due to non-observance of rules
and weak internal controls.

When pointed out in October 2016, the management furnished no
reply.
The department was requested for holding the DAC meeting, however

neither DAC meeting was held nor any action initiated against the person(s) at
fault.
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Audit recommends that unauthorized expenditure incurred from the

Cess Fund needs a detailed inquiry and appropriate action against the person(s)
at fault.

AP 35 (2015-16)

2.4.20 Unauthorized and doubtful expenditure on daily paid labour from
the receipts - Rs.1.373 million

According to para 7 of GFR Vol-I, unless otherwise expressly
authorized by any law or rule or order having the force of law, moneys may
not be removed from the Public Account for investment or deposit elsewhere
without the consent of the Finance Department.

During the financial year 2015-16, in the office of Director Sugar Crop
Research Institute Mardan, it was noticed that Farm Manager of Agriculture
Research Station Harichand Charsadda incurred an expenditure of
Rs.1,372,939 from the receipts of the Farm.

Audit holds the expenditure unauthorized on the following grounds.

1. The expenditure was incurred from the receipts of the Farm, which was
unauthorized and no one can utilize receipts for the expenditure.

2. No detail of labour was given in any documented record that where the
labours were engaged.

3. Neither thumb impressions of labourers were taken nor was any
acknowledgement/copy of CNIC found on muster roll of the recipient.

4. No certificate was given on muster roll as required under the rules

No approval of the competent authority was obtained for payment.

6. No proper crop register was prepared from which the authenticity of
engaged labours could be verified

bt

The unauthorized and doubtful expenditure of Rs.1,372,939 was made
due to weak internal controls.

When pointed out in October 2016, the management furnished no
reply.
Audit requested the department, through DO letters, for holding of the

DAC meeting, however neither DAC meeting was convened nor any progress
intimated till finalization of this report.
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Audit recommends inquiry, fixing of responsibility and appropriate
action against the person(s) at fault.
AP 38 (2015-16)

2.4.21 Loss due to non-deduction of income tax - Rs. 6.750 million

According to Regional Tax Office Peshawar No.RTO/WHU-I)/23
dated 24.07.2014, income tax on supply be deducted @ 4.5% from supplies.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that the local office paid
Rs.149,998,955 from ADF and paid to Punjab Seed Corporation. Income tax
@ 4% was deducted instead of 4.5% which resulted into less deduction of
Rs.749,995. The department recouped the ADF payment by adjusting for net
amount of Rs.143,998,872 instead of Rs.149,998,955. Thus the income tax
was deducted from the ADF instead of contractor. Thus loss to the public
exchequer was Rs.6,749,948.

The lapse occurred due to financial indiscipline and weak of internal
controls.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends recovery of income tax and regularization of
advance payment from Agriculture Development Fund.
AP 160 (2015-16)

2.4.22 Irregular and unauthorized award of contract of Fishing Right in
Tarbela Dam - Rs.105.030 million

According to sub-rule (i) of rule-20 of Khyber Pakhtunkhwa, Fisheries
Rule-1976 and subsequently amendment issued vide notification date
26.08.2013 “the lessee shall at his option either pay the offered bid for fishing
rights in full at the time of auction at the spot or 1/3" of the bid at the time of
auction at spot, the remaining amount in two equal installments on or before
31% July for the subsequent 2" & 31 year, read with clause-3 the terms &
condition of auction of fishing Right of Public water body of Tarbela Dam
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Haripur for the three years 2016-19, that 1/3™ of contract value are ought to be
deposited on spot, otherwise the contract will be cancelled.

During the financial year 2015-16, in the office of Director Fisheries
Khyber Pakhtunkhwa Peshawar, it was noticed that Fishing Rights of Public
Water body of Tarbela Dam Haripur for the years 2016-17 to 2018-19 were
auctioned on 23.08.2016, where fourteen (14) bidders participated. Mr. Shahid
Ali S/o Muhammad Sadiq offered the highest bid of Rs.105,030,000. Hence, a
sum of Rs.35,010,333 was required to be deposited on spot, failing which will
result in cancellation of contract as well as forfeiture of security in favour of
the Government and the contract was required to be offered to the 2™ higher
bidder.

The 1/3™ of contract value was not deposited till 13.12.2016.
Moreover, the contract was awarded in August 2016 and approval granted in
December 2016, vide No.2372-74/DF/GS/ dated 20.12.2016, which shows that
the contractor was involved in un-authorized fishing from August 2016 to
December 2016, this resulted into loss to the public exchequer.

Furthermore, the department failed to comply with the approved
SOPs/criteria duly approved for awarding the contract, as follows:

(i) No contract Agreement on judicial paper was executed with the
contractor.

(1i1)) No bank guarantee was obtained from the contractor to secure the
Government interest.

(111)) According to the sanction, the lessee shall deposit income tax in
advance which was not done till the date of Audit.

(iv)  No license / permit was issued to the contractor.

The loss occurred due to financial indiscipline and weak internal
controls.

When pointed out in December 2016, the management stated that reply
would be furnished after consulting the record.

Audit requested the department, through DO letters, for holding of the
DAC meeting, however neither DAC meeting was convened nor any progress
intimated till finalization of this report.
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Audit recommends a facts finding inquiry, fixing of responsibility
against the person(s) at fault and recovery of the amount.
AP 391(2015-16)

2.4.23 Irregular drawl on account of purchase of concentrate for beef
animals — Rs.7.290 million

According to para 11 of GFR Vol-I, each head of a department is
responsible for enforcing financial order, strict economy at every step and
observing all relevant financial rules and regulations by his own office and by
subordinate disbursing officers.

During the financial year 2014-15, record of Director General
(Extension) Livestock & Dairy Development Department, revealed that an
expenditure of Rs.7,290,000 was incurred by the Project Director Meat &
Dairy Production Development Peshawar on the purchase of concentrate for
beef animals. The project management failed to formulate proper criteria for
the selection of farmers, number of registered farmers in each district and the
rate of registration fee etc. Moreover, the payment was drawn from the public
exchequer through DDO instead of making payment directly to the farmers.
Thus the expenditure of Rs.7,290,000 was irregular.

When pointed out in September 2015, the department failed to produce
the aforementioned documents.

In the DAC meeting held in August 2016, the department replied that
the list of farmers and support package to farmers was approved by the Project
Support Package Committee. Moreover, there was no need of either
registration for farmers nor any fee of registration existed for this project. As
most of the farmers belonged to far-flung areas, therefore, the bills were drawn
in favour of DDO. DAC did not agree and directed that a joint inquiry should
be conducted within 15 days for probing the matter. No progress has been
intimated till finalization of this report.

Audit recommends inquiry, fixing of responsibility and intimate final

status to PAC and audit.
AP 46 (2014-15)
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2.4.24 Non-deposit of receipts amounting - Rs.6.135 million

According to para 26 of GFR Vol-I, it is the duty of the departmental
controlling officer to see that all sums due to government are regularly and
promptly assessed, realized and duly credited in the Public Account.

During the financial year 2015-16, in the office of Director Sugar Crop
Research Institute Mardan, it was noticed that Agriculture Research Station
Harichand has 110 acres land, and during the last 03 financial years, various
crops were sown and on their sale, Rs.6,134,566 received, but not deposited in
the Government Treasury. Detail is as under:

S.No Year Receipt (Rs.) | Deposit in Government Treasury
1 |2013-14 1,921,850 Nil
2 | 2014-15 2,179,512 Nil
3 |2015-16 2,033,204 Nil
6,134,566

The amount was required to be deposited in Government Treasury on
time, which was not done. Thus government sustained a loss of Rs.6,134,566.

Non-deposit of receipts for the last three years is a serious lapse and
violation of rules, which was due to financial indiscipline and weak internal
controls.

When pointed out in October 2016, the management furnished no
reply.

The department was requested for holding the DAC meeting, however
neither DAC meeting was held nor any action initiated against the person(s) at
fault. Receipt was also not deposited in government treasury.

Audit recommends inquiry, fixing of responsibility against the
person(s) at fault, besides deposit of receipts in the treasury.

AP 36 (2015-16)

2.4.25 Excess payment on account of loading and unloading charges -
Rs.2.994 million

According to Para 10 of GFR Vol-1, every public officer is expected to
exercise the same vigilance in respect of expenditure from the public funds as a
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person of ordinary prudence would exercise in respect of expenditure of his
own money, read with the work order issued to M/S Shuaib Shah Carriage
Contractor vide No. 19516/DGA/E dated 12/10/2015, wherein, the contractor
was directed to start supply/lifting of Seed from Punjab Seed Corporation store
Khaniwal and Sahiwal.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that work orders were issued
for the transportation of wheat seed bags, 50 Kg each, which were to be
supplied at the specified distribution points, identified in each district of the
province. The contractor supplied 374330 bags for which the contractor was
paid Rs.48 per bag, from Punjab Seed Corporation to distribution points, for
two times loading and unloading, which is Rs.24 for loading and unloading
each. These charges are too exorbitant as compared to the prevailing market
rate.

The actual charges paid for loading and unloading were in the range of
Rs. 4 to 7, as evident from the convey notes, from Takht Bhai main store to
Mardan, Buner, Malakand Swat, Shangla and Chitral. Even if a maximum of
Rs.10 is considered as loading and unloading charges, then Rs.40 should have
been paid for two times loading and unloading. but, the contractor was paid per
bag Rs.8 (R.48 — Rs.40) in excess of the maximum average, resulting into
excess payment of Rs.2,994,640 (374,330 x 8).

The loss occurred due to financial indiscipline and weak internal
controls.

When pointed out in December 2016, the management stated that reply
would be furnished after consulting the record.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends recovery of the amount paid in excess.

AP 277 (2015-16)
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2.4.26 Excess payment due to purchase on higher rates-Rs.1.980 million
and non-deduction of income tax- Rs.0.476 million

According to S.No.3(b)(iv) of chapter-2 of the procurement of good
and services rules 2014, the procuring entity shall use open competitive
bidding as a principal method of procurement for the procurement of goods
over the value Rs.100,000 and the lowest offer from bidder shall be accepted
for award of contract.

During the financial year 2014-15, in the office of DG (Ext) Livestock
& Dairy Development Department, Khyber Pakhtunkhwa, it was noticed that
the Project Director Meat & Dairy Production Development invited quotations
for the purchase of different items through daily Dawn on 06.03.2015. The
lowest bid was rejected on the plea that the supplier was not in position to
supply the items before 30.06.2015. The lowest bidder requested for extension
of deadline to August 2015, but extension was not granted, and purchases were
made on higher rates, even though, the items were supplied in August, 2015,
by the highest bidder, which was previously refused to the lowest bidder.
Further, income tax was not deducted.

The public exchequer was put to loss for Rs.1,980,000 due to purchase
on higher rate, and for Rs.476,000 due to non deduction of income tax. No
penalty was imposed on the supplier for late supply.

In the DAC meeting held in December 2016, the department replied
that the lowest bidder requested for extension of deadline to August, 2015, and
that they will get 100% payment against CDR of 5% of the total value within
June, 2015. The bid security of lowest bidder was forfeited on KPPRS’s
advice, and the contract was awarded to 2" lowest bidder. The firm was unable
to supply the items in June 2015, so were supplied in August 2015. Income tax
@ 7% was not required as per section (5)(a) of section 153 of income tax
ordinance 2001. The DAC directed for inquiry, but no inquiry was conducted
till finalization of this report.

Audit recommends that fact finding inquiry be conducted, the loss
sustained by the Government, due to higher rates, be made good, and
responsibility be fixed against the person(s) at fault.

AP 47(2014-15)
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2.4.27 Outstanding dues against various sister offices/store keeper -
Rs.13.910 million

According to Para 26 of GFR Vol-I, it is the duty of the Controlling
Officer to see that all sums due to government are regularly and promptly
assessed, realized and duly credited in Public Account.

During the financial year 2015-16, in the office of Director General
Agriculture (Extension) Peshawar, it was noticed that, a sum of Rs.6,055,000
was outstanding to be recovered as detailed below:

S. No QOut-standing against Amount (In Rs)

1 DD (Agriculture) Extension DIK 3,589,450
2 A.RIDIK 30,000
3 Outstanding on account Machinery 260,550
4 Outstanding against farmers 1,000,000
5 Misc: Store 1,042,843
6 O/Standing against Ex-Store Keeper 132,000

TOTAL 6,055,000

Similarly, an amount of Rs.7,661,475 was also outstanding against
different sister offices since long. Sufficient funds were provided to the office
every year, but no one cleared the out-standing dues of Model Farm Services
Centre (MFSC) D.I.Khan.

The Government sustained loss due to weak internal controls and
financial indiscipline.

When pointed out in December 2016, the department stated that
detailed reply would be furnished after consulting the record.

Audit requested the department, through DO letters, for holding of the
DAC meeting, however neither DAC meeting was convened nor any progress
intimated till finalization of this report.

Audit recommends that the outstanding amount be recovered.

APs 166 & 208 (2015-16)
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Chapter - 3

3.1

Administration Department

Introduction
As per Rules of Business 1985 (amended to-date), the department has

been assigned the business of :

R/
L X4

7
A X4

e

It shall be the responsibility of the Chief Secretary to coordinate the

work of all Departments of Government.

The Chief Secretary may call for any case or information from any

Department or Attached Department.

The Establishment and Administration Department shall be responsible

for:

= the determination of the principles of control of Government
servants, including recruitment, conditions of service and
discipline;

= the coordination of the policy of all Departments with respect to
services under their control so as to secure consistency of treatment;

= securing to all Government servants the rights and privileges
conferred on them by or under any law for the time being in force;
and

= determining the strength and the terms and conditions of services of
the personal staff of Ministers.

No Department shall without the concurrence of the Establishment and

Administration Department authorize any orders, other than orders in

pursuance of any general or special delegation made by the

Establishment and Administration Department, which involve:

= reduction or extension in the scope of functions of a Department as
given in Schedule-1I or the transfer of such functions from one
Department to another;

= re-organization or change in the status of offices in the Secretariat
or Attached Departments;

= interpretation of rules and orders relating to service matters other
than rules and orders issued by the Finance Department; and

= any change in the terms and conditions of service or the statutory
rights and privileges of Government servants.

No order in respect of the emoluments, promotion or conditions of

service of any officer employed in the Finance Department shall be

passed and no expenditure proposal relating to that Department

sanctioned without prior concurrence of the Establishment and

Administration Department. The Chief Secretary shall exercise, in
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respect of such matters, the functions of the Secretary, Finance
Department.

3.2

Summary of the Appropriation Accounts:

Comments on budget and accounts (variance analysis)

The summarized position of actual expenditure 2015-16 against the
total of grants/appropriation was as follows:

Non Development

(Rs.)
Grant # and Grant Original Supplementary Final Total Actual Excess /
Name of Type Grant Grant Grant expenditure (Savings)
Department yp P &
2-General
Administration NC21 2,313,796,000 125,173,000| 2,438,969,000| 1,784,296,961| -654,672,039
2-General
Administration NC24 521,411,000 31,761,000 553,172,000| 403,248,305| -149,923,695
Total 2,835,207,000 156,934,000| 2,992,141,000| 2,187,545,266| -804,595,734
Development
(Rs.)
Grant # and Name of | Grant | Original Supplementary . Total Actual Excess /
Grant/Re- Final Grant . .
Department Type Grant o Expenditure (Savings)
appropriation
015101-Establishment,
Services, General
Administration NC22 0 0 0 70,380 70,380
Total 0 0 0 70,380 70,380
Overview of expenditure against the final grant
(Rs. In million)
Grant Type Final Grant Total Actual Excess/(Savings) Variance %
yp Expenditure g i
Non-Development 2,992.141 2,187.545 -804.596 -26.89
Development 0 0.070 0.070 100
Total 2,992.141 2,187.615 -804.526 -26.89
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15.000 + W Variance %
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10.000 - /(Savings)

O Actual Expenditure
5.000 - EFinal Grant

0

Current Development Total

-5.000

Anticipated savings were not surrendered and lapsed

Para 95 of GFR Vol I states that all anticipated saving should be
surrendered immediately but not later than 30th June of each year in any case.
The rule operates to enable government to be informed of expected savings in
time to allow it to divert funding to where ever needed and to remain abreast of
changes in circumstances that necessitate the change in pattern of expenditure
and address the situation. In contravention, the Environment Department
administering the above grant did not surrender anticipated savings of
Rs.804.526 million thus preventing the government from utilizing the funds
elsewhere and the considerable amount lapsed. The position of savings as well
as percentage variance is shown in the following graphs.

6.000
5.000 -
4.000 -
W Variance %
3.000 4 ‘
0O Excess/(Savings)
. O Actual Expenditure
=2 @ Final Grant
0 p—
-1.000 - Clizaht Development I
-2.000

36



3.3 Brief comments on the status of compliance with PAC directives:-

Audit Nameof | LotalNo.of Full Partial Nil
SNo. actionable . . .
Year Department points compliance compliance | compliance
1 2001-02 | Establishment 14 14 - -
2 2002-03 | -do- 12 - 11 01
3 2003-04 | -do- 06 06 - -
4 2004-05 | -do- 03 - 01 02
5 2005-06 | -do- 04 - 03 01
6 2007-08 | -do- 03 - 01 02
7 2008-09 | -do- 14 - 05 09
8 2009-10 | -do- 32 - 09 23
9 2010-11 | -do- 25 - 08 17
10 | 2011-12 | -do- 20 - 08 12
11 | 2012-13 | -do- 08 - 06 02
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34 Audit Paras
3.4.1 Non-production of record for expenditure - Rs.203.200 million

According to Section 14 of the Auditor General’s Ordinance 2001, no
information nor any book or other documents, to which the Auditor General
has a statutory right of access, may be withheld from the Audit. Any person or
authority hindering the auditorial functions shall be subject to disciplinary
action under relevant Efficiency and Discipline Rules applicable to such
person.

During the financial year 2014-15, in the office of Secretary
Administration Department, an expenditure of Rs.188.80 million was incurred
on various activities during the year. Despite repeated requests, detailed record
in support of the payments was not produced to audit for the scrutiny.
Therefore, the record in support of expenditure of Rs.188,800,000 remained
unverified and unaudited.

It was further noticed that an amount of Rs.14,400,000 was drawn on
different occasions on account of discretionary grant of Ministers, Advisors to
CM, Grant-in-Aid for Civil officer Mess, but auditable record was not
produced despite repeated requests. Only drawl of the amount on the basis of
simple receipts were produced and no detail account/ record was produced for
scrutiny of Audit.

Audit holds that the record in support of expenditure was required to
have been provided for verification, which was not produced.

Non-production of record occurred due to violation of rules and weak
internal controls.

When pointed out in January 2016, the management replied that some
of the record was taken by Anti-corruption Establishment, KP Peshawar and
findings/progress will be communicated to Audit. While in some cases reply
was not furnished. However, record was not produced despite Secretary
Administration clear directions for obtaining record from Anti-corruption
Authorities.

The irregularity was reported to the Department in February 2016
followed by reminders and D.O. letter dated 06.01.2017 for holding of the
DAC meeting, however DAC meeting was not convened till finalization of this
report.
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Audit recommends to investigate the matter and fix responsibility for
non-production of record.

APs 93,94 (2014-15) and 21,22,23&44(20131-4)
3.4.2 Loss due to non-recovery of taxes — Rs.9.980 million

According to Sales Tax Act and Finance Act of Government of KP,
sale tax @16% and professional tax at prescribed rate is recoverable.

During the financial year 2014-15, in the office of Secretary
Administration Department, an aggregate payment of Rs.214,370,000 was
made on accounts of services rendered by the contractors, payment of
honorarium to staff and other payments but neither sales tax nor income tax of
Rs.9,980,000 was deducted from the recipients. Non-deduction of taxes
resulted into loss of Rs.9,980,000 to the public exchequer.

Audit holds that due to non-deduction of taxes the Government was put
a loss to that extent.

The lapse occurred due to violation of rules, which resulted into loss of
Rs.9,980,000 to government.

When pointed out in January 2016, the management replied that Askari
Aviation Pvt. Ltd. is an online Tax registered company and regular tax payer.
However, the matter will be taken up with the authorities.

Reply is not tenable. Recovery should be made.

The irregularity was reported to the Department in February 2016
followed by reminders and D.O. letter dated 06-01-2017 for holding of the
DAC meeting, however neither DAC meeting was convened nor any progress
till finalization of this report.

Audit recommends to recover the taxes.
AP 118 (2014-15)

3.4.3 Non-recovery of room rent and 5% charges - Rs.9.200 million

According to para 26 of GFR Vol-1, it is the duty of the departmental
controlling officer to see that all sums due to government are regularly and
promptly assessed, realized and duly credited in the Public Account.
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During the financial year 2014-15, in the office of Secretary
Administration Department, various officials have occupied rooms in the guest
houses and other residential accommodations but room rent and 5%
maintenance charges amounting to Rs.9,200,000 was not recovered from the
occupants.

Audit holds that recovery of room rent and 5% charges were required to
be made from the occupants but not done.

The irregularity occurred due to extending favour to the employees and
weak internal controls, which resulted into non-recovery of Rs.9,200,000.

When pointed out in January 2016, the management replied that the
building of Shahi Mehman Khana is very old, bathrooms of some rooms are
not functional, therefore defective rooms were not allotted to any one, and
other rooms are allotted to the official guests, properly entered in record and all
such payments are paid into the Government Treasury. However pending
payments will be deposited shortly.

Reply of the department is not tenable. The department had not
mentioned amount of the pending payments and also did not reply in other
cases.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends to investigate the matter for fixing responsibility
and making complete recovery.
AP 98 (2014-15)

3.4.4 Non-recovery of government share from operator of Aircraft -
Rs.7.270 million

According to S.No.1.2 of the Agreement executed with Askari Aviation
(Pvt) Ltd dated 11.05.2012, the earning on account of commercial operation

will be distributed as under:

1.2.1 Hire/charter/lease charges payable to the Owner for each hour flown by
the Aircraft: 50%
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1.2.2 Variable charges payable to the Operator to cover fuel, oil and
lubricants etc. per each hour flown by the Aircraft: 25%

1.2.3 Service charges payable to the Operator to meet expenses such as
marketing, agent commission, additional staff, etc:25%

During the financial year 2014-15, in the office of Secretary
Administration Department, government helicopter No. MI-171 was used for
commercial purpose in June-2015 and a sum of Rs.8,170,000 was received as
income from the operation. The earning was required to have been distributed
according to provision of agreement and Rs.7,280,000 deposited into treasury
as government share, however, no payment to Government till December,
2015 was made. Therefore, the government share remained unrecovered.

Audit holds that government share was required to have been recovered
in time, which was not done.

Non-recovery of government share occurred due to non-adherence to
the clauses of the agreement and weak internal controls, which resulted into
non-recovery of Rs.7,280,000.

When pointed out in January 2016, the management did not furnish any
reply.

The irregularity was reported to the Department in February 2016
followed by reminders and D.O. letter dated 06-01-2017 for holding of the
DAC meeting, however neither DAC meeting was convened nor any progress
intimated till finalization of this report.

Audit recommends to investigate the matter for fixing responsibility

and recovery of amount.
AP 87 (2014-15)

3.4.5 Non-recovery of house rent at market rate and utility charges -
Rs.2.097 million

According to para 28 of GFR Vol-I, no amount due to government
should be left outstanding without sufficient reasons and order for
irrecoverable sum must be sought from competent authority.

During the financial year 2014-15, in the office of Secretary
Administration Department, three officials of E&A Department were
dismissed from service in October 2011 and September 2012. They have still
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occupied Government residential accommodation, despite the fact that they are
no more Government Servants. Neither these houses were vacated nor
recovery of house rent at market rate and utility charges amounting to
Rs.2,097,000 were recovered from these illegal occupants. Therefore, the
amount remained unrecovered.

The irregularity occurred due to extending undue favour to illegal
occupants and weak internal controls, which resulted into non-recovery of
government dues of Rs.2,097,000.

Audit holds that the accommodation was required to be vacated and
outstanding amount recovered from illegal occupants, which was not done.

When pointed out in January 2016, the management did not furnish any
reply.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, neither however neither DAC meeting was
convened nor any progress intimated till finalization of this report.

Audit recommends to conduct inquiry, fixing responsibility for the
lapse besides making complete recovery.
AP 104 (2014-15)

3.4.6 Irregular investment of Government revenue/funds in treasury
bills/fixed deposit - Rs.16.110 million

According to S&GAD letter No. COM(S&GAD)/99 dated 22.05.1999
regarding minutes of the Management Committee held on 13.11.1999, the
funds generated by the Civil Officers Mess be retained for expenditure on
routine maintenance, provision of items like linen, crockery, cutlery and
toiletries.

During the financial year 2014-15, in the office of Secretary
Administration Department, the Manager Civil Officer Mess had realized
Rs.1,240,000 on account of room rent from the occupants of Civil Officers
Mess. Out of which Rs.917,778 was invested in the Treasury Bills @7.76%
per annum and Rs.323,000 deposited in the current account No. 000943-2 at
National Bank of Pakistan Civil Secretariat Peshawar. Further record showed
that so far Rs.9,480,000 have been invested in the Treasury Bills from the
room rent of the Civil Officers Mess. Similarly Rs.6,620,000 drawn from BOK
and invested in fixed deposit in violation of clear instruction of the S&GA
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Department which provides that the retention of funds generated by Civil
Officers Mess as a very special case for expenditure on routine maintenance.
However, origin/base of this fund was not shown to Audit.

When pointed out in January 2016, the management replied that the
funds generated by Civil Officers Mess were invested in fixed deposit by the
competent authority. However, detailed reply will be submitted after
consulting of record of Civil Officers Mess. The action of the Manager Civil
Officers Mess was not covered under the rules.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends to investigate the matter for fixing responsibility.

AP 88 (2014-15)

3.4.7 Irregular expenditure and non-accountal of store- Rs.13.340
million
Non-production of record Rs.6.410 million

According to Clause 6 (1) of KPPRA 2014, the procuring entity shall
use open competitive bidding as the principal method of procurement of goods
over the value of Rs. 100,000 read with Para-148 of GFR vol-I, all materials
received should be examined, counted, measured or weighed as the case may
be, when delivery is taken, and they should be taken in charge by a responsible
Government officer who should see that the quantities are correct and their
quality good, and record a certificate to that effect. The officer receiving the
stores should also be required to give a certificate that he has actually received
the materials and recorded them in the appropriate stock register.

During the financial year 2014-15, in the office of Secretary
Administration Department, an expenditure of Rs.13,340,000 was incurred on
the purchase of stationery, Furniture & Fixture and Plant & Machinery without
observing codal requirements. The following shortcomings were noticed:

e All purchases were made in piecemeal and were split up to avoid open
tender system and sanctioning of next higher authority.

e Requirement of three quotations for purchase of below Rs.100,000 was
not fulfilled.
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e Machinery & Equipments and Furniture & Fixtures were neither taken
on stock register nor subsequently issued.

e Most of the stationery items were not taken on stock register.

e Stationery register was not properly maintained.

e Demand, issue of stationery and acknowledgement of stationery was
not available on record

e Most of the payments were made through DDO.

e Record of stationery for Rs.6,410,000 purchased in July 2014 was not
produced to audit.

The above shortcomings held the process of incurrence of expenditure
as irregular.

Audit holds that all codal requirements required to have been
completed before the incurrence of expenditure and that complete record after
payment maintained which was not done.

The irregular expenditure was incurred due to non-adherence to rules
and weak internal controls.

When pointed out in January 2016, the management replied that
stationery was purchased through Purchase Committee after floating tender in
leading Newspapers. Due to shortage of budget, some bills were not cleared
due to insufficient budget, which were cleared in the next financial year. As far
as bills/record of July and August 2014 are concerned the same were taken by
Anti-corruption Establishment.

Reply of the department is not tenable, parawise reply should be given
to ascertain the factual position.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends to investigate the matter for fixing responsibility

against the person(s) responsible.
AP 121 (2014-15)
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3.4.8 Irregular allotment of residential accommodation to un-entitled
officers/officials

According to para 23 of GFR Vol-I, every government officer should
realize fully and clearly that he will be held personally responsible for any loss
sustained by government through fraud or negligence on his part or on the part
of his subordinate.

During the financial year 2014-15, in the office of Secretary
Administration Department, 73 residential accommodations were allotted to
un-entitled employees who are working in autonomous bodies and are not
legitimate responsibility of the Administration Department. They are drawing
salaries from their respective departments therefore, recovery of House Rent
alongwith 5% recovery of pay could not be confirmed. It was further noticed
that some of the officers are posted outside District Peshawar but have
occupied Government residence at Peshawar in violation of standing
instructions of the government.

Audit holds that illegal occupants should have been ejected and
accommodation vacated for legal use.

The irregularity occurred due to extending favour to illegal occupants
and weak internal controls.

When pointed out in January 2016, the management did not furnish
reply.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor
any progress intimated till finalization of this report.

Audit recommends to investigate the matter for fixing responsibility,
besides recovery of house rent allowance and 5% charges.

AP 102(2014-15)

3.4.9 Non-rendering account in support of payments - Rs. 7.630 million

According to paragraph No.13 of S&GAD order No. E&A
(S&GAD)5(1)/81 dated 03.09.1988, the private secretary to a minister shall be
responsible for completion, maintenance of accounts and record of the
Discretionary Grant and rendering it to the S&GAD.
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During the financial year 2014-15, in the office of Secretary
Administration Department, a sum of Rs.7,630,000 was paid on account of
Discretionary Grant to Advisors/Special Assistant to Chief Minister in four
quarterly installments. Detail account in support of payment so made was
required to have been properly maintained and rendered to the Secretary
Administration, which was not submitted till date of audit. Therefore, the
authenticity of expenditure of Rs.7,630,000 could not be confirmed.

Audit holds that complete record of expenditure was required to have
been provided to audit which was not available.

The irregularity occurred due to non-adherence of rules and weak
internal controls.

When pointed out in January, 2016, the management replied that all
record would shortly be provided to the audit party.

Audit requested the department repeatedly, through DO letters, for
holding of the DAC meeting, however neither DAC meeting was convened nor

any progress intimated till finalization of this report.

Audit recommends to investigate the matter for fixing responsibility for
non-production of record for audit verification.

AP 97(2014-15)
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Chapter — 4

Communication & Works Department

4.1

Introduction

As per Rules of Business 1985 (amended to-date), the department has been
assigned the business of :

X/
L X4

X/
L %4

X3

*¢

X/
o

X3

*¢

X/
o

X3

*¢

4.2

Summary of the Appropriation Accounts:

Comments on budget & accounts (variance analysis)

Acquisition and development of sites for construction of government
buildings

Registration of contractors
Implementation of various schemes of the provincial departments
Construction of government owned buildings
Maintenance and repair of government owned buildings
Construction of provincial highways and roads
Maintenance and repair of provincial highways and roads

A summary of grants allocated to Communication and Works
Department and expenditure by the department in financial year 2015-16 is
given below:

Non Development

(Rs.)

Gzilgjpgﬁfml\izrtne (,i,;i;:;t Original Grant Supp(l}e;gﬁiltary Final Grant Ei;lln?litt::cle Excess/ (Savings)
14-Works &
Services
Department NC21 1,252,053,000 20| 1,252,053,020] 865,966,668 -386,086,382
15-Roads, NC21 3,298,720,000 0] 3,298,720,000| 2,082,541,464 -1,216,178,536
Highways, Bridges,
Buildings and
Structure (Repair) |[NC24 4,015,000 15,000,000 19,015,000 15,764,295 -3,250,705

Total 4,554,788,000 15,000,020| 4,569,788,020| 2,964,272,427 -1,605,515,623
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Development

(Rs.)
Grant # 50 (Prov) . .
NC12 and Name el CERTH | SOPREERHANY | inat Grant | 0% e | (savings
of Department yp P g
Building NC12]| 1,275,000,000 0] 1,238,266,000] 1,227,212,655| -11,053,345
Total 1,275,000,000 0 1,238,266,000 1,227,212,655| -11,053,345

Overview of expenditure against the final grant

(Rs. in million)

. Total A 1 Ex .
Grant Type Final Grant ota .ctua c.e ss/ Variance %
Expenditure (Savings)
Non Development 4,569.788 2,964.272 -1,605.516 -35.133
Development 1,238.266 1,227.213 -11.053 -0.892
Total 5,808.054 4,191.485 -1,616.569 -27.833

6,000 -

4,000 -

2,000 OCurrent

O Development
0 |—| I B Total
-2,000
Final Grant Actual Excess Variance %
Expenditure /(Savings)

Anticipated savings were not surrendered and lapsed

Para 95 of GFR Vol I states that all anticipated saving should be
surrendered immediately but not later than 30th June of each year in any case.
The rule operates to enable government to be informed of expected savings in
time to allow it to divert funding to where ever needed and to remain abreast of
changes in circumstances that necessitate the change in pattern of expenditure
and address the situation. In contravention, the Communication & Works
Department administering the above grant did not surrender anticipated
savings of Rs.1,616.569 million thus preventing the government from utilizing
the funds elsewhere and the considerable amount lapsed. The position of
savings as well as percentage variance is shown in the following graphs.
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12,000
10,000 -
8,000 -
6,000 ~
4,000 -

2,000 +

=

B Variance %
O Excess/(Savings)
O Actual Expenditure

@ Final Grant

-2,000 -

-4,000

Clreht

Development

4.3  Brief comments on the status of compliance with PAC directives

ngAudit | Nameof | TotalNeofl gy Partial Nil
Year Department points compliance] compliance | compliance

1.12001-02/C&W 40 - 28 12
2. 12002-03|-do- 20 - 09 11
3. 12003-04|-do- 20 - 09 11
4. 12004-05 -do- 28 - 13 15
5. |2005-06-do- 15 - 10 05
6. {2007-08|-do- 03 - 02 01
7. 12008-09 -do- 06 - 04 02
8. [2009-10}-do- 14 - 11 03
9. 12010-11-do- 38 - 23 12

10. |2011-12}-do- 07 - 06 01

11. {2012-13|-do- 10 - 04 06
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4.4 Audit Paras

4.4.1 Loss to the public exchequer due to allowing enhanced rates to the
contractor in violation of the contract agreement and decision of
competent forum - Rs.8.981 million

According to clause-52 of the contract agreement and minutes of the
meetings with the contractor under the chairmanship of the Director
construction circulated vide letter No.10546/22-constn/PKHA dated 30-06-
2015, the excavated material should be used for backfilling of trench & for
filling inside the retaining walls and the top one meter should be filled from
mixing of structural excavated material or road way excavation with filter
material at the ratio of 50:50 and the charge rate be worked out from the
average of both the material rates under structural back fill (Granular back fill)
along the retaining wall on both sides.

During the financial year 2014-15, in the Pakhtunkhwa Highways
Authority, in the work “Construction of Bacha Khan Flyover” 10,259.470 M’
materials were available from the item of work “structural excavation in
common material” which were required to be used in the filling accordingly.
The available materials were not used in filling and the contractor was paid
for 1,159.050 M? Granular back fill at full rate of Rs.1,080.94 per M? instead
of Rs.34.88 per M3 which caused loss of Rs.1,570,581 (1,080.94 — 34.88 =
1,046.06 x 1080.94 x 20% x 15.75%) to the public exchequer. Moreover, in
violation of the agreement and decision of the meeting, another item i.e. sand
filling of 5,963.200 M’ @ Rs.1,277.58 instead of Rs.34.88 per M? as available
in CSR costing Rs.7,410,468 (1,277.58 - 34.88=1,242.70 x 5963.200) was also
executed under structure (bill No. 4-A) as Non Schedule item and paid for
which also occurred loss to public exchequer. Due to non-utilization of
available material, the Government was put to a loss of Rs.8,981,049.

Loss occurred due to extending favor to contractor and violation of the
contract agreement.

The matter was reported to the management in October, 2014. The
management stated that the items of work were executed for the stability and
sustainability of the flyover structure and a facility to the general public.

In the DAC meeting held in November, 2016, it was directed to

produce Technical Sanction and other relevant record for verification. No
progress was intimated till finalization of this report.
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Audit recommends to investigate the matter and recover the loss from
contractor or person(s) responsible.
AP 104 (2014-15)

4.4.2 Loss to public exchequer due to allowing abnormal enhanced rates
to contractor - Rs.11.710 million

The rates approved in the PC-I and MRS-2013 should have been
followed. Para 11 of GFR Vol-I provides that each head of a department is
responsible for enforcing financial order and strict economy at every step.

During the financial year 2015-16, in the office of the Executive
Engineer, C&W Highway Division Swat, it was noticed that abnormal
enhanced rates as compared to MRS 2013 and PC-I in respect of M/s AM &
Co. for the various items of work (Annex-B) under scheme, “Construction &
Black Topping of Manglawar to Malam Jabba Road Road Package-I1, II, III”
were accepted. The tender documents and agreement of these roads were not
provided on the plea that the documents have been sent to the Chief Engineer.
Loss of Rs.11,710,000 was sustained by the public exchequer as result of
acceptance of these abnormal enhanced rates in deviation of PC-1, MRS 2013.

Audit holds that loss occurred due to allowing rates higher than MRS
and weak internal controls.

The matter was reported to management in September, 2016. The
management stated that the accepted bid was lower than the estimated cost.

The reply of the department is not tenable. Higher rates than PC-I and
MRS-2013 had been accepted which caused loss to the public exchequer.

The department was requested repeatedly through DO letters for
holding the DAC meeting, however neither DAC meeting was held nor any

action initiated against the person(s) at fault.

Audit recommends that the matter may be investigated and the amount
recovered from the contractor and deposited into the Government Treasury.

AP 05 (2015-16)
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4.4.3 Loss due to transportation of earth in violation of contract
agreement - Rs.5.870 million

According to contract agreement/BOQ item No 2 and clause-1 of the
work order No 02/T-1 dated 16.08.2010 issued to the contractor, all the work
should be carried out according to the standards specifications as per approved
PC-1 and in accordance with contract agreement provision.

During the financial year 2014-15, in the office of Executive Engineer,
Provincial Building Construction Division No.l1 Peshawar, provision for an
item of work, “Transportation /disposal of 83,772.17 m’ earth @ Rs.276 per
m’ for 5 Km load” was provided in the BOQ/agreement for the work,
“Construction of Additional Wards at LRH Peshawar”. However, 42
Running Bill of the contractor M/S Rehman Construction Co. revealed that
108,581.63 m’ earth was transported at the rate of Rs.330/08 per m® beyond 5
KM lead which was invalid because disposal of earth upto SKM was based on
actual survey and distance outside the city and site. Therefore, loss of
Rs.5,872,094 (108,581.63 x (330/08(-)276) sustained by the public exchequer
due to violation of contract agreement which may be recovered.

When pointed out in October, 2015, the management stated that no
space was available within five kilometers from LRH.

The reply of the department is not tenable. Space was available within
five kilometers as per survey. Loss was sustained by the public exchequer due
to deviation from agreement.

In the DAC meeting held in August, 2016 the department stated that the
lead for transportation of excavated material was included in PC-I on tentative
base. The DAC decided that the relevant record. i.e. M.B, design, agreement,
TS & PC-I may be provided for verification. However verification of the
relevant record revealed that the payment was not within the provision of
contract agreement.

Audit recommends that recovery may be made and deposited into

Government Treasury.
AP 26 (2014-15)
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4.4.4 Loss due to non realization of tender form fee — Rs.3.374 million

According to the terms and conditions of the Notice Inviting Tender,
cost of tender documents @ Rs.241,000 shall be recovered from the contractor.
Para 26 of the GFR provides that all sums due to government shall promptly be
assessed, realized and deposited into the government treasury.

During the financial year 2014-15, in the office of the Executive
Engineer Highway Division Peshawar, construction of 16 KM road from Jamil
chowk to Urmar Payan was divided in to 2 packages and put to tender amongst
the prequalified contractors and the names of 18 prequalified bidders were
published in the NIT. The bidders downloaded 18 Tender Forms but only 4
Tender Forms were received in the competition and deposited the Tender Form
cost @ Rs.241,000 per Form while the remaining has neither deposited the
Tender Form cost nor their Tender Forms were available on record. This
resulted in loss of Rs.3,374,000 (241,000 x 14) to the public exchequer due to
less realization of Tender Form cost.

Audit holds that recovery of cost of tender form was required to be
made from all the prequalified bidders which were not done.

The lapse occurred due to non adherence to rules and undue favour to
contractor.

When pointed out in October, 2015, it was stated that detail reply
would be furnished after verification of record.

In the DAC meeting held on 25.08.2016 the department replied that
only four firms have attended the tendering/participated from whom the
requisite cost of the tender form has been obtained and deposited. The DAC
did not agree and directed to conduct inquiry in the matter within a month. No
progress was intimated till finalization of the report.

Audit recommends to investigate the matter and recover the cost of
tender forms from the firms or person(s) at fault.
AP 57 (2014-15)
4.4.5 Overpayment to consultant - Rs.5.845 million
According to the consultancy agreement, the consultants shall be paid

renumeration for 36 months.
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During the financial year 2014-15, in the office of the Managing
Director, Pakhtunkhwa Highways Authority, construction supervision of work,
“Northern Bypass Road Mardan” was awarded to Development Management
Consultant at cost of Rs.30,058,744. The completion period of work awarded
to contractor and consultants were 36 months whereas the consultants were
paid remuneration for 43 months i.e. 7 months more than the contract period
causing overpayment of Rs.5,844,756 which need recovery.

S.No Vr No & dt Total ‘months Total n‘lonths Excess‘Months
claimed required claimed
1 774 dt 22-06-2015 43 Man months | 36 Man months | 07 Man months
(Payment request No. 39 May | cost cost cost
2015) Rs. 35,903,500 Rs.30,058,744 Rs.5,844,756

When pointed out in October 2015. The management replied that
formal time extension has been granted to the consultants M/S DMC for seven
months and the payment relates to the extended period whereas extension to
the contractor was in process.

The reply of the department is not tenable. Payment to the consultants
should be made as per services rendered and not for idle period.

In the DAC meeting held in November, 2016, the department replied
that extension has been granted by the competent authority for a period of
seven months. DAC did not agree and directed to provide extension in time
limit of the contractor which was in process and consultants and approval of
charging of expenditure to PC-I provision instead of PC-II for verification. No
progress was intimated till finalization of this report.

Audit recommends that the recovery may be made.
AP 115 (2014-15)

4.4.6 Overpayment to contractor due to allowing higher rate — Rs.1.200
million

According to the contract agreement/BOQ, the contractor shall be paid
as per the approved rates. According to Para 221 of CPWA code, before
signing the bill, the Sub-divisional Officer should compare the quantities in the
bill with those recorded in the measurement book and see that all the rates are
correctly entered and that all calculations have been checked arithmetically.

During the financial year 2013-14, in the office of Project Director
Emergency Rural Roads Rehabilitation Project (JICA Assisted), it was noticed
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that the work, “Random Rubble Masonry in Foundation and Plinth in Cement”
was paid to the contractor M/S Badiuz Zaman & Co against LCB NO.24(4)
IPC No.5 @ Rs.4,000 PM® for a quantity of 319 M® upto 4™ running bill on the
basis of measurement recorded in the measurement sheets. But in the 5™
running bill, the rate of the item was changed to Rs.5,636 PM’® for a quantity
of 419 M’. Thus the change of rate caused an overpayment of Rs.685,484
(5,636 — 4,000 = 1,636 x 419).

Similarly a quantity of 319 M? of an item of work, Random Rubble
Masonry was paid at rate of Rs.4,000 PM® upto 4" running bill but in the 5t
the rate was changed to Rs.5,636.43 PM>. Thus due to change of rate, the
public exchequer sustained a loss of Rs.522,021 (5,636.43 — 4,000 = 1,636.43
x 319) which needs recovery.

The irregularity occurred due to weak internal controls.

When pointed out in October 2014, the department replied that quantity
of item of work Random Rubble Masonry in foundation and plinth in cement,
sand mortar 1:6 measuring to 319 M° was erroneously made to contractor in
RRM, which was later on corrected and paid for an item of work coarse rubble
masonry in foundation and plinth in cement, sand mortar ratio 1:4.

In the DAC meeting held in October 2015, the department repeated the
same reply. DAC did not agree and directed to produce all IPCs/running bills
and MB for verification.

The verification of the record revealed that payment has been made to
the contractor at higher rates which needs recovery. No progress was intimated
till finalization of this report.

Audit recommends to recover the overpayment.
AP 120 (2013-14)

4.4.7 Non-recovery of long outstanding revenue - Rs.7.964 million

According to Para-26 of GFR Vol-I, it is the duty of Controlling
Officer to see that all sums due to Government are regularly and properly
assessed, realized and duly credited in public account.

During the financial year 2013-14, in the office of the Managing

Director PKHA Peshawar, it s noticed that Government dues amounting to
Rs.9,889,000 were outstanding against petrol pumps, CNG stations and
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contractors since long. Out of which a sum of Rs.1,925,000 was recovered
however Rs.7,964,000 was yet to be recovered.

Audit holds that non-recovery of outstanding receipt from different
sources was due to weak internal controls.

When pointed out in December 2014, it was replied that the
outstanding amount would be recovered and factual position would be
intimated to audit.

In the DAC meeting held in May 2013, the department replied that the
balance amount would be recovered. The DAC directed that outstanding
Government revenue may be recovered immediately. No further progress was
intimated till finalization of this report.

Audit recommends immediate recovery of Government dues.
AP 599 & 604 (2013-14)

4.4.8 Un-authorized expenditure — Rs.212.903 million

According to clause-3(iii) of the work order No.FHA/C.C/No.104/2009
dated 28.05.2009 and bidding documents vol-III, work shall be executed
strictly in accordance with specifications and standard construction practices.

During the financial year 2014-15, in the office of the Managing
Director, Pakhtunkhwa Highways Authority, a work, “Improvement &
Widening of Batkhela-Totakan-Qulangi Road Malakand Package-II” was
awarded to contractor Ghulam Mohammad Khan & Co. at total cost of
Rs.211,530,000. The completion period was 36 months commencing from
30.06.2009. The work was completed on 24.06.2012. However, payment for
Rs.7,414,000 in the final bill (26th & F/B) was made on 25.09.2014 after lapse
of two years & three months for execution of Formation of embankment from
Roadway Excavation in common material including compaction by Power
Roller of 11,176.06 M? @ Rs. 222/42 per M? and embankment from Borrow
Pit excavation 1,166.08 M’ @ 404/16 per M valuing Rs.1,608,000 when sub
Base, Base Course, cut back Bitumen Prime Coat and Asphalt Wearing Course
were already completed, had no validity & is against the engineering principles
and skills. Moreover, execution of granular back fill, RR Masonry in 1:6, PCC
etc costing Rs.5,809,000 have no justification. The expenditure of
Rs.291,274,000 was incurred on the work against the estimated cost of
Rs.112,530,000 which is 37.69% above the contract cost. Technical Sanction
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was also not accorded. The excess expenditure of Rs.178,744,000 million was
unauthorized.

Similarly, expenditure of Rs.105,417,060 was incurred on the work,
“improvement & widening of Batkhela, Totakan Qulangi Road Package-III
(Bridges)” through contractor M/S New Khan Builders against contract cost of
Rs.71,258,477 causing excess expenditure of Rs.34,159,000 due to deviation
of PC-I, designs & BOQ. The work was completed on 26.06.2012 whereas
payment was made on 22.12.2014 after 2.5 years which was unauthorized.

Unauthorized expenditure was incurred due to violation of rules and
weak internal controls.

The matter was reported to the management in October 2015. The
management stated that payment was the contractor’s liabilities due to non
availability of fund.

In the DAC meeting held in November, 2016, the department repeated
the previous reply. The DAC directed that MB/dates of measurement and
variation orders may be provided to audit for verification. However no record
was produced till finalization of this report.

Audit recommends that the matter may be investigated and
responsibility fixed.
AP 123 (2014-15)

4.49 Unauthorized expenditure in excess of the contract cost —
Rs.390.070 million

According to clause-11 of the contract agreement, work shall be
executed strictly in accordance with specifications, designs, drawings and
within the approved tendered cost.

According to Para 19(IV) of GFR states that 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
approval of the Finance Department.

During the financial years 2013-14 and 2014-15, in the office of the

Executive Engineer Highway Divisions D.I.Khan & Peshawar, it was noticed
that excess expenditure of Rs.390,070,000 were incurred over & above the
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contract cost and thus competition was not arranged over the real cost of the
work which was unauthorized. (Annex-C).

Audit holds that expenditure was required to be restricted to the
approved tender cost or get regularized from Finance Department which was
not done.

Unauthorized expenditure occurred due to violation of rules and weak
internal controls.

When pointed out in November 2014, it was stated that reply would be
furnished after consulting the record.

In the DAC meeting held in August 2016, the department replied that
enhancement to the contract cost was approved by the Chief Engineer. DAC
did not agree and directed that the enhancement may be regularized from
Finance Department. No progress intimated till finalization of this report.

Audit recommends that the matter may be investigated and
unauthorized expenditure may be regularized from the competent forum.

AP 368, 369, 370, 371 & 372 (2013-14) AP 50&53 (2014-15)
4.4.10 Un-authorized expenditure - Rs.84.087 million

According to Paras-11 & 12 of GFR Vol-I, each head of a department
is responsible for enforcing financial order, strict economy at every step and
observing all relevant financial rules and regulations by his own office and by
subordinate disbursing officers. He must see not only that the expenditure is
kept within the limits of the authorized appropriation but also that the funds
allotted to spending units are expended upon the object for which the money
was provided.

During the financial year 2014-15, in office of the Managing Director,
Pakhtunkhwa Highways Authority, Rs.24,030,000 as detailed below were
released by the Finance Department. However, against this provision, the
management incurred expenditure of Rs.40,690,000 resulting in excess
expenditure of Rs.16,660,000 without legal authority.
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S.No. Financial Funds Expenditure | Excess/Un-authorized
Year Released Incurred Expenditure
1 2012-13 8,010,000 12,851,262 4,841,262
2 | 2013-14 8,010,000 14,736,572 6,726,572
3 2014-15 8,010,000 13,102,270 5,092,270
Total 24,030,000 | 40,690,104 16,660,104

Out of total expenditure of Rs.40,690,000, a sum of Rs.25,209,000 was
spent on POL and repair of vehicles by misusing the financial powers as
exhibited in the statement given below:

S.No. Financial Year POL Repair of vehicles Total
1 2012-13 6,828,815 1,457,282 8,286,097
2 2013-14 7,425,590 1,748,843 9,174,433
3 2014-15 6,501,723 1,246,729 774,8452
Total 20,756,128 4,452,854 | 25,208,982

Moreover, pay and allowances of Rs.67,427,387 were claimed from
Development Fund which was also unauthorized.

Unauthorized expenditure was incurred due to violation of rules and
weak internal controls.

When pointed out in October 2015. The management stated that the
PKHA Council has principally approved Rs.15,000,000 provision but less
releases were made. Hence, the gap was covered with expenditure from
Reserve Funds.

The reply of the department is not tenable. PKHA reserve fund was not
meant for such expenditure. The council was principally agreed with the
increase conditionally and Finance Department has not responded so far.

In the DAC meeting held in November 2016, the department repeated
the previous reply. DAC did not agree and directed to provide approval of the
council, Finance Department and other relevant record for verification but no
progress intimated till the finalization of this report.

Audit recommends that the wunauthorized expenditure may be
regularized from the competent forum.
AP 99 (2014-15)
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4.4.11 Non-deduction of income tax from the payment allowed on market
rates system 2015 - Rs.18.628 million

According to Government of Khyber Pakhtunkhwa, Finance
Department Notification No SO(Dev-II)/FD/12-6/2014-15 dated 21-04-2015,
cost estimates of development projects in PATA shall be framed on Market
Rates System 2015 deducting 7% income tax from the rates of each item.

During the financial year 2015-16, in the office of the Executive
Engineer, C&W Highway Division, Swat, it was noticed that tenders were
invited from the contractors for execution of various works on the basis of
BOQ’s based on Market Rates System 2015 without deduction of 7% income
tax of Rs.18,628,000 from the rates of each item.

Lapse occurred due to violation of the instructions of the Finance
Department.

The matter was reported to the management in September 2016. The
management stated that estimates have been prepared by deducting 7% from
the total cost.

The reply of the department is not tenable. Deductions should have
been made from the individual rates and not from the whole cost. The matter
is, therefore, brought to the notice of competent forum for remedial action.

The department was requested repeatedly through DO letters for
holding the DAC meeting, however neither DAC meeting was held nor any
action initiated against the person(s) at fault.

Audit recommends that the matter may be investigated and the amount
may be recovered from the contractor concerned and deposited into the
Government Treasury.

AP 09 (2015-16)

4.4.12 Unauthorized expenditure on execution of emergency & special
repair without observing codal formalities - Rs.10.111 million

According to Para-146 of GFR Vol-1, expenditure should not be split
up in order to avoid sanction of the competent higher authority. According to
S.No.15.1 (i) (ii) of Delegation of Financial Powers, Executive Engineer is
empowered to accord sanction up to Rs.200,000 for repair of non residential
buildings & up to Rs.10,000 for residential building.
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During the financial year 2015-16, in the office of the Executive
Engineer, C&W Highway Division, Swat, it was noticed that expenditure to
the extent of Rs.10,111,000 was incurred on various AOM&R works through
contractors without advertisement and sanction of the competent authority. As
such, execution of works under AOM&R which fall under Special Repair
without completing the codal formalities was unauthorized. (Annex-D)

Unauthorized expenditure was incurred due to weak internal controls.

The matter was reported to the management in September, 2016. The
management replied that the said works were included in PC-1. Audit
disagreed as aneither tenders were floated in the Newspapers nor Technical
Saction of the competent authority were obtained.

The department was requested repeatedly through DO letters for
holding the DAC meeting, however neither DAC meeting was held nor any
action initiated against the person(s) at fault.

Audit recommends that the matter may be investigated and the
unauthorized expenditure regularized from the competent authority.

AP 12 (2015-16)
4.4.13 Unauthorized retention of public money in 5™ deposit - Rs.4.089
million

According to Para-26 of GFR Vol-], it is the duty of the department
concern to see that all sums due to government are regularly and promptly
assessed, realized and duly credited in the Public Account.

During the financial year 2015-16, in the office of the Executive
Engineer, C&W Highway Division Swat, it was noticed from the review of
CPWA-79 for June, 2016 that Rs.4,088,831 were realized (as detailed below)
from the contractors and kept under 5t Deposit. However, the same were not
deposited into the Government Treasury.

S.No Particulars of items Amount
1 Receipt of road cut charges 2,484,731
2 | Receipt of machinery charges 119,400
3 Receipt from consultants 613,700
4 | Recipt of Asphalt plant hire charges 871,000
Total 4,088,831
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Unauthorized retention of public money occurred due to violation of
rules and weak internal controls.

The matter was reported to the management in September, 2016. The
management stated that proper action would be taken.

The department was requested repeatedly through DO letters for
holding the DAC meeting, however neither DAC meeting was held nor any
action initiated against the person(s) at fault.

Audit recommends that the amount may be credited to the Government
Revenue under intimation to audit.
AP 16 (2015-16)

4.4.14 Non-recovery due to defective work — Rs.17.390 million

According to clause-11 of the contract agreement, work shall be
executed strictly in accordance with specifications, designs and drawings
within the approved tendered cost and rates.

During the financial year 2014-15, in the office of Executive Engineer,
Provincial Building Construction Division No. 1 Peshawar, it was noticed that
contract for the construction of Mosque and conversion of basement of S-1 &
S-2 block of KP House Islamabad was awarded to M/s Parcon Associates and
was allowed payment of Rs.57,722,000 upto 30.03.2015. The instant case was
later on inquired by Anticorruption Department and pointed out recovery of
Rs.14,993,000 due to deficiencies in the work. Similarly, an amount of
Rs.5,397,000 was also recoverable by the local office on account of
deficiencies pointed out by Anti-Corruption Department in a work at District
Mansehra.

When pointed out in October 2015, the management replied that the
case is subjudice.

In the DAC meeting held in September, 2016 the department replied
that Rs.3,000,000 out of Rs.14,993,000 have been recovered from the security
of the contractor. Moreover the Scheme is still ongoing and the security
deposit will be retained till satisfactory removal of defects. DAC did not agree
and directed to provide detailed record for verification. No progress was
intimated till finalization of this Report.
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Audit recommends that action may be taken against the concerned and
recover the loss from the person(s) at fault.
AP 33 (2014-15)

4.4.15 Unauthentic expenditure due to non production of auditable record
- Rs.16.374 million

According to Section 14 of the Auditor-General’s Ordinance 2001, no
such information nor any books or other documents, to which the Auditor-
General has a statutory right of access, may be withheld from the Audit.

During the financial year 2014-15, in the office of Executive Engineer,
Provincial Building Construction Division No.l Peshawar, expenditure to the
extent of Rs.16,374,000 was incurred on various schemes. However, auditable
record i.e. tender documents, contract agreement, PCs-1, Technical Sanctions
and MBs etc were not furnished to authenticate the expenditure.

The lapse occurred due to violation of rules.

When pointed out it was replied that the relevant record would be
produced to Audit.

In the DAC meeting held in August, 2016, the department repeated the
previous reply. DAC directed that relevant record may be provided to Audit.
No record was produced till finalization of this report.

Audit recommends to fix responsibility for non-production of record.
AP 46 (2014-15)

4.4.16 Excess on account of incorrect application of premium — Rs.4.190
million

According to Finance Department No.BOI/FD/1-7/2010-11/CSP dated
29.03.2011, only 20% premium is admissible on the CSR rate of 2009.

During the financial year 2013-14, in the office of Project Director
C&W Department Swat, PARRSA/USAID Unit, it was noticed that 28%
premium was paid over CSR 2009 instead of 20% which resulted into
overpayment of Rs.4,190,000. (Annex-E)

The excess payment was made due to weak internal controls.
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When pointed out in February, 2015, the department replied that excess
rate was allowed because all the schemes were located in far flung areas
involving double/triple carriage.

In the DAC meeting held in January, 2016, the case was referred to
Finance Department for opinion. Finance Department further referred the
matter to KP Public Procurement Regulatory Authority (KPPRA). The KPPRA
authorities opined that the schemes were exec