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يقيناً ہم نے جو کچھ زمين پر ہے اس کے لئے زينت کے طور پر بنايا ہے تاکہ ہم انہيں آزمائيں کہ ان ] 18:8[
 ميں سے کون بہترين عمل کرنے واال ہے۔

 

[18:8] Verily, We have made all that is on the earth as an ornament for it, that we may try them as to which of 

them is best in conduct.  

(The Holy Quran : Chapter 18: Al‐Kahf) 
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PREFACE 

 Under Article 171 of the Constitution of the Islamic Republic of Pakistan, 1973, the reports of 

the Auditor General for the year 2006-07 were laid in the National Assembly on 24th December, 2008 and 

then referred to Public Accounts Committee for examination. The Public Account Committee has a highly 

technical and sensitive mandate. The Auditor General of Pakistan is a constitutional office established to 

maintain the accounts of Federation and provide an independent professional opinion on federal 

spending. The report of Public Accounts Committee is the final act in an elaborate system through which 

the directly elected chamber receives a detailed report on the actual utilization of money granted by it for 

the operation of the federal government. The Public Accounts Committee being an integral part of the 

National Assembly, through parliamentary oversight, examines the accounts showing the appropriation 

of sums granted by the Assembly for the expenditure of Government, the Annual Finance Account of 

Government, the Report of the Auditor General of Pakistan and such other matters as the Minister for 

Finance refers to it. The PAC is to satisfy that the monies shown in the accounts as having been disbursed 

were legally available to the service or purpose to which they had been applied or charged. The PAC 

conducts supervision in consonance with the functions enumerated in Rule203 of National Assembly of 

Pakistan’s Rules of Procedure and Conduct of Business, 2007.  
  

On resignation of Ch. Nisar Ali Khan, Leader of the Opposition, in the National Assembly from 

the Chairmanship PAC, Mr. Nadeem Afzal Gondal was unanimously elected as the Chairman of Public 

Accounts Committee to perform heavy duty cast on the shoulders of the PAC and its members. 
 

Soon after election of the Chairman, PAC took the Audit Reports and appropriation accounts of 

the Federal Government for two years i.e 2004-05 and 2006-07 and held continual meetings to complete 

the examination of the Auditor General’s Reports and appropriation accounts.  The Committee was also 

saddled to look into three years implementation status of the erstwhile directives. Plethora of important 

issues of public and national importance came up during the proceedings and after thorough discussion 

was set at rest with political acumen and sagacity.  

 Mr. Nadeem Afzal Gondal, Chairman, PAC and all the Members of the Committee accomplished 

this voluminous task through their concerted efforts. Their sincere and devoted endeavors deserve 

appreciation, acclaim and commendation. I am sanguine that this exercise will be a pole star for future 

inputs of the like nature.  

 I also deeply acknowledge the active collaboration and contribution of the PAC Staff in 

arranging frequent meetings for facilitating the PAC and timely compilation of the Report.  

 

 

 

( KARAMAT HUSSAIN NIAZI ) 
Secretary, 

National Assembly Secretariat, 
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INTRODUCTION 
   
 Parliamentary control over public finance in Pakistan is exercised in two stages: the ‘proposals 

stage’ and the ‘results stage’. At the first stage, the Government comes forth with a Budget proposal for 

the National Assembly’s approval. The Government must get the financial nod of the Public 

representatives to give effect to its policies and programmes. The second stage relates to the control 

over the expenditure of public money. This is the stage where the PAC comes into picture when it 

examines the accounts of the Federal Government compiled by the Controller General of Accounts 

(CGA) and the reports of the Auditor General of Pakistan. This process assigns responsibility to the 

public representatives to keep a check on public expenditure. Under Article 171 of the Constitution of 

the Islamic Republic of Pakistan, the Auditor General of Pakistan submits Annual reports to the 

President who causes them to be laid before the National Assembly. For a detailed scrutiny, these 

reports are referred to the Public Accounts Committee.  

1.2 As a rule, no money granted by the National Assembly can be spent on any service over and 

above for the specified purpose. Excess expenditure, if any, is viewed seriously. The PAC examines with 

reference to the facts of each case, the circumstances leading to any excess expenditure and makes 

appropriate recommendations.  

1.3 Audit plays an important and primary role in promoting and strengthening the legislative 

oversight to enhance transparency and improve the efficiency and effectiveness of all Government 

activities. Audit follow-up is an integral part of good financial management of public funds, and is a 

shared responsibility of executive management officials and auditors. Corrective action taken by 

management on resolved findings and recommendations is essential to improve the effectiveness and 

efficiency of Government operations. Each Ministry should establish systems to assure prompt and 

proper follow-up of audit paras and implementation of audit recommendations. 

1.4 It is a precedent that DAC is always comprised of the  Principal Accounting Officer as 

Chairman and the D.G Audit, the Financial Advisor/Deputy Financial Advisor and the Chief Finance 

and Accounts Officer of concerned Ministry/Division as Members.  
 

1.5 As per previous practice all the issues were discussed at the DAC level and the paras and 

grants which could not be finalized at the DAC level were presented to the PAC for examination. The 

Parliamentarians representing different parties exercised their role in the Parliamentary oversight of 

public finance.  

1.6 The present Public Accounts Committee was re-constituted in April, 2012 which was composed 

of twenty three (23) members of the National Assembly and the Minister for Finance and Revenue as ex-

officio member. 

 1.7  The MNA, Mr. Nadeem Afzal Gondal, PPP was elected unopposed and unanimously as 

the Chairman of Public Accounts Committee, before the Public Accounts Committee was non-functional 

for almost seven months.  

1.8 The PAC examined 189 Grants and 1580 Paras (2006-07).  

************* 



Composition of the Public Accounts Committee 

 
iii 

 

 

 

         

                Mr. Nadeem Afzal Gondal, MNA/Chairman (PAC) 

   

 

 

                                               Syed Ghulam Mustafa Shah               Mr. Aftab Shahban Mirani      Mr. Zahid Hamid          Mr. Saeed Ahmed Zafar    

 

 

 

                                  Khawaja Mohammad Asif       Mrs. Rukhsana Bangash    Mr. Riaz Fatyana          Mr. Noor Alam Khan         

   

 

 

 

                                     Sardar Ayaz Sadiq          Mrs. Asiya Nasir                Mrs. Yasmeen Rehman       Ch. Saeed Iqbal 

 

 

 

                                  Mr. Noor‐ul‐Haq Qadri             Mr. Abid Sher Ali           Mr. Abdul Rashid Godil     Eng. Khurram Dastagir Khan           

 

 

 

      Mr. Hamid Yar Hiraj         Mr. Akram Masih Gill     Mr. Wasim Akhtar            Dr. Attiya Inayatullah                

 

 

 

 

                                          Mr. Asfandaryar Wali            Syed Ali Musa Gillani                           



iv 
 

 

EXECUTIVE SUMMARY  

 As Chairman of the Public Accounts Committee, I am pleased to present the 

Report of the Public Accounts Committee on the accounts of the Federation for the 

year 2006-07. The Auditor General report for 2006-07 was tabled in the House on 

the 24th December, 2008 and subsequently referred to the PAC for examination.                                  

2. During the period of nine months, the14th PAC examined the Appropriation Accounts and Audit 

Reports of 2006-07, Fifty five (55) Ministries, Divisions and Departments appeared before the PAC and 

sixty nine (69) sessions of the PAC were held to accelerate strategic planning, create transparency in 

accountability and to guide the institutions on corrective course. The Committee completed its task with 

devotion.  

3. During the tenure of the current PAC, from May, 2012 to December, 2012 the Auditor 

General’s Department verified recoveries of Rs. 19.5 billion, the website of the PAC was completed, the 

issues between the organizations which were lying in pending were resolved, compliance of previous 

PAC directives was ensured, organizations and departments who had previously referred to be audited 

by AGP were compelled  to submit their accounts for audit, encroached lands in many cases were got 

vacated and financial/ management systems were streamlined and improved . 

4. All the Principal Accounting Officers were directed to hold regular DACs in advance before 

appearing in PAC, inform the PAC about the pending litigation in the Courts of Law, and send Audit 

briefs to the Committee at least 24 hours in advance. The PAC instructed that no institution should 

consider itself as being superior to the Parliament.  

5. The PAC kept a regular check on the progress of implementation of previous directives issued 

by the previous PACs. 
 

ISSUES OF ACCOUNTS 

6. While examining the Appropriation Accounts and Audit Reports, the PAC observed the 

following issues:-  

 “financial indiscipline”, 

 violation of financial rules,  

 official negligence, 

 financial mismanagement, 

 non-maintenance of record,  

 huge savings and excesses, 

 non-surrender of savings in time, 

 late releases of funds by the Ministry of Finance,  
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 intentional delays in regularization of cases,  

 FIA, NAB and Court Cases in a number of Ministries. 

 not holding DACs on regular basis, 

  non-implementation of PAC previous Directives in given time period. 

 
 

ISSUES OF PUBLIC INTEREST 
 

7.   The Public Accounts Committee discussed and covered all the important issues, keeping in 

view the fact that due to various forms of irregularities, unfair means and corrupt practices, public of 

Pakistan has suffered a lot. The PAC, in its sessions, discussed matters of public interest pertaining to 

Government Departments, their roles, functions, responsibilities, achievements and draw backs and tried 

to overcome the shortcomings for the benefit of the country. Some of the public issues are as under; 
 

 Not fulfilling codal formalities in a tender to invite expression of interest on the project titled 

Gems 2000, 
 

  Misuse of project vehicles after Monetization Policy, 

 NHA’s failure to blacklist a number of companies that had earned billions of rupees through 

corrupt practices, 

 Writing-off loans during the last 8- years and violation of  procedures /Rules and Regulations 

for awarding of loans by Commercial Banks/National Bank of Pakistan, including under 

Seaban Loan Scheme, 

 Mismanagement in Hajj arrangements of Pakistani Pilgrims in Makhah and Madina in 2010, 
  

 Irregular payment of House Rent allowance to officers in the  Steel Mills in addition to 

provision of official accommodation allotted by Ministry of Housing & Works.       

 Irregularities in PTA, 

 Issuance of fiscal SROs by various Ministries/Divisions, 

 Issue of Tyno cough Syrup/Briefing on licensing and registration of drugs/medicines causing 

death and loss of some precious lives by using low quality of Tyno SF Cough Syrup in Lahore. 

 Inspite of spending billions in Gas sector, the country was facing acute shortage of  gas, 

 Unscheduled and unannounced load-shedding, 

 huge losses due to theft of transformers and coils, 

  not adopting “standard operating procedure”,  

 Non- implementation of pervious PAC Directives, 

 Irregular expenditures of Rs 1.252 million on account of hiring vehicles without open 

competition in Ministry of Information and Broadcasting, 

 Irregular promotion in NESPAK by Managing Director without keeping in view the Criteria / 

recommendation of the Divisional Head, 
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 Irregularities in inductions in NFC,  

 for not maintaining accounts in Export Processing Zone Authority (EPZA), 

 Allotments of multiple  plots to Government employees, 

 Non-appearance of Registrar of Supreme Court of Pakistan before the PAC, 

 Issue of government departments, autonomous/semi-autonomous bodies and public sector 

enterprises, refusing statutory audit by the office of the Auditor General of Pakistan, such as 

NBP, PTCL, PTA, Wah Nobels Private Ltd. POF Welfare Trust, SECP,  DHA etc,  

 Leasing of 103 acres to 141 acres Railways prime Land, 

 Sale of Pakistani land of Embassies in Jakarta and Tokoyo at nominal rates, 

  Issuance of blue/official passport to private citizens, 

 Issue of missing 5634 passports and purchase of helicopter worth Rs.50 million. 

 Settlement of outstanding dues of the FWO and NHA, 
 

 Disparities in the Pay Structure of various Federal Government Departments, 

 Issue of the  production of Interferon Injection by two centers CEMB & CAMB (M/o Science & 

Technology).  

 Purchase of hundred business plans at the rate of US$ 2000 each and not spending rupees 

eight hundred million to purchase computer hardware for the Government Departments. 

 Purchase of vehicles worth Rs.2.77million for use of Federal Minister for Railways and 

spending of Rs.4.013 million on accounts of POL and CNG at the time when Pakistan Railways 

was suffering from serious financial crisis, 

 Issue of Construction of a Guest House in 2005 at the cost of Rs.4.158 million in D.G Khan 

without taking approval of NTC board. 
                         

 

8. PAC constituted four Special Sub-Committees. A Sub-Committee on Auto Industry under the 

Convener-ship of Mr. Hamid Yar Hirij, MNA was constituted on 24-05-2012.  
 
 

 

9. Sub-Committees under the Convener-ship of Mr. Zahid Hamid, MNA on Audit paras 1.3, 1.6, 

1.7, 1.8 & 1.9-AR-2004-05 under Cabinet Division were constituted on 22-05-2012 & 04-06-2012. A 

Special Sub-Committee under the Convener-ship of Mrs.Yasmeen Rehman, MNA on NESPAK was 

constituted on 9th & 19th October, 2012 
 

 

 

10. Special Sub-Committees under the Convener-ship of Mrs.Yasmeen Rehman, MNA on 

examination of Appropriation Accounts/Audit Reports/Special Audit Reports etc for the year 2002-03 & 

2003-04 and examination of remaining/left over appropriations accounts/audit reports etc for the years 

2004-05 & 2006-07 were constituted on 17-07-2012 and 23-10-2012. 
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RECOMMENDATIONS:- 
 

11. All the above issues were discussed in detail and the following recommendations were made:- 

 Every Ministry should hold meetings of Departmental Accounts Committee (DAC) on regular 

basis. 

 Financial discipline and rules should strictly be followed by the Ministries, Departments and 

Divisions and rules should be framed on an urgent basis where lacking. 

 The Principal Accounting Officer should be fully equipped with complete record before 

appearing in the Public Accounts Committee.  

 The Financial Management System should be strengthened to ensure zero saving and zero 

excess. 

 Fraud and court cases should be given serious and personal attention by the PAO.   

 Human resource dealing with the Accounts, Budget should be skilled and trained for such 

assignments to control the budgetary system. 

 The Committee also recommended that it was the duty of Federal Ministers, Ministers of State, 

MNAs,  Senators and PAOs that the facilities provided to them are as per their entitlement and 

should not be beyond their ceilings. Violations on this account depict financial irresponsibility.  

 The FIRs of theft cases, cases referred to FIA and NAB should be dealt on priority basis to 

discourage wrong doers. 

 It was also recommended that to enhance the financial condition of the Government exchequer, 

the cases pending with court for more than three years should be finalized expeditiously. For 

this purpose adhoc arrangements from the Government for the help of judiciary will be highly 

appreciated.  

 The rules laid down in GFRs and PPRA need to be emphasized by the PAOs in respective 

Departments and Organizations.  Beside this it was observed that the rules framed by the 

departments were in conflict with directions given by the Ministry of Finance and Establishment 

Division. 

 Government vehicles, their fuel expenditure and maintenance are Governments assets, it should 

not be ignored while concentrating on other major issues. 

 All Organizations receiving public funds or established in the name of Government will get 

their accounts audited by the Auditor General of Pakistan under the Article 170-2 (after the 

passage of 18th Amendment). 

 The Chairman, Pakistan Steel Mills to formulate the future business plans with the cooperation 

of the private sector.  

 Special and Performance Audit Report for a  few organizations including the NESPAK, the 

Utility Stores Corporation and Access to Justice Program (US$ 350 million). 
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 The Monetization policy be implemented in letter and spirit. The names of officers who had not 

submitted the requisite certificates should be forwarded to the Establishment Division for 

initiating disciplinary action. Audit of the Implementation of Monetization of Vehicles Policy 

during its first six months be carried out to ensure its  implementation in  letter and spirit.    

 The expenditure should not be, prima facie, more than the demand;   

 No authority should exercise power of sanctioning expenditure to pass an order that would be 

directly or indirectly disadvantageous to the national exchequer.  

 Ministry of Housing & Works and Establishment Division to prepare a data base indicating 

plots and lands allotted to the Federal Government employees. The policy of allotment of a 

second plot under the Prime Minister’s special package for BS-22 officers be discontinued. 

 CDA may come up with schemes for provision of flats to its employees instead of plots. 

 Allotments of Agricultural land to Military Officers should be stopped.  

 Government shall  consider appropriate measures for cancellation/refunding of  the  price of 

plots allotted under Prime Minister Special Assistance Package or under the age-wise seniority 

scheme to officers who have been allotted more than two plots anywhere in Pakistan, and 

transfer from one sector to the other sector. The affidavit submitted by employees in connection 

with allotments of plots be scrutinized. Except above, plots under the Prime Minister’s special 

assistance package already allotted to the Federal Secretaries including Secretaries, Senate 

and National Assembly shall not be cancelled.   

 The Committee recommended to produce interferon injection by the two centers CEMB and 

CAMB under the guidance of Dr. Riaz-ud- Sheikh, Ex-Project Director.   

 Irregular promotions in the NESPAK should be reverted. 

 Measures be taken to check and control medicines having harmful effects on users/patients. 
 

12. I pay my special compliments and thanks to the Honourable Speaker, Dr. Fehmida Mirza for 

her continuous support and encouragement during the period. 
 

13. I cordially thank all the PAC members for taking special interest and actively participating in 

the PAC sessions, resolving public interest issues, recovering the Government money and investing 

their precious time to conduct hectic and lengthy hours working of PAC sessions. I owe the 

achievements of the PAC to all of my PAC colleagues because without their cooperation, it would not 

have been possible to complete the task within a short period of time.   

14. Mrs. Yasmeen Rehman, MNA deserves special thanks for chairing the PAC sessions from              

23rd October, 2012 to 25th October, 2012 and for presiding over Sub-Committees and submitting 

valuable recommendations to the PAC.   
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15. My special thanks to the Auditor General, Mr. Buland Akhtar Rana, the Additional Auditor 

General of Pakistan, Mr. Tanweer Ahmed and their team and the Accountant General Pakistan 

Revenues,  Mrs. Farah Ayub Tareen, and Director General Mr. Javed Iqbal who worked hard to 

accomplish this task. 

16. I also appreciate the efforts of the Principal Accounting Officers (PAOs) who cooperated with 

the Audit department, held their DAC’s in time and implemented the PAC Directives.   
 

 

17. I must acknowledge the hard work and efforts of the PAC Secretariat including Qamar Sarwar 

Abbasi, Roomana Gul Kakar,  Mr. Salamat Ali, Ms. Hafsah Mahvish, Mr. Nisar Ahmad, Mr. M. Asif 

Khan, Mr. M. Channar, Mr. M. Sohail, Mr. Shabbir Ahmed, Mr. Shahid Yaqoob, Mr. M. Farooq, Mr. 

Adil Razzaq, Mr. M. Irfan, Mr. Zafar Ahmed, Mr. Masood Iqbal, Mr. Sahib Khan and my personal 

staff, Mr. Zafar Ranjha who worked with great zeal and zest  in scheduling, arranging and coordinating 

frequent PAC working sessions. 
 

18. The support from the Secretary, National Assembly, Mr. Karamat Hussain Niazi remained 

undoubtedly outstanding, which was blended with his experience and wisdom.  
 

19. I appreciate the efforts of Media representatives who worked equally hard with their full 

devotion and highlighted all important issues discussed by the PAC. 
 

20.     My special appreciation for Deputy Secretary, PAC, Ms. Roomana Gul Kakar who worked with 

me with her fullest sincerity and honesty. Her articulation, tactfulness, punctuality, leadership qualities, 

Command over subjects under debate and review and team work remained the key to success in 

completion and compilation of this Report.  
 

21. I earnestly hope that suggestions, directives and recommendations made by the Public Accounts 

Committee (PAC) shall be implemented by the respective Ministries, Divisions and Departments and 

financial, administrative and operational performance will be improved in the Federal Government and 

the Excess Budget Statement for the year 2006-07 shall be regularized in accordance with the provisions 

of the Constitution.  

 

                                         

 
 

                               
                        (NADEEM AFZAL GONDAL) 

                                MNA/Chairman  
                             Public Accounts Committee 

(KARAMNAT HUSSAIN NIAZI) 
Secretary, 
National Assembly of Pakistan, 
Islamabad. 
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EXCESS BUDGET STATEMENT FOR THE YEAR 2006-07 
 

S.# Name of 
Ministry/Division/
Department and 
Date of Meeting  

Grant No.& Name of 
Grant  

Original Grant  Supplementary 
Grant  

Final Grant  Actual 
Expenditure  

Excess PAC Recommendations 

 1 2 3 4 5 6 7 8 
 

01 
 
Cabinet Division  
15-05-2012 
 
 
 
 
 
 
 
27-09-2012 

 
2 -    Cabinet Division   
        (OTC) 

 
1,073,881,000 

 
313,733,000 

 
1,387,614,000 

 
1,461,128,894 

 
73,514,894 

 
The Committee recommended the 
excess for regularization  
 

 
3  -   Emergency Relief   
        & Repatriation   
        (OTC)  
 

 
61,423,000 

 
394,360,000 

 
455,783,000 

 
906,060,626 

 
450,277,626 

 
The Committee recommended the 
excess for regularization  

 

 
87 -  Local Government   
        and Rural  
        Development  
        Division (OTC) 
 

 
71,636,000 

 
2,000,000 

 
73,636,000 

 
73,889,683 

 
253,683 

 
The Committee recommended the 
excess for regularization  
 

 
02 

 
M/o Capital 
Administration & 
Development  
09-01-2013 
 

 
56 -  Medical Services 
        (OTC) 

 
3,035,271,000 

 
704,000 

 
3,035,975,000 

 
3,106,743,727 

 
70,768,727 

 
The Committee recommended the 
excess for regularization  
 

 
107- Social Welfare &      
        Special Education  
        Division (OTC) 
 

 
5,282,695,000 

 
435,203,000 

 
5,717,898,000 

 
5,721,582,205 

 
3,684,205 

 
The Committee recommended the 
excess for regularization  
 

 
03 

 
M/o Commerce 
12-06-2012 

 
129- Development 
        Expenditure of 
        Commerce Division 
        (OTC) 
 

 
910,876,000 

 
-- 

 
910,876,000 

 
1,212,279,918 

 
301,403,918 

 
The Committee recommended the 
excess for regularization  
 

 
04 

 
M/o Defence 
07-06-2012  

 
21-   Defence Division 
        (OTC) 
 

 
1,724,768,000 

 
381,000 

 
1,725,149,000 

 
1,816,237,320 

 
91,088,320 

 
The Committee recommended the 
excess for regularization  
 

 
24-   Federal Govt. 
        Educational 
        Institutions in  
        Cantonments and  
        Garrisons  (OTC) 
 

 
1,151,794,000 

 
-- 

 
1,151,794,000 

 
1,192,960,115 

 
41,166,115 

 
The Committee recommended the 
excess for regularization  
 
 
 
 

 
25 -  Defence Services  
        (OTC) 
 

 
248,369,568,000 

 
2,614,673,000 

 
250,984,241,000 

 
256,543,363,020 

 
5,559,122,020 

 
The Committee recommended the 
excess for regularization  
 
 

 
05 

 
Economic Affairs 
Division  
01-08-2011 

164- External  
        Development  
        Loans and  
        Advance by the  
        Federal Govt.  
        (Charged) 

 
24,024,527,000 

 
-- 

 
24,024,527,000 

 
55,338,477,940 

 
31,313,950,940 

 
The Committee recommended the 
excess for regularization  
 



 xi

S.# Name of 
Ministry/Division/
Department and 
Date of Meeting  

Grant No.& Name of 
Grant  

Original Grant  Supplementary 
Grant  

Final Grant  Actual 
Expenditure  

Excess PAC Recommendations 

 1 2 3 4 5 6 7 8 
 
---     Servicing of  
         Foreign Debt   
         (Charged)  
 

 
48,720,712,000 

 
-- 

 
48,720,712,000 

 
49,454,752,018 

 
734,040,018 

 
The Committee recommended the 
excess for regularization  
 

 
---     Foreign Loans  
         Repayment  
        (Charged) 
  

 
56,335,998,000 

 
-- 

 
56,335,998,000 

 
56,935,635,936 

 
599,637,936 

 
The Committee recommended the 
excess for regularization  
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Establishment 
Division    
30-07-2012 

 
5 -    Establishment  
        Division (OTC) 
 

 
592,351,000 

 
48,061,000 

 
640,412,000 

 
641,557,317 

 
1,145,317 

 
The Committee recommended the 
excess for regularization  
 

 
6 -     Federal Public  
         Service      
         Commission   
         (OTC) 
 

 
149,719,000 

 
400,000 

 
150,119,000 

 
150,221,511 

 
102,511 

 
The Committee recommended the 
excess for regularization  
 

 
07 
 
 
 
 

 
FATA Secretariat 
13-11-2012  

 
111-   Federally  
          Administered  
          Tribal Areas  
          (OTC)   
 

 
4,402,633,000 

 
525,917,000 

 
4,928,550,000 

 
5,722,244,552 

 
793,694,552 

 
The Committee referred the grant 
to AGPR for verification and report 
within 15 days. 
 
 

 
158-   Development  
          Expenditure of  
          Federally  
          Administered  
         Tribal Areas (OTC) 
   

 
6,200,000,000 

 
1,803,386,000 

 
8,003,386,000 

 
8,011,796,382 

 
8,410,382 

 
The Committee recommended the 
excess for regularization  subject to 
verification by Audit. 
 

 
08 

 
Federal Tax 
Ombudsman 
Secretariat  
03-07-2012 

 
---      Federal Tax  
          Ombudsman      
          (Charged)  

 
42,642,000 

 
-- 

 
42,642,000 44,338,629 

 
1,696,629 

 
The Committee recommended 
the excess for regularization. 
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Finance Division  
19-07-2011 

 
37 -    Controller  
          General of  
          Accounts (OTC) 
 

 
1,191,916,000 

 
1,000 

 
1,191,917,000 

 
1,226,568,500 

 
34,651,500 

The Committee recommended 
the excess for regularization 
with the direction that PAO may 
ensure good budgeting 
practices so that there is no 
saving and no excess. 

 
41 -    Superannuation  
          Allowances &  
          Pension (OTC) 

 
43,250,969,000 

 
-- 

 
43,250,969,000 

 
46,784,413,474 

 
3,533,444,474 

 
The Committee recommended 
the excess for regularization 
with the observation that there 
was a huge excess of Rs. 3 
billion, which is not acceptable 

166-   Development  
           Loans &  
           Advances by the  
           Federal Govt.   
           (OTC)  

 
42,584,700,000 

 
970,760,000 

 
43,555,460,000 

 
45,104,931,236 

 
1,59,471,236 

 

The Committee recommended the 
excess for regularization with the 
direction that PAO may ensure good 
budgeting practices so that there is 
no saving and no excess. 
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---        Servicing of  
            Domestic Debit  
            (Charged) 
 

 
190,785,072,000 

 
96,677,428,000 

 
287,462,500,000 

 
326,892,421,985 

 
39,429,921,985 

 
The Committee recommended 
the excess for regularization 
with the direction that PAO may 
ensure good budgeting 
practices so that there is no 
saving and no excess. 
 

 
---        Audit (Charged) 
 

 
852,603,000 

 
163,855,000 

 
1,016,458,000 

 
1,020,423,415 

 
3,965,415 

 
The Committee recommended 
the excess for regularization 
with the direction that PAO may 
ensure good budgeting 
practices so that there is no 
saving and no excess. 
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Higher Education 
Commission 
28-06-2012 
 
 
 

 
30 -      Higher  
             Education  
             Commission 
             (OTC)      
 

 
11,280,386,000 

 
2,300,870,000 

 
13,581,256,000 

 
14,333,390,737 

 
752,134,737 

 
The Committee pended the 
grant. 
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M/o Human 
Resource 
Development  
04-09-2012 

 
83 -       Other  
             Expenditure of  
             Labour and  
             Manpower  
             Division (OTC)  

 
6,228,501,000 

 
6,000 

 
6,228,507,000 

 
6,229,828,890 

 
1,321,890 

 
The Committee recommended the 
excess for regularization  
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M/o Information & 
Broadcasting  
16-05-2012 

 
67 -     Press Information 
           Department  
           (OTC) 
 

 
168,164,000 

 
701,000 

 
168,865,000 

 
174,016,066 

 
5,151,066 

 
The Committee recommended the 
excess for regularization  
 

 
68  -    Information  
            Services Abroad  
            (OTC) 
 

 
208,396,000 

 
800,000 

 
209,196,000 

 
234,652,701 

 
25,456,701 

 
The Committee recommended the 
excess for regularization  
 

 
69 -      Other  
            Expenditure of       
            Information &  
            Broadcasting  
            Division (OTC) 
 

 
1,763,958,000 

 
191,288,000 

 
1,955,246,000 

 
1,964,895,000 

 
9,649,000 

 
The Committee recommended the 
excess for regularization  with the 
direction that AGPR will re-
examine and verify details of 
surrender and supplementary grant.  
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M/o Interior  
29-06-2012  
 
 
 
 
 

 
72 -      Islamabad  
            (OTC) 
 

 
2,190,611,000 

 
206,010,000 

 
2,396,621,000 

 
2,566,170,192 

 
169,549,192 

 
The Committee recommended the 
excess for regularization  
 

 
73 -      Passport  
            Organization  
            (OTC) 

 
293,601,000 

 
1,000 

 
293,602,000 

 
294,308,046 

 
706,046 

 
The Committee recommended the 
excess for regularization  
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20-11-2012 
 
 
 

 
74 -      Civil Armed  
            Forces (OTC) 
 

 
8,752,494,000 

 
242,100,000 

 
8,994,594,000 

 
9,361,163,309 

 
366,569,309 

 
The Committee recommended the 
excess for regularization  
 

 
75 -      Frontier  
            Constabulary  
            (OTC) 
 

 
1,757,900,000 

 
105,353,000 

 
1,863,253,000 

 
1,999,253,620 

 
136,000,620 

 
The Committee recommended the 
excess for regularization  
 

 
76 -      Pakistan Coast  
            Guards (OTC) 
 

 
356,670,000 

 
35,002,000 

 
391,672,000 

 
395,782,458 

 
4,110,458 

 

 
The Committee recommended the 
excess for regularization  
 

 
 

 
 

 
77 -      Pakistan  
            Rangers (OTC) 
 

 
4,581,602,000 

 
45,148,000 

 
4,626,750,000 

 
5,020,659,744 

 
393,909,744 

 
The Committee recommended the 
excess for regularization  
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M/o Kashmir Affairs 
& Gilgit-Baltistan 
14-11-2012 

 
79 -     Kashmir Affairs  
           & Northern  
           Areas Division  
           (OTC) 
 

 
166,300,000 

 
84,333,000 

 
250,633,000 

 
251,231,032 

 
598,032 

 
The Committee recommended the 
excess for regularization  
 

 
81 -     Northern Areas  
           (OTC) 
 

 
2,406,693,000 

 
293,376,000 

 
2,700,069,000 

 
2,959,693,875 

 
259,624,875 

 
The Committee recommended the 
excess for regularization  
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M/o Narcotics 
Control  
28-06-2012 

 
152-    Development  
           Expenditure of  
           Narcotics Control  
           Division (OTC) 
 

 
144,910,000 

 
185,800,000 

 
330,710,000 

 
332,639,884 

 
1,929,884 

 
The Committee recommended the 
excess for regularization  
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M/o National 
Heritage & 
Integration  
25-09-2012 
 

 
20 -     Other  
           Expenditure of  
           Culture &  
           Sports Division  
           (OTC) 
 

 
398,787,000 

 
85,600,000 

 
484,387,000 

 
532,946,417 

 
48,559,417 

 
The Committee pended the 
grant. 
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Pakistan Atomic 
Energy 
Commission  
28-06-2012 

 
163-    Capital Outlay on  
           Development of  
           Atomic Energy  
           (OTC) 
 

 
10,238,780,000 

 
-- 

 
10,238,780,000 

 
14,654,975,000 

 
4,416,195,000 

 
The Committee recommended the 
excess for regularization  with 
displeasure. 
 
 

 
18 

 
M/o Petroleum & 
Natural Resources 
15-08-2011  

 
153-    Development  
           Expenditure of  
           Petroleum and  
           Natural  
           Resources   
           Division (OTC) 
 
 

 
145,380,000 

 
3,148,320,000 

 
3,293,700,000 

 
7,194,900,000 

 
3,901,200,000 

 
The Committee recommended the 
excess for regularization  
 



 xiv

S.# Name of 
Ministry/Division/
Department and 
Date of Meeting  

Grant No.& Name of 
Grant  

Original Grant  Supplementary 
Grant  

Final Grant  Actual 
Expenditure  

Excess PAC Recommendations 

 1 2 3 4 5 6 7 8 
 

19 
 
Planning & 
Development 
Division  
06-09-2012 

 
96 -     Planning &  
           Development  
           Division  (OTC)  
 

 
260,786,000 

 
39,121,000 

 
299,907,000 

 
310,521,597 

 
10,614,597 

 
The Committee recommended the 
excess for regularization  subject to 
satisfaction of AGPR. 
 

 
20 

 
M/o Postal 
Services  
11-07-2012 

 
18 -      Pakistan Post  
            Office  
             Department  
            (OTC) 
 

 
4,920,000,000 

 
-- 

 
4,920,000,000 

 
5,409,041,166 

 
489,041,166 

 

 
Not discussed by the PAC. 

 
21 

 
M/o Railways  
12-07-2012 

 
101-     Pakistan  
            Railways  
            (Charged) 
 

 
6,437,181,000 

 
843,365,000 

 
7,280,546,000 

 
8,791,339,526 

 
1,510,793,526 

 
The Committee recommended 
the excess for regularization by 
expressing displeasure on poor 
financial management. 
 

 
22 

 
Revenue Division  
25-07-2011 

 
44 -      Revenue  
             Division (OTC) 
 

 
81,627,000 

 
2,000 

 
81,629,000 

 
83,916,928 

 
2,287,928 

 
The Committee recommended 
the excess with the observation 
that it was not expected from 
FRBR to ignore financial rules 
and discipline. Zero saving and 
zero excess should be ensured.. 
 

 
23 

 
M/o Science & 
Technology  
07-12-2012 

 
105-      Scientific &  
             Technological  
             Research  
             Division (OTC) 
 

 
146,907,000 

 
2,000 

 
146,909,000 

 
181,208,778 

 
34,299,778 

 
The Committee recommended the 
excess for regularization  
 

 
24 

 
M/o States & 
Frontier Regions  
25-09-2012 
 

 
110-      Frontier  
             Regions (OTC) 
 

 
1,599,536,000 

 
2,750,000 

 
1,602,286,000 

 
1,977,435,901 

 
375,149,901 

 
The Committee recommended the 
excess for regularization  
 

 
25 

 
Statistics Division 
04-09-2012  

 
28 -       Statistics  
              Division (OTC) 
 

 
519,700,000 

 
14,613,000 

 
534,313,000 

 
536,006,556 

 
1,693,556 

 

 
The Committee recommended the 
excess for regularization  
 

 
26 

 
Wafaqi Mohtasib 
Secretariat  
03-07-2012 

 
---          Wafaqi  
              Mohtasib  
              (Charged) 
 

 
108,315,000 

 
9,800,000 

 
118,115,000 

 
119,820,826 

 
1,705,826 

 
The Committee recommended the 
excess for regularization  
 

 
27 

 
M/o Inter-Provincial 
Coordination 
(M/o Tourism)  
23-01-2013 

116 -  Other Expenditure 
           of Tourism 
           Division (OTC) 
 

 
69,901,000 

 
25,000,000 

 
94,901,000 

 
99,956,419 

 
5,055,419 

 
The Committee recommended the 
excess for regularization  
 

 
28 

 
M/o Education and 
Training  
(M/o Youth Affairs)  
24-01-2013 

162 -   Development  
            Expenditure 
            of Youth Affairs 
             Division  (OTC) 
 

 
18,181,000 

 
-- 

 
18,181,000 

 
23,558,000 

 
5,377,000 

 
The Committee recommended the 
excess for regularization  
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CABINET DIVISION 
2006-07 

1. OVERVIEW 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the Cabinet 

Division were examined by the PAC on 15th May, 2012, 20th June, 2012,  5th July, 2012,                      

31st July, 2012 , 7th August, 2012 11th December, 2012, 3rd January, 2013 and subsequently on 

24th January, 2013. During the 1st round of PAC meeting the Committee issued its directions. 

Other rounds of PAC meetings were held to ensure the implementation of PAC directives issued 

during the previous rounds. 
 

1.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations to pursue the court cases 

vigorously, recover the balance amount and ensure the implementation of PAC diretives. 
 

1.2    Eleven grants and Eighty Three paras were presented by the AGPR and Audit. 
 

1.3 Ten grants were settled with the direction that there should be zero saving and zero 

excess in future.  
 

1.4  The Committee settlled Eighty one paras on the justification given by the PAO. Some of 

the recoveries were also made during the series of PAC meetings. 
 

1.5 The Committee also directed the PAO to recover the balance amount and verify the 

recovery from the Audit and submit report to the PAC and in one para the PAC directed 

the PAO to hold an inquiry and also get the view point of Ex-Federal Minister in the 

matter and disciplinary action be initiated against the officer who provided the vehicle to 

the Minister for Health.  

1.6 Regarding pending court cases PAC was informed that there were 1133 such cases. 
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CABINET DIVISION 
ACTIONABLE POINTS 

 

Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 15th May, 2012, 20th June, 2012, 5th July, 2012, 31st July, 2012 , 7th August, 2012,                         

11th December, 2012, 3rd January, 2013 and subsequently on 24th January, 2013, regarding 

Appropriation Accounts, Audit Report of Federal Government and Audit Report Public Sector 

Enterprises for the year pertaining to Cabinet Division were summarized as under:- 
 

APPROPRIATION ACCOUNTS CIVIL VOL-I-2006-07 

1. a) GRANT NO. 1 – CABINET DIVISION SAVING RS 9459118 
 
b) GRANT NO. 2 – CABINET DIVISION EXCESS OF RS.73514894/ 

 
c) GRANT NO. 3 – EMERGENCY RELIEF AND REPATRIATION EXCESS OF 

RS.450277627/ 
 

d) GRANT NO. 4 – OTHER EXPENDITURE OF CABINET DIVISION SAVING OF 
RS.58994033/ 
 

e) GRANT NO. 13 – STATIONARY AND PRINTING SAVING OF RS. 5739937/ 
 

f) GRANT NO. 123 – CAPITAL OUTLAY ON LAND REFORMS SAVING OF 
RS.247000/ 
 

g) GRANT NO. 126 – DEVELOPMENT EXPENDITURE OF CABINET 
DIVISIONSAVING OF RS. 585/ 

 

PAC DIRECTIVE (15-05-2012) 
 

The grants were settled with the direction that there should be zero saving and zero excess in 

future. 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 
MINISTRY OF YOUTH AFFAIRS (DEVOLVED) 

 

 

2. GRANT NO.119- YOUTH AFFAIRS DIVISION  
 

 

The AGPR pointed out that the grant closed with a saving of Rs. 8,416,806 which worked out at 

15.91% of the total grant. An amount of Rs. 3,125,000 (5.90%) was surrendered leaving net 

saving of Rs. 5,291,806 (10.00%).  

PAC DIRECTIVE (24-01-2013) 

The Committee settled the grant.  
 
3. GRANT NO. 162-DEVELOPMENT EXPENDITURE OF YOUTH AFFAIRS DIVISION  

 

The AGPR pointed out that the grant closed with an excess of Rs. 5,377.000 which worked out at 

29.57% of the total grant. A supplementary grant of Rs. 5,377,000 was sanctioned but not 

included in supplementary schedule of authorized expenditure.  

PAC DIRECTIVE (24-01-2013) 
 

The Committee settled the grant. 
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APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 
(MINISTRY OF POPULATION WELFARE (DEVOLVED) 

 

4.  GRANT NO.97 – POPULATION WELFARE DIVISION 
 

 

The AGPR pointed out that the grant closed with a saving of Rs.24,673,795 which worked out 

at 14.35%  of the total grant. An amount of Rs.9,573,255 (5.56%) was surrendered leaving  net 

saving of Rs.15,100,540 (8.78%). A supplementary grant of Rs.1,000 was sanctioned but not 

included in the supplementary schedule of authorized expenditure. 

PAC DIRECTIVE(11-12-2012) 
 

The grant was referred back to DAC with the direction to the PAO to solve this matter with the 

Audit within ten days.  

PAC DIRECTIVE(10-01-2013) 

The Committee settled the grant. 
 

 

 5. GRANT NO.155 – DEVELOPMENT EXPENDITURE OF POPULATION WELFARE DIVISION 
 

 

The AGPR pointed out that the grant closed with a saving of Rs.649,591,332 which worked out 

at 14.86%  of the total grant. An amount of Rs.48,867,945 (1.11%) was surrendered leaving  net 

saving of Rs.598,723,387 (13.70%).  
 

The PAO explained that the business of the Ministry was assigned to different departments and 

they could not hold any meeting with the Audit for want of clear directions by the Cabinet 

Division regarding Audit responsibilities of the department. 

PAC DIRECTIVE(11-12-2012) 
 

The grant was referred back to DAC with the direction to the PAO to solve this matter with the 

Audit within ten days.  

PAC DIRECTIVE(10-01-2013) 

The Committee directed the PAO to arrange a briefing on the subject grant and ensure the 

presence of all concerned from four Provinces. The grant was left pending. 

AUDIT REPORT ON CABINET DIVISION FOR THE YEAR 2006-07 
 

1. PARA 1.1 – RS. 800 MILLION COLLECTED ON BEHALF OF THE FEDERAL 
GOVERNMENT ARE RETAINED BY NATIONAL ELECTRIC POWER 
REGULATORY AUTHORITY (NEPRA) 

 

The Audit stated that presently the NEPRA had more than 800 million rupees in its account. The 

NEPRA had invested Rs 800 million in commercial banks at different profit rates. At the same 

time, the Government was borrowing money from commercial banks / general public to meet its 

expenses. Furthermore, NEPRA Act did not have any provision for investment of surplus fund in 

the commercial banks.  

The Chairman, NEPRA informed the Committee that the requisite record was available with the 

Authority and would be provided to Audit for verification. 

PAC DIRECTIVE (15-05-2012) 

The Committee settled the para. 
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2. PARA 1.2 (PAGE-28-29) AR 2006-07 
DISTRIBUTION LICENSES TO FIVE SMALL POWER PRODUCERS WERE 
GRANTED AFTER FOUR AND A HALF YEARS 

 

The Audit stated that NEPRA besides granting distribution licenses to main distribution 

companies issued distribution license to seven Small Power Producers. NEPRA was required to 

complete the processes of issuing licenses within a reasonable period of time.  

Audit further stated that despite the looming energy crises, approval of licenses took an average 

time frame of four and a half years. 

The Chairman NEPRA informed the Committee that energy was not enough at that time.  An 

inquiry would be conducted and the report of inquiry would be submitted to the Committee and the Audit. 
 

The para was settled subject to inquiry to be carried out for the 4-5 years delay in issuance of 

licences, fixing of responsibility and verification of the said report by Audit in one month’s time.  

When the para came up again on May 15th, 2012, the acting Chairman, NEPRA informed the 

Committee that NEPRA had not delayed the grant of the distribution licenses to SPPs on purpose 

but certain new peculiar factors caused the delay. The five licenses pertained to the year 2002, 

when neither the policy guidelines were clear nor the rules and regulations were clear.  
 

The acting Chairman, NEPRA further informed the Committee that after resolving the issues, 

hindering the grant of distribution licenses, the same was granted immediately. 

The PAO requested the Committee to allow four weeks time to submit an inquiry report to the 

Committee. 

The acting Chairman, NEPRA stated that fortnight inquiry report for the 4-5 years delay in 

issuance of licenses would be submitted to the Committee.  

PAC DIRECTIVE (15-05-2012) 

The Committee pended the para and directed the PAO to hold an inquiry and report to PAC 

within two weeks. 

3. PARA 1.3 – GOVERNMENT OF PAKISTAN’S GUIDELINES IN HIRING THE 
SERVICES OF CONSULTANTS NOT OBSERVED IN NEPRA. 
 

The Audit stated that during the audit period (2004-05 to 2005-06), were NEPRA had hired the 

services of several consultants.  Keeping all stated requirements in view, the contract agreement of 

each consultant had been reviewed 

The Chairman, NEPRA informed the Committee that since the last three years only one 

consultant for 8 to 10 weeks was engaged for specific engagement on the coal based power 

generation, tariff determination, which the department did not have anuexpertise for have.  

The PAO was directed to give detailed justification for the need to engage consultants for routine 

office duty within one month. 

When the matter was taken up again on 15th May, 2012 the PAO informed the Committee that 

total amount paid to NEPRA’s consultants, who were seven in number for three years (from 2004 

to 2007) were Rs.13 million. 
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The PAO further informed that Consultants were hired to work full time and assist the authority 

on complex engineering, financial, legal and technical issues. 

The PAO agreed with the observation raised by Audit on guidelines and assured that the general 

Government guidelines would be followed, which was not followed in this case. 

The acting Chairman, NEPRA informed the Committee that they framed the guidelines for hiring 

of consultants and at present no consultant was working with the organization. 

PAC DIRECTIVE (15-05-2012) 

The Committee directed the PAO to hold an inquiry, fix responsibility and report to PAC within 

one month. The Committee also directed the PAO to inquire either Government SOPs in the 

concerned were adopted or not. 

4. PARA-1.4 (PAGE-33-34) AR 2006-07 
NEPRA HAS LOST Rs 4.1 MILLION DUE TO UNDERSTATED PAYMENTS BY 
PESHAWAR ELECTRIC SUPPLY COMPANY (PESCO). 
 

The Audit stated that on review of the State of Industries Reports in conjunction with the annual 

distribution license fee paid by PESCO for the year 2004-05 & 2005-06 it was observed that the 

PESCO had paid the annual distribution fee in contravention to above stated sub-Rule-2 of               Part-II. 

The Audit further stated that, however, due to the non observance of the  sub-Rule – 6 by PESCO 

and omission by NEPRA, the actual energy sold during the year 2004-05 & 2005-06 was not 

considered for the purpose of ascertaining  the correct amount. As a result, during the two years 

in question, NEPRA incurred a loss of Rs 4.029 million.   
 

The PAO stated that the matter of recovery of license fees from PESCO/TESCO had been taken 

up with the M/o Water and Power. In the response PESCO stated that TESCO (not registered 

with NEPRA) was a separate company and responsible for distribution of electricity and controls 

its billing and collection of electricity in FATA. PESCO will pay on behalf of TESCO if TESCO 

agrees to pay to PESCO. 

The Acting Chairman, NEPRA informed the Committee that their accounts were audited and the 

requisite record would be provided to Audit for verification. 

PAC DIRECTIVE (15-05-2012) 

The Committee directed the Cabinet Division and M/o Water and Power to resolve the matter and 

report within one month. 

The Audit requested the Committee to issue suitable directive for further pursuance of the 

following three (03) Audit Paras at DAC level. 

5. i). PARA-1.6 (PAGE-35-36) AR 2006-07 
PRIME RESIDENTIAL LAND IS RENTED AT NOMINAL RATES. 
 

ii). PARA-1.7 (PAGE-36-37) AR 2006-07 
PUBLIC PROCUREMENT REGULATORY AUTHORITY HAS INVESTED Rs 21.626 
MILLION OF LAPSABLE GOVERNMENT FUNDS. 
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iii). PARA-1.8 (PAGE-37) AR 2006-07 
THE ABANDONED PROPERTY ORGANIZATION HAS NOT RECEIVED Rs 14.882 
MILLION FROM ITS TENANTS. 

 

PAC DIRECTIVE (15-05-2012) 

Accepting the request of Audit, the Committee directed the Audit to discuss the above-mentioned 

paras in the DAC.  Recommendations should be submitted to the Committee in its next meeting. 

The DAC recommended the following Audit Paras for settlement by the Committee:- 

6. (i). PARA-1.1 (PAGE-28) AR 2006-07  
Rs 800 MILLION COLLECTED ON BEHALF OF THE FEDERAL 
GOVERNMENT ARE RETAINED BY NATIONAL ELECTRIC POWER 
REGULATORY AUTHORITY (NEPRA). 
 

(ii). PARA-1.5 (PAGE-34-35) AR 2006-07  
APPROPRIATE INFORMATION ABOUT GIFTS IS NOT RECEIVED BY 
TOSHA KHANA OF CABINET DIVISION  
 

PAC DIRECTIVE (15-05-2012) 
 

The Committee settled the above-mentioned two (02) Audit Paras. 

AUDIT REPORT TELECOMMUNICATION SECTOR 2006-07 
PAKISTAN TELECOMMUNICATION AUTHORITY, CABINET DIVISION 

 

7. PARA 1.2 – NON-RECOVERY OF ACCESS PROMOTION CONTRIBUTION FOR 
UNIVERSAL SERVICE FUND - RS 1196.957 MILLION   

 

The Audit stated that as per Section 4 (2) of Access Promotion Rules, 2004, a Long Distance and 

International (LDI) Licensee shall make payment into the designated bank account within a time 

period not exceeding ninety (90) days from the close of the month to which the payment relates.  
 

The Audit further stated that contrary to the above, an amount of Rs 4,723.957 million on account 

of Access Promotion Contribution for Universal Service Fund outstanding against thirteen LDI 

licensees was not recovered during 2005-06. 
 

The Chairman, OGRA informed the Committee that an amount of Rs. 1,102.953 million had been 

recovered and the balance of Rs 89.308 million  as a target was pursued vigorously.  
 

The Chairman, OGRA further informed the Committee that the company was now under 

liquidation as well as proceeded against in NAB and PTA was perusing its share of recovery. 

Moreover, MOIT has been clearly requested to permit auction of Callmate license to recover PTA dues. 
 

PAC DIRECTIVE (15-05-2012) 
 

The Committee directed that the recovered amount may be got verified from Audit and asked the 

PAO to submit report to the PAC within two (02) days. 
 

8. PARA 1.3 – NON-RECOVERY OF OUTSTANDING DUES FROM TELECOM 
OPERATORS - RS 41.212 MILLION 
 

The Audit stated that various telecom operators did not pay their dues which accumulated to Rs 

142.917 million till June 2006. Besides its inability to institute an appropriate license fee 

collection mechanism and its monitoring, the PTA also failed to recover the dues as arrears of 

land revenue.  
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The Chairman, OGRA informed the Committee that recovery was made and the requisite record 

would be provided to Audit for verification.  

PAC DIRECTIVE (15-05-2012) 
 

The Committee settled the para, subject to verification of record from the audit and also directed 

to submit report to PAC. 

9. PARA 1.4 – LOSS DUE TO UN-RECOVERED FEE FROM CANCELLED/SUSPENDED 
LICENSES - RS 55.916 MILLION 
 

The Audit stated that according to Section 30 of Pakistan Telecommunication (Re-organization) 

Act, 1996, all arrears of fees & fines or other dues payable to PTA were required to be recovered 

as arrears of land revenue. 64 telephone operators defaulted on their annual license fee for a 

period of 2 to 3 years. Finally, PTA issued enforcement orders against the licensees and 

cancelled/suspended their licenses. However, action for recovery as land revenue was not 

initiated. 

The Audit further stated that the Authority bore a loss that had accumulated to Rs 60.904 million 

till June 2006.  

The Chairman, OGRA informed the Committee that out of Rs.55.916 million, an amount of 

Rs.29.356 million had been recovered from operators. 

The Chairman, OGRA further informed the Committee that an amount of Rs.69,214 was 

recovered from Ravi Communication Pvt Ltd. However, the recovery of remaining dues from the 

operators were effectively pursued and the requisite record would be provided to Audit for 

verification within two days.  
 

PAC DIRECTIVE (15-05-2012) 
 

The Committee directed the PAO to verify the recovered amount from the Audit and submit 

report to the PAC within two days. 

10. PARA 1.5 – NON-RECOVERY OF SPECTRUM FEE OF RS 69.741 MILLION FROM 
MOBILE OPERATORS  
 

The Audit stated that in PTA, owing to the absence of an appropriate collection mechanism and 

required monitoring, the Authority neither recovered the spectrum fee from mobile operators 

within the stipulated period nor initiated action for recovery of Rs 289.801 million from the five 

mobile operators viz. Instaphone, Telenor, Ufone, Warid &  Mobilink as arrears of land revenue.  
 

The Audit further stated that an amount of Rs 4.033 million on account of annual spectrum fee 

was also not recovered from M/s Telecard. 

The Chairman, OGRA informed the Committee that an amount of Rs 177.580 million (Rs.21 billion) had 

been recovered and the balance of Rs 118.475 million is recoverable from Instaphone and Ufone.  

The Chairman, OGRA further informed the Committee that the case of Instaphone was subjudice 

and also under NAB. In case of Ufone Mediator had been appointed. However, the mediator has 

not yet filed a report in the Supreme Court of Pakistan. 

PAC DIRECTIVE (15-05-2012) 
The Committee directed the PAO to prepare a proforma of Court cases, which should reflect the 

record of  the dates of hearings. 



 
 

8 
 

11. PARA 1.6 – NON-IMPOSITION/RECOVERY OF PENALTY FROM M/S MOBILINK - 
RS 28.056 MILLION  
 

The Audit stated that the annual audited accounts of M/s Mobilink for the year 2005 revealed that 

annual license fee amounting to Rs 540.222 million was payable by 30th April, 2006. A cheque 

No 028633 amounting to Rs 250 million was received from the company on 26th April, 2006, 

whereas cheque No.028975 amounting to Rs 290.222 million was received on 5th May, 2006. As 

per bank reconciliation statement, the cheques were cleared on 4th & 6th May, 2006. However, the 

penalty was not imposed on delayed payment of Rs 290.222 million as required under the rules. 

Had the penalty been imposed a sum of Rs 29.023 million could have been collected. 
 

The PAO agreed with observation raised by the Audit and assured the Committee that DAC 

recommendation would be implemented and report would be submitted to the Committee within 

one month. 

PAC DIRECTIVE (15-05-2012) 
  

The Committee directed the PAO that recovery @ 10% may be made from Mobilink as required 

under the regulations applicable at the time of payment due alongwith enquiry for wrong 

application of penalty rates and report within one month’s time. 

12. PARA 1.7 – NON-RECOVERY OF PENALTY OF RS 31.191 MILLION ON UN-
STAGGERED FREQUENCIES  
 

 

The Audit stated that according to para 4.4.2 of License Conditions executed with WLL 

operators, 2% late payment charges per month will be recovered in case of late payment. 

According to terms and conditions of license agreement, fee amounting to Rs 171.796 million 

was recoverable till 18th October, 2004. PTA management extended the period of payment till 

15th June, 2005 but the operators failed to make payment even till March 2006.  
 

The Audit further stated that according to the license conditions, the penalty of Rs 31.191 million 

on account of delayed payments was to be imposed. 

The PAO informed the Committee that all the relevant documents would be provided to Audit for 

verification. 

PAC DIRECTIVE (15-05-2012) 

The Committee directed that record of recovery of penalty may be got verified from Audit and 

report submitted to the Committee within two (02) days. 

13. PARA 1.8 – NON-RECOVERY OF RS 2,311.889 MILLION FROM M/S INSTAPHONE.   

The Audit stated that M/s Instaphone did not pay the initial and annual license fee during the year 

2005-06 as per agreement. Further, they did not pay USF, R&D, annual spectrum and numbering 

charges for this year. This accumulated to a recoverable sum of Rs 2,311.889 million.  

The Audit further stated that M/s Instaphone was in default since October 2005. The Authority 

issued final payment notice in November 2006 with the direction to make payments immediately 

with late charges but the firm failed to make the payments. 
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PAC DIRECTIVE (15-05-2012) 

The Committee directed the PAO to accelerate the efforts for final outcomes of Instaphone case 

and report within one month’s time. 

14. PARA 1.9 – IRREGULAR EXPENDITURE OF RS 2.657 MILLION ON ACCOUNT OF 
FOREIGN TA/DA   

The Audit stated that PTA Headquarter made payment of Rs 2,657,315 on account of foreign 

TA/DA to 16 officers during 2005-06 without obtaining permission from the Cabinet Division as 

per standing orders.  M/s Instaphone did not pay the initial and annual  

PAC DIRECTIVE (15-05-2012) 

The above-mentioned para is clubbed together with Para Nos. 1.3, 1.6, 1.7, & 1.8 for the Audit 

Report 2004-05, the Committee directed  to constitute a Sub-Committee comprising of Mr. Zahid 

Hamid, MNA (Convener), Ms. Yasmeen Rehman, MNA and Mr. Noor Alam, MNA, as member, 

to further probe the matter and submit report within 03 months”. 

AUDIT REPORT TELECOMMUNICATION SECTOR FOR THE YEAR 2006-07 
FREQUENCY ALLOCATION BOARD, CABINET DIVISION 

 

15. PARA NO. 2.2, PAGE NO.13,AR- 2006-07 
EXCESS PAYMENT ON ACCOUNT OF HOUSE RENT ALLOWANCE AMOUNTING 
TO RS 1.311 MILLION 

 

The Audit stated that Frequency Allocation Board paid house rent allowance to its employees at 

the rate of 45% of running basic pay instead of minimum of basic pay in violation of the standing 

orders of the Finance Division. This resulted in excess payment of Rs 1.311 million during              

2005-06. 

The PAO agreed with observation raised by the Audit and informed the Committee that the 

relevant documents would be provided to Audit for verification. 

PAC DIRECTIVE (15-05-2012) 
 

The Committee settled the para subject to verification of record from the audit and report to PAC. 

16. PARA NO. 2.3 - PAGE NO. 14 - AUDIT REPORT 2006-07 
INADMISSIBLE EXPENDITURE OF RS 702,000 ON ACCOUNT OF HONORARIUM  

 

The Audit stated that the honorarium is admissible upto the level of section officer and 

equivalent, and the amount of honorarium should not exceed one month’s basic pay according to 

Economic Coordination Committee decision. 

The Audit further stated that contrary to the above, an amount of Rs 702,000 on account of 

honorarium (Proficiency Incentive) was paid to the officers in BPS-19 and above during 2005-06. 

The Chairman, FAB informed the Committee the payment was regularized from Finance Division because 

the payment pertains to the period prior to approval of service regulation of FAB. 

Chairman, FAB further informed the Committee that the Ministry will provide the requisite 

record to Audit regarding the case. 
 

PAC DIRECTIVE (15-05-2012) 
 

The Committee directed the PAO to regularize it from the Finance Division and got it verified by 

the Audit. 
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AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR 2006-07 
OIL AND GAS REGULATORY AUTHORITY 

 

17. PARA- 4, PAGE- 12, ARPSE- 2006-07 
IRREGULAR EXPENDITURE ON PROCUREMENT OF VEHICLES DURING BAN - 
RS.7.224 MILLION 
 

The Audit pointed out that as per austerity measures issued by Cabinet Secretariat (Cabinet 

Division) vide OM No.I/2/2000-Imp-II dated February 28, 2000 and subsequent clarification 

issued vide its OM No.6-35/2002-M-II dated December 01, 2003, ban imposed by the National 

Economic Council on purchase of new vehicles w.e.f May 30, 1998 will continue. These 

instructions were also applicable to Autonomous/Semi Autonomous Bodies/Corporations under 

the control of Federal Government. However relaxation of ban can be granted by the Prime 

Minister only.  

The Audit further pointed out that contrary to the above rule, the management of Oil and Gas 

Regulatory Authority purchased ten vehicles valuing Rs.7.224 million during November 2000 to 

February 2004. Approval of competent authority for the purchase of vehicles as per laid down 

criteria was not obtained, therefore, the expenditure made thereon was considered irregular. 
 

The PAO stated that under OGRA Ordinance, the Authority was independent in the performance 

of its functions and the order issued by the Cabinet Division was not applicable to them.  
 

The PAO further stated keeping in view the status of OGRA in light of the explanation given, 

there was no need to obtain ex-post facto approval of the Cabinet Division for expenditure of Rs. 

7.224 million.  
 

The PAO further informed that OGRA management exercised its powers vested in the Authority 

by Section 3(2) of the OGRA Ordinance 2002. OGRA did not violate any directive/instructions 

of Government of Pakistan.  
 

PAC DIRECTIVE (15-05-2012) 
 

The Committee pended the para and directed the PAO to regularize the case in the light of 

Finance Division instructions and submit report to the PAC within one month. 

PAC DIRECTIVE (05-07-2012) 

The Committee referred the para to the Sub-Committee-I (Mr. Zahid Hamid, MNA) to determine 

the application of Government instructions to the autonomous bodies. The Committee also 

deferred the other business of this Ministry till next PAC meeting. 

18. COMMENTS ON THE AUDIT REPORT FOR THE YEAR 2006-07 
 

PAC DIRECTIVE (15-05-2012) 
 

The Committee directed both the PAO and the Audit to hold DAC meeting in respect of the Audit 

reports for the year 2006-07 for the next meeting. 
 

19. PARA NO 1.1, PAGE NO. 1-2, AR 2006- 07 
NON-RECOVERY OF THE RISK & COST CHARGES FROM A DEFAULTING 
CONTRACTOR- RS. 289.6 MILLION 
The Audit pointed out that in case of breach of terms of the agreement by the contractor, the 

 competent authority shall take action under sub-clause 3(a,b,c) of conditions of the contract. 
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The Audit further stated that the Deputy Director Road-V, Capital Development Authority 

rescinded a contract : Construction of I.J Principal Road from Pirwadhai intersection to Faizabad 

Interchange (Phase-II) Islamabad” under clause 3(c) of contract agreement on 23.07.2005. The 

remaining work was awarded on 24.11.2005 to another contractor at the risk & cost of the 

original contractor. Risk & cost charges amounting to Rs.238.9 million, Secured Advance for 

Rs.1.6 million and Mobilization Advance for Rs.14.1 million were recoverable from the original 

contractor. The Performance Bond worth Rs.35 million and Bank Guarantee against mobilization 

advance were not encashed within validity period. This resulted in non-recovery of Rs.289.6 

million from the original contractor. 

The PAO stated that the recoveries would be effective on finalization of accounts. In the latest 

DAC it was revealed that Saudi-Pak Commercial Bank Ltd was renamed as Silk Bank w.e.f 1st 

June, 2009. As Performance Bond was issued by Saudi-Pak Commercial Bank Ltd. CDA was 

required to approach Silk Bank for encashment of Performance Bond. As per the Audit comments 

the department should fix responsibility for not encashing the performance bond and for 

accepting un-workable rates along with alongwith  recovering  a sum of Rs. 0.653 million has to 

be recovered.  

PAC DIRECTIVE (31-07-2012) 
The Committee directed the PAO to refer this para to NAB for holding an inquiry and submit 

report within two months. 

20. PARA NO 1.2, PAGE NO. 1-2, AR 2006- 07 
NON-ADJUSTMENT OF ADVANCE PAYMENTS FOR SHIFTING OF UTILITY LINES 
- RS.202.9 MILLION 

 

The Audit pointed out that all material necessary for the network to be installed shall be charged 

at the prevailing IESCO store issue rates at the time of execution of the job. Difference/variation 

shall be adjusted accordingly after completion of the entire work according to the standard terms 

and condition No-10 of agreement between CDA and IESCO.  
 

The Deputy Director Mechanical-I, Capital Development Authority made advance payment to 

M/s IESCO, SNGPL and PTCL for shifting of utility lines etc. during the year 2005-06. 

Adjustment vouchers/documents were required to be submitted by the authorities to CDA on 

completion of jobs for adjustment in the accounts as per actual. This resulted in non-adjustment 

of advance payment of Rs.202.9 million. 
 

The PAO stated that the adjustment accounts would be called for from the concerned departments 

and shown to Audit. In the latest DAC, the decision was endorsed which was taken during DAC 

meeting dated 02.08.2011. 
 

PAC DIRECTIVE (31-07-2012)   

The committee directed that the adjustment vouchers of advance payment be obtained from the 

concerned departments within one week and also a list of defaulters/ agencies be provided to the 

PAC and the Director General Audit to club all such paras involving Rs.100 million and ask DAC 

for report to the PAC.   
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21. PARA NO. 1.3 PAGE NO. 2-3, A.R 2006-2007 
NON-RECOVERY OF PROPERTY TAX FROM IESCO - RS.149.3 MILLION 
The Audit pointed out that the controlling officers were responsible to see that all sums due to 

Government were regularly and promptly assessed, realized and duly credited in the Public 

Account as per para 26 of General Financial Rules. Further, section 49-A of CDA Ordinance, 

1960 (XXIII of 1960) also provides that any sum due to the Authority from or any sum wrongly 

paid to any person under this ordinance shall be recoverable as arrears of land revenue. The 

Director Revenues, Capital Development Authority could not realize the property tax amounting 

to Rs.149.3 million from the Islamabad Electric Supply Company (IESCO) outstanding since 

1995 against various buildings and land owned by IESCO. This resulted in non-recovery of 

Rs.149.3 million. 

The PAO stated that the CDA raised the demand of property tax on IESCO buildings from 1995-

96 and IESCO offered to change the existing tariff for CDA’s water supply connection w.e.f  

07/2002 subject to condition that CDA would exempt WAPDA and its successor companies from 

property tax w.e.f 1995-96 onward. As per the latest report of a latest DAC, a recovery of 

Rs.45.718 million out of balance recoverable amount of Rs. 132.987 million had been made and 

verified. DAC reduced the para to Rs. 87.269 million with directions to expedite reconciliation 

and balance recovery. 

PAC DIRECTIVE (31-07-2012) 
The Committee directed the PAO to hold meeting with the Secretary, M/o Water and Power to 

settle this issue and make the recovery within eight weeks. 

22. PARA NO. 1.4 PAGE NO. 3, A.R 2006-2007 
NON-RECOVERY OF PROPERTY TAX AND WATER CHARGES – RS. 113.8 MILLION 

The Audit pointed out that the controlling officers was responsible to see that all sums due to 

Government are regularly and promptly assessed, realized and duly credited in the Public 

Account according to rule 26 of General Financial Rules. The Director Revenues, Capital 

Development Authority could not realize the property tax and water charges from the owners and 

occupants of commercial buildings in respect of corporations, authorities and private buildings 

since 1991. This resulted in non-recovery of Rs.145.8 million upto June 2006. 

The PAO stated that some recoveries had already been effected and efforts were being made to 

recover the outstanding arrears of property tax and water charges by issuing notices. 

PAC DIRECTIVE (31-07-2012) 
The Committee directed the PAO to hold meeting with the Secretary, Water and Power to settle 

this issue. The Committee directed to reconcile this figures within two weeks, recovery be made 

within eight weeks and the report be submited to the PAC. 

A detailed report on water charges being collected from mega commercial units like Serena and 

other hotels alongwith feasibility of installing water meters.  
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23. PARA NO. 1.5 PAGE NO.4, A.R 2006-2007 
NON-RECOVERY DUE TO UN-AUTHORIZED CONSTRUCTION OF ADDITIONAL 
STOREYS AND DELAYED PAYMENT CHARGES-RS.43.6 MILLION 

 

The Audit pointed out that the CDA Board approved @ Rs. 3,500 per square yard an additional 

charge for permitting construction of one additional storey. Similarly, CDA by-laws as issued by 

Planning Wing dated 31.05.1993 also require levy of additional charge on construction of 

additional storeys on commercial buildings constructed at Jinnah Avenue.  
 

The Audit further stated that the Director, Estate Management-II, Capital Development Authority 

could not recover premium of two additional storeys and late payment charges from two allottees 

since 1990. This resulted in non-recovery of Rs.43.6 million on accounts of unauthorized 

construction and delayed payments.  
 

The PAO stated that a number of notices had been issued for recovery but the lessees did not 

deposit the outstanding dues. The case was forwarded to the Additional Collector (Recovery) of 

CDA on 27.02.2006 to recover the outstanding amount. 
 

According to the latest DAC, the allottee was allowed to divide the plot into two equal portions 

under CDA By-Laws. Additional storeys were constructed on one portion. The Authority 

admitted that an amount of Rs.33.354 million on account of additional storey charges and delayed 

charges was recoverable. The matter has been referred to Additional Collector Recovery, CDA. 
 

PAC DIRECTIVE (31-07-2012) 
 

The Committee directed that an inquiry be made, responsibility fixed, recovery made within one 

month and the report submitted to the PAC. 
 

24. PARA NO. 1.6 PAGE NO.4-5, A.R 2006-2007 
LOSS DUE TO KEEPING FUNDS IN NON-PROFIT ACCOUNTS RS.33.5 MILLION 
 

 

The Audit recommended the para for settlement. 

PAC DIRECTIVE (31-07-2012) 
 

The Committee settled the para. 
 

25. PARA NO. 1.7 PAGE NO. 5-6, A.R 2006-2007 
LOSS DUE TO NON-ENCASHMENT OF PERFORMANCE BOND - RS.32.2 MILLION 
 

The Audit pointed out that according to clause 53 of the contract agreement the Contractor after 

acceptance of his tender, was required to submit a Performance Bond from a scheduled bank in 

Islamabad / Rawalpindi or from an approved insurance company equal to 10% of the contract 

value as a performance guarantee within twenty (20) days of the issuance of award letter.   
 

The Audit further stated that the Deputy Director, Road Division III, Capital Development 

Authority could not obtain Performance Bond amounting to Rs.32.2 million of an approved local 

insurance company from the contractor within twenty (20) days after the issuance of acceptance 

letter on 03.08.2005. A bond from an unapproved insurance company was accepted. The 

contractor defaulted and the contract was rescinded on 27.02.2007 under clause 3 of the contract 

agreement at the risk & cost of the contractor. The said performance bond could not be encashed 
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within validity period, i.e. 31.03.2007. This resulted in non- encashment of Performance Bond 

amounting to Rs.32.2 million.  

PAC DIRECTIVE (31-07-2012) 
 

The Committee directed the PAO to hold an inquiry, fix responsibility against the officials who 

accepted Performance Bond from an Insurance Company instead of Bank Guarantee against the 

advice of Law Directorate of CDA. The Committee granted the PAO one month’s time and 

directed it to submit report to the PAC. 
 

26. PARA  NO. 1.8 PAGE NO. 6-7, A.R 2006-2007 
ACCEPTANCE OF DEFECTIVE BANK GUARANTEE FOR MOBILIZATION 
ADVANCE RS. 32.2 MILLION 

 

The Audit recommended the para for settlement. 
 

PAC DIRECTIVE (31-07-2012) 
 

The Committee settled the para. 

27. PARA  NO. 1.9 PAGE NO. 7, A.R 2006-2007 
NON-IMPOSITION / RECOVERY OF FINE ON ACCOUNT OF UN-AUTHORIZED 
CONSTRUCTION - RS.22.2 MILLION 

 

The Audit pointed out that according to a regulation No.2.2.2 & 2.2.3 of Residential Sectors 

Regulation, 2005 no building or structure was to be constructed or an addition/alteration made 

except with prior approval of the Authority. Further, any construction carried out without prior 

approval was liable to be removed at the risk and cost of the owner and penalty imposed as 

prescribed in schedule/annexure. 
 

The Audit further stated that the Director, Building Control Section, Capital Development 

Authority issued notices to the owners of plots for above mentioned violations during 2005-06 

but could not impose/recover penalty. This resulted in non-recovery of Rs.22.2 million 

 

The PAO stated that in the case of Shifa International Hospital a fresh notice had been issued for 

all the violations. It would be rectified after completion of all codal formalities.  
 

The PAO in its latest DAC further informed that an amount of Rs. 400,478 had been recovered 

and verified. An amount of Rs. 1.042 million was not due to be recovered as violation of the 

building was removed. Cases involving recovery of Rs. 20.720 million were yet to be decided. 

During the meeting it was revealed that out of outstanding amount of Rs.22.162 million on 

account of fine for un-authorized construction, an amount of Rs. 19.822 million was recoverable 

from M/s.Shifa International Hospital H-8. As per available record the case was placed before 

CDA Board on 13.04.2009, wherein the Board desired for preparation of fresh detailed summary. 

The requisite summary had been prepared and furnished to Secretary, CDA Board in November 

2011 for placing before CDA Board. The DAC took a serious view besides giving directions that 

the summary shall be placed before the Board in its next meeting and decision shall be made for 

immediate recovery of public revenue. 
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PAC DIRECTIVE (31-07-2012) 

The Committee directed the PAO to hold an inquiry and fix responsibility within one month and 

submit report to the PAC. 

28. PARA  NO. 1.10 PAGE NO. 7-8, A.R 2006-2007 
WASTFUL EXPENDITURE DUE TO DEFECTIVE EXECUTION OF WORK RS.21.6 MILLION 
 

The Audit recommended the para for settlement. 

PAC DIRECTIVE (31-07-2012) 

The Committee settled the para. 

29. PARA NO. 1.11 PAGE NO. 8-9, A.R 2006-2007 
UNAUTHORIZED INSTALLATION OF 200 BASE TRANSCEIVER STATIONS 
TOWERS BY THE CELLULAR COMPANIES AND NON-RECOVERY OF ANNUAL 
FEE RS 20 MILLION 
 

The Audit recommended the para for settlement. 

PAC DIRECTIVE (31-07-2012) 
 

The Committee settled the para. 

30. PARA NO. 1.12 PAGE NO. 9, A.R 2006-2007 
NON-RECOVERY OF COMMERCIALIZATION CHARGES – RS.19.7 MILLION  

 

The Audit pointed out that a Commercialization charges for non-commercial/specific commercial 

plots of Industrial & Training (I&T) Centre were fixed @ Rs.3,000 per square yard of plot area 

according to Schedule-B (8) of Islamabad Residential Sector Zoning Regulation 2005. 

The Audit further pointed out that The Director, Building Control Section, Capital Development 

Authority could not recover commercialization charges as the owners of plots of I&T Centre had 

made construction in the courtyards and had been using it as commercial property. The same was 

required to remain open to sky. Non-charging of commercialization fee resulted in non-recovery 

of Rs.19.7 million 

The PAO stated in its reply in the latest DAC that a sum of Rs. 1.754 million out of reconciled 

balance of Rs. 3.804 million had been recovered and verified. The Authority further stated that 

the matter shall be placed before the Board for obtaining decision for recovery of 

commercialization charges. DAC reduced the para to Rs. 2.050 million with directions to 

expedite balance recovery. 

PAC DIRECTIVE (31-07-2012) 
The Committee directed the PAO to recover the balance amount within one month, verify the 

recovery from the Audit and submit report to the PAC.  

31. PARA NO. 1.13 PAGE NO. 9-10, A.R 20006-2007 
OVERPAYMENT DUE TO WRONG ASSESSMENT OF LAND –RS. 17.6 MILLION 

The Audit pointed out that as per para 449 of CDA Procedure Manual Part-III Acquittance Rolls 

prepared by the Revenue Section of the Land Directorate on the basis of awards made by the 

Deputy Commissioner and decision given by the Commissioner on the appeals filed by the 

affectees against the order passed by the Deputy Commissioner were to be received in the 

Accounts Cell for pre-audit and payment. Pre-audit of said Acquittance Rolls was carried out by 
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the Patwaries posted to this office and test check of pre-audit was exercised by the Senior 

Accountant. The Director, Land Rehabilitation, Capital Development Authority paid an amount 

of Rs.3.4 million to the land affectees in excess of their entitlement on the basis of wrong 

assessment by the revenue department and without effective pre-audit. Furthermore, 

compensation of land of Sanchal Deh of Rs.14.2 million was paid to the persons not actually 

entitled. This resulted in overpayment of Rs.17.6 million 
 

The PAO stated that the issue was not clear. The requisite action has been taken as per 

departmental inquiry report. Amount of Rs.16.800 million out of Rs.17.600 million has been 

recovered/adjusted. Efforts are being made for recovery of Rs.0.796 million. 

PAC DIRECTIVE (31-07-2012) 
The Committee directed the PAO to expedite the balance recovery within one month, verify the 

recovery from the Audit and submit report to the PAC. 

32. PARA NO. 1.14 PAGE NO. 10-11, A.R 2006-2007 
DOUBTFUL CONSUMPTION OF DIESEL SUPPLIED TO FIELD MACHINERY - 
RS.17.1 MILLION 
 

The Audit pointed out that a departmental officer should see that all materials issued for 

consumption on Government works be properly estimated and the consumption be adequately 

recorded as per assessment and estimation as per para-407(a) of CDA Procedure Manual Part-III.  

The Audit further stated that The Deputy Director, MPO (Operations), Capital Development 

Authority issued 495,947 liters diesel for operation of machinery working in the field for 

carpeting and earth moving through field tankers from July, 2005 to June 2006 without proper 

record of issuance and consumption as per estimates. This resulted in doubtful consumption of 

diesel worth Rs.17.1 million. 
 

The PAO stated that issuance of diesel and its consumption was recorded in the respective 

logbooks of the vehicles.  

PAC DIRECTIVE (31-07-2012) 
The Committee referred the para back to DAC, the para was left pending till next PAC meeting. 

33. i) PARA NO. 1.15 PAGE NO. 11, A.R 2006-2007 
NON RECOVERY OF MOBILIZATION ADVANCE RS 16.1 MILLION AND INTEREST RS. 
1 MILLION 

 
ii)     PARA NO. 1.16 PAGE NO. 12, A.R 2006-2007 
        UNJUSTIFIED RELEASE OF DEDUCTED INCOME TAX RS. 11.7 MILLION 
 

The Audit recommended the above two paras for settlement. 
 

PAC DIRECTIVE (31-07-2012) 
The Committee settled the above two paras. 

 

34. PARA NO. 1.17 PAGE NO. 12-12, A.R 2006-2007 
NON RECOVERY OF COMPENSATION DUE TO DELAY IN COMPLETION OF 
WORK RS 7.6 MILLION 
 

PAC DIRECTIVE (31-07-2012) 
The Committee clubbed with the para 1.1-page 1-2-AR-2006-07. 

 



 
 

17 
 

35. PARA NO. 1.18 PAGE NO. 13-14, A.R 2006-2007 
LOSS DUE TO PURCHASE OF MATERIAL AT HIGHER RATES: RS 5 MILLION 

 

The Audit recommended the para for settlement. 
 

PAC DIRECTIVE (31-07-2012) 

The Committee settled the para. 

36. PARA NO. 1.19 PAGE NO. 14-15, A.R 2006-2007 
LOSS DUE TO MISMANAGEMENT - RS.4.5 MILLION 
The Audit pointed out that the bidder with the lowest evaluated bid, if not in conflict with any 

other law, rules, regulations or policy of federal government, shall be awarded the procurement 

contract, within the original or extended period of bid validity as per para 38 of PPR 2004 

Acceptance of Bids. 
 

The Audit further stated that the Deputy Director, W&S R/A Zone, Capital Development 

Authority called tenders from the pre-qualified firms and opened on 26th May, 2005. Total four 

(4) firms participated in the tendering / bid competition and M/s National Pipe Industries stood 1st 

lowest by quoting their rate 46% above the N.I.T amount. Acceptance letter was issued to the 1st 

lowest on 3rd August, 2005 but the firm refused to execute the work at quoted rates. Later on, the 

department awarded the said work to the 2nd lowest bidder @ 70% above the N.I.T cost. Award of 

work to the 2nd lowest bidder at higher rates without imposing penalty upon the contractor  who 

backed out resulted in loss of Rs.4.5 million.  
 

The PAO stated that the work was awarded to the 2nd lowest bidder because the 1st lowest bidder 

refused to execute the work at his quoted rates on the plea that the prices of material had 

increased.  

PAC DIRECTIVE (31-07-2012) 

The para was pended. The Committee directed the PAO to hold an inquiry and take it to DAC 

level for verification by Audit and submit report in next PAC meeting. 
 

37. PARA NO.1.20 PAGE NO. 15, A.R 2006-2007 
NON-RECOVERY OF RENT DUE TO UN-AUTHORIZED RETENTION OF 
AUTHORITY’S ACCOMMODATION - RS.4.4 MILLION 

 

The Audit pointed out that the federal government servant who owns a house in his own name or 

in the name of his spouse or dependent child at the station of his posting shall not be allowed 

government accommodation but shall be allowed self-hiring of the house. Such federal 

Government servant shall be entitled to six months grace period from the date of completion of 

his/her house and if it is established that Federal Government servant had a house at the station of 

posting, his entitlement shall be cancelled according to rule-3(5) of Pakistan Allocation Rules 

2002. 

The Audit further stated that the Director Administration, Capital Development Authority could 

not recover rent of Authority’s houses which were under un-authorized retention by the allottees 

who constructed their own houses on the plots allotted by the CDA/Federal Government 
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Employees Housing Foundation. Un-authorized retention of government accommodation after 

cancellation of allotment resulted in non-recovery of rent amounting to Rs.4.4 million. 

The PAO stated that the allottees of these houses were served notices on 11th September, 2004 to 

vacate the Government accommodation but the allottees went to FST and LHC, Rawalpindi 

Bench. The matter was subjudice. 

The PAO, in its latest DAC, stated that CDA Board in its meeting held on 11.05.2012 had 

decided to withdraw/cancel the allotment of Govt. accommodation to CDA officials who were 

allotted plots by CDA for construction of their own residences alongwith grant of HBA. Audit 

was of the view that due recovery shall be effected from all the CDA officials who retained the 

Govt. accommodation after allotment and construction of their own houses after deducting grace 

period as per laid down procedure.  

PAC DIRECTIVE (31-07-2012) 

i) The Committee directed the PAO to implement the decision of DAC held on 11th May, 2012. 
 

ii) To provide list of all such officers/official within thirty days to the PAC. 
 

38. i) PARA NO. 1.21 PAGE NO. 15-16, A.R 2006-2007 
OVERPAYMENT ON ACCOUNT OF ESCALATION OF WAGES RS 4.2 MILLION 

 

ii) PARA NO. 1.22 PAGE NO.16, A.R 2006-2007 
NON RECOVERY ON ACCOUNT OF DELAYED PAYMENT CHARGES FROM 
ALLOTTEES OF RESIDENTIAL PLOTS RS. 3.8 MILLION 

 

iii) PARA NO. 1.23 PAGE NO. 16-17, A.R 2006-2007 
OVERPAYMENT DUE TO SEPARATE MEASUREMENT OF SUB-GRADE RS 
3.7 MILLION 

Audit recommended the above three paras for settlement. 
 

PAC DIRECTIVE (31-07-2012) 

The Committee settled the above three paras. 

39. PARA NO. 1.24 PAGE NO. 17-18, A.R 2006-2007 
LOSS DUE TO LESS DEDUCTION OF INCOME TAX – RS. 3.3 MILLION 
 

The Audit pointed out that a single rate of withholding tax @ 6% had been introduced for all 

types of contracts by substituting clause (3) and (4) of Division-III in Part-III of first schedule to 

the Income Tax Ordinance 2001 according to the Government of Pakistan CBR Circular 

No.1(74)/WHT/2000 dated 30th June, 2005. The Deputy Directors of various divisions of Capital 

Development Authority deducted income tax @ 5% instead @ 6% during the financial year 

2005-06 in violation of provision of the CBR circular. Deduction of Tax at lesser rate resulted in 

less deduction of income tax worth Rs.5.8 million. 

The PAO stated that Circular of CBR dated 30th June, 2005 was received late in CDA due to 

which income tax at revised rates could not be deducted. It would be effected from the final 

payments of the contractors. Up to date recovery of Rs.4.5 million had been verified leaving 

balance of Rs.1.235 million. 
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PAC DIRECTIVE (31-07-2012) 
 

The Committee directed the PAO to ensure the balance recovery within one month and verify 

from the Audit. 

40. PARA NO. 1.25 PAGE NO. -18, A.R 2006-2007 
OVERPAYMENT DUE TO NON DEDUCTION OF COST OF AVAILABLE STONE           
RS. 3 MILLION 

Audit recommended the para for settlement. 
 

PAC DIRECTIVE (31-07-2012) 

The Committee settled the para. 

41. PARA NO. 1.26 PAGE NO. 19, A.R 2006-2007 
NON-RECOVERY ON ACCOUNT OF COMPOUNDING CHARGES - RS.3 MILLION 
 

The Audit pointed out that a sum of Rs.1,200 per square yard was required to be charged from the 

allottees of the plots situated in Blue Area Islamabad for permission of external access to the 

shops in basement for commercial use according to CDA Board decision of 1987. The Director, 

Building Control, Capital Development Authority granted formal permission for external access 

to basement to the owners of plot No.22-W F-6/G-6, Blue Area Islamabad on 12th July, 1989. The 

owners had already opened the basements but recovery for permission and delay charges were not 

got effected. This resulted in non-recovery of Rs.3 million. 
 

The PAO started that the matter was still subjudice and further action will be taken in the light of 

Court decision. Para was pended. 

PAC DIRECTIVE (31-07-2012) 

The Committee granted the department one months time and directed it to pursue the case 

vigorously. 

42. i) PARA NO. 1.27 PAGE NO. 19-20, A.R 2006-2007 
OVERPAYMENT DUE TO DEVIATION FROM SPECIFICATIONS RS.2.8 MILLION 

 
 

 

 ii) PARA NO. 1.28 PAGE NO. 20-21, A.R 2006-2007 
NON RECOVERY ON ACCOUNT OF SERVICEABLE HARD ROCK 
MATERIAL RS. 2 MILLION 
 

 

iii) PARA NO. 1.29 PAGE NO. -22, A.R 2006-2007 
LESS RECOVERY DUE TO LICENSING OF FEW BASE TRANSCEIVER 
STATIONS/TOWERS BY THE CELLULAR OPERATOR RS 2 MILLION 

 

The Audit recommended the above three paras for settlement. 

PAC DIRECTIVE (31-07-2012) 

The Committee settled the above three paras. 

43. PARA NO. 1.30 PAGE NO. 22, A.R 2006-2007 
NON-RECOVERY OF OUTSTANDING DUES OF PARLIAMENT LODGES, 
GOVERNMENT HOSTEL AND CDA OFFICERS HOSTEL - RS.1.2 MILLION  
 

The Audit pointed out that it was the duty of the departmental controlling officers to see that all 

sums due to Government were regularly and promptly assessed, realized and duly credited in the 

Public Account according to rule-26 of General Financial Rules vol-I. The Director CDA, 

Parliament Lodges/Government hostel could not recover the long outstanding dues relating to the 
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period 2002 to 2006 in respect of Parliament Lodges, Government hostel and CDA Officers 

hostel. This resulted in non-recovery of Rs.1.2 million. 
 

The PAO stated that notices were issued and Audit would be informed on receipt of recovery. A 

sum of Rs. 13,092 had been made and verified while a sum of Rs. 31,493 had been written off 

due to death of two parliamentarians, leaving a balance of Rs. 0.478 million. 

PAC DIRECTIVE (31-07-2012) 

The Committee settled the para subject to recovery of balance amount within one month and 

verification by Audit. 

44. PARA NO. 1.31 PAGE NO. 22-23, A.R 2006-2007 
EXECUTION OF WORK BELOW SPECIFICATION AND DEVIATION FROM 
DESIGN –RS.1.1 MILLION 
 

The Audit pointed out that the contractor shall execute the whole and every part of the work in 

the most substantial and work manlike manner and both as regard materials and otherwise in 

every respect in strict accordance with specification. The contractor shall also confirm exactly, 

fully and faithfully to the design/drawings and instructions in writing according to clause-11 of 

the contract agreement.The Deputy Director Road-V, Capital Development Authority made 

payment of a work which was not executed as per design & specification. This resulted in 

execution of below specification work worth Rs.1.1 million. 
 

The PAO stated that stern action had been taken against the contractor for not executing the work 

as per specification. The department admitted the irregularity but action against the contractor 

was not finalized. Recovery of testing fee of Rs.0.653 million was still due from the Contractor. 
 

PAC DIRECTIVE (31-07-2012) 
 

The para was clubbed with para 1.1 (AR-2006-07) for its reference to NAB. 

45. PARA NO. 1.32 PAGE NO. 23, A.R 2006-2007 
IRREGULAR EXPENDITURE ON PROCUREMENT OF MOBILE TELEPHONE SETS 
ALONGWITH CONNECTION - RS.782,624 
 

The Audit pointed out that according to para 81(IX) of CDA Procedure Manual Part-III 

ascertained savings were not diverted from one section of a project to another without the 

sanction of the CDA Board Provision for contingencies in sanctioned estimate may not be utilized 

for any new work or repair which was not provided in the estimate without the approval of the 

authority that sanctioned the estimate. 

The Deputy Director Road-V, Capital Development Authority incurred expenditure on purchase 

of mobile telephone sets with connection charges and charged the expenditure to the 

contingencies of a new work i.e. construction of I.J  Principal Road from Pirwadhai intersection 

to Faizabad Interchange Phase-II Islamabad. This resulted into an irregular expenditure of 

Rs.782,624. 
 

The PAO stated that it was in their competence to approve expenditure from work contingencies. 

In the latest DAC the PAO stated that no compliance had been made so far. Therefore the DAC 
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directed CDA to take steps for immediate recovery through Member (Finance) CDA and AGPR, 

Islamabad. 
 

PAC DIRECTIVE (31-07-2012) 

The Committee directed the PAO to effect recovery within one month from the concerned 

officials through Member Finance CDA and AGPR Islamabad. 

46. i) PARA NO. 1.33 PAGE NO. 24, A.R 2006-2007 
NON RECOVERY ON ACCOUNT ON EXTENSION CHARGES RS 749,120 

 

ii) PARA NO. 1.34 PAGE NO. 24-25, A.R 2006-2007 
NON RECOVERY ON ACCOUNT OF ANNUAL GROUND RENT AND DELAYED 
CHARGES RS 670,577 

 

iii) PARA NO. 1.35 PAGE NO. 25, A.R 2006-2007 
IRREGULAR ENHANCEMENT OF WORK RS 597,214 

 

iv) PARA NO. 1.36 PAGE NO. 26, A.R 2006-2007 
NON RECOVERY DUE TO UNAUTHORIZED RETENTION OF ACCOMMODATION 
BEYOND THE PERMISSIBLE PERIOD RS. 395,093 

 

v) PARA NO. 1.37 PAGE NO.26, A.R 2006-2007 
LOSS DUE TO NON ACCEPTANCE OF BID WITHIN VALIDITY PERIOD RS 259,298 

 

vi) PARA NO. 1.38 PAGE NO. 27, A.R 2006-2007 
NON RECOVERY ON ACCOUNT OF UNAUTHORIZED OPENING OF BASEMENT RS. 250,000 
 

PAC DIRECTIVE (31-07-2012) 

The Committee clubbed the above six paras and settled on recommendation of the DAC. 

47. PARA NO. 1.39 PAGE NO. 28, A.R 2006-2007 
NON-RECOVERY ON ACCOUNT OF UNAUTHORIZED OPENING OF BASEMENT - RS.250,000 
 

The Audit pointed out that opening of basement was allowed subject to payment of Rs.600 per 

square yard of plot area into the plot according to Islamabad Residential Sectors Regulations 

2005 (Annexure-B, 10). The Directorate of Building Control Section, Capital Development 

Authority did not charge the required fee from the allottee who opened basement on CDA land in 

May 2005. This resulted in non-recovery of Rs.250,000. 
 

The PAO stated that report of Enforcement Directorate dated 19.03.2008 produced and verified by Audit. 
 

PAC DIRECTIVE (31-07-2012) 
The Committee directed the PAO to hold an inquiry and fix responsibility against the officers 

who awarded contract of the cafeteria on rent without identification/identity card. The Committee 

directed the PAO to recover the amount within one month and submit report to the DAC. 

48. PARA-10.5, PAGE 131-132, AR 2007-08, (FY 2006-07) 
(PRINTED UNDER DEVOLVED MINISTRY OF HEALTH) 
VEHICLES OF DIFFERENT PROJECTS NOT USED FOR INTENDED PURPOSES 
(TOYOTA LAND CRUISER IDE-4684 PERTAINS TO NIH) 

 

The Audit pointed out that rule 11 of Staff Car Rules, 1980 states that a staff car belonging to an 

Attached Department or a Subordinate Office of a Division shall not be used by the 

Administrative Department and every Department or office shall be responsible for any misuse or 

irregularity committed on its behalf. Under section 7 of the Federal Ministers and Ministers of 

State (Salaries, Allowance and Privileges) Act, 1975 Ministers are entitled to avail the facility of 

only one official vehicle. 
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The Audit further pointed out that during scrutiny of the record of National Institute of Health, 

Expanded Program for Immunization, GAVI and PIMS, Islamabad revealed that the vehicles 

(Toyota Land Cruiser IDE-4684 provided by NIH, Luxury Land Cruiser-Prado 5 door X-91-38 

provided by EPI, Double Cabin 4x4 GF-922 provided by GAVI through EPI and Suzuki Car 

IDB-8773 provided by PIMS) remained in the custody of Federal Minister for Health from July, 

2005 to June, 2007. The vehicles were used in addition to the one provided by the Cabinet 

Division, i.e. Toyota Corolla No. IDM 273. Audit also noted that during the financial year 2005-

06 & 2006-07 all the expenditure on the repair, maintenance and POL of the above said vehicles 

was incurred out of the respective budget of these organizations. Further, according to Cabinet 

Division O.M. No. 1/15/2007-CPC dated 11.01.2008 staff cars attached with Ministers had 

become surplus upon the dissolution of the National Assembly and were supposed to be 

surrendered to the Government/Cabinet Division. Hence, any use of and expenditure incurred on 

these staff cars after 15.11.2007 was a violation of these instructions and Rule 3(4) of Staff Car 

Rules, 1980. These vehicles were used by Ex-Minister even till February, 2008.  Audit 

recommends that recovery against unauthorized use of these vehicles may be worked out and 

should be made from the concerned individual. 

The PAO stated that the expenditure relating to the period from 07/2005 in respect of vehicle No. 

IDE-4684 belonging to NIH, Islamabad was worked out of total expenditure on a/c of 

Repair/Maintenance of vehicle and on a/c of POL chares were Rs. 413,977.00. On going through 

the log book for the year 2006-07 and statements of drives it had been observed that vehicle 

remained in the use of Health Minister Office, therefore the case of recovery of Rs. 413,977 was 

taken up with Mr. Akbar Khan Awan, the former PS to the then Federal Minister of Health 

through Joint Secretary (B&C). Keeping in the foregoing facts, the Joint Secretary (Admin) of 

devolved Ministry of Health, Islamabad was requested in April, 2011 to give guideline to resolve 

the issue or to conduct inquiry to fix the responsibility to recover the amount in order to settle the 

audit para, but no response was received. Therefore Cabinet Division was requested for 

constitution of an inquiry committee to fix responsibility to recover the amount from quarter 

concerned in order settle the audit para. 

The Audit informed that this para pertained to NIH, EPI and PIMS. Cabinet Division was 

controlling Ministry of the National Institute of Health (NIH), Islamabad. Hence, part of audit 

para relating to NIH was proposed to be discussed by PAC. The portions of the audit para relating 

to EPI and PIMS had been discussed by PAC in its meetings held with respective Ministries. 

Recovery of for the period from July, 2005 to 30.06.2007 amounting to Rs.413,977 may be made 

from the Ex-Federal Minister for Health and deposited into government treasury. According to 

the NIH letter dated 16.01.2010, the vehicle remained under the use of Federal Minister for 

Health from July, 2007 to 12.05.2008 and an amount of Rs. 188,395 is recoverable from Ex- 

Federal Minister for Health (Rs. 56,536 from July, 2007 to 14.11.2007) and from Caretaker 
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Federal Minister for Health (Rs.131,859 from 15.11.2007 to 12.05.2008). Disciplinary action may 

be initiated against the officers who provided the vehicle to the Ministers for Health.  

PAC DIRECTIVE (03-01-2013) 

The Committee directed the PAO to hold an inquiry and also get the view point of Ex-Federal 

Minister in the matter. Disciplinary action be initiated against the officer who provided the 

vehicle to the Minister for Health.  

49. i. PARA NO. 1.6, PAGE-4-5, AR-2006-07 
LOSS DUE TO KEEPING FUNDS IN NON-PROFIT ACCOUNT - RS.33.5 MILLION 

ii. PARA NO. 1.8 PAGE NO. 6-7 
ACCEPTANCE OF DEFECTIVE BANK GUARANTEE FOR MOBILIZATION ADVANCE-
RS.32.2 MILLION 

 

iii. PARA NO. 1.10, PAGE-7-8, AR-2006-07 
WASTEFUL EXPENDITURE DUE TO DEFECTIVE EXECUTION OF WORK - RS.21.6 MILLION 

 

iv. PARA NO. 1.11, PAGE-8-9, AR-2006-07 
UNAUTHORIZED INSTALLATION OF 200 BASE TRANSCEIVER STATIONS TOWERS BY THE 
CELLULAR COMPANIES AND NON-RECOVERY OF ANNUAL FEE – RS.20 MILLION  

 

v. PARA NO. 1.15, PAGE-11, AR-2006-07 
NON-RECOVERY OF MOBILIZATION ADVANCE - RS.16.1 MILLION AND INTEREST-
RS.1 MILLION 

 

vi. PARA NO. 1.16, PAGE-12, AR-2006-07 
UNJUSTIFIED RELEASE OF DEDUCTED INCOME TAX – RS.11.7 MILLION 
 

vii. PARA NO. 1.17, PAGE-12-13, AR-2006-07 
NON-RECOVERY OF COMPENSATION DUE TO DELAY IN COMPLETION OF WORK - 
RS.7.6 MILLION 

 

viii. PARA NO. 1.18, PAGE-13-14, AR-2006-07 
LOSS DUE TO PURCHASE OF MATERIAL AT HIGHER RATES - RS.5 MILLION 

ix. PARA NO. 1.21, PAGE-15-16, AR-2006-07 
OVERPAYMENT ON ACCOUNT OF ESCALATION OF WAGES – RS.4.2 MILLION 
 

x. PARA NO. 1.21, PAGE-15-16, AR-2006-07 
OVERPAYMENT ON ACCOUNT OF ESCALATION OF WAGES – RS.4.2 MILLION 

 

xi. PARA NO. 1.22, PAGE-16, AR-2006-07 
NON-RECOVERY ON ACCOUNT OF DELAYED PAYMENT CHARGES FROM 
ALLOTTEES OF RESIDENTIAL PLOTS - RS.3.8 MILLION 

 

xii. PARA NO. 1.23, PAGE-16-17, AR-2006-07 
OVERPAYMENT DUE TO SEPARATE MEASUREMENT OF SUB-GRADE - RS.3.7 MILLION 

 

xiii. PARA NO. 1.25, PAGE-18, AR-2006-07 
OVERPAYMENT DUE TO NON-DEDUCTION OF COST OF AVAILABLE STONE - RS.3 MILLION 

 

xiv.  PARA NO. 1.27, PAGE-19-20, AR-2006-07 
OVERPAYMENT DUE TO DEVIATION FROM SPECIFICATIONS – RS.2.8 MILLION 

 

xv. PARA NO. 1.28, PAGE-20-21, AR-2006-07 
NON-RECOVERY ON ACCOUNT OF SERVICEABLE HARD ROCK MATERIAL - RS.2 MILLION 

 

xvi. PARA NO. 1.29, PAGE-22, AR-2006-07 
LESS RECOVERY DUE TO LICENSING OF FEW BASE TRANSCEIVER STATION/ 
TOWERS BY THE CELLULAR OPERATOR - RS.2 MILLION 

 

xvii. PARA NO. 1.33, PAGE-24, AR-2006-07 
NON-RECOVERY ON ACCOUNT OF EXTENSION CHARGES - RS.749,120 

xviii.  PARA NO.1.34, PAGE-24-25, AR-2006-07 
NON-RECOVERY ON ACCOUNT OF ANNUAL GROUND RENT AND DELAYED 
CHARGES - RS.670,577 
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xix. PARA NO. 1.35, PAGE-25, AR-2006-07 
IRREGULAR ENHANCEMENT OF WORK - RS.597,214 

 
xx. PARA NO. 1.36, PAGE-26, AR-2006-07 

NON-RECOVERY DUE TO UNAUTHORIZED RETENTION OF ACCOMMODATION 
BEYOND THE PERMISSIBLE PERIOD -RS.395,093 

 
xxi. PARA NO. 1.37, PAGE-27, AR-2006-07 

LOSS DUE TO NON-ACCEPTANCE OF BID WITHIN VALIDITY PERIOD - RS.259,298 
 

xxii. PARA NO. 1.38, PAGE-27, AR-2006-07 
NON-RECOVERY ON ACCOUNT OF UNAUTHORIZED OPENING OF BASEMENT - RS.250,000 

 

The Audit recommended the above paras for settlement. 
 

PAC DIRECTIVE (31-07-2012) 

The Committee settled the above mentioned Twenty two (22) Paras.  
 

The Proceedings of the meeting ended with vote of thanks to the Chair. 
 

 

 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 

 
Subject:- MINUTES OF THE PAC MEETING HELD ON 20TH JUNE, 2012 

(BRIEFING ON MONETIZATION OF VEHICLES POLICY AND 
FINANCIAL IMPACT) BY THE CABINET DIVISION  

 

  A meeting of the Public Accounts Committee was held on 20th June, 2012, in 

Committee Room No.2 Parliament House, Islamabad at 02:30 p.m. to discuss the following 

agenda:- 
 

i) Finance Division (Briefing on Monetization of Vehicles Policy and its 
financial impact)    

 
ii) Cabinet Division (Briefing on Monetization of vehicles policy and its 

financial impact) 
 

  The following Members attended the meeting:- 

  Public Accounts Committee: 

 

1. Mr. Nadeem Afzal Gondal,  Chairman 
2. Mr. Muhammad Afzal Sandhu,  Member 
3. Mrs. Yasmeen Rehman,   Member 
4. Sardar Ayaz Sadiq,   Member 
5. Ch. Saeed Iqbal,   Member 
6. Mr. Hamid Yar Hiraj,   Member 
7. Mian Riaz Hussain Pirzada  Member 

  8. Mrs. Shahnaz Sheikh,   Member 
9. Mr. Saeed Ahmed Zafar   Member 
10. Mr. Noor-ul-Haq Qadri,   Member 

 

  National Assembly Secretariat: 

   1. Mr. Moosa Raza Effendi  Additional Secretary  
  2. Ms. Roomana Kakar    Deputy Secretary  
  3. Mr. Nisar Ahmad   Section Officer  
  4. Mr. Salamat Ali    OSD  
   

  Audit: 

1. Mr. Ahmed Rasul Bangash  DAG (CA&E) 
2. Mr. Tahir Saeed    DAG (FAO) 
3. Mr. Manzar Hafeez Mian  DAG (Defence Services) 
4. Mr. Manzar Hafeez Mian,  DAG 
7. Mr. Manzoor Akhtar Malik  Director General  
8. Dr. Asif ur Rehman   Director General 
9. Mr. Kamran Rashid Khan  Director 
10. Mr. Mumtaz Hussain   Deputy Director 
 

A Number of representatives of Print and Electronic Media were also 
present during the meeting. 
 

2.  The meeting started with the recitation of the Holy Quran. 
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3.  The Chairman, PAC welcomed the participants and asked the PAOs Cabinet and 

Finance Divisions to introduce themselves and their team. 

4.  Upon a question raised by the PAC, the PAO, Finance Division, explained that 

the idea of monetization policy of cars allotted to the officers in BS-20 to BS-22 appeared first 

time before the Pay and Pension Committee 2001. The said Committee observed that due to cars 

allotted to the entitled officers in BS-20-22 there was wastage of POL, excessive use of staff cars 

and heavy expenditure on repairs/maintenance work. The Pay and Pension Committee 2009 

which was chaired by a former Governor, State Bank of Pakistan also recommended the 

Monetization Policy of Vehicles to be extended for the cars with officers BS-19 and no new cars 

be purchased in future.  

5.  The PAO Cabinet Division also briefed the PAC that the Monetization of 

Vehicles Policy was under consideration of the Government since long to eliminate misuse of 

official vehicles. She informed the PAC that in the first phase it would be enforceable for the 

officers in BS-20 to BS-22. They will be allowed option to purchase the allocated Staff Cars on 

the price to be determined as per following criteria to be evaluated by a Committee constituted in 

each Ministry/Division having representation of Ministry of Finance:- 

a) 15% depreciation for each completed years of life of car on original price 
 

 

b) 20% depreciation per annum on reduction balance on existing market 

price 
 

c) Minimum depreciated price shall not be less than Rs.200,000 for 1000cc 

& Rs.250,000 for 1300cc vehicle  
 

(The highest value (a, b & c) to be adopted as depreciated price). 
 

6.  The Committee was informed that the Federal Government enforced the 

“Compulsory Monetization of Transport Facility for Civil Servants in BS-20 to BS-22” with the 

approval of the Prime Minister. The Policy was implemented w.e.f 1st January, 2012. The 

Committee was also informed about the aims and the objectives of the policy. It was stated that 

the policy was framed on basis of recommendations of Finance Division, approved by Federal 

Government and announced at the time of presentation of Budget 2011-12. The basic objectives 

of policy was to eliminate misuse of officials vehicles and to curtail maintenance expenditure of 

vehicles used for operational duty purposes. The basic parameters of the policy were also 

explained that this policy would be applicable to Civil Servants BS-20 to BS-22 working in 

Ministries/Divisions/ Departments and Subordinate Departments. On the basis of expenditure 

being incurred on provision/maintenance of official transport, entitled officers are allowed 

following transport monetization allowance, per month:- 
 

BS-22 BS-21 BS-20 

Rs.95,910/- Rs.77,430/- Rs.65,960/- 
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7.  The services of drivers have been offered to officers on optional basis on 

deduction of Rs.10,000/- per month.  
 

8.  The vehicles rendered surplus due to enforcement of policy were to be 

surrendered to the Cabinet Division with a certificate by the Principal Accounting Officer. 
 

9.  The Principal Accounting Officer (PAO) of each Ministry/Division will be 

responsible for strict observance of policy and will obtain a Certificate from each entitled officer 

including himself/herself that they are not in possession of or using:- 
 

 Any Project vehicle;  

 Departmental Operational/General Duty vehicle; 

 Any vehicle of an organization or body corporate in ex-officio capacity, 

except the only vehicle allocated through this monetization policy 

 

10.  The Public Accounts Committee after hearing the presentation, decided to 

constitute a Monitoring Committee comprising the following:-       
 

i) Secretary, Finance Division,  Chairman of the Committee  

ii) Secretary, Cabinet Division    Member   

iii) Secretary, Establishment Division  Member  
 

11.  The PAC directed that the Committee would examine the following issues:- 
 

i) The difference of “Financial Impact” caused during first six month 

period from 1st January, 2012 and last six months period from 1st July, 

2011.  
 

ii) The difference of “Expenditure incurred on Pool Vehicles” during the 

said period.  
 

iii) To find out the reasons of not submitting the monthly report on the 

expenditure relating to the CNG, POL and the repairs/maintenance of 

operational/general duty vehicles by the PAOs to the Cabinet Division 

and Finance Division.  
 

iv) The present status of Transport Rules 1980 in view of the existing 

Monetization of Vehicle Policy. 
 

 

v) To look into the matter in the light of Monitoring System and fix 

responsibility upon those who have misused the Policy for Monetization 

of Transport Facility for Civil Servants (BS-20 toBS-22). 
 

12.   The PAC directed that a comprehensive report be submitted within one week to 

the PAC on the above mentioned issues/directions. 
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13.  Further, the PAC also observed that information being furnished by the 

Ministries and Divisions, about vehicles did not reflect required information about the Project 

Vehicles and their use under those Ministries and Divisions.  
 

14.  The PAC expressed concern over such incomplete replies from some Ministries 

and Divisions. Therefore, it was directed that complete information with regard to all Project 

Vehicles used under the administrative control of Ministries/Divisions for the last five years may 

also be provided. The Committee also decided that if Umbrella Projects had been closed, the 

certificates of handing over/taking over of project vehicles be provided to the PAC. 
 

15.  The meeting adjourned with a vote of thanks to the Chair.    

 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 
 

Subject: ACTIONABLE POINTS OF THE PAC MEETING HELD ON 7th AUGUST  2012 
ON THE ISSUE OF COURT CASES OF CDA(CABINET DIVISION) 

 

A meeting of Public Accounts Committee (PAC) was held on 7th August, 2012, in 

Committee Room No. 2, Parliament House, Islamabad, to discuss the Court Cases of CDA 

(Cabinet Division). The representatives of CDA informed the PAC that 5242 cases are pending 

before different courts and 19 Advocates had been deputed in Supreme Court of Pakistan, High 

Court and other different courts and an amount of 3.5 Million have been paid to these counselors 

during the year 2010-11. The CDA has presented a bifurcation of these CDA court cases:- 

COURT WISE BREAK UP 

 
S. No. 

 
COURT OF LAW 

TOTAL PENDING COURT 
CASES 

1. Supreme Court of Pakistan Regular Cases 41 No’s 
2. Human Rights Cases in Supreme Court of 

Pakistan 
409 No’s 

3. High Court Islamabad, Cases 670 No’s 
4. Civil / Distt. Court Cases 1564 No’s 
5. NIRC (Labor Cases) 41 No’s 
6. DC, CDA (Revenue Courts) 1818 No’s 
7. Senior Special Magistrate / Additional Collector 

Recovery 
500 No’s 

8. Commissioner 200 No’s 
 Total 5243 

 

A list pertaining detail of the above cases also presented before the PAC.  

2. The Honorable members of the Public Accounts Committee raised certain 

observations on the Court Cases of CDA pending before the Supreme Court of Pakistan, High 

Courts and other different Courts Civil and Session Courts. The PAC, with reference to the Cases 

pending in different Court, has given the following directions:- 

PAC DIRECTIVE (07-08-2012) 
 

i) that a Committee to be Chaired by the Additional Secretary (PAC) along with D.G Law (CDA), 

Chief Legal Advisor (CDA) and representative of D.G Audit Works (Federal), should look into the 

CDA’s court cases pending in Supreme Court of Pakistan, High Courts, Civiland Session Courts and 

to formulate a comprehensive report for the PAC so that a request to the Attorney General and other 

concerned quarters be made for pursuance of pending cases vigorously. 

ii) The record of court cases may be got computerized within fifteen days. 

iii) The amount involved in each Court Case may also be indicated. 

iv) The details of Court Cases involved in stay orders may intimated. 

v) Details of Cases pending for ten years or more and the amount involved therein.  

vi) Undue tendency in Court Cases should be avoided and action be taken against officials found 

responsible for undue delay. 

 

***** 
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CAPITAL ADMINISTRATION AND DEVELOPMENT DIVISION 
2006-07 

 
 
2. OVERVIEW 

 
Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the Capital 

Administration and Development Division were examined by the Public Accounts Committee on 

24th October, 2012, 5th December, 2012 and subsequently on 9th January, 2013. During the                   

1st round of PAC meeting the Committee issued its directions and other rounds of PAC meetings 

were held to ensure the implementation of PAC directives issued during the previous rounds. 
 

2.1      Seven grants and twenty paras were presented by the AGPR and Audit. 
 

2.2. Six grants and one para were settled by the Committee after the justification given by the 

PAO. 
 

2.3 In few paras recoveries were directed. 
 

2.4 One case was referred to the NAB for inquiry. 

2.5 The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations to pursue the court cases 

vigorously, recover the balance amount, ensure the implementation PAC directives, hold 

DACs on regular basis , provide all required record to the Audit for verification, reconcile 

the accounts with the AGPR, ensure zero saving and zero excess and in time surrender. 
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MINISTRY OF CAPITAL ADMINISTRATION AND DEVELOPMENT 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 24th October, 2012, 5th December, 2012 and subsequently on 9th January, 2013., regarding 

Appropriation Accounts, Audit Report for the year 2006-07 on the accounts of Ministry of 

Tourism, Ministry of Social Welfare and Special Education and Ministry of Education 

(Devolved) under Ministry of Capital Administration and Development were summarized below:- 

CAPITAL ADMINISTRATION AND DEVELOPMENT DIVISION 
MINISTRY OF  SOCIAL WELFARE AND SPECIAL EDUCATION 

 
APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

 
1.  GRANT NO.107- SOCIAL WELFARE AND  SPECIAL EDUCATION DIVISION 

The AGPR pointed out that the grant closed with an excess of Rs.3,684,205 which worked out to 

0.06 percent of the total grant. An amount of Rs.610,799 was surrendered increasing net excess to 

Rs.4,295,004 (0.07%). A supplementary grant of Rs.3,899,718 was sanctioned but not included in 

the supplementary schedule of authorized expenditure. 

PAC DIRECTIVE 09-01-2013 

The Committee settled the grant. 

2. GRANT NO.108 – OTHER EXPENDITURE OF SOCIAL WELFARE AND  SPECIAL 
EDUCATION DIVISION 

 

The AGPR pointed out that the grant closed with a saving of Rs.1,184,246 which worked out to 

2.05 percent of the total grant. An amount of Rs.650,000 (1.12%) was surrendered leaving net 

saving of Rs.534,246 (0.92%). 

PAC DIRECTIVE 09-01-2013 

The Committee settled the grant. 

3. GRANT NO.157 – DEVELOPMENT EXPENDITURE OF SOCIAL WELFARE AND  
SPECIAL EDUCATION DIVISION 

 

The AGPR pointed out that the grant closed with a saving of Rs.48,424,116 which worked out to 

16.01 percent of the total grant. An amount of Rs.28,604,604 (9.46%) was surrendered leaving 

net saving of Rs.19,819,512 (65.54%). 

PAC DIRECTIVE 09-01-2013 

The Committee settled the grant. 

MINISTRY OF EDUCATION(DEVOLVED) 
 

4. GRANT NO.29-EDUCATION DIVISION 
 

The AGPR pointed out that the grant closed with a saving of Rs.45,505,679 which worked out to 

7.02 percent of the total grant. An amount of Rs.17,672,561(2.72%) was surrendered leaving  net 

saving of Rs.27,833,118(4.29%). 
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PAC DIRECTIVE (09-01-2013) 
 

The Committee settled the grant subject to verification by the Audit and reconciled the Accounts 

with AGPR within three or four days. 
 

5. GRANT NO.31-EDUCATION 
 

The AGPR pointed out that the grant closed with a saving of Rs.18,180,775 which worked out to 

2.63 percent of the total grant. An amount of Rs.1,260,000(0.18%) was surrendered leaving  net 

saving of Rs.16,920,775(2.44%). A supplementary grant of Rs.12,000,000 was sanctioned but not 

included in the supplementary schedule of authorized expenditure. 

PAC DIRECTIVE (09-01-2013) 
 

The Committee settled the grant subject to verification by the Audit. 
 

6. GRANT NO.137-DEVELOPMENT EXPENDITURE OF EDUCATION DIVISION 
 

The AGPR pointed out that the grant closed with a saving of Rs.2,643,229,349 which worked out 

to 40.03 percent of the total grant. An amount of Rs.2,144,089,000 (32.47%) was surrendered 

leaving net saving of Rs.499,140,349 (7.56%). 

PAC DIRECTIVE (09-01-2013) 
 

The Committee directed the PAO to reconcile the accounts with the AGPR. The grant was 

referred back to DAC with the instruction to resolve it within four days. 

   7. GRANT NO.32-FEDERAL GOVERNMENT EDUCATIONAL INSTITUTIONS IN THE 
CAPITAL AND FEDERAL AREAS 
 

The AGPR pointed out that the grant closed with a saving of Rs.22,550,506 which worked out to 

1.12 percent of the total grant.   

The PAO explained the reason of saving /excess was due to that Finance Division (Regulation 

Wing) vide O.M.Nos.F.1(5)Imp/2006 dated 24th June, 2006 granted dearness allowance @ 15% 

of basic pay to all civil employees from BPS-1-22 and teaching allowance @ Rs.500/-pm, 

Rs.750/-pm & Rs.1000/pm to all the teaching staff who possessed the prescribed qualifications 

i.e. PTC, CT & B.ed. respectively, working in 419 Educational Institutions (including Model 

Colleges) w.e.f. 1st July, 2006. The existing strength of teaching staff was 7539. As far as 

dearness allowance was concerned, the same was posted in salaries by the AGPR, Islamabad at 

their own. Due to hectic Codal Procedure regarding the issuance of necessary sanctions related to 

the grant of teaching allowance, a large number of applications were not finalized in the same 

financial year, which caused saving of Rs.22.5 million in the financial year 2006-07 which was 

very nominal as compared to overall budgetary allocation in the said financial year. The impact of 

saving was only 1.124% and 0.002% as far as per institution was concerned.  

PAC DIRECTIVE (24-10-2012) 

The Committee referred the grant back to DAC and directed the PAO to share with the Audit and 

verified from the Audit and the portion already verified by the Audit was settled. 

PAC DIRECTIVE (05-12-2012) 
The Committee settled the grant with the direction that there should be zero savings and zero 

excess in future. 
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AUDIT REPORT ON THE ACCOUNTS OF CAPITAL ADMINISTRATION AND 

DEVELOPMENT DIVISION FOR THE YEAR 2007-08 (FY 2006-07) 

1. PARA-6.1 (PAGE-79-80) AR 2007-08 (FY 2006-07)  
(PRINTED UNDER DEVOLVED M/O EDUCATION) 
MISHANDLING OF GOVERNMENT FUNDS RESERVED FOR CASH AWARDS TO 
DESERVING STUDENTS - RS. 2.551 MILLION (RS. 1,556,032 + RS. 995,284) 
 

The Audit pointed out that para 12 of GFR Vol-I states that funds should be utilized for the 

purpose for which these are allocated. Rule 290 of FTR volume-I elaborates that no money shall 

be drawn from the treasury unless it was required for immediate disbursement. It was not 

permissible to draw money from the treasury in anticipation of demands or to prevent the lapse of 

budget grants. 
 

The Audit further pointed out that during the financial year 2006-07 nineteen deserving students 

were nominated by the “Scholarship section” of the Training Wing for distribution of cash awards 

of Rs. 1,227,715. By 23.12.2006, drafts of Rs. 232,431 were prepared for seven students, 

whereas, drafts of Rs. 995,284 for remaining twelve students were prepared after a delay of two 

and a half months. The management delayed the payment despite the fact that sufficient fund (a 

cheque in-hand of Rs. 2,226,000 dated 27.09.2006 in the name of DDO) under the Distinguished 

Achievers Award was available with them.  It was also observed that management has issued 

advances for departmental expenditure amounting to Rs 1.556 million during 2005-06 and 2006-

07. These funds were intended for distribution to deserving students. This amount was originally 

kept under the head “Cash Awards to students”.  

Moreover, management kept large cash balances regarding the awards to students 

amounting to Rs 4.114 million instead of depositing the amount into the treasury at the 

end of the financial year. Audit is of the opinion that; deserving students should not be 

deprived from their rights of achievement awards, funds earmarked for deserving 

students should not be used to meet departmental expenditures, advances to departmental 

officers should not be made from the funds reserved for deserving students, timely 

payments of cash awards may be made to the students and an enquiry may be held to rule 

out possibility of fraud. 

The PAO stated that departmental expenditure out of funds drawn for cash awards to the 

students was made with the approval of competent authority subject to recoupment. 

The Audit informed that ministry convened DAC meeting on 07.01.2013 at 03:00 p.m. of which 

intimation was received at 11:30 a.m. on the same date. Audit, however, attended DAC meeting. 

The audit para was not discussed in DAC meeting as Ministry did not provide the Working 

Papers. Management had not provided record of the amount deposited into treasury for 

verification by Audit. Audit suggested that Ministry may be advised to provide the record to 

Audit for verification. 
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PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to hold DAC, and provide all record to Audit for verification. 

2. PARA-6.2 (PAGE-80) AR 2007-08, (FY 2006-07) (PRINTED UNDER DEVOLVED 
MINISTRY OF EDUCATION) FUNDS RETAINED IN NON-LAPSABLE PERSONAL 
LEDGER ACCOUNT – RS. 7.822 MILLION 

 

The Audit pointed out that Para 95 of GFR Volume-I that states all anticipated savings should be 

surrendered to Government immediately as they are foreseen.  

Audit further pointed out that during the audit of Federal Directorate of Education (FDE) it was 

observed that management transferred funds amounting to Rs. 7.822 million reserved for the 

procurement of furniture and other equipment during financial year 2006-07 from lapsable 

account of the Federal Directorate of Education to non-lapsable account of Pakistan Public Works 

Department. The management failed to utilize the funds allotted for the said purpose during 

financial year 2006-07 and these funds were still lying in the non-lapsable account of Pak PWD 

as on 06.11.2007. Detail of Rs. 7.822 million. Similar irregularity was also pointed out vide audit 

para No. 17 of Draft Audit Report 2005-06.  

The PAO stated that the funds provided for procurement of furniture, science equipment, sports 

material and books, etc. under the project titled “Establishment of F.G. Girls Model School” had 

been adjusted in the approved revised PC-I costing Rs. 102.141 million and no more funds under 

the subject project have been placed in non-lapsable account PLA of Pak PWD. The amount of 

Rs. 3.655 million under the project titled “Establishment of Islamabad Model Middle School for 

Girls, in the colony of FECHS at Korang Town had been utilized through open tenders / bids. The 

utilization report had also been furnished to the Director General Audit vide letter dated 

02.03.2010. 

The Audit informed that regarding Rs. 3.655 million, management provided copies of cheques 

according to which payments were made by Executive Engineer CCD-V, Pak PWD, Islamabad 

for procurements of stationery and miscellaneous nature items by the Federal Directorate of 

Education. Pak PWD was not meant for procurement of such items as they are dealing with 

Construction Works. Hence, matter may be inquired. As regards Rs. 4.167 million given to Pak 

PWD for procurement of furniture and equipments, etc. the management had not provided record 

relating to utilization of the amount by Pak PWD. Retention of funds Rs. 7.822 million (Rs.3.655 

million + Rs.4.167 million) as on 30.06.2007 of FY 2006-07 may be got regularized from 

Finance Division. Unspent balance may be refunded to Government treasury besides providing 

the record/statement of utilization of funds in subsequent years. 

PAC DIRECTIVE (05-12-2012) 
The Committee referred back the para to DAC with the direction that responsibility may be fixed 

for transferring the funds from lapsable to non-lapsable account and procurement of items like 

stationary etc. by the PAK PWD who were basically meant for work of construction and record 

of utilization funds of Rs.4.167 million may be provided to the Audit for verification within 

twenty days. 
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3. PARA-10.1 (PAGE-126-128) AR 2007-08, (FY 2006-07) (PRINTED UNDER DEVOLVED 
MINISTRY OF HEALTH) UNAUTHORIZED TRANSFER OF GOVERNMENT FUNDS 
FROM DIFFERENT PROJECTS INTO A COMMERCIAL BANK ACCOUNT – RS. 
467.733 MILLION 

 

The Audit pointed out that during the scrutiny of record pertaining to different projects for the 

fiscal year 2006-07 it had been observed that the management of PIMS transferred a sum of Rs. 

467,732,747 in the commercial bank account maintained at NBP, PIMS Branch, Islamabad at the 

close of financial year to avoid the lapse of funds. The details of the funds transferred and 

retained in NBP, PIMS Branch, Islamabad showing deposit into LC marginal account. Audit had 

observations on Installation and testing of sensitive equipment was delayed due to incomplete 

civil works. Instead of surrendering the funds, Pakistan Institute of Medical Sciences deposited 

these funds in a commercial bank on 29.06.2007. Funds for civil works, released to Armed Forces 

Institute of Cardiology and National Institute of Cardiovascular Diseases were not utilized. Rs. 5 

million were released to each hospital, but till 09.06.2008 adjustments accounts were not received 

by PIMS.  Due to delay in project execution funds were not efficiently utilized by the due date 

and as a result installation and operation of valuable diagnostic machines was delayed by more 

than one year. Government funds were blocked and kept in a bank account without authorization. 

In the Financial Statements, funds were shown as utilized and project completed, but on ground 

the equipment was not installed. Deserving patients were deprived of the benefits of these 

machines for more than a year.  

The Audit further informed that budget was authorized by the Parliament for one year. The 

purpose of this activity was that in a cash starved country like Pakistan the activities were 

prioritized and funds were spent on projects and programs according to the government priorities. 

If the funds were not efficiently utilized in the given time frame then objectives set by the 

Government were not achieved. When these funds were not surrendered, the policy-makers are 

deprived of information about available funds which should be allocated to priority sectors at the 

start of financial year. 

The PAO stated that during the financial year 2006-07 Rs. 467.766 million were transferred to 

NBP, PIMS Branch, Islamabad for opening of different LCs for procurement of equipment for the 

projects; (i) Establishment of Burn Care Centre (49.449 million) (ii) Establishment of Burn 

Centre (51.902 million) (iii) Establishment of Cardiac Surgery (16.382 million) and (iv) 64 Slice 

Helical CT Scan (350.000 million).   

LCs mentioned were released to the relevant firm. Paid bills were available for verification. PIMS 

was declared as focal point to complete procurement process to supply three 64 Slice Helical CT 

Scan, one each to PIMS, Islamabad, AFIC, Rawalpindi and NICVD, Karachi. For this purpose an 

amount of Rs. 350 million was placed at disposal of PIMS for payment after completion of 

procurement process. The contractor M/s Siemens supplied equipment at PIMS and AFIC, 

Rawalpindi and payment was made to the contractor. As regards installation of machine at 
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NICVD, Karachi the Institute submitted the bill to PIMS on 30.12.2011 which was returned to 

NICVD, Karachi with certain observations. As soon as observations are settled payment will be 

made under intimation to Federal Audit.  

The Audit informed that M/s Siemens Pakistan Pvt. Ltd. delivered equipment on 21.05.2007 to 

AFIC Rawalpindi within stipulated time, i.e. 25.05.2007. Installation was made on 31.12.2008, 

i.e. 585 days late; installation was delayed by AFIC, Rawalpindi as building structure was late. 

Similarly, funds Rs. 120.00 million for equipment of NICVD, Karachi were still lying with bank 

and equipment was not installed. Further, reasons of unspent funds of Rs.3.051 million lying in 

LC account of PIMS may be enquired.   

The Audit requested to fix responsibility for non-utilization of equipment as the public was 

deprived from the intended benefits and to regularize unspent balance of 30.06.2007 to 

subsequent financial years from Finance Division. 

PAC DIRECTIVE (05-12-2012) 
The Committee directed the PAO to verify the record for shifting of amounts to banks accounts 

including PLS accounts and payment made there from within two days. The management should 

provide record related installation of equipment at NICVD Karachi and payment made if any. 

Un-spent balance lying in bank account may be deposited in the Government treasury and 

irregularity may be regularized from the Finance Division within twenty days. 

4. PARA-10.2 (PAGE 128-129) AR 2007-08, (FY 2006-07) (PRINTED UNDER DEVOLVED 
MINISTRY OF HEALTH) NON RECOVERY OF PENALTY – RS. 11.161 MILLION 

 

The Audit pointed out that the Pakistan Institute of Medical Sciences (PIMS) placed supply order 

for the purchase of 1.5 Tesla MRI Systems on 27.06.2006. The equipment was purchased from 

M/S Matora Diagnostics Pvt. Ltd. Islamabad for US$ 1.577 million. Civil work was also awarded 

to the same firm at a cost of Rs. 5.4 Million. The vendor was required to install the equipment by 

16.02.2007, which was actually installed on 13.06.2007. Due to the late completion of civil works 

the site could not be prepared for the commissioning of the MRI system which resulted in delay 

of 117 days. As per Clause 8 of supply order, if the supplier fails to supply and install the system 

within the stipulated time period then a penalty @ 0.1 % per day was required to be imposed on 

the total value of equipment and civil works, which was not imposed. The total value of purchase 

of equipment and civil works was Rs. 101,376,220 and the penalty of Rs. 11,861,018 @ 0.1% 

was to be recovered from the firm.  

The PAO stated that constituted Facts Finding Inquiry Committee regarding imposition of penalty 

on M/s Matora Diagnostics due to late supply/late completion of contract. The Committee held 

the view that vendor supplied/installed equipment as per terms and conditions of contract within 

allowed period. However civil works was delayed for 71 days. The Committee recommended to 

impose penalty of Rs. 369,661 the matter was discussed in the DAC held on 21.05.2008 the DAC 

directed to recover amount of penalty as pointed out by the inquiry committee of PIMS. 

Accordingly amount of penalty was recovered from the final payment of the firm. 
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The Audit informed that PIMS management had not made recovery of Rs. 11.161 million from 

the firm. According to report of the inquiry report dated 08.05.2008, no time frame was given for 

Civil Works. Therefore, Committee recommended penalty for 71 days @ Rs.0.1% amounting to 

Rs. 369,661. The conclusion of inquiry report dated 08.05.2008 was not based on facts because 

M/s Matora Diagnostics (Pvt) Limited was awarded the contract of supply of MRI system and the 

Civil Works vide Supply Order dated 27.06.2006. Therefore, the firm was bound to complete the 

Civil Works before the stipulated time for installation of equipment, i.e. 16.02.2007. Therefore, 

recovery of Rs. 11.161 million for delay of 117 days, already worked out by Audit may be 

recovered from the firm and deposited into Government account. 

PAC DIRECTIVE (05-12-2012) 
 

The Committee recommended to impose penalty of Rs. 369,661 the matter was discussed in the 

DAC held on 21.05.2008 the DAC directed to recover amount of penalty as pointed out by the 

inquiry committee of PIMS. Accordingly amount of penalty was recovered from the final 

payment of the firm. 

The Committee directed the PAO to recover the amount and impose penalty as pointed out in 

DAC and verified from the Audit within twenty days. 

5. PARA-10.3 (PAGE-129) AR 2007-08, (FY 2006-07) (PRINTED UNDER DEVOLVED 
MINISTRY OF HEALTH)  OVERCHARGING BY CONTRACTOR – RS. 2.276 MILLION  

 

The Audit pointed out that the management of PIMS, Islamabad awarded tender to M/s BOC 

Pakistan Limited, Taxila for the supply of liquid medical oxygen with the condition that the rate 

should not be higher than any federal government hospital/institute. Contrary to this condition, 

M/s BOC Pakistan Limited was supplying liquid medical oxygen to three different hospitals at 

different rates. This resulted in a loss of Rs. 2.276 million to PIMS. M/s BOC supplied liquid 

medical oxygen @ Rs. 28 per cubic meter from December, 2003 to May, 2005 to the Capital 

Hospital, Islamabad and the same firm supplied liquid medical oxygen to PIMS, Islamabad @ Rs. 

32.50 per cubic meter for the same period, i.e. December, 2003 to May 2005 which was     Rs. 

4.50 per cubic meter more than that of Capital Hospital. This difference amounts to Rs. 2,276,554 

for the given period. 

The Audit further pointed out that the management of PIMS before awarding the tender did not 

carry out any research into the rates being offered to other federal government hospital, which 

resulted in the purchase of a higher value compared to another federal government hospital.   

The PAO stated conditions did not exist in the contract for the period 2003-04 that the rate should 

not be higher than any Federal Government Hospital/Institute. M/s BOC was also asked to 

explain the reason for disparity in rates they informed that: The prices to different customers were 

based upon customer geographical locations, supply source distribution, logistics, company sales 

strategy, etc. It was further added that bills of BOC had been retained by PIMS and recovery can 

be effected if so decided. 

Audit further informed that the management provided record on 27.08.2012 for verification. 

Monopoly Control Authority (Competition Commission of Pakistan) letter dated 29.08.2008 
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clarified that there was insubstantial difference in price of liquid medical oxygen sold to Capital 

Hospital and PIMS. This was not admitted because the station was same and the management of 

PIMS should have analyzed the rate of oxygen being supplied to other hospitals. Loss of Rs. 

2.276 million may be recovered from the available retention money of the firm lying with PIMS. 

PAC DIRECTIVE (05-12-2012) 
 

The Committee directed that amount already available with the PIMS may be recovered from the 

contractor and deposited in the Government treasury within twenty days. The recovery be verified 

from the Audit. 

6. PARA-10.5 (PAGE 131-132) AR 2007-08, (FY 2006-07) (PRINTED UNDER DEVOLVED 
MINISTRY OF HEALTH) VEHICLES OF DIFFERENT PROJECTS NOT USED FOR 
INTENDED PURPOSES 
 

The Audit pointed out that rule 11 of Staff Car Rules, 1980 states that a staff car belonging to an 

Attached Department or a Subordinate Office of a Division shall not be used by the 

Administrative Department and every Department or office shall be responsible for any misuse or 

irregularity committed in this behalf. Under section 7 of the Federal Ministers and Ministers of 

State (Salaries, Allowance and Privileges) Act, 1975 Ministers were entitled to avail the facility 

of only one official vehicle. Scrutiny of the record of National Institute of Health, Expanded 

Program for Immunization, GAVI and PIMS, Islamabad revealed that the vehicles (Toyota Land 

Cruiser, IDE-468, Provided by NIH), (Luxury Land Cruiser-Prado 5 door, X-91-38, Provided by 

NIH), (Double Cabin 4x4, GF-922, provide GAVI) remained in the custody of Federal Minister 

for Health from July, 2005 to June, 2007: 

The Audit further pointed out that the vehicles were used in addition to the one provided by the 

Cabinet Division, i.e. Toyota Corolla No. IDM 273. Audit also noted that during the financial 

year 2005-06 & 2006-07 all the expenditure on the repair, maintenance and POL of the above 

said vehicles was incurred out of the respective budget of these organizations. Further, according 

to Cabinet Division O.M. No. 1/15/2007-CPC dated 11.01.2008 staff cars attached with Ministers 

had become surplus upon the dissolution of the National Assembly and were supposed to be 

surrendered to the government/Cabinet Division. Hence, any use of and expenditure incurred on 

these staff cars after 15.11.2007 is a violation of these instructions and Rule 3(4) of Staff Car 

Rules, 1980. These vehicles were used by Ex-Minister even till February, 2008. Audit 

recommends that recovery against unauthorized use of these vehicles may be worked out and 

should be made from the concerned individual. 
 

The PAO stated that Suzuki car No. IDB 8773 pertained to PIMS. As per record no POL was 

issued for this vehicle. However, an expenditure of Rs. 31,790 was incurred on repair and 

maintenance of vehicle. The National Assembly Secretariat may be requested to take necessary 

steps to recover the said amount from the ex-Federal Minister. 

The Audit further informed that audit para pertained to NIH, EPI, GAVI and PIMS. CAD 

Division was controlling Ministry of the PIMS. Hence, part of para relating to PIMS was 

proposed to be discussed by PAC. The portions of the Audit Para relating to NIH, EPI and GAVI 
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may be transferred to the respective Ministries. PIMS management admitted use of vehicle 

Suzuki Car IDB 8773 by the Ex-Federal Minister for Health, expenditure Rs. 31,790 incurred on 

repair and maintenance of the said vehicle, may be recovered. 
 

PAC DIRECTIVE (05-12-2012) 

The Committee directed the PAO to fix responsibility against those officials and officer who 

allowed the vehicles to Ex-federal Minister. Letter already written for recovery may be provided 

to Audit for verification and case of recovery be pursued. 

7. PARA-5.18 (PAGE 107) AR 2007-08, (FY 2006-07) (PRINTED UNDER MINISTRY OF 
HOUSING & WORKS) NON-RECOVERY ON ACCOUNT OF EXECUTION OF 
DEFECTIVE WORK – RS. 1.5 MILLION  

 

 

 

The Audit pointed out that according to Clause 14 of Standard Agreement (CPWD 7) if the 

contractor fails to rectify the bad/defective work, the Engineer in-charge may rectify the defects 

or re-execute the work at the risk & expense in all respects of the Contractor. It was noticed that 

payment of Rs. 1,498,068 was made to the contractor for rectification of work but its recovery 

from the defaulting contractor was not forthcoming from the record. Matter may please be looked 

into and factual position may be intimated besides recovery from the source responsible.  
 

The PAO stated that the para was printed under Ministry of Housing and Works and subsequently 

transferred to Federal Audit. The audit observation was delivered to PIMS on 04.10.2012. 

However, it did not contain necessary details, i.e. name of contractor and details of job, etc. It was 

requested that aforementioned details may be provided by Audit for compliance of audit 

instructions. The client department would be asked to recover the amount for rectification of bad 

work from the contractor. It was further replied that, the para was discussed in the DAC meeting 

dated 26.08.2008 wherein department contended that defective work was not got executed by Pak 

PWD rather it was executed by PIMS authorities themselves.  
 

The Audit informed that PIMS representative visited Federal Audit on 05.10.2012 and obtained 

relevant/required documents. The documents indicate that PIMS has been corresponding with the 

contractor regarding execution of defective work. Management has neither replied nor discussed 

the para in DAC meeting. 
 

The Audit requested the PAC to recover the amount from the contractor and deposit into 

government account.  
 

PAC DIRECTIVE (05-12-2012) 
 

 

On the information provided the the department the Committee directed the PAO that to pursue  

the case in the Higher Court and take-up the matter regarding stay for indefinite period with the 

Attorney General and report to PAC Sectt.  The para was pended. 
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MINISTRY OF TOURISM (DEVOLVED) 
AUDIT REPORT ON THE ACCOUNTS OF CAPITAL ADMINISTRATION AND 

DEVELOPMENT DIVISION FOR THE YEAR 2007-08 (FY 2006-07) 
{Prepared by Directorate General Audit (Federal Government), Islamabad} 

 

 
8. PARA-16.1 (PAGE-182-183) AR 2007-08 (FY 2006-07)  

(PRINTED UNDER DEVOLVED M/O TOURISM) 
NON FIXATION OF FAIR RATES IN HOTEL INDUSTRY 

 

The Audit recommended the para for settlement. 

PAC DIRECTIVE 09-01-2013 
The Committee settled the para. 

 

9. PARA-16.2 (PAGE-183-184) AR 2007-08 (FY 2006-07)  
(PRINTED UNDER DEVOLVED M/O TOURISM) 
NON-RECOVERY OF PENALTY - RS. 50.30 MILLION 

 

 

The Audit pointed out that as per Section 22 of the Pakistan Hotels and Restaurants Act, 1976 

(Act No. LXXXI of 1976) and the Rules, 1977 any owner who fails to apply for registration 

within time specified in Section 5, i.e. within 2 months from opening of hotel/restaurant shall be 

liable to pay the Controller a penalty of such sum not exceeding five thousand rupees as the 

Controller may impose and in the case of continuing failure, an additional penalty which may 

extend to one thousand rupees for every day after the first during which he had persisted in the 

failure. Further, as per Section 24 of the Act any sum imposed as penalty under this Act shall be 

recoverable as “arrears of land revenue”. 

The Audit further pointed out that in the office of Deputy Controller, Tourists Services, Lahore 

heavy amounts on account of day to day penalty was not recovered from the owners of un-

registered hotels and restaurants. An amount of Rs. 50.30 million was calculated as day to day 

penalty up to 29.02.08. In these cases penalty of imposed, while there are a significant number of 

business entities in Lahore which were not registered with the department, and are a significant 

source of revenue collection which seems to be ignored. 

The PAO stated that the department was making all out efforts for recovery of the penalty of Rs. 

50.30 million, as a result of which an amount of Rs. 59,200 had been recovered. Out of the 

defaulters, seven hotels and restaurants filed appeals before the Appellate Authority which were 

accepted. According to the Regional Office, Department of Tourist Services, Lahore 34 

restaurants/hotels had been closed while for recovery of penalty from the remaining 41 

restaurants/hotels was being pursued with the concerned DCOs. 

The Audit informed that Cabinet Division vide letter dated 10.12.2012 has decided that CA&D 

Division will deal with this audit para. Ministry convened DAC meeting on 07.01.2013 at 03:00 

p.m. intimation of which was received at 11:30 a.m. on the same date. Audit, however, attended 

DAC meeting and during meeting incomplete Working Papers containing only two paras of 

devolved Ministry of Tourism were provided, which were not discussed. Audit suggested that 

PAO may explain to PAC. 

PAC DIRECTIVE (09-01-2013) 
The Committee directed the PAO to hold DAC within a week. 
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10. PARA-16.3 (PAGE-184-185) AR 2007-08 (FY 2006-07)  
(PRINTED UNDER DEVOLVED M/O TOURISM) 
NON-RECONCILIATION OF REVENUE COLLECTED - RS. 6.977 MILLION 
The Audit pointed out that according to Rule 26 of GFR Volume-I, it was the duty of the 

departmental controlling officers to see that all sums due to government are regularly and 

promptly assessed, realized and duly credited in the Public Account. They should accordingly 

arrange to obtain from their subordinates monthly accounts and returns in suitable form claiming 

credit for so much paid into the treasury or otherwise accounted for and compare them with the 

statements of treasury credits furnished by the Accountant General, to see that the amounts 

reported as collected have been duly credited in the Public Account. 
 

The Audit further pointed out that on contrary to the above rule the Deputy Controller, Tourist 

Services, Karachi collected revenue on account of license fee, license renewal fee and registration 

fee from hotels, restaurants, tour agencies & tour operators during 2005–2006 and submitted an 

amount of Rs. 7,561,170 at the counter of Federal Treasury. The amount of Rs. 6,977,770 was not 

verified by FTO despite lapse of 18 months which is in violation of Para 26 of GFR Volume-I. 
 

The PAO stated that during the year 2005-06 the revenue receipts amounting to Rs. 6,297,620 

have been verified / reconciled by Federal Treasury Office out of Rs. 6,977,770 and remaining 

balance of amounting to Rs. 680,150 is under process for reconciliation in various Treasury 

Offices in the province of Sindh. Once reconciliation/verification is complete, Audit will be 

informed accordingly. Revenue collected during the year 2006-07 of Rs.10,714,960 has been 

reconciled by DTS, Karachi. 
 

The Audit informed that Cabinet Division vide letter dated 10.12.2012 has decided that CA&D 

Division will deal with this audit para. Ministry convened DAC meeting on 07.01.2013 at 03:00 

p.m. intimation of which was received at 11:30 a.m. on the same date. Audit, however, attended 

DAC meeting and during meeting incomplete Working Papers containing only two paras of 

devolved Ministry of Tourism were provided, which were not discussed. Audit suggested that 

PAO may explain to PAC. 

PAC DIRECTIVE 09-01-2013 
The Committee directed the PAO to hold DAC within a week. 

SPECIAL AUDIT REPORT ON THE ACCOUNTS OF TAWANA PAKISTAN PROJECT 
PERTAINING TO THE MINISTRY OF CAPITAL ADMINISTRATION AND 

DEVELOPMENT FOR THE YEAR 2007-08 (FY 2006-07) 
 

11. AUDIT OBJECTIVE-I (PAGE 13 TO 16) OF SAR (2007-08) (FY 2006-07) 
ACCORDING TO THE LABORATORY REPORTS, MILK PROVIDED TO SCHOOL 
CHILDREN WAS NOT FIT FOR HUMAN CONSUMPTION. 

 

The Audit pointed out that audit procedures carried out in the 23 schools of selected districts gave 

 startling results.  Almost 73% of school teachers stated that milk supplied to the schools turned 

sour even before its expiry date. This shows that dietary support was more of a health hazard than 

an attraction in real terms. The poor children and their families, unaware of the situation, 

responded favorably to the incentive as reported later in the report. To test the validity of the 

teachers’ assertion, Audit got the samples of milk packets analyzed at the Pakistan Council of 
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Scientific and Industrial Research (PCSIR) Laboratory. The result clearly showed that the milk 

supplied to the schools was not fit for human consumption.  
 

Clause 8 of Memorandum of Understanding (MoU) signed between TAWANA Pakistan Project 

and VITA Pakistan Limited states that, “Nutrient Milk Drink shelf life is three months subject to 

proper transportation and ideal storage condition.” MoU further required that ex-factory samples 

will be regularly tested in the laboratory instead of post-factory samples. The project record 

showed that ex – factory samples were sent for testing during May and June 2007 and that the 

testing revealed that both milk and biscuits were not fit for human consumption. It was surprising 

to note that the supply of these items continued to the schools, putting children’s’ health at risk. 

Further, an advance payment of Rs. 150 million was made to Ms Vita Pakistan even after the test 

results, something that defies common sense. It was also noted that no supplies were made 

against the advance till the finalization of this report. The project allowed payment of Rs. 33.5 

million as mobilization advance against which Rs. 254.133 million was paid to the suppliers. 

Advance actually paid is about 660% of the admissible ceiling. Against this advance, only Rs. 52 

million were adjusted and the balance (Rs. 202.630 million) remained unadjusted.   
 

The Audit informed that the interests of suppliers were unduly protected at the expense of 

children for whom the project was launched in the first place. The children were exposed to risk 

of malnutrition and related public health hazard. Weak contract management coupled with weak 

monitoring of the project made enforcing accountability nearly impossible. This is a critical risk 

for the project. Audit notes that the vendors were rewarded with advances for supplying 

substandard food items rather than being penalized for playing with the lives of children. One 

such company MAZA Pak was paid the entire contract amount of Rs. 74.133 million as advance 

payment. M/s EM-5 Lahore confirmed that it received Rs. 23,182,999 from the project whereas 

the record showed that Rs. 34,971,999 was transferred to this vendor. It means that Rs. 11.789 

million remained unaccounted for. In one case we saw that as per the bank statement Rs. 2.8 

million issued to M/S EM-5 was drawn through cash. Following are some of the clauses of Public 

Procurement Rules which were violated. Rule 23(1) of Public Procurement Rules, 2004 states 

that for competitive and transparent bidding process bidding documents should be prepared 

consisting of instructions to bidders,  form of bid, form of contract, general or special conditions 

of contract, specifications and drawings or performance criteria (where applicable), list of goods 

or bill of quantities (where applicable), delivery time or completion schedule, qualification 

criteria (where applicable), bid evaluation criteria, format of all securities required (where 

applicable), details of standards (if any) that were to be used in assessing the quality of goods, 

works or services specified. In addition, the Procuring Agencies shall formulate precise and 

unambiguous bidding documents that shall be made available to the bidders immediately after the 

publication of the invitation to bid.”  

During audit, audit observed that none of the bidding documents mentioned earlier were prepared 

nor were formal contracts signed with the vendors. Giving Rs.385 million in the hands of vendors 
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without following due process was a gross violation of government rules and was like putting the 

money at risk of being misused or lost. These advances were made subject to Memorandum of 

Understanding (MoUs) which did not have any legal status.  That the food items covered in the 

scope of the project were perishable called for taking extra care in entering into contracts with the 

vendors.  In general, before entering into contracts of this nature, a procuring agency is required 

to examine the following factors before awarding a supply contract;  

 Firms’ experience in undertaking projects of similar nature and scale, in past; 

 Firms’ reputation through background checks; and 

 Firms’ capability as reflected in its personnel, equipment, facilities, outreach, turn   

        over, etc. 

The Audit informed that no appropriate bid evaluation criterion was developed and that merely an 

imported specification from P&DD was presented in the pre bid conference. Since contracts 

awards did not precede the bidding process as required under PPR 2004, the resulting contracts 

were bound to be weak and un-enforceable. 

Rule 2(e)  of Public Procurement Rules, 2004 defines “contract” as “an agreement enforceable by 

law” In violation of the above mentioned rule two MoU’s with the M/s Vita Pakistan Limited and 

Em5 Nutra Food Private Limited were signed. These MoUs were also not vetted from the Justice 

and Human Rights Division in violation of Cabinet Division’s letter no. F.9-51/2003-Min. dated 

02.06.2003. 

The Audit further informed that Ministry had neither provided Working Papers nor convened 

DAC meeting. Ministry of Capital Administration and Development vide letter dated 09.10.2012, 

reported to the National Assembly Secretariat that all record pertaining to Tawana Pakistan 

Project is under control of FIA. The concerned employees were in Jail on charges of corruption in 

the Project. The Ministry further stated that it was difficult for them to brief the PAC.    

PAC DIRECTIVE (05-12-2012) 

The Committee directed the NAB to finalize the investigation report within one month. 

12. AUDIT OBJECTIVE II (PAGE 17 TO 18) OF SAR (2007-08), (FY 2006-07) 
STEERING COMMITTEE HAD DECIDED TO KEEP THE ADMINISTRATIVE COST TO 20% 
OF THE PROJECT COST; THE ACTUAL RATIO WAS 51/49. THEREFORE, A MAJOR 
PORTION OF FUNDS WAS NOT SPENT ON TARGET POPULATION. 

 

The Audit pointed out that in order to ensure that a larger fraction of project cost is used up in 

generating benefits for children and not in creating administrative cost, it was decided that 

administrative cost would not exceed 20% of the project size. Thus, of every Rs.100 spent in the 

project, Rs.80 should have gone into feeding children and Rs.20 into administration. During 

March 2006 and November 2007, a total of Rs 594 million was spent on the project of which Rs 

202 million were paid as advance to vendors. No services had been rendered against this advance 

until the time we finalized this report. The break-up of remaining Rs.392 million. 
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The Audit further pointed out that 49% of the total expenditure had been incurred on food items 

for children while the share of administrative cost was 51%.  This excludes Rs.202 million 

against which no services had been rendered. The administrative cost at 51% is alarmingly high, 

given that the supply of food items was outsourced to the firms, a practice that tends to lower 

distribution cost and widely preferred for this reason at national and international level. Clearly, 

the project management could not ensure that 80% of the project cost result in direct benefits to 

children in the shape of dietary support as per the approved scheme of things. Particular 

extravagance was noted in incurring expenditure on advertising, publicity and renovation of 

existing buildings. Publicity was least required for this project as the food items were to be 

delivered to the schools free of cost and the target population was not required to be convinced 

through a lavish publicity campaign. 

The Audit further informed that Ministry has neither provided Working Papers nor convened 

DAC meeting. Ministry of Capital Administration and Development vide letter dated 09.10.2012, 

reported to the National Assembly Secretariat that all record pertaining to Tawana Pakistan 

Project is under control of FIA. The concerned employees are in Jail on charges of corruption in 

the Project. The PAO further stated that it was difficult for them to brief the PAC.    

PAC DIRECTIVE (05-12-2012) 
 

The Committee directed the NAB to finalize the investigation report within one month. 

13. AUDIT OBJECTIVE III (PAGE 19) OF SAR (2007-08), (FY 2006-07) 
ADVERTISING AND PUBLICITY EXPENSES 

 

The Audit pointed out that it was directed by the Planning Commission that 20% of total cost 

should be incurred on administrative expenses and 80% on generating benefits for the targeted 

population. It was noted that advertising and publicity alone accounted for 14% of the project 

cost. Rs. 53 million was incurred for publicity and advertising during 21 months of the pre test 

phase. 

The Audit further informed that the Ministry of Capital Administration and Development vide 

letter dated 09.10.2012, reported to the National Assembly Secretariat that all record pertaining to 

Tawana Pakistan Project is under control of FIA. The concerned employees are in Jail on charges 

of corruption in the Project. The PAO further stated that it is difficult for them to brief the PAC.    

PAC DIRECTIVE (05-12-2012) 

The Committee directed the NAB to finalize the investigation report within one month. 

 
14. AUDIT OBJECTIVE III (1) (PAGE 19-21) OF SAR (2007-08), (FY 2006-07) 

175 BILLBOARDS WERE PROCURED. CONTRACT WAS GIVEN ON THE BASIS OF THREE 
QUOTATIONS, THERE IS NO EVIDENCE TO PROVE THAT THESE ITEMS WERE 
ACTUALLY RECEIVED AND DELIVERED TO REMOTE LOCATIONS –RS. 24.40 MILLION. 

The Audit pointed out that public Procurement Rule 12(2) of Public Procurement Regulatory 

Authority (PPRA) states that, “all procurements estimated to individually cost Rs.1 million or 

above should be advertised on the PPRA Authority’s website as well as in other print media or 

newspapers having wide circulation. The advertisement in the newspapers shall principally 



 
 

45 
 

appear in at least two national dailies, one in English and the other in Urdu.” Audit examined all 

35 transactions pertaining to purchase of Billboards for the purpose of publicity in the remote 

districts of Pakistan. Total cost of these transactions was Rs. 24.40 million for purchase of 175 

Billboards. In all cases, above noted rule was not followed.  

The Audit further pointed out that on 26.10.2007 a note was submitted for the purchase of 187 

Billboards. The purchase committee on the same date recommended that procurement may be 

made through open competitive bidding. Disregarding this recommendation, the National Project 

Director noted that, “we have very short time left at our disposal. In this limited time tenders in 

the newspapers cannot be floated. The undersigned having the full powers approved and asked 

for inviting quotations from the reputable firm of Islamabad / Rawalpindi. The lowest bidder may 

be asked to undertake the work immediately.” Rule 12(2) was mandatory and ensures 

transparency and competitive bidding process. However exceptions were allowed in only two 

cases  

a. the proposed procurement was related to national security and its publication could 

jeopardize national security objectives; and 

b. The proposed procurement advertisement or notice or publication of it, in any manner, 

relates to disclosure of information, which was proprietary in nature or falls within the 

definition of intellectual property which is available from a single source. 

Both conditions do not apply on procurement of Billboards. 

On 28th October 2007, quotations from three firms were invited. All quotations were repeatedly 

invited from three firms. These were Ms Office Ads, Ms Global Business System and Ms 

Paramount Business Centre. The rates of Ms Office Ads were accepted. The Billboards were to 

be installed in the remotest districts of the country but in the acceptance note it was stated that, 

“Delivery of items will be in the head office Islamabad for further disbursement and placement in 

the concerned areas because the firm had shown its inability for their delivery and fixation in the 

concerned areas due to their unawareness of those areas.” The size of one Billboard was 18 feet 

by 9 feet. Transportation of 175 Billboards to the remote districts was a costly activity. There is 

no proof that the items were delivered and taken on stock. There were no related transportation 

charges during the months of October or November 2007.General Sales Tax was not paid and 

Income Tax was not deducted from the vendors. Payments were made in cash. Crossed cheques 

were not issued to the vendors. Advance payments were made to an officer with in the project and 

out of these advance payments, cash was paid to the vendor. 

The Audit further informed that Ministry of Capital Administration and Development vide letter 

dated 09.10.2012, reported to the National Assembly Secretariat that all record pertaining to 

Tawana Pakistan Project was under control of FIA. The concerned employees were in Jail on 

charges of corruption in the Project. The PAO further stated that it was difficult for them to brief 

the PAC.    
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PAC DIRECTIVE (05-12-2012) 
 

The Committee directed the NAB to finalize the investigation report within one month. 

15. AUDIT OBJECTIVE III (2) (PAGE 21-22) OF SAR (2007-08), (FY 2006-07) 
STREAMERS WERE PROCURED. CONTRACT WAS GIVEN ON THE BASIS OF THREE QUOTATIONS, 
THERE IS NO EVIDENCE TO PROVE THAT THESE ITEMS WERE ACTUALLY RECEIVED AND 
DELIVERED TO REMOTE LOCATIONS – RS. 21.50 MILLION 

 

The Audit pointed out that on examination of 27 transactions amounting to Rs. 21.50 million 

pertaining to purchase of Streamers. Public Procurement Rules were not followed in all the 

transactions. During audit, we noted that in each case a note was put up to the National Project 

Director seeking waiver from inviting tenders and in all cases such waver was granted by the 

Project Director despite the fact that he was not competent to take such decisions. Under 12(2) of 

Public Procurement Rules, open competitive bidding is mandatory and exception rule 14 a and b 

does not apply to procurement of Streamers. In case of 14 transactions, the date of approval of 

quotations is after the date of invoice. Which means that quotations were approved after the work 

was done and invoice for the work completed submitted. In case of 9 transactions, even 

quotations were not obtained. Most of the transactions were paid in cash. First, an advance 

amount was drawn by a project official and then payment was made in cash to the vendors. When 

work was done and invoice was submitted then the funds should be remitted to the vendor 

through a crossed cheque. In most of the transactions, the invoice date is before the drawing of 

advance amount. 

The Audit further pointed out that these transactions were for purchase and installation of 

Streamers in the remote districts of the country. However, in each case the purchase was made 

from a vendor in Islamabad and there is no proof of transportation of thousands of streamers to 

the remote districts of Pakistan. General Sales Tax was paid in case of only two transactions. In 

all the transactions Income Tax was not deducted.  

The Audit further informed that the Ministry of Capital Administration and Development vide 

letter dated 09.10.2012, reported to the National Assembly Secretariat that all record pertaining to 

Tawana Pakistan Project was under control of FIA. The concerned employees were in Jail on 

charges of corruption in the Project. The Ministry further stated that it was difficult for them to 

brief the PAC.    

PAC DIRECTIVE (05-12-2012) 
 

The Committee directed the NAB to finalize the investigation report within one month. 
 

16. AUDIT OBJECTIVE III (3)   PAGE 22-26  OF SAR (2007-08), (FY 2006-07) 
BUILDINGS WERE RENOVATED. MOST OF THE EXPENDITURE WAS INCURRED ON 
RENTED BUILDINGS. PROCUREMENT RULES WERE BY PASSED AND PAYMENT TO 
VENDOR WAS MADE IN CASH – RS 39.07 MILLION. 

The Audit pointed out that total expenditure of Rs 39.07 million was incurred for renovation of 

buildings. These were mostly hired buildings. The expenditure on these buildings had no direct 

linkage with the achievement of the objectives of the project. Audit examined 95 transactions 

constituting these amounts. In all the transactions, rules were relaxed by the National Project 
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Director and therefore Public procurement Rules were not followed. As noted above, under 

Public procurement Rules 12(2), NPD was not allowed to relax the rules. 

Of the 95 transactions examined, it was noted that in more than 50% cases dates of invoices are 

before the approval of quotations. This means that work was actually done, invoices were 

submitted and then quotations were called for to approve the vendors. Payments were made in 

cash. First advance payments were made to a project office that encased the cheques and made 

payments in cash.  Total cost of renovation of the office of Director Co-ordination was Rs. 1.2 

million.  

The Audit further pointed out that similarly, the room of Director Monitoring was also renovated 

for Rs. 1.2 million. The transactions were same as those given in renovation of the office of 

Director Co-ordination. Rs. 2.4 million were spent on renovation of the office of National Project 

Director. Cost of renovation of Minister’s residence was Rs. 1.06 million. Out of this amount Rs. 

0.76 million was spent on the carpeting of minister’s residence and Rs. 0.3 million on renovation 

of attached bath of the minister. Quotations were repeatedly obtained from only three firms. 

These were Ms Office Automation, Paramount Business and Global Business Systems. These 

three firms were located at Islamabad. And, in addition to the above work, they were also given 

assignment of renovating remote locations in DG Khan, Gwadar, Badin, Laki Marwat, Pak 

Pattan. The work had to be done in rented buildings. It is difficult to ascertain whether work was 

done by the Islamabad based firms at remote locations. 

The Audit further informed that the Ministry of Capital Administration and Development vide 

letter dated 09.10.2012, reported to the National Assembly Secretariat that all record pertaining to 

Tawana Pakistan Project is under control of FIA. The concerned employees were in Jail on 

charges of corruption in the Project. The PAO further stated that it was difficult for them to brief 

the PAC.    

PAC DIRECTIVE (05-12-2012) 
 

The Committee directed the NAB to finalize the investigation report within one month. 
 

 

17. AUDIT OBJECTIVE III (4)  (PAGE 26) OF SAR (2007-08), (FY 2006-07) 
ADVANCE PAYMENTS ARE STILL OUTSTANDING. THERE IS NO RECORD OF 
ADJUSTMENTS OF THESE ADVANCES – RS. 270 MILLION. 

The Audit pointed out that an advance of Rs. 34.7 million was paid to NGOs and Consulting 

Firms. These advances were never adjusted. There was no record of work done by these NGOs. 

There was no criterion for selection of NGOs and no evidence of monitoring mechanism. The 

organisation was selected through discretion instead of open competitive bidding process. List of 

advances remaining unadjusted was provided in Annexure D of SAR. 

The Audit further pointed out that in addition to above Rs. 33.355 million were paid in advance to 

individuals or concerned officials in the field. There is no record of adjustment or expenditure 

against these advances. The advances were in addition to the outstanding advance payments of 
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the feeding companies which is Rs. 202 million. Total unadjusted advance payments are Rs. 270 

million. 

The Audit further informed that the Ministry of Capital Administration and Development vide 

letter dated 09.10.2012, reported to the National Assembly Secretariat that all record pertaining to 

Tawana Pakistan Project is under control of FIA. The concerned employees were in Jail on 

charges of corruption in the Project. The PAO further stated that it was difficult for them to brief 

the PAC.    

PAC DIRECTIVE (05-12-2012) 
 

The Committee directed the NAB to finalize the investigation report within one month. 
 

18. AUDIT OBJECTIVE III (5) (PAGE 27) OF SAR (2007-08), (FY 2006-07) 
COST OF RUNNING OF ONE VEHICLE DURING THE 21 MONTH PERIOD. THIS 
EXPENDITURE WAS MORE THAN THE CAPITAL COST OF A VEHICLE – RS. 1.3 MILLION. 

The Audit pointed out that TAWANA Pakistan Project had eight vehicles and one motor cycle. 

Total expenditure on POL and repair of vehicles was Rs 11.16 million. This means that 

transportation cost for each vehicle was Rs. 1.3 million. The cost incurred by each vehicle during 

the 21 month period was more than the cost of vehicle itself. In case of all repairs, no bidding 

process was followed. The invoices did not have the names of vehicles or nature of repair or 

details/particulars of repairs carried out. Therefore, it was not possible to ascertain the existence 

of these transactions. 

The Audit further informed that the Ministry of Capital Administration and Development vide 

letter dated 09.10.2012, reported to the National Assembly Secretariat that all record pertaining to 

Tawana Pakistan Project was under control of FIA. The concerned employees were in Jail on 

charges of corruption in the Project. The PAO further stated that it was difficult for them to brief 

the PAC.    

PAC DIRECTIVE (05-12-2012) 

The Committee directed the NAB to finalize the investigation report within one month. 

19. AUDIT OBJECTIVE III  (6) (PAGE 27) OF SAR (2007-08), (FY 2006-07) 
STATIONARY ITEMS WERE PROCURED FROM ONE VENDOR WITHOUT OPEN 
COMPETITIVE BIDDING – RS. 6.785 MILLION. 

The Audit pointed out that during 20 month period, total stationary procured was for Rs. 6.785 

million. These funds were disbursed in 14 transactions. In all the transactions, procurement rules 

were bypassed. Only one firm, MTA Enterprises, was awarded 13 transactions. These stationary 

items were procured for offices located in remote districts but the firm was located in Islamabad. 

There was no evidence that the stationary items were transported to those remote districts. In 

addition to purchase of stationary from Islamabad, advances were placed at the disposal of TPP 

Offices in the districts for office expenditure. In each of the transaction, Sales Tax was not paid 

and Income Tax was not deducted. 

The Audit further informed that the Ministry of Capital Administration and Development vide 

letter dated 09.10.2012, reported to the National Assembly Secretariat that all record pertaining to 
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Tawana Pakistan Project was under control of FIA. The concerned employees were in Jail on 

charges of corruption in the Project. The PAO further stated that it was difficult for them to brief 

the PAC.    

PAC DIRECTIVE (05-12-2012) 
 

The Committee directed the NAB to finalize the investigation report within one month. 

20. AUDIT OBJECTIVE III (7)  PAGE 19-21 OF SAR (2007-08), (FY 2006-07) 
EXPENDITURE WHICH WAS NOT LINKED TO ACHIEVING THE OBJECTIVES OF THE PROJECT. 

 

The Audit pointed out that expenditure was incurred which had no relationship with achievement 

of the objectives of the projects. Some examples are; POL for vehicles of the ministry was paid 

from the project cost, Allowances to the officials of the ministry were paid from the project cost, 

payment for the local and foreign travel of the officials of the ministry was made from the project 

cost, offices of the ministry were renovated at the project cost, Rs. 278,253 were incurred on 

dental treatment of NPD and Rs. 70,000 were incurred on the dental treatment of the wife of a 

director and Rs. 422,190 were incurred on the mobile phone of NPD which included international 

roaming. This expenditure pertained to only 8 months of mobile use from Feb 2007 to Nov 2007. 

This was an average expenditure of Rs. 42,000 per month. 

The Audit further informed that the Ministry of Capital Administration and Development vide 

letter dated 09.10.2012, reported to the National Assembly Secretariat that all record pertaining to 

Tawana Pakistan Project is under control of FIA. The concerned employees were in Jail on 

charges of corruption in the Project. The PAO further stated that it was difficult for them to brief 

the PAC.    

PAC DIRECTIVE (05-12-2012) 
 

The Committee directed the NAB to finalize the investigation report within one month. 

The proceedings of the Committee ended with a vote of thanks to the Chair.  

**** 
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MINISTRY OF CLIMATE CHANGE 
2006-07 

 
3. OVERVIEW 

 
Appropriation Accounts for the year 2006-07 pertaining to the Ministry of Climate Change were 

examined by the Public Accounts Committee on 31st August, 2012. 

3.1        Four grants were presented by the AGPR. 
 

3.2 Three grants were settled on the justification of the PAO, subject to reconcile the figures 

from AGPR.  
 

3.3 The Committee deferred one grant to DAC and granted ten days to reconcile the figures 

with AGPR. 
 

3.4  The Committee showed displeasure for the then PAO for financial mismanagement. 

 

3.5  Regarding pending court cases PAC was informed 148 cases were pending in court.  
 

3.6 The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations to ensure the implementation 

PAC directives, hold DACs on regular basis , provide all required record to the Audit for 

verification, reconcile the accounts with the AGPR, ensure zero saving and zero excess 

and in time surrender. 



 
 

51 
 

MINISTRY OF CLIMATE CHANGE 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of Public Accounts Committee held 

on 31st August, 2012, regarding Appropriation Accounts for the year 2006-07 on account of 

Ministry of Climate Change (Ministry of Environment) were summarized below:- 
 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

i). GRANT NO.33 – ENVIRONMENT DIVISION  

The AGPR pointed out that the grant closed with a saving of Rs.9,160,624  which worked out to 

4.83 percent of the total grant. An amount of Rs.2,898,017 (1.52%) was surrendered leaving net 

saving of Rs.6,262,607 (3.30%).  
 

The PAO stated that fire incident took place on 3rd July, 2007 in CDA Block No.IV near Lal 

Masjid, G-6/2, Islamabad. The mob arising from Lal Masjid set on fire the CDA block and all the 

record of the Ministry of Environment was brunt on fire therefore the Ministry was not in a 

position to explain the reason for saving/ excess etc. 

PAC DIRECTIVE 

The Committee settled the grant. 

ii). GRANT NO.34 – FOREST 

AGPR pointed out that the grant closed with a saving of Rs.4,561,668 which worked out to 6.90 

percent of the total grant. An amount of Rs.5,000,000 (7.56%) was surrendered resulting into an 

excess of Rs.438,332 (0.66%).  

The PAO stated that the excess was due to adoption of economic measures, load shedding of gas, 

non publishing of Pakistan Journal of Forestry, and excess booking of expenditure of Rs. 

581,843.  

PAC DIRECTIVE 

The Committee directed the PAO to reconcile the figures with the AGPR and settled the grant. 

iii). GRANT NO.35 – ZOOLOGICAL SUVEY DEPARTMENT 

The grant closed with a saving of Rs.219,661 which worked out to 2.11 percent of the total grant. 

An amount of Rs.450,232 (4.34%) was surrendered resulting into an excess of Rs.230,571 

(2.22%).  

The PAO stated that the saving was due to funds which were retained for payment of arrears of 

salary of officers, some cases of honorarium were not approved and newly introduced dearness 

allowance in the budget of financial year 2006-07 for which funds were not allocated in the 

Budget estimates. The funds were retained for re-appropriation to the head A012-1 to meet the 

excess, but it could not be finalized. 

PAC DIRECTIVE 

The Committee expressed displeasure for the then PAO for financial mismanagement. Grant was 

settled with displeasure and directed that there should be zero saving and zero excess in future. 
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iv). GRANT NO.138 – DEVELOPMENT EXPENDITURE OF  ENVIRONMENT DIVISION 
 

The AGPR pointed out the grant closed with a saving of Rs.4,845,202,694 which worked out to 

88.02 percent of the total grant. An amount of Rs.4,282,826,000 (77.81%) was surrendered 

leaving net saving of Rs.562,376,694 (10.21%).   
 

The PAO stated that the saving/ excess was due to non release funds. Due to late issuance of 

funds and ban on recruitment, most of the vacant posts could not be filled during the said 

Financial Year and some activities could not be started due to shortage of staff. Therefore 

remaining amount of Rs.6,383,531/- of local component was lapsed. Allocation for 2006-07 was 

Rs.10.799 million, whereas release was Rs.7.225 million. An additional Rs.0.524 million was 

demanded, but not released. Against the released amount of Rs.7.255 million, actual expenditure 

was Rs.7.255 million. Clean Drinking Water Initiative Project was shifted to Ministry of 

Industries & Production alongwith all relevant record in November, 2006. An amount of 

Rs.44.446 Million was surrendered on 23-12-2006 as an amount of Rs.0.594 Million was spent 

till that time. Further expenditure was carried out by the Ministry of Industries & Production 

during the said year and accordingly the same should have been booked against their accounts.  
 

PAC DIRECTIVE 
 

The Committee deferred the grant to DAC and granted ten days to reconcile the figures with 

AGPR. 

 

The proceeding of the meeting ended with vote of thanks to the Chair.  

 

***** 
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MINISTRY OF COMMERCE  
2006-07 

 
4. OVERVIEW 

 
Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Commerce were examined by the Public Accounts Committee on12th June, 2012,  

16th November, 2012, 18th December, 2012 and subsequently on 23rd January, 2013. During the 

1st round of PAC meeting the Committee issued its directions and other rounds of PAC meetings 

were held to ensure the implementation of PAC directives issued during the previous rounds. 
 

4.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations. 
 

4.2 One grant and thirteen paras were presented by the AGPR and Audit. 
 

4.3 Grant was settled with the comments that there should be zero saving and zero excess in 

future. 
 

4.4 The Committee settled eleven paras. Three paras were pended.  
 

4.4   Regarding pending court cases PAC was informed 210 cases were pending in court. The 

Committee directed to peruse the court cases vigorously and update the Committee with 

the progress to PAC Secretariat. 
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MINISTRY OF COMMERCE 

ACTIONABLE POINTS 
 

 
Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 12th June, 2012, 16th November, 2012 and 18th December, 2012, regarding Appropriation 

Accounts, Audit Report of Federal Government, Export Development Fund, Export Market 

Development Fund, Audit Report of Foreign Affairs and Audit Report Public Sector Enterprises 

for the year 2006-07 pertaining to Ministry of Commerce were summarized below: 
 

APPROPRIATION ACCOUNTS (CIVIL) VOL-I 2006-7 
 

1. GRANT NO. 129-AA-CIVIL-VOL-I-2006-2007-DEVELOPMENT EXPENDITURE OF 
COMMERCE DIVISION EXCESS RS.301,403,918/ 

 

The AGPR pointed out that the grant closed with an excess of Rs.301,403,918, which worked out 

to 33.08 percent of the total grant. An amount of Rs.146,893,000 (16.12%) was surrendered 

increasing, net excess to Rs.448,296,918 (49.21%). 
 

The PAO explained the Committee that the excess was due to Expo Centre a Lahore i.e. Expo 

Pvt. Centre was receiving funds from EDF and PSDP for development of Expo Centre Lahore. 

The PAO stated that the excess of Rs. 500,000,000 was made due to amount allocated during the 

mid year review 2006-07 from Planning and Development Division issuing administrative 

approval as well as expenditure sanctioned in accordance with the decision of ECNEC. 
 

The PAO stated that saving (Rs.3,567,839) was due to Automation of Export Promotion Bureau 

Karachi and Regional Office. The PAO further stated that saving was also due to Construction of 

Building for Pakistan School of Fashion Design at Johar Town, Lahore. 

PAC DIRECTIVE(12-06-2012) 
 

The Committee settled the grant with the direction that there should be zero saving and zero 

excess in future. 

SPECIAL AUDIT REPORT ON ACCOUNT OF MINSTRY OF COMMMERCE 
FOR THE YEAR 2006-07 

 

The DAC recommended the following Audit Paras for settlement by the Committee. 
 

1. i) PARA-2.1 (PAGE – 47) AR 2006-07 
RECEIPTS OF ANTI-DUMPING DUTY WERE RETAINED DESPITE LAPSE OF FIVE 
YEAR – RS. 116.703 MILLION 
 

ii). PARA-2.2 (PAGE – 48) AR 2006-07 
DESPITE AN UNSPENT BALANCE OF RS.1030 MILLION IN THE ACCOUNT  OF EMDF, 
RS.557.821 MILLION WAS ALLOCATED FOR THE FINANCIAL YEAR 2006-07 

 

PAC DIRECTIVE(12-06-2012) 

The Committee settled the above-mentioned two paras. 

2. i) PARA-2.3 (PAGE – 49) AR 2007-08 
ADVANCES NOT ADJUSTED SINCE DECEMBER, 2000 DUE TO INTERNAL CONTROL 
WEAKNESSES– Rs. 17.359 MILLION 

 

The Audit pointed out that the rule 11.8 of TA Manual states that “TA Advances should be 
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adjusted through TA bill immediately on return to headquarter or on 30th June, whichever was 

earlier. A Second Advance cannot be allowed until the previous advance had been adjusted. If a 

Government servant had been paid an advance for a particular journey, the TA bill for that 

journey will not be admitted unless the advance drawn for the purpose is properly adjusted”.  

The PAO stated that the TA/DA Advance Register was being maintained at TDAP, Karachi, 

TA/DA advances were made to the officers where either it was specially approved to be charged 

to the Fund or where then was not enough time to process the advance from the regular budget, so 

that the officer concerned could under take journey in time. However, such advance was subject 

to recoupment after receipt of claim from regular budget. No irrelevant officer was nominated to 

supervise the exhibition. All officers / officials were nominated by TDAP / Ministry of 

Commerce, considering their suitability and future prospects of posting abroad. Mostly, 

nominations of officers of Ministry of Commerce had the summary approved of Finance Division 

or Ministry of Commerce. 
 

The PAO further stated that reminders have been issued to the concerned officers / officials for 

adjustment of remaining amount. 
 

The Audit stated that Adjustment record of advance amounting to Rs. 6.214 million was provided 

by the Department and the same was verified by Audit. 

 Rs. 96,990 may be recovered on account of irregular payment of 50% foreign Daily 

allowance as supporting hotel receipts were not available (Mr. K.K. Suri Rs. 15,960 and Mr. 

Ali Nawaaz Kalhoro Rs. 81,030). 

 Outstanding advance of Rs. 12.114 million may be adjusted or recovered immediately.   
 PAO may kindly be advised to explain about non provision of record to Audit for 

verification. 
 

ii).PARA-2.4 (PAGE – 50) AR 2007-08 
MEETING OF OPERATIONAL EXPENSES OF COMMERCE MINISTRY AND 
SUBORDINATE OFFICES FROM EMDF - Rs 11.417 MILLION  

The Audit pointed that the para 12 of GFR Volume-I provides that a Controlling Officer must see 

not only that the total expenditure was kept within the limits of authorized appropriation but also 

that the funds allotted to spending units were expended in the public interest and upon objects for 

which the money was provided. 

Contrary to above, the management of the EMDF had paid an amount of Rs. 11.417 million for 

expenditure pertaining to the Ministry of Commerce and different offices of Export Promotion 

Bureau, i.e. (Karachi, Islamabad, Multan and DPR to the WTO at Geneva). This expenditure was 

incurred on different items like purchase of computers, entertainment charges, transfer grant, 

vehicle registration fee, salary of contingent paid staff, POL and rent of office buildings. 

Expenditure against these items was budgeted for each office. It appears that excess amount was 

funded through EMDF. 

The PAO stated that the audit para consists of three observations: 



 
 

56 
 

i) An amount of Rs. 5.94 million was taken as advance from the EMDF account by TDAP 

on urgent need basis with the condition that same would be reimbursed after receipt of 

funds in regular budget. Now the entire amount had been deposited in the EMDF account 

except Rs. 186,853 paid to the Office of the Minister, WTO Geneva as per instructions of 

the Ministry of Commerce vide No. PS/ASC/2005 dated 13.12.2005. 

ii) An amount of Rs. 2.473 million was paid to LUMS, Lahore on account of Consulting 

Charges for selection of Trade Officers in 2006. Ministry of Commerce was assigned the 

responsibility by Government of Pakistan to select Trade Officers for posting in Missions 

abroad with a view to enhancement of export and foreign direct investment in the 

country. 

iii) As regards payment of Rs. 3.004 million to the Ministry on account of purchase of 

different items, the objective of EMDF was to increase the export of the country and to 

achieve it. These expenses were incurred by the Ministry as per approval of EMDF 

Board, Minister for Commerce being Chairman of the EMDF Board and Chief Executive 

TDAP. Therefore, this was a valid charge for personal promotion and human resource 

development. 
 

The Audit stated that the regarding recovery of Rs. 5.940 million, management has provided a 

bank statement showing Rs. 5.444 million was deposited in EMDF account, Rs. 207,000 was paid 

as salaries of contingent paid staff and  Rs. 186,853 was paid to WTO. No record has been 

provided for the remaining amount of Rs. 98,905.  

 Record regarding Rs. 2.473 million relating to LUMS had not been provided. 

 As the expenditure of Rs. 3.004 million had not been regularized from Finance Division, 
therefore, responsibility may be fixed. 

PAC DIRECTIVE (12-06-2012) 

The Committee clubbed the above two paras and pended till next meeting. 

PAC DIRECTIVE (23-01-2013) 

The Committee has shown serious concern on the issue of adjustment of TA/DA advances in the 

Commerce Division and while discussing the paras on this issue directed the PAC Secretariat to 

convey displeasure to Ministry of Commerce. It also directed the PAO to take necessary action 

under Land Law who does not adjust TA/DA advances within one month. 

AUDIT REPORT PUBLIC SECTOR ENTERPRIZES ON THE ACCOUNTS OF 
MINISTRY OF COMMERCE FOR THE YEAR 2006-07 

 

The DAC recommended the following Audit Paras for settlement by the Committee:- 
 

 

EXPO LAHORE (PVT) LIMITED 

3. i) PARA-15.1-PAGE-28-29-ARPSE-2006-07 
PAKISTAN TOBACCO BOARD 
 

ii) PARA-16-PAGE-30-ARPSE-2006-07 
 

iii) PARA-16.1-PAGE-30-31-ARPSE-2006-07 
iv)  PARA-16.2-PAGE-31-ARPSE-2006-07 
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v) PARA-16.4-PAGE-32-ARPSE-2006-07 

vi) PARA-16.5-PAGE-32-ARPSE-2006-07 

vii) PARA-16.6-PAGE-32-ARPSE-2006-07 

viii) PARA-17-PAGE-32-33-ARPSE-2006-07 
IRREGULAR PAYMENT ON ACCOUNT OF PAY - RS.482,475 
 

PAC DIRECTIVE(12-06-2012) 
 
The Committee settled the above-mentioned seven paras. 

 
AUDIT REPORT PUBLIC SECTOR ENTERPRIZES ON THE ACCOUNTS OF 

M/O COMMERCE FOR THE YEAR 2006-07 
 

STATE LIFE INSURANCE CORPORATION OF PAKISTAN 

4. PARA 09, AR 2006-07      
FRAUDULENT WITHDRAWAL OF AMOUNT BY TAMPERING CHEQUES - RS.2.819 
MILLION 
The Audit pointed out that as per para-13 of GFR Volume-1, every Controlling Officer must 

satisfy himself not only that adequate provisions exist within the departmental organization for 

systematic internal checks calculated to prevent and detect errors and irregularities in the 

financial proceedings of its subordinate officers and to guard against waste and loss of Public 

money. 

The Audit further pointed that however, in the case of State Life Insurance Corporation of 

Pakistan (SLIC), non implementation of fool proof procedures led to two of its employees to 

defraud the organization by tampering cheques and withdrawal of amounts from the account in 

excess of their approved amount. The cheques were tampered during the period from February 

21, 2004 to December 16, 2004 by adding one digit before the approved amount on the face of 

the cheques. For example, in one case, the figure of Rs.7,980  was tampered/changed as 

Rs.67,980 thereby resulting into a misappropriation of Rs.60,000 through cheque dated February 

25, 2004. 

The PAO stated that the para was also discussed in the DAC meeting held on 16-07-2009, the 

management of SLIC explained that the cases of 06 persons were pending in the NAB, 02 

persons are terminated and two personas were censured. The DAC directed the management to 

pursue the case of six persons in NAB.  Progress of recovery suit at Sukkar: That, from the 

Defendants side, the application under order 7 rule 11 CPC was filed for rejection of plaint, as the 

said applications were dismissed by the Learned 1st Senior Civil Judge Sukkur. That, then the 

Defendants preferred Civil Revisions against the orders of 7 Rule 11, the Learned Provisional 

Court remanded back the matters with direction to the original trial Court to hear the applications 

under order 7 Rule 11 CPC afresh after given proper hearing. So, far as the matters were fixed for 

evidence but after the direction of Learned Provisional Court, the matter was fixed for hearing on 

application under order 7 Rules CPC and adjourn to 13-11-2012.  
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The PAO further stated that Progress at NAB before Accountability Court Hyderabad:                        

12-04-2012 was fixed for production of record. Before starting of regular hearing Counsel of 

accused raised objection that pending application on under 265(K) of Cr. C.P required to be 

decided first. In this regard both were argued and finally decided to pass an order on application 

at 265(K) of Cr. C.P first. 

Next date of hearing in Accountability Court fixed on 16-11-2012. NAB filed Reference against 

the following as per NAB letter No.IW-I/NAB/Sindh/CO-D/T-2/2008/3316 dated 03-12-2008 for 

criminal proceedings:        

a. Sikander Ali Memon , Zonal Accountant 
b. Taimoor Ahmed, Deputy Manager 
c. Abdul Ghaffar Shaikh, Deputy Manager 
d. Faszal Karim Shaikh, Assistant Manager 
e. S.M. Taqi Assistant Manager 
f. Ayaz Shaikh, Assistant Superntendent 
g. S.M. Naqi (Not SLIC Employee) 
h. Syed Ghaur Raza (Not SLIC Employee) 
 

Audit informed the PAC that an amount of Rs.3.568 million has been recovered and verified by Audit.  

PAC DIRECTIVE(12-06-2012) 

The Committee directed to peruse the court cases vigorously and update the Committee with the 

progress and provide the list of NAB/FIA cases to PAC Secretariat. 

PAC DIRECTIVE (16-11-2012)  

The Committee directed the PAO and NAB to follow the case properly. The committee also 

directed the Director, NAB (Mr. Zahir Shah) to submit within three days the progress report of 

forty five cases list handed over by the Audit to the NAB. 

5. PARA 11, PAGE 23-ARPSE-2006-2007 
IRREGULAR/UN-JUSTIFIED PAYMENT OF BONUS DESPITE LOSSES – RS.6.085 
MILLION 

 

PAC DIRECTIVE(12-06-2012) 

The Committee settled the above-mentioned Audit Para. 

 

The meeting ended with the vote of thanks to the Chairs. 

 

 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 
 
Subject:  MINUTES OF THE PAC MEETING REGARDING PROCEDURE OF 

ISSUANCE OF FISCAL SROs BY VARIOUS MINISTRIES/DIVISIONS. 
 

A meeting of Public Accounts Committee (PAC) was held on                               

18th December 2012, in Committee Room No. 2, Parliament House, Islamabad, to discuss the 

matters related to issuance of SROs having fiscal implications. List of participants is attached. 

Khawaja Sohail Mansoor, MNA/Chairman, standing Committee of Finance, Revenue, Planning 

& Development and the Deputy Chairman, Planning Commission also participated as special 

invitees.  

   The Chairman PAC said that the powers to levy taxes rested with the Parliament, 

which had delegated certain powers to the executive to ensure smooth day to day working of the 

Government. It was expected that these delegated powers would be exercised in a transparent and 

judicious manner. However, it appeared that these powers were being exercised in arbitrary and 

non-transparent manner, benefiting certain individuals or companies at the expense of others. 

Since the SROs in many cases gave tax exemptions, they had the impact of reducing government 

revenues which ultimately restricted public service delivery by the Government.  

The Deputy Chairman Planning Commission (DCPC) briefed the Committee that 

since 1988, tax reform had been a major element of all the reform programmes agreed between 

the Government and IMF. The programmes aimed at increasing the tax-GDP ratio, which has 

remained very low in Pakistan. These efforts to increase the ratio have however remained 

unsuccessful, mainly due to the exemptions granted through SROs. This has in turn led to lower 

economic growth and lower competitiveness in the market. 

New industry cannot grow in an atmosphere where monopolies are created 

through arbitrary favours. There was, therefore, a need to dispense with the SRO culture and 

create an atmosphere of certainty, where investors can plan their investments on long term basis. 

 

The Representative of Finance Division stated the Finance Division had issued 

only one SRO with fiscal impact in the recent past, which related to changes in policy of 

encashment of earned leave of government employees. He also stated that FBR issued SROs 

under the powers delegated to them. It needed to be investigated if the powers had been exercised 

arbitrarily, in which case these powers may be withdrawn.  

The Auditor General explained that the intent of delegation of powers was clear, which 

was to facilitate day to day running of the government. Parameters are set out in the law. The 

audit watches the process on behalf of the government and can point out if the powers are 

exercised arbitrarily.  

FBR representatives explained that the powers delegated to them were not absolute. 

Other Ministries/Divisions/institutions are consulted in the process. Exemptions are granted after 



 
 

60 
 

careful examination. Also the present management of FBR was in favour of doing away with the 

SRO related powers. A study was underway to quantify the exemptions, which would be 

completed by 2nd January, 2012, which will also be submitted to the PAC. They however 

cautioned that all the exemptions cannot be done away with overnight. They need to be tapered 

off over time.  

The Secretary Industries Division stated that SROs were the greatest hurdle in the way of 

having a consistent policy, which was extremely important for the growth and development of 

industry in the country.   

The Members of the Committee observed that the total fiscal impact of SROs was around 

650 billion. Only a few exemptions were genuine, which related to flood affectees. The local 

industry had been destroyed. Luxury items had been exempted. Monopolies had been created. 

Government officials could afford lavish lifestyles because of these holes in the system. It was 

also observed that the procedure of issuance of SROs was not transparent and paper companies 

were being paid refunds of millions of rupees.  

Parliament was not taken into confidence in the matter.  

After detailed deliberations the Committee concluded that there was need for further 

technical level input to come at a conclusion which is in the best interest of the country and made 

the following recommendations/Directives. 

PAC DIRECTIVE(18-12-2012) 

 The PAC constituted a Committee under the Chairmanship of Deputy Chairman Planning 

Commission, comprising the representatives of the Finance Division, M/o Commerce, M/o 

Industries, FBR, BOI and National Tariff Commission. This report would include the details of 

the forty two audit paras on the subject. The Committee would look into the whole exemption 

regime and suggest the way forward with a view to minimize SROs in future. The Committee 

would submit its report to the PAC Secretariat within two weeks. 

 
The meeting ended with a vote of thanks to and from the Chair. 

 
 

**** 
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MINISTRY OF COMMUNICATIONS 
2006-07 

 
5. OVERVIEW 

 
The Annual Audit Reports for the year 2006-07 pertaining to the Ministry of Communications 

were examined by the Public Accounts Committee on 22nd May, 2012, 7th June, 2012,                

21st June, 2012, 29th August, 2012 and subsequently on 22nd January, 2013. During the 1st round 

of PAC meeting the Committee issued its directions and other rounds of PAC meetings were held 

to ensure the implementation of PAC directives issued during the previous rounds. 
 

5.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that court case should be 

followed vigorously, balance amount should be recovered and deposit in the Government 

treasury. 

5.2      Sixty eight paras were presented by the Audit. 

5.3 Forty eight paras were settled by the Committee after the clarifications given by the PAO.  

5.4  A lot of paras were deferred to the DAC again. 

5.5 Some of recoveries were also directed to be recovered within the given time period. 

5.6 In some paras inquiries and responsibilities were also fixed.  

5.7 The PAC showed displeasure for NHA for not black listing a number of companies 

which earned billion of rupees through corrupt practices and for not implementing PACs 

previous directives. 

5.8 The PAC ordered recovery from Hussnain Constructions, the contractors, within one 

month and said if it were proved that they were not the culprits, recovery should be made 

from the officials of NHA.  

5.9 Regarding pending court cases PAC was informed 07 cases were pending in court. 
 

5.10 Revenue generated by the Toll Plaza should be deposited with NHA that was 

implemented by the PAO of Ministry of Defence. 
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MINISTRY OF COMMUNICATIONS 
ACTIONABLE POINTS 

 

Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 22nd May, 2012, 7th June, 2012, 21st June, 2012 and subsequently on 29th August, 2012 

pertaining to Ministry of Communication on the examination of Appropriation Accounts, Audit 

Reports and Special Audit Reports for the year 2006-07 were summarized as under:- 

AUDIT REPORT ON MINISTRY OF COMMUNICATIONS 
(FOR THE YEAR 2006-07) 

(Prepared by D.G. Federal Audit) 
 

1. PARA 3.1 (PAGE 56-AR-2007-08) 
RECOVERY OF FINE MONEY – RS.368.168 MILLION 

 

The Audit pointed out that Under clause 2 (1)(i) of the National Highways and Motorway Police 

(Road Safety Campaigns, Performance Reward) Rules, 2007 50%  of the fine collected by NHA 

should be transferred by NHA after proper reconciliation with Motorway Police. 

According to the fine money statement provided by National Highways and Motorway Police, 

Islamabad for the year 2006-07, the amount of total fine collected by NHA was 

Rs.1,224,530,935, 50% of this amount figure comes to Rs.612,265,367. The case book of reward 

and road safety fund maintained by Motorway Police showed that only an amount of 

Rs.244,097,000 was transferred to Motorway Police, Islamabad by the NHA leaving a balance of 

Rs.368,168,467 (Rs.612,265,467 – Rs.244,097,000).  

The PAO informed the Committee that the matter was vigorously taken up with NHA for 

recovery of fine amount but no amount had so far been released by NHA. Recently a meeting was 

held under the Chairmanship of Minister for Communication 07-03-2012, the NHA agreed to 

disburse the NH&MP’s share on account of fine money already collected and retained with them. 

PAC DIRECTIVE (22-05-2012) 

The Committee granted three months time to pursue the case for recovery of outstanding due 

share of fine collected by NHA. The committee also directed that issue should be resolved within 

the given time, other wise responsibility should be fixed. 

PAC DIRECTIVE  (21-06-2012)  
The Committee directed to resolve the issue within three months as directed by PAC in its 

meeting held on 22-5-2012 i.e. upto 22-8-2012 otherwise responsibility should be fixed. 

2. PARA 3.2 (PAGE 56-AR 2007-08) 
IRREGULR PAYMENT OF HOUSE RENT CEILING-RS.3.926 MILLION 
 

The Audit pointed out that the Finance Division (Regulation Wing), Islamabad vide their 

No.F.11(1)R-3/98 dated 03.03.2001, allowed house rent ceiling as prescribed for various 

specified stations to personal who were not provided official accommodations. There were only 

six specified stations for the purpose of rental ceiling throughout Pakistan, i.e. Islamabad, 

Rawalpindi, Lahore, Quetta, Peshawar and Karachi. In the Province of Sindh only Karachi is the 

specified station.  
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The National Highways and Motorway Police (NH&MP) was paying house rent ceiling to all he 

employees throughout Sindh resulting in excess of Rs.3,926,830 during the years 2006-07 Station 

wise payment was not available. However, the figure had been worked-out on the basis of total 

payment of Rs.40,529,253/- after deducting the payment against the sanctioned strength of DIG 

Office located at Karachi.  

The PAO informed that NH&MP would pursue the case with the court of Law for vacation of 

stay order. 

PAC DIRECTIVE (22-05-2012) 

The Committee directed to puruse the case with the Court of Law for vacation of stay order, so 

that irregular paymenjt of house rent ceiling may be stopped and already paid amount may be 

recovered. The Committee pended the para till the final decision of the Court. The Committee 

also directed that status of Court Cases should be provided within 15 days and no benefit should 

be given to the beneficiaries who are involved in the case. 

PAC DIRECTIVE  (21-06-2012)  

The Committee directed to pursue the case with court of law for vacation of stay order, to stop 

irregular payment of house rent ceiling and already paid amount may be recovered. The 

Committee also directed that list of court cases be provided immediately. 

AUDIT REPORT ON MINISTRY OF COMMUNICATIONS  
(NATIONAL HIGHWAY AUTHORITY FOR THE YEAR 2006-07) 

 
3. PARA 3.1 (PAGE 37-2006-07-AR) 

EXCESS EXPENDITURE BEYOND PERMISSIBLE LIMIT OF 15% ABOVE THE 
PROJECT COST– RS. 1,782.8 MILLION  
 
The Audit stated that National Highway Authority (Lyari Expressway Project) approved variation 

orders valuing Rs.1,782.8 million which was 35.08% above the project cost i.e. Rs.5.1 billion. 

PC-I was required to be revised with the approval of competent forum i.e ECNEC prior to 

issuance of variation orders under the Authority’s procedure. Non-observance of codal provision 

resulted in irregular expenditure of Rs.1,782.8 million. 

The PAO informed the Committee that the Variation Orders were approved with revised 

quantities by the Executive Board. The revised PC-I at a cost of Rs. 11.7 billion was submitted to 

NHA HQ for its approval through CDWP and ECNEC.  

The PAO further informed that delay in completion of the work was due to late handing over of 

ROW.  

PAC DIRECTIVE  (21-06-2012)  

The PAC referred the para to the Standing Committee of Communications. 
 

On 22-01-2013 the Audit commented that matter is under process with Standing Committee. The 

decision of Standing Committee is awaited.  

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation. 
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4. Para No.3.2 Page-37-38 AR-2006-07 
Loss on account of interest payment on loan - Rs.789.5 million 

 

The Audit pointed out that the foreign exchange, if involved, had either already been made 

available or its provision exists in the foreign exchange budget of the Authority sanctioned by the 

Government as per Para-14 (iii) of chapter 1 of NHA Code. 
 

The Audit further pointed out that the National Highway Authority (M-I) entered into a contract 

containing 50% foreign exchange component in US Dollar without availability in the Authority’s 

Funds and sanctioned budget grant. In order to cope with the deficiency, a loan was arranged by 

the contractor against which Rs.789.5 million was paid on account of interest due to non 

provision of foreign component. 
 

The PAO stated that the Authority replied that the loan agreement was signed between EAD & 

Turk Exim Bank and guaranteed by GOP.  As per clause 3.2 of the loan agreement, interest an 

aggregate of principle amounts procurement of loan is paid to lender (copy enclosed).  The same 

has been paid to the lender as per approval of EAD in accordance with the provision of the Loan 

Agreement. 
 

The Audit informed that status of proceedings of arbitration has not been reported so far by NHA. 
 

PAC DIRECTIVE( 21-06- 2012) 

The PAC directed to discuss the para in DAC. Recommendations should be submitted to PAC in 

next meeting. 
 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  
  

5. PARA 3.3 (PAGE 38-39, -2006-07-AR) 
EXCESS EXPENDITURE DUE TO ACCEPTANCE OF TENDER AT HIGHER RATES – 
RS.445.6 MILLION  

The Audit stated that National Highway Authority prequalified 17 firms for participation in the 

tender process of Lawari Rail Tunnel Project. As per bid evaluation report, M/s Xingjian was 

technically responsive and offered lowest bid of Rs.4,983.2 million. The work was, however, 

awarded to 2nd lowest M/s Sambu Const. Co. for Rs.5,428.8 million. Award of contract to the 2nd 

lowest bidder resulted in excess expenditure of Rs.445.6 million. 

The Audit informed the Committee that 17 firms participated in prequalification process and 07 

firms were prequalified for the project. However, only 02 firms were evaluated technically by a 

defective technical evaluation process as no weightage was taken in consideration for the marks 

obtained by the firms. There was a marginal difference between the quoted percentage of the firm 

i.e 27% below and 12.94% below.  

The PAO informed the Committee that the term “Lowest Bidder” carried no significance; neither 

did it appear in rules nor in bid document. Had the work been awarded to M/s Xinjian, the 

procurement agency would had been victim of fraudulent practices and misappropriation. 

However, the work was not awarded to the first lowest on the bais of providing fake information 
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which was also awarded to 2nd lowest by violating the provisions of NHA Code, Chapter 3 which 

provides that all works shall be awarded through open tender to achieve most economical and 

competitive rates and work will be awarded to first lowest bidder as a result of bidding process. 

PAC DIRECTIVE  (21-06-2012)  

The Committee directed to hold an inquiry, fix the responsibility and submit report within one 

month.  

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

6. PARA 3.4 (PAGE -39, -2006-07-AR) 
EXCESS PAYMENT DUE TO ENHANCEMENT OF AN ITEM RATE IN THE BILL OF 
QUANTITY - RS.237.7 MILLION  
 

The Audit stated that National Highway Authority (MCHP) enhanced the BOQ rate of aggregate 

base course from Rs.805 per cubic meter to Rs.1,580 per cubic meter through variation order for 

shoulder treatment in violation of contract. Non adherence to provision of contract and allowing 

higher rate than the pre determined BOQ rate caused extra payment of Rs.237.7 million. 
 

The PAO replied that the contractor was not obliged to procure more costly material which was 

not a part of his original contract. Original BOQ rate for an item of varied work (i.e treated 

shoulders) was not to be arbitrarily imposed on a contractor against his wish & will. The PAO 

explained that project was in costal zone (Makran Coastal Highway) where the soil was rich with 

sand and clay, due to which road can not stay, therefore PC-I will be revised.  

PAC DIRECTIVE  (21-06-2012)  

The Committee granted one month time to revise the PC-I, otherwise responsibility will be fixed. 

PAC DIRECTIVE  (22-01-2013)  

The PAC deferred the para and granted one month time for implementation.  

  
7. i) PARA 3.5 (PAGE -40, -2006-07-AR) 

Unjustified payment due to unwarranted amendment in the contracts - Rs.195.8 million  
 

ii) PARA 3.17 (PAGE -49-50, -2006-07-AR) 
Overpayment due to inadmissible payment to skilled labour and change of factor “C” of 
high speed diesel - Rs.35.9 million 

 

PAC DIRECTIVE  (21-06-2012)  
The Committee clubbed the para 3.5 and 3.17 and referred to the DAC. The Committee further decided that 

PAC will also listen to the point of view of concerned consultant and member planning. 

PAC DIRECTIVE  (22-01-2013)  

The PAC deferred the para and granted one month time for implementation.  

8. PARA NO. 3.9, PAGE 43-44, AR 2006-07 
OVERPAYMENT DUE TO NON-CLASSIFICATION OF ROCK MATERIAL - RS.128.2 MILLION 

The Audit pointed out that the Project N-50 (D.I.Khan) and project Khori Quba Saeed Wangu 

Hill M-8 contained the quantities of hard rock, medium rock and soft rock separately as per Bill 

of Quantity.  National Highway Authority (Project Director N-50 D.I.Khan and Khori Quba 

Saeed Wangu Hills, M-8) paid the item “Excavation of unsuitable rock material” which was 



 
 

66 
 

required to be paid as per classification of rock given in BOQ. Payment of entire quantity as 

unsuitable rock material in violation of BOQ provision resulted in over payment of Rs.128.2 

million to the contractor. 

The PAO stated that apparently the objection was valid. However, due to peculiar geological 

conditions of the maintenance of Section –II, it was not possible to classify the rock as hard, 

medium, or soft. 

The Audit informed that No compliance in respect of revision of PC-I of M-8 was reported. 
 

PAC DIRECTIVE dated 21st June, 2012 
 

The PAC directed to discuss the para in DAC. Recommendations should be submitted to PAC in 

next meeting. 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

9. PARA 3.13 (PAGE -46-47, -2006-07-AR) 
OVERPAYMENT DUE TO ALLOWING HIGHER RATE FOR EXTRA ITEM AGAINST 
CONTRACTUAL PROVISION – RS.51.6 MILLION 

 
The Audit stated that NHA (Lyari Expressway Project) substituted a BOQ item “counter balance 

slab concrete beams guard rail” with a new item “traffic safety concrete barrier with supporting 

system in reinforced earth etc.” @ Rs.20,369 based on CSR-2005 plus 25% instead of 

admissible/correct rate of Rs.12,342 per meter which was derived by the engineer under clause 

52.1 of condition of contract. Payment of non-BOQ item at the rates higher than the rates 

determined by the engineer resulted in over payment of Rs.51.6 million. 

The Member Construction informed that record has been provided, which Audit did not agree.  
PAC DIRECTIVE  (21-06-2012)  
The PAC referred the matter to DAC and directed to verify the record otherwise recover the 

overpaid amount and conduct fact finding inquiry to fix responsibility within one month. 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

10. PARA NO. 3.14 PAGE 47-AR 
OVERPAYMENT DUE TO NON DIEDUCTION OF THE COST OF CELLULOSE FIBER – RS. 48.2 
MILLION  
The Audit pointed out that cellulose fiber shall be used as additive with the aim of eliminating 

bleeding tendencies at the rate of 0.2 to 0.25 percent by weight of the total mix, additive shall be 

fed b a separate feeding system or manually into pug mill for each batch. The weight of the 

additive shall be determined in accordance with the percentage specified in job mix formula 

(JMF) as provided in National Highway Authority General Specification NO. 203.2.5. 

National Highway Authority (Islamabad – Muzaffarabad Dual Carriageway Project) did not use 

the fiber cellulose a asphalt additive as evident from job mix formula (JMF) whereas the BOQ 

pay item 203-B Asphaltic base course plant mix class B included the cost of said component. 
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Therefore the cost of component of cellulose fiber was required to be deducted from the full rate. 

Non-adherence to the specification resulted in overpayment of Rs. 48.2 million. 

The PAO replied that the recovery was stopped on the instructions of NHA headquarter. 
PAC DIRECTIVE  (21-06-2012)  

The Committee directed to recover the remaining amount and granted one month time for 

recovery. 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

11. PARA 3.15 PAGE 48-AR 
OVERPAYMENT DUE TO ALLOWING HIGHER PERCENTAGE OF VOIDS RS. 41.2 
MILLION 
The Audit pointed out that Grading requirement for aggregate base course material b taking 

maximum crush stone size 2 down wherein 20% extra quantity/cost of loose materials is added in 

the analysis of rate of item No.202 for achieving the desired compacted quantity of the 

aggregated base as per NHA General Speculation 1998. 

The PAO replied that the rate analysis prepared by the contractor was thoroughly discussed with 

the committee taking into consideration of all factors involved which were compensation of 

procurement, excessive lead, and lift in addition to execution of the work at site. 

PAC DIRECTIVE  (21-06-2012)  

The Committee settled the para. 
 
12. PARA NO.3.20 PAGE-52-53- AR-2006-07 

OVERPAYMENT DUE TO UNJUSTIFIED REVISION OF RATES -RS.25 MILLION 
 

The Audit pointed out that National Highway Authority (Karachi Northern Bypass Project) 

approved the bill of quantity rate of Rs.232.83 per cubic meter for item “Formation of 

embankment with specified material for reinforced earth walls” through negotiated bid but 

subsequently changed the rate and paid @ Rs.460 per cubic meter on the recommendations of the 

engineer incharge. The rates were paid without any occasion set out in clause 52 of contract. 

Unjustified revision of rates resulted in overpayment of Rs.25 million. 

The PAO stated that the Methodology for backfilling for reinforced earth material was changed 

by the principal system proprietor for execution requirement than the provision of contract 

specification 

PAC DIRECTIVE  (21-06-2012)  

The Committee clubbed para 3.20 with para 3.14 of the report of 2004-2005. 
 

PAC DIRECTIVE  (22-01-2013)  

The Committee settled the para on the recommendation of the Audit. 
 

13. PARA NO.3.21 PAGE- 53- AR-2006-07 
Overpayment due to allowing additional overheads on variation orders – Rs.22.6 million 

The Audit pointed out that National High Authority (Lyari Expressway Project) allowed 15% 

additional cost on the item evaluated on market rates in pursuance of clause 42.1 which was 
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admissible only on contract price as per conditions of contract agreement. Non adherence to the 

clauses of contract resulted in over payment of Rs.22.6 million.  

The PAO replied that the variation order No.1 pertaining to formation of embankment upto pad 

level using A-3 or better material 108c-ii and V.O No.3 for construction of service road were 

introduced at very early stage of contract and the contractor took the work immediately even prior 

to formal approval of variation order. The work against these variation orders could not be 

completed due to non-availability of site. Therefore, the works under those variation orders were 

considered for additional overheads and was approved by the competent authority.  

PAC DIRECTIVE  (21-06-2012)  
The Committee directed to recover the amount within fifteen days otherwise responsibility should 

be fixed. 

PAC DIRECTIVE  (22-01-2013)  

The Committee settled the para on the recommendation of the Audit. 
 
14. PARA NO.3.29 PAGE- 59-60-AR-2006-07 

OVERPAYMENT DUE TO APPLICATION OF LOWER BASE RATE FOR 
ESCALATION – RS.13 MILLION 
The Audit pointed out that National Highway Authority (Khuzdar-Shahdad Kot M-8) depicted 

basic price of steel as Rs.17,750 per metric ton against actual of Rs.18,750 per metric ton. 

Similarly base rate was shown as Rs.3,790.68 per metric ton pertaining to Javedan cement factory 

instead of actual rate of Rs.4,220 pertaining to Askari cement factory. Application of lesser base 

rate and change of source resulted in over payment of Rs.13 million. 

The PAO replied that as per addendum No.2 of the contract, base price of specified material and 

the value of factor “C” were provided by the employer after award of work and the same were 

being followed. 

PAC DIRECTIVE  (21-06-2012)  

The Committee referred para to DAC and directed to resolve issue within fifteen days.  
 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

15. PARA NO.3.32 PAGE- 62-62-AR-2006-07 
IRREGULAR PAYMENT FOR PROCUREMENT OF IMPORTED VEHICLES 
DESPITE BAN IMPOSED BY THE GOVERNMENT – RS.10.5 MILLION 
 

The Audit pointed out that National Highway Authority (Islamabad-Muzaffarabad Dual 

Carriageway and Project Director, Chenab Bridge, Multan) procured three imported vehicles (i) 

Toyota Hilux Double Cabin 3000 cc (vigo), Toyota Double Cabin 2500 cc and one Toyota Single 

Cabin four wheel through contractor of the project. Non-adherence to government instructions for 

purchase of imported vehicles resulted in irregular payment of Rs.10.5 million. 

The PAO replied that the vehicles were purchased for effective supervision of work and arranged 

through contractor.  
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The PAO further replied that a case for condonation of the irregularity had been submitted to M/o 

Communications for soliciting approval from the Finance Division.  

PAC DIRECTIVE  (21-06-2012)  

The PAC directed to regularize exemption of project vehicle from Finance Division and 

Committee granted one month otherwise fix responsibility. 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

16. PARA NO.3.33 PAGE- 62-63-AR-2006-07 
OVERPAYMENT DUE TO APPLICATION OF LOWER BASE RATE THAN THE 
PREVAILING RATES – RS.8.9 MILLION 
 

The Audit pointed out that NHA, (Project Director, Construction of Gwadar-Ratodero-Shahdad 

Kot Section-IV Package-III) paid price escalation based on the notified base rates of specified 

items by the engineer on 19th September, 2005. These rates were found lesser than prevalent rate 

(28 days prior to bid opening). Notification of incorrect base rate resulted in overpayment of 

Rs.8.9 million. 

The PAO stated that the Engineer of the project issued basic prices of the specified item in 

Appendix-C and the action of the engineer was as per contract agreement.  

PAC DIRECTIVE  (21-06-2012)  

The PAC directed to recover the amount within one month otherwise fix responsibility. 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

17. PARA NO. 3.37, PAGE 65-66, AR 2006-07 
OVERPAYMENT DUE TO INCORRECT ANALYSIS OF RATE OF AN ITEM (KERB 
STONE) - RS.7.9 MILLION 

 

The Audit pointed out that initially, latest Composite Schedule of Rates shall be used as baseline 

for cost estimation according to para 5.5.4 of Standard Operative Procedure for Road 

Maintenance Funds. National Highway Authority (GM Maintenance Punjab-South) approved rate 

analysis of the item kerb stone based on higher market rates instead of rate available in 

Composite Schedule of Rates 2005. Incorporation of higher market items rates resulted in 

overpayment of Rs.7.9 million.  

The PAO stated that the rate of kerb stone was not available in Composite Schedule of Rates. 

Therefore, rate analysis was prepared on market rates.  

The Audit informed that compliance regarding balance recovery of Rs 4.528 million from M/s 

Bilal Safdar is still awaited. 

 
PAC DIRECTIVE dated 21st June, 2012 

 

PAC directed to discuss the para in DAC. Recommendations should be submitted to PAC in next 

meeting. 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  
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18. PARA NO. 3.38, PAGE 66, AR 2006-07 
EXTRA COST DUE TO AWARD OF WORK TO 2ND LOWEST BIDDER – RS.7.5 MILLION 
 

The Audit pointed out that all works are to be awarded through open bidding process to achieve 

competitive/economical rates as per para-1&8 chapter-3 of National Highway Authority Code 

(revised edition). National Highway Authority (NHIP-contract-2-A Hala-Chanaser Bridge) 

awarded the work “Rehabilitation of existing carriage way Hala-Chanaser Bridge” to 2nd lowest 

bidder for Rs.623.3 million rejecting 1st lowest bid of Rs.615.8 million on the plea of lesser 

resources with 1st lowest bidder whereas the same bidder was pre-qualified. Award of contract to 

2nd lowest bidder resulted in extra cost of Rs.7.5 million. 

The PAO stated that performance of M/s Echo-West on Hala-Moro project and additional work 

of Qaziabad-Shahpur-Jahania was not satisfactory. The first lowest bidder withdrew his bid on 

21st June, 2004. 

The Audit informed that recommendations of Fact Finding Committee as per direction of DAC is 

awaited. 

PAC DIRECTIVE dated 21st June, 2012 
 

The PAC directed to discuss the para in DAC. Recommendations should be submitted to PAC in 

next meeting. 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

19. PARA NO. 3.40, PAGE 67-68, AR 2006-07 
UNDUE BENEFIT BY DELETION OF BOQ ITEM – RS.6.6 MILLION  
 

The Audit pointed out that works to be performed to the extent of triple surface treatment 

including all drainage structure, culverts, bridge soil stabilization and retaining structure 

according to addendum 4-13 (LRTP) special stipulation item 6 “Time for completion” stage-I. 

The road should be maintained in as built condition till the commencement of the work at stage-

II. The lowest bidder quoted rate of Rs.5 per square meter against estimated rate of Rs.104.86 per 

square meter for TST. Obviously, the lesser cost effect was adjusted by the contractor in other 

BOQ items.  

The Audit further pointed out that National Highway Authority (Member Ops) deleted the item 

TST through variation order No.2 and relieved the contractor from execution of the item for 

which contractor had offered unreasonably low rate and stood 1st lowest. The difference was 

adjusted in overall bid cost.  This resulted in undue benefit to the contractor for Rs.6.6 million.  

The PAO stated that asphalt work including related items was deleted and double surface 

treatment was approved through variation order.  

The Audit informed that NHA had been requested on 31st October, 2012 for production of record 

for verification which has not been produced by NHA so far.  
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PAC DIRECTIVE dated 21st June, 2012 
 

The PAC directed to discuss the para in DAC. Recommendations should be submitted to PAC in 

next meeting. 

PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

20. PARA NO. 3.52, page 76, ar 2006-07 
 Overpayment due to incorrect application of rates - Rs. 2.1 million 

 

The Audit pointed out that the quantity exceeding 10% from original bill of quantity should be 

paid to contractor as per Composite Schedule of Rates 2000 rates applicable in relevant district 

according to addendum No.4 Para- “D” of clause 52.2. 

The Audit further pointed out that National Highway Authority (Project Director Lowari Rail 

Tunnel Project) paid quantities of two items exceeding 10 % from BOQ at the rates higher than 

that provided in Composite Schedule of Rates 2000. Incorrect application of rates resulted in over 

payment of Rs.2.1 million. 

The PAO stated that the engineer was asked to develop the rates in line with addendum 4 relating 

to clause 52.1 and 52.2. The Authority admitted the observation. 

The Audit informed that compliance awaited as the report/findings of the inquiry was not 

produced to Audit. 

PAC DIRECTIVE dated 21st June, 2012 
 

The PAC directed to discuss the para in DAC. Recommendations should be submitted to PAC in 

next meeting. 
 

PAC DIRECTIVE (22-01-2013 ) 
The PAC deferred the para and granted one month time for implementation.  

21. PARA NO. 3.56, PAGE 79, AR 2006-07 
OVERPAYMENT DUE TO INCLUSION OF COST OF EXTRA BEDDING IN THE 
ITEM RATE- RS.1.9 MILLION 
The Audit pointed out that expansion joint proflex-4000 (Manufactured by M/s Capital Services 

New York) did not include extra bedding, mortor including cost of material & labour charges as 

per manufacturer specification. Deputy Director (Maint) Sukkur added an extra item bedding 

mortor including cost of material / labour in the analysis of rate beyond the specification and 

paid. The item was neither provided in the installation step nor it was actually got executed at 

site. Inclusion of superfluous item in the analysis of rate resulted in over payment of Rs.1.9 

million.  

The PAO stated that audit observation was agreed. In accordance with the decision of the DAC Audit 

submitted fact finding report which was communicated to the Authority to recover the amount. 
 

The Audit informed that from the review of the final bill the amount of recovery comes to Rs. 

2,768,300 (intimated to authority on 28.12.12). Compliance regarding recovery is still awaited. 
 

PAC DIRECTIVE dated 21st June, 2012 
 

The PAC directed to discuss the para in DAC. Recommendations should be submitted to PAC in 
next meeting. 
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PAC DIRECTIVE (22-01-2013 ) 

The PAC deferred the para and granted one month time for implementation.  

22. PARA NO. 3.62, PAGE 82-83, AR 2006-07 
OVERPAYMENT DUE TO INCORRECT PERCENTAGE OF CLASSIFICATION OF 
SOIL - RS.1.3 MILLION 
 

The Audit pointed out that the classification of soil was made by a Committee formed by Member 

(Operations) National Highway Authority including the representative of National Highway 

Authority, contractor and consultant. The classification of soil worked out by the Committee was 

agreed by all and finalized for the purpose of payment as per letter dated 9th June, 2003. Project 

Director, NHA N-50 D.I.Khan measured unsuitable rock material for 100% instead of 23% 

agreed percentage and approved classification. Incorrect/excessive percentage of classification 

resulted in overpayment of Rs.1.3 million. 
 

The PAO stated that NHA admitted the recovery for some locations. For another location it was 

replied that quantity was paid as per agreed percentage of 23%. 
 

PAC DIRECTIVE dated 21st June, 2012 
The PAC directed to discuss the para in DAC. Recommendations should be submitted to PAC in 

next meeting. 
 

PAC DIRECTIVE (22-01-2013 ) 
The PAC deferred the para and granted one month time for implementation.  

23. AUDIT RECOMMENDED THE PARAS FOR SETTLEMENT. 
1. PARA 3.8 (PAGE -42-43, -2006-07-AR) 

Loss due  to close of Contract under Incorrect Clause-Rs.160.7 Million 
 

2. PARA NO.3.18 PAGE- 50-51- AR-2006-07 
Overpayment due to Application of Lower Base Rate Rather Than Prevailing Rate - Rs.35.6 Million  

 

3. PARA NO.3.25 PAGE-56-57-AR-2006-07 
Overpayment due to Unauthorized Amendment to Contract – Rs.18.2 Million 

 

4. PARA NO.3.35 PAGE- 64-AR-2006-07 
Overpayment due to Allowing Escalation on Non Boq Item – Rs.8.2 Million 

 

PAC DIRECTIVE  (21-06-2012)  

The Committee accepted the request of Audit, the Committee directed the Audit to discuss the 

above-mentioned Paras in the DAC. Recommendations should be submitted to the Committee in 

its next meeting. 

PAC DIRECTIVE  (22-01-2013)  

The Committee settle the above mentioned paras on the recommendation of the Audit. 
24. PARAS RECOMMENDED FOR SETTLEMENT 

1. PARA 3.6 (PAGE -41, -2006-07-AR) 
Overpayment due to Recording of Work Done Without Measurement–Rs.176.3 Million 
 

2. PARA 3.7 (PAGE -41-42, -2006-07-AR) 
Non-Recovery of Additional Cost from the Original Defaulting Contractor – Rs.176.1 Million 
  

3. PARA 3.10 (PAGE -44, -2006-07-AR) 
Overpayment due to Excessive Rates – Rs.97.2 Million  
 

4. PARA 3.11 (PAGE -45-, -2006-07-AR) 
Overpayment due to Execution of Unwarranted Filling in Cut Area Provided in Drawing 
– Rs.85.7 Million  
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5. PARA 3.12 (PAGE -45-46, -2006-07-AR) 
Accrual of Extra Liability on Account of Commitment Charges – Rs.59.7 Million 
 

6. PARA 3.15 (PAGE -48, -2006-07-AR) 
Overpayment due to Allowing Higher Percentage of Voids – Rs.41.2 Million 
 

7. PARA 3.16 (PAGE -49, -2006-07-AR) 
Overpayment due to Incorrect Application of Rate -Rs.37.6 Million 
 

8. PARA NO.3.19 PAGE-51-52- AR-2006-07 
Overpayment against the Specification and Agreement – Rs.29.4 Million 
 

9. PARA NO.3.22 PAGE- 54- AR-2006-07 
Overpayment due to Change of Quantities in Disregard of Recorded Measurement – 
Rs.21.6 Million 
 

10. PARA NO.3.23 PAGE- 54-55-AR-2006-07 
Overpayment due to separate payment of inbuilt item - Rs. 21.5 million 
 

11. PARA NO.3.24 PAGE- 55-56-AR-2006-07 
Overpayment due to adoption of higher rate of excess quantity in contravention to 
condition of contract –Rs. 20.9 million  
 

12. PARA NO.3.26 PAGE- 57-58-AR-2006-07 
Overpayment due to Incorrect Analysis of Rates –Rs.15.6 Million 
 

13. PARA NO.3.27 PAGE- 58-59-AR-2006-07 
Overpayment due to Non-Reduction of Proposed Rates –Rs.14.6 Million 
 

14. PARA NO.3.28 PAGE-59-AR-2006-07 
Overpayment due to Higher Rates – Rs.13.1 Million 
  

15. PARA NO.3.30 PAGE- 60-61-AR-2006-07 
Non-Forfeiture of Bid Security – Rs.12 Million 
 

16. PARA NO.3.31 PAGE- 61-AR-2006-07 
Overpayment on Account of Allowing Inadmissible Item – Rs.10.6 Million 
 

17. PARA NO.3.34 PAGE- 63-AR-2006-07 
Overpayment due to Change of Conversion Factor as Provided in the Contract - Rs.8.6 Million 
 

18. PARA NO.3.36 PAGE- 64-65-AR-2006-07 
Excess Payment on Account of Excessive Measurement - Rs.8 Million 

 
 

19. PARA NO.3.39 PAGE- 67-AR-2006-07 
Non-Procurement of Vehicles of Lesser Tender Cost – Rs.6.7 Million 
 

20. PARA NO.3.41 PAGE- 68-69-AR-2006-07 
Overpayment due to Non Utilization of Available Material – Rs.5.1 Million 
 

21. PARA NO.3.42 PAGE- 69-70-2006-07 
Overpayment due to Incorrect Application of Rate -Rs.4.3 Million 
 

22. PARA NO.3.43 PAGE-70-2006-07 
Loss due to Delayed Payment – Rs.4.2 Million 

23. PARA NO.3.44 PAGE- 70-71-AR-2006-07 
Overpayment due to Arithmetic Mistake – Rs.4 Million 
 

24. PARA NO.3.45 PAGE- 71-AR-2006-07 
Overpayment due to Application of Incorrect Current Rates in Price Escalation Claims - 
Rs.3.8 Million 
 

25. PARA NO.3.46 PAGE- 71-72-AR-2006-07 
Overpayment due to allowing revised rate in contravention of contract provision -Rs. 3 million 
 

26. PARA NO.3.47  PAGE- 72-73-AR-2006-07 
Overpayment on Account of Escalation due to Non-Exclusion of the Amount of Non-Boq 
Items Analyzed on Market Rates - Rs.3 Million 
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27. PARA NO.3.48 PAGE- 73-AR-2006-07 
Less recovery of revenue on account of rental charges for commercial use of NHA right 
of way - Rs. 2.9 million 
 

28. PARA NO.3.49 PAGE-74-AR-2006-07 
Overpayment due to Payment of Extra Slopes in Violation of Specifications - Rs.2.7 Million 
 

29. PARA NO.3.50 PAGE- 74-75-AR-2006-07 
Overpayment due to Wrong Mode of Measurement-Rs.2.3 Million 

30. PARA NO.3.51 PAGE- 75-76-AR-2006-07 
Unjustified Payment on Account of Execution of Deleted Item - Rs.2.3 Million 
 

31. PARA NO.3.53 PAGE- 76-77-AR-2006-07 
Overpayment due to Excessive Measurement - Rs.2.1 Million 
 

32. PARA NO.3.54 PAGE- 77-78-AR-2006-07 
Irregular Expenditure on Appointment of Staff through Consultancy Agreement – Rs.2 Million 
 

33. PARA NO.3.55 PAGE- 78-AR-2006-07 
Overpayment due to Inclusion of Inadmissible Items -Rs.1.9 Million 
 

34. PARA NO.3.57 PAGE- 79-80-AR-2006-07 
Overpayment due to Incorrect Rate of Consumption of Bitumen - Rs.1.9 Million 
 

35. PARA NO.3.58 PAGE- 80-AR-2006-07 
Double Payment due to Excessive Measurement – Rs.1.8 Million 
 

36. PARA NO.3.59 PAGE- 80-81-AR-2006-07 
Overpayment due to Calculation Mistake - Rs.1.8 Million 
 

37. PARA NO.3.60 PAGE-81-AR-2006-07 
Overpayment due to Incorrect Measurement of Steel -Rs.1.7 Million 
 

38. PARA NO.3.61 PAGE- 81-82-AR-2006-07 
Overpayment due to Non Adjustment of Unit Price - Rs.1.5 Million 
 

39. PARA NO.3.63 PAGE-83-AR-2006-07 
Overpayment of Item in Contravention of the Contract- Rs.1.1 Million 
 

40. PARA NO.3.64 PAGE- 83-84-AR-2006-07 
Overpayment due to Application of Lesser Base Rate than Prevailing Rate - Rs.877,672 
 

41. PARA NO.3.65 PAGE- 84-85-AR-2006-07 
Overpayment due to Allowing Excessive Rates -Rs.768,522 

PAC DIRECTIVE (21-06-2012)  

The Committee settled the above-mentioned forty one Audit Paras after discussion. 
 

***************** 
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ACTIONABLE POINTS(07-06-2012) 
BRIEF ON REGARDING F.W.O. ISSUES 

As per Public Accounts Committee directive NHA prepared a working paper on 

FWO issues which was discussed in PAC meeting on 7th June, 2012. The Committee asked both 

side to explain their position to the Committee in presence of the PAO. Both side explained their 

position to the Committee in detail, NHA stressed that FWO should pay Toll Revenue to NHA on 

urgent basis. FWO also stressed that NHA shall ensure payment all FWO bills held at various 

stages within three months. NHA ensured swift processing of bills in subject to completion of all 

codal formalities and payment for work done depend on release of PSDP funds by the 

Government of Pakistan. 

2.  Detailed briefing by both sides the Committee advised both sides to sit together 

outside the Committee room and solve their issues on mutual agreement. After thorough 

consideration both sides made mutual agreement for reconciliation of accounts which is produced 

below: 

3.  Agreement for reconciliation of accounts before PAC held on 

07-06-2012: 

i) Fresh open bidding of Motorways will be completed by NHA within 4 months 
time in light of PEPRA rules. 

 

ii) Both parties i.e. FWO and NHA carryout reconciliation of outstanding 
liabilities/toll revenues adjusting excising held amount on account of toll 
revenues by June 2012 and NHA will ensure early clearance of balance FWO 
liabilities. 

  

iii) The revenue collected from the motorway will be deposited on monthly basis to 
NHA w.e.f. 1st August as per FWO and 1st July as per NHA. 

 

4.   All the revenue collected shall be deposited in NHA collection account from 

where O&M charges will be paid to FWO within one week time. 

PAC DIRECTIVE (07-06-2012) 

The Committee directed that NHA will issue fresh tender to auction of fifty four Tool Plazas after 

which this be handed over to the successful bidders. The Committee decided that the liabilities of 

two organizations would be reconciled and that NHA would made adjustment. 

The Committee also directed that the FWO shall deposit the revenue collected from the 

Motorway Tool Plazas into the NHA accounts by 30th June, 2012. with the direction to make 

deposit at the earliest and submit compliance report regarding adjustment of liabilities within one 

week.  

The Chairman (PAC) directed the FWO and NHA to adjust this liabilities by 30th June, 2012 and 

submit report to the PAC. 

The Committee also warned that if the tendering process would not be completed within three 

months it will be considered that M/O Communication was also involved in irregularities. 

****** 
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MINISTRY OF DEFENCE 
2006-07 

6. OVERVIEW 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Defence were examined by the PAC on 7th June, 2012, 19th July, 2012,                            

20th July, 2012, 8th August, 2012 29th August, 2012, 14th December, 2012, 20th December, 2012 

and subsequently on 23rd January, 2013. During the 1st round of PAC meeting the Committee 

issued its directions and other rounds of PAC meetings were held to ensure the implementation of 

PAC directives issued during the previous rounds. 

6.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that . 

6.2    Seven grants and Eighty two paras were presented by the AGPR and Audit. 

6.3 All grants were settled with the direction that there should be zero saving and zero excess 

in future.  

6.4 The Committee settled twenty six paras after detailed discussion. 

6.5 The PAC issued a general directive to recommend the paras for settlement at DAC level 

and only contentious paras may be brought to the PAC. All the Ministries involved in 

regularization actions should make efforts to expedite the process. 

6.6 Regarding non-deposit of revenue generated from the City School PAF, Karachi, it was 

directed that matter to be verified by DAC, total reconciled amount in installments be 

deposited before in issuance of A-1 Land Policy and for period after issuance of A-1 

Land Policy share of Government of Pakistan shall be deposited as per policy and action 

against the defaulters after the inquiry shall be confirmed to the DAC and the Audit for 

setttlement.  

6.7 The PAC appreciated the efforts of the PAO for maximum compliance, holding regular 

DACs and cooperation in general issues which were taken up by the PAC. 

6.8 The case of exemption from Audit being claimed by FWO was finalized  by the Secretary 

Defence and the PAC who were ready for auditing their accounts by the Auditor General 

of Pakistan. 

6.9 The PAC directed that revenue generated by the Toll Plaza should be deposited with 

NHA that was implemented by the PAO. 

6.10 Regarding pending court cases PAC was informed 256 cases were peding in court. 
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MINISTRY OF DEFENCE 
ACTIONABLE POINTS 

 

Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 7th June, 2012, 19th July, 2012, 20th July, 2012, 8th August, 2012 29th August, 2012,                      

14th December, 2012, 20th December, 2012 and subsequently on 23rd January, 2013, regarding 

Appropriation Accounts, Audit Report of Foreign Affairs and Audit Report Defence Services for 

the year 2006-07 pertaining to Ministry of Defence were summarized as under:- 

APPROPRIATION ACCOUNTS CIVIL VOL-I-2006-07 

1. GRANT NO.21-DEFENCE DIVISION  
EXCESS OF RS. 91,088,320/- 
 

The AGPR pointed out that the grant closed with an excess of Rs.91,088,320, which worked out 

to 5.28 percent of the total grant. An amount of Rs.5,149,000 (0.30%) was surrendered  

increasing net excess to Rs.96,237,320 (5.58%).  

The PAO explained to the Committee that the excess was due to pay and allowances which were 

enhanced by the Government. 

The PAO further informed that the supplementary grant was taken for meeting the shortfall of 

expenditure under various heads of account (Rs.381,000). 

The PAO explained that excess was due to booking of expenditure under pay and allowances for 

thirteen months instead of twelve months at AGPR sub office Karachi and Quetta due to 

introduction of NAM/SAP under PIFRA. 

PAC DIRECTIVE(07-06-2012) 
The Committee settled the grant. The Committee said it was poor financial management at that 

time and also directed to ensure zero saving and zero excess in future. 

2. GRANT NO.22-METEOROLOGY   
SAVING OF RS. 25,621,453/- 
 

The AGPR pointed out that the grant closed with a saving of Rs.25,621,453,  which worked out  

to 7.94 percent of the total grant. An amount of Rs.33,492,000 (10.38%) was surrendered 

resulting into excess of Rs.7,870,547(2.44%).  

The PAO informed the Committee that an excess of Rs.12,011,087 was due to Finance Division 

issued instructions for adjustment of salary for June, 2007 in the same month instead of July, 

2007.  

The PAO further informed that major portion of the saving of Rs. 2,330,833 was due to utility 

bills were expected in May and June, 2007. The said bills pertaining to observatories located in 

far flung areas of Balochistan, Sindh, NWFP and Northern Areas could not be received in time 

from concerned agencies.  

PAC DIRECTIVE(07-06-2012) 

The Committee settled the grant. 
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3. GRANT NO.23-SURVEY OF PAKISTAN    
SAVING OF RS. 6,633,628/- 

 

The AGPR pointed out that the grant closed with a saving of Rs.6,633,628 which worked out to 

1.88 percent of the total grant. An amount of Rs.3,500,000 (1%) was surrendered leaving net 

saving of  Rs.3,133,628 (0.89%).  

The PAO informed the Committee that major portion of the saving of Rs. 2,379,635 was due to 

less expenditure on Communication, Utilities, Occupancy Cost, Registration of Vehicles, Travel 

and Transportation and non procurement of printing and photogrammetric material from various 

Directorates/units. 

The PAO explained that saving was due to vacant posts, due to booking of salary expenditure for 

thirteen months instead of twelve months, due to certain medical re-imbursement cases could not 

be finalized for want of completion of codal formalities as well as non receipt of sanction from 

M/O Defence and Healdh and due to less expenditure on Communication, Utilities, Occupancy 

Cost, Registration of Vehicles. Travel and Transportation and non procurement of printing and 

photogrammetric material from various Directorates/units. 

PAC DIRECTIVE(07-06-2012) 
The Committee directed to improve financial management. The Committee settled the grant with 

displeasure. 

4. GRANT NO.24-FEDERAL GOVERNMENT EDUCATIONAL INSTITUTIIONS IN 
CANTONMENTS AND GARRISONS   
EXCESS OF RS. 41,166,115/- 
 

The AGPR pointed out that the grant closed with an excess of Rs.41,166,115 which worked out 

to 3.57 percent of the total grant.  

The PAO explained that excess was due to the grant dearness allowance for which no funds were 

provided.   

The PAO stated that a case for regular supplementary grant of Rs.206.680 million was processed, 

but not acceded to by the Ministry of Finance.  

PAC DIRECTIVE(07-06-2012) 
The Committee settled the grant with displeasure and directed for zero saving and zero excess in 

future. 

5. GRANT NO.132-DEVELOPMENT EXPENDITURE OF DEFENCE DIVISION   
SAVING OF RS. 150,426,229/- 
 
The AGPR pointed out that the grant closed with a saving of Rs.150,426,229, which worked out 

to 7.98 percent of the total grant. An amount of Rs.42,580,000 (2.26%) was surrendered leaving 

net saving of Rs.107,846,229(5.72%). A supplementary grant of Rs17,000,000 was sanctioned 

but not included in supplementary schedule of authorized expenditure.  

The PAO stated that the saving was mainly due to Construction of Maritime Security Agency HQ 

Building, Karachi (Rs. 1,050,353) and Human Resource Development for National Development 

Programme (Rs. 25,009,000). 
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The PAO informed the Committee that the supplementary grant of Rs 705.335,000 was required 

to meet shortfall in development work in Balochistan, feasibility study and PC-I for Army 

Integrate Messaging Services System and special Dera Bugti development package. The excess 

was due to 15% dearness allowance. 

PAC DIRECTIVE(07-06-2012) 

The Committee pended the grant and directed to provide the detail in upcoming meetings on 

development work in Baluchistan and special Dera Bugti Development package. 

PAC DIRECTIVE(08-08-2012) 

The Committee granted ten days for report on development work in Balochistan and Special Dera 

Bugti Development package. 

PAC DIRECTIVE(20-12-2012) 
The Committee settled the grant. 

6. GRANT NO.133- DEVELOPMENT EXPENDITURE OF FEDERAL GOVERNMNENT 
EDUCATIONAL INSTITUTIONS IN CANTONNEMENTS AND GARRISONS  Saving of 
Rs. 20,000,000/- 
The AGPR pointed out that the grant closed with a saving of Rs.20,000,000 which worked out to 

86.73 percent of the total grant.  

The PAO explained that saving was:- 

a) The amount i.e. Rs.20.00 million for construction of FG Degree College for Boys at 

Nowshera was allocated which was un-approved scheme (President’s Directive). 

b) The allocated funds were not surrendered by this Dte, as the scheme was likely to be 

approved during the meeting of DDWP convened on 11 June 07. But due to revision 

of PC-1 as decided in DDWP, The scheme could not be approved by 30 June 07. 

c) The department made utmost efforts and the scheme was finally approved in the next 

meeting of DDWP convened on 11 July 07. 

PAC DIRECTIVE(07-06-2012) 

The Committee settled the grant. 

7. GRANT NO. 25  
Excess of Rs. 5,559.122 (M) 

 

The AGPR pointed out that the grant closed with an excess of Rs. 5,559.122 (M) which worked 

out to 0.024 percent of the total grant.  

The PAO explained that the main reason for the excess expenditure of Rs. 5,559.122 (M) due to 

pay & allowances {Rs.1701.993 (M)} and carryover (3804.338 (M).  

The PAO stated that the above two main reasons of unavoidable excess expenditure, if consider 

accepted as valid, then the excess expenditure during this period would come down to Rs.52.791 

(M) only which is 0.021% of the final grant. 
 

PAC DIRECTIVE(07-06-2012) 

The Committee settled the grant. 
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AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF DEFENCE 
FOR THE YEAR 2006-07 

1. PARA-6.1 (PAGE No. 42) AR 2006-07. 
NON ADJUSTMENT OF ADVANCES Rs. 2.795 MILLION  
The Audit stated that advances amounting to Rs.2.795 million on account of TA/DA, 

transportation charges and purchase of air tickets were paid to nine  officials during the period 

from 2004-05 to 2005-06 by the Pakistan Missions abroad. However, the advances have neither 

been adjusted nor recovered from the officials, till the time of audit despite lapse of a 

considerable period. 

The PAO informed the Committee that 1) Para 17 of Paris would be reconciled with Audit to 

resolve the issue.  

The PAO further informed that 2) Para 7 of Ashgabat had already recommended for settlement in 

its meeting held on 7.09.2011. 

PAC DIRECTIVE(07-06-2012) 

The Committee settled the para and directed that record should be verified by the Audit.  

PAC DIRECTIVE(08-08-2012) 

The Committee pended the para and directed that record should be verified by the Audit. 

2. PARA-6.2 (PAGE No. 43) AR 2006-07. 
IRREGULAR PAYMENT OF RENTAL CEILING US$ 13,392 (Rs. 843,696)  
 

The Audit stated that Pakistan Mission at Washington paid a sum of US$ 13,392 on account of 

rent of residence in respect of an official of Defence Wing @ US$ 1,116 pm for the period 7/05 

to 6/06 without sanction of rental ceiling. The payment of rental ceiling without approval was 

held irregular and unauthorized.  

The Audit further stated that either the sanction of rental ceiling may be provided to Audit or 

recovery of unauthorized payment of rent be effected from the officer concerned. 

The PAO informed the Committee that an ex-post-facto sanction from Ministry of Foreign 

Affairs will b e provided to Audit. 

PAC DIRECTIVE(07-06-2012) 
The Committee granted forty five (45) days for ex-post-facto sanction from Ministry of Foreign 

Affairs, otherwise responsibility should be fixed. 

PAC DIRECTIVE(08-08-2012) 

The para was pended and the Committee directed to obtain ex-post-facto approval from Ministry 

of Foreign Affairs. 

The DAC recommended the following Audit Paras for settlement by the Committee:- 

3. i)  PARA-6.4. (PAGE No. 46) AR 2006-07. 
ENORMOUS EXPENDITURE OF Rs. 227.286 MILLION ON PASSENGER LAYOVER 
DURING THE YEAR 2003 AND 2004 
 

ii) PARA-6.5 (PAGE No. 47) AR 2006-07. 
LOSS DUE TO DAMAGE COMPENSATION / LOST BAGGAGE DURING 2005 AND 2006 
Rs. 14.927 MILLION 
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iii) PARA-6.6. (PAGE No. 48) AR 2006-07. 
LOSS DUE TO NON REALIZATION OF Rs. 1.991 MILLION ON ACCOUNT OF PAYMENT 
OF DEPORTEE CASES  

 
iv) PARA-6.7. (PAGE No. 48) AR 2006-07. 

LOSS DUE TO IMMIGRATION FINE FOR TRANSPORTATION OF ILLEGAL 
PASSENGERS Rs. 17.066 MILLION  

 
v) PARA-6.8. (PAGE No. 49) AR 2006-07. 

EXCESS PAYMENT OF ENTERTAINMENT ALLOWANCE AMOUNTING TO C$ 1,150 
(Rs. 69,000) 
 

PAC DIRECTIVE(07-06-2012) 

The Committee endorsed the recommendation of the DAC for settlement of the above-mentioned 

five (05) Audit Paras. 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF DEFENCE 
FOR THE YEAR 2006-07 

CIVIL AVIATION AUTHORITY 

4.  i) PARA NO. 2.1 PAGE-29 AR-2006-07 
LOSS DUE TO LEASE OF PRIME LAND AT LOWER RATES – RS.982.6 MILLION  

ii) PARA NO. 2.2 PAGE-30 AR-2006-07 
LOSS DUE TO LEASE AGREEMENT IN CONTRAVENTION WITH THE CIVIL 
AVIATION AUTHORITY BOARD DECISION - RS.843.6 MILLION 
 
PAC DIRECTIVE (19-07-2012) 
 

The Committee clubbed the above two paras. The Committee directed the PAO to conduct a fact 

finding inquiry and fix responsibility and submit report to the PAC within twenty days. The 

Committee pended the para. 

PAC DIRECTIVE (20-12-2012) 

The Committee clubbed the above paras for verification of the audit within one month and 

directed that court cases should be pursued vigorously. 

5. PARA NO. 2.3 PAGE-30-31 AR-2006-07 
NON-RECOVERY OF RENT AND ALLIED CHARGES - RS.84.3 MILLION 
 

The Audit pointed out that the licensee shall pay to the licensor fee in advance for the current 

month before the 10th of each month to which it relates whether the licensee receives any bill or 

not. If the license fee or any part thereof be in arrear for any month or more after the same had 

become due whether demanded or not, the Airport Manager may terminate the agreement or 

impose financial charges @ 5% above bank rate or impose fine @ Rs.500 for each day of such 

default according to clause 3 of the contract agreement. 

The Audit further said that the Airport Manager CAA, Islamabad did not recover the rent and 

allied charges for Rs.84.323 million from various parties for the year 2005-06 along-with 

financial charges @ 5% above bank rate. Subsequently an amount of Rs. 24.538 million was 

recovered and verified by Audit on 01.06.2009 reducing the amount to Rs. 59.785 million. 
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The PAO stated that as per department record details of the outstanding dues are about the Rs. 

4,694,826 for Court cases, Rs. 795,377 for Waived off, Rs. 53,941,008 for PIAC and the Total 

outstanding amount is Rs. 59,615,594.  

PAC DIRECTIVE (19-07-2012) 
The Committee referred the para to the DAC. Regarding the court cases the Committee directed 

the PAO to write a letter to the Attorney General to pursue the Court Cases vigorously. For PTCL 

committee directed to effect recovery. The Para was pended. 

PAC DIRECTIVE (20-12-2012) 
The Committee clubbed the above paras for verification of the audit within one month and 

directed that court cases should be pursued vigorously. 

6. PARA NO. 2.4 PAGE-31-32 AR-2006-07 
NON-RECOVERY OF MONTHLY LICENSE FEE INCLUDING FINANCIAL 
CHARGES - RS.54.7 MILLION 
The Audit pointed out that monthly license fee and allied charges shall be paid in advance before 

the 10th of each month to which it relates and if the license fee or any part thereof be in arrear for 

one month or more after the same had become due, the licensor may terminate the license 

agreement or impose financial charges @ 5% above the bank rates as per clauses 3 and 5 of 

contract agreement.  

The Audit further pointed out that Civil Aviation Authority (AIIAP LHR) executed agreements 

with some licensees for use of its facilities but did not recover outstanding dues amounting to 

Rs.71.2 million including financial charges during the year 2005-06. However, subsequently an 

amount of Rs. 7.168 was recovered and verified from Audit on 03.11.2007. Further DAC in its 

meeting on 07.08.2007 also excluded the bank penalty of Rs. 9.3 million and as a result the para 

was reduced to Rs. 54.7 million as of November, 2011. 

The Audit finally gave comments that a recovery of Rs. 7.805 million out of Rs. 13.565 million 

had been reported and verified from Receipt Vouchers, Journal Vouchers, Cash Book and 

Ledgers on 16.07.2012. However, bank reconciliation in support of credit of recovery was not 

produced. 

The PAO stated that efforts were being made for recovering the balance amount which was in 

process. 

PAC DIRECTIVE (19-07-2012) 
The Committee referred the Para to DAC. The para was pended. 

PAC DIRECTIVE (20-12-2012) 
The para was deferred back to DAC. 

7. PARA NO. 2.5 PAGE-32-33 AR-2006-07 
LOSS DUE TO NON-ENHANCEMENT OF SPACE RENT – RS.8.2 MILLION 
 

The Audit pointed out that space charges at Allama Iqbal International Airport (AIIAP), Lahore 

were capped for three years at the existing applicable rates from 1st January, 2003 and to be 

reviewed in the last quarter of the year 2005 as per instructions of the CAA HQ vide letter No.HQ 

CAA/2850/13/com dated 20th February, 2003.  
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The Audit further pointed out that the Civil Aviation Authority (APM, AIIAP, LHR) did not 

review the space charges and less rent of Rs.54.6 million was charged against due rent of Rs.62.8 

million i.e. an increase of 15% w.e.f. 01.01.2006 to 31.10.2006. This resulted in loss of Rs.8.2 

million. 

The PAO stated that an enhancement in space rent was made and arrears from 1st July, 2006 to 

31st October, 2006 were raised against the lessee @ 10% of the previous space rent.  

PAC DIRECTIVE (19-07-2012) 

After detailed discussion and on recommendation of the Audit, the Committee settled the Para. 

8. PARA NO. 2.6 PAGE-33 AR-2006-07 
SHORT RECOVERY OF REVENUE DUE TO DELAY IN ISSUANCE OF 
ACCEPTANCE LETTER - RS.1.3 MILLION 
The Audit pointed out that an action for inviting tenders must be started at least three (03) months 

before the expiry of contract period of a license so as to provide ample time for consideration at 

CAA Headquarters according to para 6 of policy and procedure regarding grant of business 

concessions at airport.  

The Audit further pointed out that Airport Manager, Allama Iqbal International Airport, Lahore 

did not issue acceptance letter even after approval from HQ dated 14.02.2006, for collection of 

cargo throughput charges before the expiry of existing license fee agreement. The acceptance 

letter was issued on 17th February, 2006 i.e after four (4) days from the expiry of existing license 

agreement. The delay in issuance of acceptance letter resulted in short recovery of Rs.1.3 million 

on account of difference between new rates and the previous rates. 

The PAO stated that the approval was issued on 14th February, 2006 and acceptance letter was 

issued on 17th February, 2006. The license fee for four (4) days was charged at old rates with the 

approval of competent authority. BOI proceedings were also completed.  

CAA also explained that BOI proceedings had been completed and recovery had been affected. 

PAC DIRECTIVE (19-07-2012) 

The Committee showed satisfaction over recovery and settled the Para.  
 

9. PARA NO. 2.7 PAGE-33-34 AR-2006-07 
SHORT RECOVERY OF FINANCIAL CHARGES - RS.1 MILLION 
The Audit pointed out that the monthly license fee and allied charges shall be paid in advance 

before 10th of each month to which it relates whether any bill received or not. If the license fee or 

any part thereof be in arrear for one month or more after the same had become due, whether 

demanded or not, the APM / licensor may terminate the license agreement or impose financial 

charges @5% above bank rate or impose a fine of Rs.500 per day of such default according to the 

clause 3 and 5 of the contract agreement.  

The Audit further pointed out that the Airport Manager, CAA, Islamabad failed to implement 

above clause in its true spirit and imposed financial charges @ 5% instead of 5% above the bank 

rate (5%+8%). This resulted in short recovery of Rs.1 million. 
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The PAO stated that the matter regarding levy of late payment surcharge and imposition of 

financial charges above bank rate was under process and decision in this regard would be 

communicated soon.  

PAC DIRECTIVE (19-07-2012) 

The Committee settled the Para.  

10. PARA NO. 2.8 PAGE-34-35 AR-2006-07 
LOSS DUE TO UTILIZATION OF CHEMICAL IN EXCESS OF APPROVED 
FORMULA - RS.0.151 MILLION 
 

The Audit pointed out that one (01) liter of chemical ATC-R-7 covers the area of 50 sft in 

one liter to remove the rubber deposits at runway as per letter No.JIAP/3420/ll /l/AGS dated 

16th April, 2005 regarding Demonstration Report on Rubber Deposit with Chemical held on 

14th April, 2005.  

The Audit further pointed out that the Director Technical Services CAA, Karachi showed the 

consumption of 2,430 liters chemical for removing 53,000 sft rubber deposits area instead of 

admissible quantity of 1,060 liter as per the formula. The excess quantity of 1,370 liters chemical 

@ Rs.110 per liter resulted in loss of Rs.150,700. 

The PAO stated that according to Chief Operation Officer’s letter dated 9th October, 2006, one 

drum of 210 liters cleaned more than 5000 sft area as compared to initial demonstration report. 

The chemical was consumed according to the thickness of the rubber surface of the runway.  

PAC DIRECTIVE (19-07-2012) 

 After detailed discussion the PAC settled the Para.  

11. PARA NO. 2.9 PAGE-35 AR-2006-07 
ENCROACHMENT ON CAA PROPERTY  
 
 

The Audit pointed out that the Estate Branch of CAA, Islamabad Airport was the custodian of 

CAA land/property and timely action to safeguard the property against any encroachment was its 

prime responsibility. 

The Audit further pointed out that the Airport Manager, CAA, Islamabad failed to protect CAA’s 

land/property from 1998 to 2004 and twelve (12) private parties made encroachments on CAA’s 

land/plots measuring 24 kanal & 7 marlas during the said period. This negligence of department 

resulted in encroachment of costly CAA land. 

The PAO stated that CAA management had already filed cases against all the encroachers in the 

concerned courts.  

PAC DIRECTIVE (19-07-2012) 

The Committee pended the para for physical verification by the Audit. 

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to make a policy within three moths for better performance in 

future. 
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12. i) PARA-18, ITEM-(I), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out that PIAC was incorporated on April 18, 1956, under the Pakistan 

International Airlines Corporation Act, 1956 (PIAC Act 1956) and its shares are quoted on all 

stock exchanges of Pakistan. The principal activity of the Corporation was to provide air transport 

services. In addition, the Corporation was engaged in providing engineering and allied services to 

other airlines. 

Being introductory para, PAC may like to consider the para for settlement. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

ii) PARA-18.1 ITEM-(II), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out that the Corporation’s current assets as at December 31, 2006 stood at 

Rs.18,353 million, and its current liabilities Rs.41,025 million, which casts serious doubts 

regarding the Corporation’s ability to meet its short-term debt obligations and therefore, continue 

as a going concern. The financial structure of the Corporation was highly leveraged and its 

current ratio was 0.447, which shows that the Corporation’s current assets were not enough to 

cover its current liabilities. In addition, long-term debt of the Corporation stood at Rs.65,728 

million. It was the view of Audit that the Corporation was very vulnerable to the risk of 

defaulting on its debt obligations. The Corporation’s short-term debt obligations seem to be 

spiraling out of control and accumulated losses of the Corporation as on December 31, 2006 had 

registered 108% increase over last year. 

The PAO stated that it was correct that current liabilities exceed the current assets which was not 

a healthy situation. However PIA had managed the difficulties and continues its operation un-

interrupted without a default. Therefore Government Audit’s doubt on the Corporation’s ability to 

meet its obligations did not hold any ground. Agree that the current ratio was adverse. However 

PIA has not defaulted on its debt obligations despite difficulties. The short term debt had 

increased because of borrowings to finance losses besides US$.70 million (Rs.4.26 billion) loan 

raised on GoP’s directive to pay for purchase of 49% shares of Saudi Partner in PIAIL. The 

accumulated losses increased by more than 100% due to loss of Rs.12.8 billion incurred in 2006. 

The Audit informed that the Corporation sustained a net loss of Rs.39,518 million in 2008, 

Rs.12,434 million in 2009 and Rs.8,580 million in 2010. The accumulated losses of the 

Corporation stood at Rs.92,328 million as on 31-12-2010. The Corporation’s current assets as at 

December 31, 2010 stood at Rs.16,410 million which were much lower than its current liabilities 

of Rs.75,507 million. This adverse position cast serious doubts over the Corporation’s ability to 

meet its short terms debt obligations and its continuation as a going concern. Effective steps were 

required to be taken to improve the financial position of the Corporation. 

The Audit suggested that PAC may like to know the current status of losses of the Corporation. 
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PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

iii) Para-18.2, Item-(iii), ARPSE-2006-07 (AP-2006-07) 
 

The Audit pointed out that the current portion of long-term financing stood at Rs.2,599 million as 

on December 31, 2006, which means that the Corporation needs to pay this portion of its long-

term debt within one financial year. The Corporation, however, registered a loss after taxation of 

Rs.12,763 million for the year ended December 31, 2006, which means that the Corporation will 

have to undertake more debt to pay off debt servicing costs of its old debts. 

The PAO stated that in case of losses, PIA has no option but to borrow funds to meet its debt 

servicing obligations. 

The Audit requested to inquire the PAO about the current status of losses of the Corporation and 

reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

iv) Para-18.3, Item-(iv), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out that accumulated losses of the Corporation registered an increase of 

108.2% in the year 2006 and stood at Rs.24,563 million. In 2006, loss before taxation increased 

by 192.8%, to a loss of Rs.13,215 million. Operating expenses of the Corporation continued to 

rise, to the tune of Rs.79,164 million in 2006, compared to Rs.67,075 million in 2005. This 

increasing trend can be seen in the comparative yearly table, which shows the Corporation’s 

inability to control its operating expenses.  

The PAO stated that the increase in revenue was not commensurate with the increase in operating 

expenses which grew by Rs 12.1 billion. The increase of Rs 12.1 billion in operating expenses 

included increase in fuel cost by Rs 6.9 billion. Owing to 8.6% increase in the operations / 

capacity including induction of aircraft, the non fuel expenses rose by 11.3%.  Major areas of 

increase in non fuel expenses were maintenance, aircraft rental, aeronautical & handling, 

passenger services, Distribution (GDS) and employee. Overall non fuel expenses per unit 

increased from Rs 13.1 per ATK in 2005 to Rs 13.6 per ATK in 2006 denoting a rise of 3.7%. 

However, better controls could have been exercised in containing non fuel expenses especially 

rental and passenger services. Operation to Nairobi and Moscow proved un-economical and 

should have been avoided to save operating cost. Same was the case with the leased freighter 

operations. 

The Audit requested to inquire about the current status of losses of the Corporation and about the 

reports on Audit Comments, as per PAC’s last directives. 
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PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

v) Para-18.4, Item-(v), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out that receivables of Rs.37 million and Rs.82 million outstanding against 

Skyrooms (Pvt) Ltd. and Midway House (Pvt) Ltd. respectively had become doubtful and 

chances of recovery seem remote. 

The PAO stated that full provision for this was made about ten years ago and therefore audit 

observation is not valid as this does not have any impact on 2006 results. 

The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

vi) PARA-19, ITEM-(VI), ARPSE-2006-07, (AP-2006-07) 
TREND ANALYSIS OF KEY FINANCIAL RATIOS OF PIA FINANCIAL 
STATEMENTS FOR THE PERIOD 2003-06  
The Audit pointed out that the trend line of PIA’s current ratio depicts a gradual decline. Ideally 

this ratio should be “2.00”; generally the larger this ratio the better the ability of the company to 

satisfy its immediate obligations. This shows that PIA’s current assets were not substantial 

enough to cover its current liabilities. Low current ratio signifies that the Corporation might not 

be able to pay its current debt on time and shows that PIA has negative working capital. In future 

the situation might become worse according to the trend line shown. PIA would had to secure 

financing to meet its short term financial obligations. 

The PAO stated that no disagreement on the figures and the concept. PIA had managed to remain 

float, continue its operations uninterrupted and meet its debt obligations and there had been no 

default on this account. No doubt PIA is faced with financial difficulties, efforts are being made 

to overcome this. 

The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

vii) PARA-20 & 20.1, ITEM (VII), ARPSE-2006-07 (AP-2006-07) 
SYSTEMIC ISSUES – OBSERVED DURING AUDIT OF PAKISTAN INTERNATIONAL AIRLINES 
The Audit pointed out that the Corporation was again hit hard because of the rise in fuel prices. 

Page 12 of PIA’s annual report 2006 states, “Some of the airlines managed to minimize the 

additional fuel cost through timely fuel hedging, the remaining airlines, including PIA, had to 

fully absorb the additional cost.” Had PIA also resorted to fuel hedging it would had been able to 
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dampen the affect of rising fuel prices on its cost of services. PIA had been charging the 

passengers a special fuel surcharge to offset the impact of fuel price hike. Audit was of the view 

that the overall losses of PIA could not be attributed only to the rise of fuel prices because as 

given in the following paragraphs, there are major problems with the administrative structure, 

operative expenditure and routing policy of the Airline. 

The PAO stated that board approval for hedging fuel was obtained in April 2006. However the 

Board directed that a proper process, organization and procedure should be developed and put in 

place. Board also desired that approval of State Bank be obtained so that the International Swap 

Dealers Association (ISDA) agreements can be finalized with the banks. PIA started negotiation 

with various banks. Ultimately only two banks showed their interest for participation in fuel 

hedging. Meanwhile the then management, as part of the Operational & Financial re-structuring 

plan, mooted a proposal with MoF for setting-up a fund for undertaking fuel hedging with GoP 

participation. This proposal was turned down by MoF when the plan was approved in 2007. 

PIA’s negotiations with the banks for signing ISDA agreement took a longer time because of 

various issues. However, the issue of withholding tax on payments to banks stalled the process 

for sometime.  

He further stated that PIA did take up the matter with FBR for obtaining clarity on the subject 

without any result. The issue of withholding tax was resolved in the Finance Bill for 2007-08 

when the anomaly was removed. Thereafter PIA was in a position to sign ISDA agreement with 

the banks. The first fuel hedging transaction was initiated in February 2008 covering 10,000 

barrels each for March, April & May 2008. In August 2008, Board directed PIA to hedge the fuel 

price for its Haj flights after the oil price had shot up to US$ 147 per barrel. PIA entered into fuel 

hedging transactions for November 08, December 08 and January 09 to cover the Haj flights. 

Hedging was a double edged sword and can go either way. 

The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

viii) Para-20.2, Item-(viii), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out that PIA was in the process of privatization on “piece meal” basis. PIA 

management was currently outsourcing a lot of its services, for example, PIA Ramp Services 

Division has been awarded to M/s. Swissport International. PIA Flight Kitchen had been awarded 

to Singapore Airport Terminal Services (SATS). Moreover, local transport for all major stations 

in Pakistan had been outsourced and awarded to private contractors. The logic behind outsourcing 

these activities was to improve quality of service and reduce cost. However, Audit had noted that 

the cost has neither reduced nor the services had shown any extraordinary improvement. The 

wisdom behind outsourcing activities for which PIA had already got the trained human resources 
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and in-house expertise needs to be examined. It also needs to be seen that if these activities were 

being outsourced then why is PIA retaining the excess work force? Would it not be prudent to 

reduce work force in those divisions whose work was being outsourced? 

The PAO stated that Transport for cockpit crew on all buses and staff in Karachi were already 

outsourced. The Motor transport Division was catering to only pickup/drop of cabin crew / 

executives / some operational staff. There was a lot of complaint from cabin crew in terms of 

service while the cockpit crew was quite satisfied with the outsourced service. Thus the 

remaining functions were also outsourced in 2005 and the transport setup abolished. The work 

force was transferred to other departments like TGS, traffic, cargo etc. where there was a severe 

shortage and additional manpower was needed to be inducted.  

The PAO further stated that for Flight Kitchen in the first phase only management was 

outsourced to SATS. After five years this was to be converted into a JV after certain deliverables 

were met. The first phase was not yet over. The purpose of outsourcing was to improve the 

standard of hygiene and quality of meals. Obtaining of the HACCP certificate was a testimony to 

the improvement. 

The Audit further informed that the PIAC outsourced its services to improve quality of service 

and reduce cost. However, neither the cost had reduced nor the services had shown any 

significant improvement. PIAC incurred extra expenditure on outsourcing without reducing the 

human resources and ultimately reverted to the old system.  

The Audit suggested that the PAO may investigate into this imprudent decision of outsourcing 

and fix responsibility on the person (s) found at fault. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

ix) Para-20.3, Item-(ix), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out that PIA had been incurring colossal losses for the last several years and 

the accumulated losses touched the peak quantum of Rs.24,563 million in the year 2006. The 

state of loss incurrence had remained unchanged even in the financial year 2007. Even then the 

incurrence of extravagant non-development expenditure was there e.g. lavish and luxurious 

expenditure on Head Office and attainment of foreign exchange loans Euro 12 million for the 

renovation of PIA building located in Paris, France. 

The PAO stated that the onetime expenditure on renovation/facelift of Head Office was Rs.40 

million approximately. The loan of Euro 12 million was obtained by Scribe Hotel Paris for its 

renovation. The Hotel was owned/operated by PIA Investments Ltd. and does not reflect in PIA’s 

balance sheet/operating results.      

The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 
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PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

x) Para-20.4, Item-(x), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out that PIA management claims that minimizing costs was one of their 

objectives, however, Audit scrutinized annual report 2006, and observed that Cost of services, 

Distribution costs, Finance costs, and Administrative expenses had all registered an increase over 

last year. Audit also observed on page 80 of the same report that PIA increased the number of its 

executives from 104 in 2005 to 641 in 2006, a rise of 516%. As a result, cost of executive 

remuneration increased from Rs.162 million in 2005 to Rs.1,364 million in 2006 a rise of 743% 

in just one fiscal year.   

The Audit further pointed out that the rise in administrative expenses with the rise/fall in 

operating profits of PIA. The trend lines clearly show that PIA’s administrative expenses were 

increasing out of proportion with operating profits. The operating profits had been steadily 

decreasing while the administrative expenses had been steadily increasing over the period 2003-

2006. 

The PAO stated that the increase in the finance cost was attributed to new fleet induction and 

borrowings to cover losses. As per Securities and Exchange Commission of Pakistan’s (SECP) 

reporting requirement, employees drawing salary in excess of Rs 5 lac per year were to be 

reported and shown under executives. While there was no physical increase in the number of 

executives, because of pay rise given to pilots and engineers and normal increments to all other 

personnel, those employees whose salary exceeded Rs.5 lac came to fall under the category for 

such reporting and shown as such. Last year their salary was less than Rs.5 lacs and therefore 

were not reflected here. The administrative expenses form a small portion of the total operating 

expenses of PIA (6.2% in 2006) and therefore PIA’s negative results cannot be attributed to this 

factor. Over 50% of the Administrative expenses comprise employee cost. 

The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

xi) PARA-20.5, ITEM-(XI), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out that PIA was operating on 08 sectors; seven of these were international and 

one domestic. Audit observed from route wise Profit/Loss statement of 2006, that only one sector, 

namely Saudi Arabia was operating in profit, whereas other seven sectors (including domestic) 

were operating in loss.   

The PAO stated that North America was the biggest contributor to the losses and the route was 

not even recovering the direct cost as the yields on the route traditionally had remained very low. 
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The commencement of Chicago and Houston flights earlier did not prove viable and were later 

discontinued.  It was agreed that the performance of PIA was not satisfactory. 

The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18) and directed the PAO to provide a report on Audit 

Comments to PAC and Audit within twenty days. 

xii) Para-20.6, Item-(xii), ARPSE-2006-07 (AP-2006-07) 

The Audit pointed out the profitability of PIA as compared to its main domestic competitor Air 

Blue, and also with other airlines of the region.  Audit was of the opinion that all these airlines 

were exposed to the same rising fuel prices and other challenges faced by the airline industry; 

however, they managed to cope with the challenges and some even managed to earn record 

profits such as Egypt Air, Malaysian Airlines and Emirates. On the other hand PIA could not 

even manage to break even and sustained a loss of US$ 182.33 million in the year 2007. 

The PAO stated that Malaysian Airlines suffered a loss of US$ 51.1 million (and not profit of 

US$ 265.0 million). Royal Jordanian posted a profit of US$ 8.65 million (not US$ 28.70 million), 

Egypt Air earned a profit of US$ 27.8 million (not US$ 1143.00 million), and Emirates earned a 

profit of US$ 843.71 million (not US$ 941.00 million). We did not have the details for Airblue. 

Overall it is conceded that the performance of PIA had not been upto the mark and improvement 

was needed in various areas. The business plan for 2009-2011 has been formulated after 

incorporating required corrections in the operating base. 

The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

xiii) Para-20.7, Item-(xiii), ARPSE-2006-07 (AP-2006-07) 
The Audit pointed out that the airline industry experts state that an ideal “employee to aircraft” 

ratio ranges between, 1:130-170. It was learnt that PIA had the highest number of employees per 

aircraft when compared with other airlines of the industry. PIA had an employee to aircraft ratio 

much higher than the ideal range. This shows that other airlines are able to achieve better output 

from minimal workforce, whereas PIA had over-employed for its current fleet strength, this 

resulted in increase in overheads. 

The PAO stated that it was agreed that PIA’s employee to aircraft ratio was much higher than 

other airlines. One of the reason for this was that PIA was undertaking certain functions which 

were outsourced in other airlines e.g. kitchen, TGS, Security etc. Nevertheless, PIA needs to 

improve the employee/aircraft ratio by productive expansion in its network and containment of 

the head count. 
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The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVES (19-07-2012) 

The Committee clubbed the paras (Para No.18 to 20.8) and directed the PAO to provide a report 

on Audit Comments to PAC and Audit within twenty days. 

xiv) Para-20.8, Item-(xiv), ARPSE-2006-07 (AP 2006-07) 

The Audit pointed out that the financial improvement plans were not prepared in PIA on regular 

basis. However, a restructuring plan of PIA was first prepared on June 06, 2001 wherein PIA had 

succeeded to borrow Rs.20 billion against GoP guarantee to settle its liabilities/over-dues, 

repayment installments amounting to Rs.4.863 billion and payment for purchase of Boeing 777-

ER and 777-200 LR. In its plan, the management of PIA committed to the Government of 

Pakistan that with the help of financial assistance they would be able to make profit.  While going 

through the annual audited accounts of PIA for the last five years it was observed that after 

receiving financial assistance, the Corporation earned profit of Rs.1.873 billion in 2002, Rs.1.299 

billion in 2003 and Rs.2.307 billion in 2004. Thereafter, the Corporation had been continuously 

sustaining loss and at the close of the year on December 31, 2006 the Corporation was showing 

an accumulated loss of Rs.24.563 billion. In 2007 another Financial Improvement Plan was 

prepared and vetted by ABN Amro Bank. This plan was not implemented; moreover, no effective 

steps were taken to improve financial position of the Corporation. 

The PAO stated that subsequently, in the year 2002, a Business Plan covering the period 2003-

2011 and envisaging modernization of fleet was approved by the Government for 

implementation. PIA performed satisfactorily during 2003 to 2004. However the profit targets 

remained elusive from 2005 onwards owing to persistent rise in oil prices. Consequently, an 

Operational & Financial restructuring plan was formulated in 2007 containing in-house measures 

as well as GoP sponsored actions. As explained in our response to para 18.2, the plan got derailed 

largely owing to factors beyond the control of the airline. The profits earned in 2002, 2003 and 

2004 did not include any element of grant or subsidy by the Government. The financial assistance 

mentioned here relates to the cash infusion by the Government in the form of additional equity for 

which shares were issued to GoP. The additional equity did not impact the bottom line. 

He further stated that PIA had formulated a new Business Plan which had been submitted to the 

Government for its consideration. As per this Business Plan, PIA expects to return to profitability 

from 2009. 

The Audit requested to inquire from the PAO about the current status of losses of the Corporation 

and about the reports on Audit Comments, as per PAC’s last directives. 

PAC DIRECTIVE (19-07-2012) 
The Committee clubbed the above paras and directed the PAO to provide a report on Audit 

Comments to PAC and Audit within twenty days. 
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PAC DIRECTIVE (20-12-2012) 

The Committee referred back the above mentioned fourteen (14) paras to DAC. 
 

13. PARA-21- PAGE-44-(ARPSE-2006-07) 
LOSS DUE TO IMPRUDENT PURCHASE OF BOEING 777-200 LR - RS.2,520 MILLION 

The Audit pointed out that Pakistan International Airlines Corporation (PIAC) purchased two 

Boeing 777-200-LR (Long Range) having 310 seats capacity at the cost of US$ 141 million per 

aircraft in February, 2006 and March, 2006 at higher rate than the Boeing 777-240 ER cost of 

US$ 120 million per aircraft purchased in 2004 having 329 seats capacity. The Long Range 

aircrafts were purchased due to the reason that those aircrafts are capable of non-stop flight to 

USA. But no such direct flights were being operated. Resultantly the Corporation sustained a loss 

of Rs.2,520 million in the purchase. 

The PAO stated that the PIA sustained a loss of Rs.2, 520 million which had been taken in 

wrong context as this was not the loss but it was the price differential between 777-200ER 

purchased in 2004, and 777-200LR, which was purchased in 2006. This price differential 

was due to difference in the type of the aircraft and the applicable escalation resulting 

from two years later delivery of 777-200LR. If the escalation is excluded then the price 

differential comes to be around US$11 million per aircraft. 

The PIA purchased 777-200LR for direct flights to North America. Prior to induction of 777-

20OLR aircraft, PIA was operating to USA and Canada via UK, whereas, PIA's other 

competitors to cater this traffic were operating 2 stop service to USA and planning to 

start direct non-stop service from their bases, thus offering the customer with single 

stop service from Pakistan. It may also be mentioned here that these carriers had already 

started non-stop service from their bases in Gulf to New York. 

The Airlines were trying to induct aircraft with longer range to satisfy customer requirements. In 

this regard, both manufacturers Boeing and Airbus have launched new aircraft types 777-

200LR and A340-500 respectively to meet the growing demand of long range aircraft. In 

order to provide nonstop service to its customers, Air India had also ordered eight 777-200LR 

aircraft. In addition, Emirates and Qatar Airways had also placed orders for ten and eight 777-

200LR respectively. At present, Emirates had nine 777- 200LR aircraft in its fleet and Air India 

has five 777-200LR. In order to address the consequences of such situation, PIA in anticipation 

decided to order 777-200LR aircraft which was capable of non-stop flight from Pakistan to 

USA and Canada. Currently, PIA was the only airline operating direct flights to 

Toronto, Canada from Pakistan to meet the ever growing passenger market. Due to this non-

stop capability, PIA has been able to offer better product in this market. 

Currently, PIA was operating 3 weekly non-stop flights to Toronto, Canada with 

its 777-200LR fleet. However, due to geo – political situation, initially US 

Government did not give permission to PIA for operating direct flights to USA. However, 

subsequently PIA has succeeded in getting permission for direct flights from USA to 
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Pakistan. PIA was already operating 2 weekly non-stop flights from New York to 

Lahore. Efforts are in hand to obtain permission from US Government to allow direct 

flights to and from USA to Pakistan, and once these permissions are obtained, PIA will be 

operating direct flights to USA both ways. It was worth mentioning here that if PIA 

had not decided to acquire 777- 200LR, then it would had been still operating USA 

and Canadian flights through stopover at UK, thus giving an edge to its competitors. 

PAC DIRECTIVE (19-07-2012) 
The Committee settled the Para.  

 

14. PARA-22- PAGE-45-(ARPSE-2006-07) 
LOSS DUE TO NON-RECOVERY OF SALE PROCEEDS OF OLD SPARE PARTS FROM M/S. IAA 
AEROSPACE GROUP LIMITED, HONG KONG - US$ 1.48 MILLION (RS.88.80 MILLION) 
 

The Audit pointed out that Pakistan International Airlines Corporation (PIAC) entered into 

consignment stock agreement, initially for a period of three years, with M/s. IAA 

Aerospace Group Limited, Hong Kong on September 19, 2003 for disposal of old spare 

parts of PIAC. According to clause 7 of the agreement 80% of net sale proceeds were 

to be paid to PIAC and remaining 20% to be retained by the Company as 

compensation for services rendered. According to clause 6 of the agreement, minimum 

guaranteed amount for consigned parts for three years was estimated @ US$ 2.50 million 

at US$ 833,333.33 per annum and the Company was to make available a bank guarantee 

for US$ 208,333. 

The PIAC dispatched 24 consignments of total 138,614 items of spare parts to UK for sale by M/s. IAA 

Aerospace Group Limited, Hong Kong and received an amount of US $ 1.02 million as sale 

proceeds from the Company.  An amount of US $ 1.48 million was outstanding against them 

keeping in view the minimum guaranteed sale of US $ 2.50 million. The management neither 

recovered the outstanding amount nor encashed the bank guarantee due to the reason that neither 

the management obtained bank guarantee nor arranged insurance as per para-4 of the agreement. 

Although PIAC had retrieved a total of 1791 spare parts items from M/s. IAA 

Aerospace Group Limited, Hong Kong (regulator in British Virgin Islands) to meet its 

requirement, yet 98,112 items of spare parts were still with the Company 

The PAO stated that PIA had filed Suit nos. 1303, 1304 & 1305/2007 against Mr. Rasheed ul 

Hassan, Ex-Director Corporate Planning, Mr. Jamil Rauf, Ex-General Manager P&L and AVM ® 

Niaz Hussain, Ex-Director Engineering in the High Court of Sindh at Karachi for recovery of US 

$2,377,665.57 against each individual through M/s. Shahid Anwar Bajwa, Law Associates. Now, 

all these matters were fixed for PIA evidences before the Commissioner nominated by High 

Court. Due to summer vacation in High Court of Sindh i.e June & July 2011, no date is fixed for 

further proceedings. The High Court will re-open in the first week of August 2011. PIA had also 

filed claim against M/s IAA (UK) and others before the High Court of Justice, Queen’s Bench 

Division, London for recovery of remaining balance payments. Procurement & Logistics 

Department teams had visited London in year 2010 and most of surplus inventory items had been 
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returned back to Pakistan. However, PIA claim was still pending in High Court of Justice, 

Queen’s Bench Division, London.   

PAC DIRECTIVE (19-07-2012) 
The Committee directed the management to provide a copy of the inquiry report to Audit and 

kept the para pending till final decision of the Court. 

PAC DIRECTIVE (20-12-2012) 
The Committee referred back the para to DAC. 

15. PARA-23- PAGE-46-(ARPSE-2006-07) 
LOSS DUE TO DONATION OF AN AIRCRAFT ENGINE TO A FOREIGN INSTITUTE 
SENT FOR REFURBISHMENT - US$ 379,000 (RS.22.740 MILLION) 
The Audit pointed out that Engineering Department of Pakistan International Airlines 

Corporation (PIAC) carried out market research in March 2005 to refurbish an aircraft engine 

JT9D-7A for two Boeing 747-200 aircrafts as standby for Hajj operations. Three parties offered 

for refurbishment and one for purchase. M/s.Lufthansa Technic, despite being higher bidder by an 

amount of US$ 75,000, was awarded the contract for partial refurbishment without prior approval 

of Engineering Maintenance Committee/Central Purchase Committee, at an estimated cost of 

US$ 1.200 million with total turnaround time (TAT) of 45 days. The offer of M/s. EADS 

Sogerma for purchase of JT9D-7A engine at a cash price of US$ 354,000 with delivery of 3-5 

days was not considered. 

After pre-test inspection and test run, M/s. Lufthansa Technic, instead of proceeding with the 

agreed work scope, sent a revised work scope with TAT of 90 days instead of 45 days and 

enhanced the cost to US$ 2.000 to 2.500 million instead of earlier quote of US$ 1.200 million. 

Under the circumstances, the Chief Engineer (P&P) observed that with a proposed TAT of 90 

days by the Vendor, there was no justification/need for that engine to be refurbished. Thereafter, 

the Vendor offered three options(1) the engine should be scrapped for US$ 5,000 locally in 

Dublin (2) the engine should be sent back to Karachi(3) the engine should be donated to local 

technical college, Dublin. 

As per management’s estimates, the return shipping of the engine back to Karachi would had 

entailed an expenditure of US$ 25,000. The management, however, in September, 2005 decided 

to donate JT9D7A engine to a local Technical College in Dublin (Ireland). 

The Audit was of the view that by donating the engine, instead of selling it to M/s. EADS 

Sogerma at offered price of US$ 354,000, PIAC sustained a loss of US$ 379,000 (US$ 354,000 + 

US$ 25,000 freight charges incurred in sending the engine to Dublin for refurbishment) 

equivalent to Rs.22.740 million.  

The PAO stated that on the DAC directives, the documents had been provided to Commercial 

Audit for verification. Decision to donate JT9D-7A Engine to Technical College Dublin was 

made by the Management vide 20th Man Com Meeting held on September 6, 2005 under the chair 

of Chairman & CEO, PIAC. Basis for the decision was financial impact (USD 25,000 for 

transportation back to Karachi OR USD 5,000 to scrap the engine at Bublin). Thus donation was 

considered as a viable solution.  
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PAC DIRECTIVE (19-07-2012) 

The Committee settled the para. 

16. Para-24- Page-48-(ARPSE-2006-07) 
Loss due to scrappage, missing material and late dispatch/return of Landing Gears - US$ 
234,759.92 (Rs.14.086 million) 
 

The Audit pointed out that PIAC placed an order on May 20, 2001 upon M/s. AAR Landing Gear 

Services, USA for exchange/overhaul of seven landing gears after obtaining approval of 

Engineering Maintenance Committee (EMC) in its meeting held on May 20, 2001. As per terms 

and conditions, landing gears provided by the firm in lieu of the repairable landing gears were 

required to be returned to them within fifteen days of the receipt of repaired units. After repairs, 

the vendor returned the landing gears to PIAC in September, 2001. 
 

On the contrary, PIAC returned/shipped Landing Gears to the Vendor in October, 2002 i.e. after 

lapse of about one year. Due to this delay, M/s. AAR Landing Gear Services imposed/claimed 

additional exchange fee of US$ 139,500, which was reduced to US$ 70,000 after negotiations. 

Besides, the Vendor also issued invoices amounting to US$ 164,759.92 after evaluation of 

missing and scrapped material of Landing Gears. Thus, the Corporation was put to a loss of US$ 

234,759.92 (US$ 70,000+ US$ 164,759.92) equivalent to Rs.14.086 million by not adhering to 

the terms and conditions of the exchange/overhaul of landing gears. 

The PAO stated that an enquiry committee had been formulated to ascertain the reasons of 

financial loss incurred to the Corporation due to the scrappage/missing part & delay in returning 

the exchange unit to vendor. The committee had been instructed to finalize and submit the report 

by 31st May 2009 for further action.  

The PAO further stated that enquiry report was reviewed and it was found that the loss of US$ 

70000.00 was paid by PIA additionally due to late dispatch of Landing Gears to M/s AAR 

Landing Gear Services. Documents pertaining to enquiry report and executive brief submitted to 

PIA management were forwarded to Commercial Auditors. 

PAC DIRECTIVE (19-07-2012) 

The PAC directed the PAO, Ministry of Defence to hold an inquiry, fix responsibility and submit 

report to the PAC within twenty days. 

PAC DIRECTIVE (20-12-2012) 

The Committee referred back the para to DAC. 
 

17. Para-25- Page-49-(ARPSE-2006-07) 
Loss due to award of exchange/overhaul work of landing gears to 3rd lowest bidder –  
US$ 134,359 (Rs. 8.062 million) 
 

The Audit pointed out that Engineering Department of PIAC selected eight parties on the basis of 

previous market research to submit their quotations for exchange/overhaul of Landing Gears of 

four aircrafts separately. On the basis of comparative statement, the Chief Engineer (Power Plant 

Overhaul) recommended M/s. Hawker Pacific being the lowest bidder at total quote of US$ 

305,791. 
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However, Director Engineering (DE) overruled the recommendation and selected M/s. EADS  

Revima, the third lowest bidder and contract was awarded to them at US$ 440,150 resulting in 

loss of US$ 134,359 (US$ 440,150 – US$ 305,791) equivalent to Rs.8.062 million.  

The issue was discussed in the DAC meeting held on November 06, 2007 wherein the 

management responded that Aircraft was on ground (AOG) and PIAC had ignored the lowest 

bidder because of un-satisfactory past performance. However, Audit was not satisfied with the 

explanation as this point of AOG was never raised before by PIAC and it had been 11 months 

since para was issued to PIAC. The DAC agreed with Audit and recommended the para for PAC. 

The PAO stated that although quotes submitted by M/s. Hawker Pacific were lowest amongst 

all, but was not considered due to previous experience of submitting high invoices subsequently. 

Also certain unpaid invoices towards Hawker Pacific led to the exception of lowest party. 

M/s. Castle Presision Engineering submitted second lowest quote. The Landing Gear offered by 

the company was configured to component level only and was without necessary plumbing and 

harnesses. Moreover the delivery was offered after twenty five days of receipt of order. The 

urgent requirement on aircraft and incomplete delivery of Landing Gear caused the omission of 

M/s. Castle Precision Engineering. In view of the above stated facts, decision was taken in 

Engineering Maintenance Committee (EMC) Meeting # 66/2005 to select M/s. Sogerma as 

they offered Landing Gear in installation configuration with immediate delivery. 

PAC DIRECTIVE (19-07-2012) 
The Committee directed the PAO M/o Defence to investigate that how the work was awarded to 

the 3rd lowest bidder. The Committee further directed to take action against person(s) responsible 

and repor tot the Committee in twenty days. 
 

PAC DIRECTIVE (20-12-2012) 

The Committee referred back the para to DAC. 
 

18. Para-26- Page-50-(ARPSE-2006-07) 
Loss due to award of work to 2nd lowest bidder for repair/overhauling of landing gears - 
US$ 46,600 (equivalent to Rs.2.796 million) 
 

The Audit pointed out that Rule-38 of Public Procurement Rules, 2004 stipulates that the bidder 

with the lowest evaluated bid if not in conflict with any other law, rule, regulations or policy of 

the Federal Government shall be awarded the procurement contract within the original or 

extended period of bid validity. 

The PIAC Engineering Department, issued Request for Quotations to eight repair agencies for 

repair/overhaul of 06 landing gears for aircrafts B-747-200/300. Only five agencies offered their 

rates. After going through the comparative study the Chief Engineer (Power Plant and Overhaul) 

recommended M/s. Hawker Pacific Aerospace, as the best option due to lowest rate of US$ 

243,400 with no additional billing and discount of 2.25% on advance payment. However, PIAC 

awarded work to 2nd lowest bidder viz. M/s. EADS Revima (France) at a total reduced cost of 

US$ 290,000 by ignoring the 1st lowest. Accordingly PIAC suffered loss of US$.46,600 

equivalent to Pak. Rs.2.796 million. 
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The PAO stated that MRO project was already under implementation in PIA. This automated 

system will ensure fool proof mechanism and the real time information will also be available. A 

system for punishment against the willful major deviation already exists in company admin 

manual and was being practiced quite effectively. The decision to award the contract to M/s. 

EADS Revima was taken by the Engineering Maintenance Committee, through a 

minute in circulation. 

PAC DIRECTIVE (19-07-2012) 

The PAC directed the PAO, Ministry of Defence to hold an inquiry and fix responsibility. The 

Committee granted twenty days. 

PAC DIRECTIVE (20-12-2012) 

The Committee referred back the para to DAC. 
 

19. Para-27- Page-51-(ARPSE-2006-07) 
Non-recovery of huge arrears from agents due to short collections, less charging of fares 
and refunds - Rs. 5.493 million 
 

The Audit pointed out that as per clause 2.02 of credit policy of the PIAC, amount outstanding 

should be recovered within thirty days and further sales be stopped until the previous dues were 

cleared. 

Contrary to the above, an amount of Rs.9.299 million was lying unrecovered/unadjusted in PIA 

District Sales Office Karachi against 151 travel agents at the close of the year 2005 on account of 

short collections, less charging of fares and refunds etc. The invoices on account of short 

collections were issued against the agents during the period 2004 and 2005. 

The non-recovery was pointed out to the management in March 2007 and again on April 30, 

2007. The management stated in their reply that an amount of Rs.3.806 million had been 

recovered/written off leaving a balance of huge amount of Rs.5.493 million. The matter was 

discussed in the DAC meeting held on November 06, 2007 wherein PIAC informed that status of 

recovery was unchanged since last recovery of Rs.3.806 million.  

The PAO stated that only 2 long outstanding cases i.e. Sindh Travel, date of default Jul 1977 

and National Express (Makran Coast) Date of Default: Oct 89 are pending for recovery both 

are under judicial deliberation i.e. subjudice. 

As per latest data as compiled Jan 23, 2009 the details of the default are as below: 

A Suit #94/1978 was filed by PIA in the High Court of Sindh against M/s Sindh Travel for 

recovery of the total outstanding amount Rs.642,758 payable to PIA The said Suit was decreed on 

06.05.1978 in favor of PIA by way of compromise. But the defendants named above did not pay 

the decretal amount, therefore, the Corporation filed above execution application on 01.01.1980 

for recovery of the decretal amount. The court ordered auctioning of the property of M/s Sindh 

Travel and in compliance the auction proceedings were held at Larkana for sale of Agriculture 

Land/property in the year 1996 and 2003 but no bidder came forward. Particulars of any other 

property were sought and upon investigation it was found that Owner Mr.Sultan Ahmed Chandio 

expired some fifteen years ago and left no property other then on the record of the Corporation. 
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The matter was put up in court on 17.11.2008 for orders on application for re auction of the 

land belonging to Sindh Travel and Counsel for PIA was directed to submit a report on the 

said application and adjourn the matter for further orders on the receipt of the report. The auction 

of the land is still pending. 

M/s National Express Ltd an Ex-GSA for Makran Division had committed default in 

payment of sale proceed of PIA revenue documents (Rs.8,003,843) and 

consequently its General Sales Agency, Domestic Sales Agency and Ground Handling 

Agreements were terminated. It was pertinent to mention here that M/s National Express Ltd was 

a registered firm and there was a dispute amongst the partners filed in the court of law. The 

partners filed suit NO 415 of 86 before the High Court of Sindh and the relief sought against PIA 

was of permanent injunction and restraining the Corporation from encashing the bank guarantee 

dated 31-05-1986 and termination of GSA. 

The suit was declared in favor of PIA as no restraining order were passed and consequently PIA 

encashed M/s National Express Ltd Bank Guarantee and also terminated the contract of company 

as GSA. Being aggrieved and dissatisfied with the Order of High Court dated 05-061998 , the 

Appellants had filed instant appeal for setting aside the impugned order dated 23-08-2004 

wherein an Official Assignee was directed by Court to hand over the possession of the property of 

Plaintiff. 

Another verdict was decreed on 11-01-2007 wherein the matter was still subjudice and 

required further deliberations by the court of law. Letter dated August 11, 2008 by PIA Counsel 

Mr. Amir Malik advised PIA that no action from the corporation was required at this stage. 

PAC DIRECTIVE (19-07-2012) 

The Committee settled the para on recommendation of the DAC. 

20. Para-28- Page-52-(ARPSE-2006-07) 
Award of contract to M/s. Pioneer Consultants in violation of tender conditions and 
consultancy fees – Rs.2.883 million 
 

The Audit pointed out that Pakistan International Airlines Corporation (PIAC) floated a tender 

enquiry titled “Notice for pre-qualification of Engineering Consultant” in the daily “The News” 

dated October 24, 2000 for pre-qualification as consultants for the planning, design and detailed 

site supervision of the facilities at the New Terminal Building (NTCL), Lahore. It was 

specifically mentioned in this tender that the firms must have at least fifteen years experience 

expertise in aviation industry.  

In response to tender enquiry, PIAC received bids from 25 companies, out of those, ten were 

short-listed on March 15, 2001. However, PIAC awarded the contract to M/s. Pioneer Consultants 

on June 28, 2002 who had absolutely no experienced in similar nature of work. Hence, sanctity of 

the tender was not observed.   

The PAO stated that the PIA planned to construct its various facilities to shift its operations from 

old terminal building to new location. These facilities comprised of the Field Service, TGS, MT 
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Building, Engineering Building, Store Building, Admin. Block, Mosque, Dispensary and Canteen 

etc. All these buildings comprised of normal RCC structures. The services of a consultant of 

repute were required having sufficient experience to prepare architectural plans structural 

drawings of these facilities and assist PIA in the tendering and supervision of construction 

process. As such experience of Aviation Industry was an additional qualification. The process for 

selection of a consultant was kept transparent and all aspects were closely examined by a 

committee comprising of senior officers. Out of twenty five applications received ten short-listed 

firms were asked to give their financial proposals along with concept design and details of 

finishes with estimated cost for construction of these facilities. Seven parties submitted their 

concept design and cost estimates for the project. These consultants proposed various finishes and 

detailed cost for the project 

The committee short-listed three parties based on their concept design, finishes proposed and 

economical cost estimates for the project. The three finally short listed consultants were found 

most suitable after evaluation of their concept plan, economical cost estimates and fee structure 

proposed for the project. All this process was transparent and in accordance with the laid down 

procedures for selection of consultant. The final selection of M/s. Pioneer Consultant was purely 

on merit and lowest fee structure offered by them. 
 

PAC DIRECTIVE (19-07-2012) 
The Committee directed the PAO Ministry of Defence to hold an inquiry, fix responsibility and 

submit report to the PAC within twenty days. 

PAC DIRECTIVE (20-12-2012) 

The Committee referred back the para to DAC. 
 
 

21. Para-29- Page-52-(ARPSE-2006-07) 
Non-recovery of fines/penalties imposed on account of illegal/inadmissible passengers and 
charges of deportation – Rs.2.390 million 
 

 

The Audit pointed out that according to clause-8 of Article 4 of agreement executed by PIAC 

with passenger sales agents, in case the passenger is found traveling on invalid documents at 

transit or destination and if- a penalty was imposed on the principal, the amount of penalty 

and any associated costs shall be recovered from the sales agent. 

In Pakistan International Airlines Corporation (PIAC) District Sales Office Karachi (DSO), 52 

passengers booked on PIAC flights by 23 Pax agents during the period 1996 to 2006 were 

found with fraudulent/illegal travel documents at their destinations. They were detained by 

concerned custom/immigration authorities and a total fine of Rs.3.053 million (in different 

currencies) was imposed under the immigration and international air transport law. Besides 

imposition of fines, PIAC had to incur all boarding, lodging and deportation charges of those 

passengers. 
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The amount of Rs.3.053 million on account of fines/penalties was required to be 

recovered from the concerned agents as per agreement. Despite lapse of a considerable time 

the amount could not be recovered from the Pax Agents. 

The PAO stated that, the onus for imposition of fines and penalties resulting from detection of 

illegal travel, may be placed on the Federal Investigation Authority which is the prime body 

responsible to ensure elimination of illegal air travel instead of the Airline carrying such 

passengers. 

Marketing department PIA has prepared a case with the proposition as above and had 

forwarded to the Ministry of Defence for onward submission to the Ministry of Law 

and Justice in order to formulate a law whereby the onus for illegal travel was borne by the FIA 

entrusted to curb such instances.  

It was stated that an amount of Rs.663,430 had been recovered. Many of these cases cannot be 

pursued due to closure of operations/business of some Pax agents. An further amount of PKR 

301,323 has been recovered from the travel agents. (301,323+ 663,430 =964753) An amount of 

PKR 348,090 was outstanding against defaulted/closed agents. An amount PKR 1,427,562 was 

outstanding against agents for which, a necessary action is being taken for recovery/waiver. 

PAC DIRECTIVE (19-07-2012) 
The Committee settled the paras. 

22. PARA-30- PAGE-53-(ARPSE-2006-07) 
VIOLATION OF PUBLIC PROCUREMENT RULES 2004 IN THE AWARD OF 
CONTRACTS VALUING RS.32.773 MILLION 
The Audit pointed that the management of PIAC in case of following three tenders violated the 

Public Procurement Rules 2004. The irregularities were pointed out to the management through 

Audit Inspection Report in December 2006. In its response, the management in the first of the 

above three cases stated in February 2007 that in order to keep supply line of pure milk, two firms 

(1st and the 2nd lowest) were awarded the contract at the rate of 1st lowest bidder. The view point 

of the management was in contravention of Public Procurement Rules 2004 as no such criteria for 

awarding of work on 50:50 was provided in the tender. In the second case, the management in its 

reply dated February 26, 2007 stated that due to critical stock position, the procurement was made 

without tendering. The contention of the management was not correct as the firm took seven 

months to supply the stock.  There was also no satisfactory reply from the management in the 

third case. 

The PAO stated that refer the case to PPRA for relaxation/regularization of acclaimed violation of 

Rule 38. Milk UHT in Tetra Pack was a regular item being used in Flight Kitchen for the 

preparation of different bakery products and sweet dishes. In pursuance to PPRA rules 2004, 

Tender Notice was published in Print and Electronic Media. Tenders were opened on 17-04-2006 

wherein six vendors participated. Evaluation of samples was carried out by Food Services 

Evaluation Committee. M/s Engro emerged lowest @ Rs. 29.95 per Ltr for Olper Brand but they 

were new in the business. Therefore, management deemed it rational had two sources of supplies 
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for smooth operation and to avoid any breakdown in supplies, M/s Noon Pakistan the second 

lowest were induced to match the price of M/s Engro Foods. Accordingly proposal was approved 

by Stores Purchase Committee, the competent forum for the approval of transaction.  

PAC DIRECTIVE (19-07-2012) 

The Committee directed the PAO Ministry of Defence to hold an inquiry, fix responsibility and 

submit report to the PAC within twenty days. 

PAC DIRECTIVE (20-12-2012) 
The Committee referred back the para to DAC for settlement. 

23. PIA INVESTMENTS LIMITED  

i. Para-31- Page-56-(ARPSE-2006-07) 
ii. Para-31.1- Page-56-(ARPSE-2006-07) 
iii. Para-31.2- Page-56-(ARPSE-2006-07) 
iv. Para-31.3- Page-57-(ARPSE-2006-07) 
v. Para-31.4- Page-57-(ARPSE-2006-07) 
vi. Para-31.5- Page-58-(ARPSE-2006-07) 

 

SKY ROOMS (Pvt) Ltd. 

vii. Para-32- Page-59-(ARPSE-2006-07) 
viii. Para-32.1- Page-59-(ARPSE-2006-07) 
ix. Para-32.2- Page-60-(ARPSE-2006-07) 
x. Para-32.3- Page-60-(ARPSE-2006-07) 

PIA MIDWAY HOUSE (Pvt) Limited 

xi. Annexure-I-Itme-06- Page-373-(ARPSE-2006-07) 

The Audit recommended all the above paras for settlement. 

PAC DIRECTIVE (19-07-2012) 
The Committee settled the above Audit Paras. 

PAKISTAN AIR FORCE & PAKISTAN NAVY  

24. PARA NO. 2.1.1 PAGE NO. 24 ARDS-2006-07 
IRREGULAR ELECTRIC CONNECTION FROM MES SUPPLY TO AIR FORCE 
HOUSING SCHEME RESULTING IN A LOSS OF – RS 15.604 MILLION 
The Audit pointed out that under Rule 6 (a) of Financial Regulations (Army & Air Force) 

Volume-I 1986, provides that every officer should exercise the same vigilance in respect of 

expenditure incurred from Government revenue as a person of ordinary prudence would exercise 

in respect of the expenditure of his money and under Rule 6 (d) Government revenue shall not be 

utilized for the benefit of a particular person or section of the community. 

The Audit pointed out that during scrutiny of Revenue Ledgers maintained by Garrison Engineer 

(Air), Chaklala it was observed that MES authorities provided electric connections to houses in 

an Air Force Officer’s Housing Colony established by Housing Directorate for retired PAF 

Officers in Chaklala Cantonment since 1977, from their source bearing Account No 00643200. 

Government orders for provision of electric connections to a private housing scheme from MES 

supply source could not be provided to audit. 

The Audit further pointed out that the Air Force Officer’s Housing Colony was a private housing 

scheme and its electric connections like those for rest of the civilian population were to be 

obtained directly from WAPDA/Islamabad Electric Supply Company (IESCO). The cost of 
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electric energy being recovered from residents of the scheme was also less than that paid by MES 

to IESCO authorities. This caused revenue loss of Rs 15,603,750 to State during the period July, 

2003 to June, 2006. The loss borne by State prior to July, 2003 and after   June, 2006 was in 

addition to above amount. Actual loss caused to State was required to be worked out and 

recovered from beneficiaries. When pointed out by Audit in November 2006, the Garrison 

Engineer (Air) Chaklala replied that matter was being referred to PAF authorities and Audit 

would be informed on receipt of reply. The Executive's reply was not acceptable as provision of 

electric supply to a private housing scheme from Government source and that also, at rates less 

than those being paid by MES to IESCO was against the cannons of financial propriety. 

The PAO stated that Electric connection to Air Force Officer’s Housing Scheme (Falcon 

Complex) Chaklala was provided by MES (Air) in 1995 and not in the year 1977. MES (Air) was 

regularly recovering the electric charges from the consumers as per WAPDA tariff applicable to 

civil private consumers and the contention of the audit that less recovery is charged from 

consumers was not correct. 

It was further added that as per Defence Services Regulations for MES 1998, water and electricity 

in civil may be provided to civil population when that services form civil agencies are not 

available. At present electric supply to Air Force Officer’s Housing Scheme, Chaklala by 

WAPDA was not available, therefore, MES (Air) is providing the electric supply from their 

feeder. The recovery pointed out by audit was not authenticated as no loss has occurred to the 

Govt. Furthermore, PAF Base Chaklala and Air Headquarters (Housing Dte) were already in 

communication with IESCO, Islamabad for the provision of separate electric supply to Air Force 

Officer’s Housing Scheme. 

PAC DIRECTIVE (20-07-2012) 
The Committee referred the matter to the DAC and granted one week. Para was pended by the PAC. 

PAC DIRECTIVE (20-12-2012) 
The Committee directed the PAO to complete the compliance report of previous PAC directive. 

25. PARA NO. 2.1.2, PAGE NO. 25 OF ARDS-2006-07 
IRREGULAR EXPENDITURE IN PIECEMEAL TO AVOID ADMINISTRATIVE 
APPROVAL – RS 5.330 MILLION 
 

The Audit pointed out that according to Para-21 (b) of Defence Services Regulations (DSR) for 

MES, original works were divided into the categories; Capital works costing more than Rs 

1,500,000, Major original works costing more than Rs 450,000 and upto Rs 1,500,000 and Minor 

original works costing upto Rs 450,000. Further under Rule-31 of Defence Services Regulation 

for MES (DSR), in case of abnormal repair costing over Rs 450,000 administrative sanction of 

the appropriate CFA will be required. 

The Audit further pointed out that as per record held with Garrison Engineer (Navy) East, 

Karachi piecemeal expenditure of Rs 5,330,032 was incurred through 35 requisitions of minor 

works during the fiscal year 2004-2005 for repair/replacement and provision of new works in 

buildings of newly established offices of Headquarter Commander Coast (COMCOAST) & 
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Standing Sitting Board (SSB). Piecemeal expenditure was incurred to bring it within the financial 

powers of lower authority and to avoid administrative approval from the higher authority. 

The PAO stated that during 2004-05, 2x new establishment COMCOAST (Commander Coastal 

Area) and SSB (Standing Sitting Board) were established by the competent authority as new 

raising on urgent necessity. Therefore, to keep them functional and operational forthwith, it was 

decided at higher level to accommodate both the office in 9- Liaquat Barrack and T-9 Liaquat 

Barrack, as there was no alternative option except these old vintage buildings constructed in 1869 

(old more than hundred years ago) The condition of these buildings were extremely deteriorated 

and some essential repair / maintenance works were carried out before accommodating the 

requisite establishment.  

The subject DP was pertaining to 2006-07, thus ex-Post facto sanction may please be accorded as 

special case. A case regarding ex-Post facto sanction had already been processed vide this office 

letter no. 5091/03/E-5 dated 29 Oct, 2007 for regularization of expenditure. 

PAC DIRECTIVE (20-07-2012) 

The PAC granted twenty days for regularization of expenditure. Para was pended. 

PAC DIRECTIVE (20-12-2012) 
The Committee directed the PAO to complete the compliance report of previous PAC directive. 

26. PARA NO. 2.1.3, PAGE NO. 26 OF ARDS-2006-07 
IRREGULAR EXPENDITURE WITHOUT RE-APPROPRIATION OF BUILDINGS – RS 
4.697 MILLION 
 

The Audit pointed out that under Para-44 of Defence Services Regulations for MES 1998 “Re- 

appropriation means the use of a group of buildings or a portion thereof, for any purpose other 

than that for which it was constructed”. Further Para-44 (C) of DSR, re-appropriation involving 

change of scales or introducing a new practice and those which were beyond the powers of 

authorities specified in table-A will require the sanction of Government of Pakistan. 

The Audit further pointed out that as per record of Commander Military Engineer Services 

(Navy), ComPak, the existing sick bay building under construction, was converted into residence 

of United States Sub Depot Level Maintenance (US SDLM) Team by providing additional 

services through another contract. Store block was also converted into Bachelor Officer Quarters 

(BOQ) by addition/alteration through a contract without sanction for re-appropriation of 

buildings. This resulted in irregular expenditure of Rs 4,697,469. 

The PAO stated that under the provision of para-44 (a) of MES Regulation 1998, approval of 

competent authority was accorded for re-appropriation of building vide HQs Compak letter No. FWK-

14/Meh/3340 dated 12-11-2007. Re-appropriation of Sick Bay for authorized purpose i.e. 

accommodation/messing for foreigners team entailing alteration and expense including the provision 

of furniture under Para. 44(b) of DSR 1998, initiated on PAFW-1831 had been approved by 

Competent Admin Authority. It was further added that for alteration, two contract, amounting to 

Rs. 23,19,889/- has been concluded. Where as irregular expenditure amounting to Rs. 46,97,469/- had been 

shown in Draft Para, adding the contract amount of Sick Bay i.e. Rs. 23,77,580/- 
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PAC DIRECTIVE (20-07-2012) 

The Committee settled the para and directed the PAO to verify the documents from the Audit. 

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to complete the compliance report of previous PAC directive. 

27. PARA NO. 2.1.4, PAGE NO. 27 OF ARDS-2006-07 
IRREGULAR PAYMENT OF ELECTRICITY BILLS OF GUEST HOUSE FROM 
GOVERNMENT ACCOUNT – RS 2.968 MILLION 
 

The Audit pointed out that the persons / buildings entitled to free supply of energy had been 

specified in Rules 83 to 85 of Quarters and Rents 1985.  Guest houses were, however, not entitled 

to supply of electric energy at Government expense. 

The Audit further pointed out that during scrutiny of the record of Garrison Engineer (Air), 

Chaklala it was observed that; an amount of Rs 2,871,841 was paid by MES to Islamabad Electric 

Supply Company (IESCO) on account of electricity bills relating to VIP Guest House Chaklala 

for the period from July, 2003 to March, 2005 and an amount of Rs 95,790 was spent on payment 

of electricity during the period from July, 2003 to June, 2005 for a Rest House at Kallar Kahar. A 

sum of Rs 2,967,811 paid out of Government account was not covered under Rules. The amount 

spent on above account prior to July, 2003 and after June, 2005 was in addition to worked out 

financial effect. The same was also required to be calculated and added to the above account. 

The PAO stated that both the buildings were guest houses. One was VIP guest house at PAF Base 

Chaklala and the other is guest house at Kallar Kahar, Each guest house had separate bulk meter. 

Only serving officers of the rank of Air Marshal are residing in these guest houses who were 

entitled for free electricity in accordance with Para 83 (a & b) of Quarters & Rents 1985. 

As per recommendation of the board recovery of Rs. 731,338 & Rs. 1,140,607 (Total Rs. 

1,871,945) on account of electricity consumed in the VIP guest houses had been recovered and 

deposited on TRs. While the other units of electricity were consumed for the security lights / 

watchman accommodation. 

PAC DIRECTIVE (20-07-2012) 

The Committee settled the para and directed the PAO to verify the documents from the Audit. 

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to complete the compliance report of previous PAC directive. 

28. PARA NO. 2.1.5, PAGE NO. 28 OF ARDS-2006-07 
IRREGULAR EXPENDITURE INCURRED ON ROOF OF A SWIMMING POOL –RS 
2.930 MILLION 
 

The Audit pointed out according to Para-21(c) (1) of MES Regulations 1998 “Authorized Works 

are Services authorized by the Government in Regulations or by a separate orders and as per 

Para-21(c) (2), Services not falling within above are referred to as ‘Special Works”. Special works 

should NOT be approved if the effect would be to introduce a new practice or change of scale. 

The Audit further pointed out that as per record held with Garrison Engineer (Air) Project-I, 

Islamabad, a Contract Agreement No CEAF-NZ-23/2003 was concluded for construction of 



 
 

106 
 

swimming pool and gymnasium at Islamabad according to schedule-A item No 1. An expenditure 

of Rs 2,930,000 was incurred on provision of special work (i.e. 390.745 Sqm) moveable roof @ 

Rs 7,498.50 per sqm for the swimming pool. The expenditure of Rs 2,930,000 was not covered 

under Rules. 

The PAO stated that swimming pool at PAF Complex Islamabad was designed keeping in view 

the hot and cold weather swimming facilities. Since AHQ Islamabad hosts swimming 

competitions of national / international level, therefore, facilities were added in the swimming 

pool. Furthermore, its roof was designed to cater for the environment of hot and cold weather. 

The subject work was approved by the Government in the capital  works programme of PAF for 

the financial year 1999-2000 (Phase-I), 2000-01 (Phase-II) and 2002-03 (Phase-III) and was 

executed consequent upon issuance of admin approval. The case was submitted to Ministry of 

Defence through FA(AF) for regularization purposes. FA(AF) asked for confirmation form audit 

authorities that the subject DP had been printed in the Annual Audit reports of the Auditor 

General of Pakistan or otherwise. However, regularization action could not be materialized as 

audit authorities did not intimate the process of regularization. 

PAC DIRECTIVE (20-07-2012) 
The Committee settled the para by expressing displeasure with the direction that such sort of 

practices should be avoided in future. 

29. PARA NO. 2.1.6 PAGE, 29 OF ARDS 2006-07 
EXPENDITURE ON UN-AUTHORIZED WORK – RS 1.484 MILLION 
 

The Audit pointed out that according to Para-21 (c)(1) of Defence Services Regulations for MES 

 1998, “Services authorized by Government in regulations, or by separate orders of a general or 

specific nature and services which were customary to provide for troops etc, as laid down in 

Defence Services Accommodation Scale, or other authorities issued by the Government of 

Pakistan. These were referred to broadly as “authorized works”. General Headquarters QMG’s 

Branch, vide their letter No 3678/5012/Gen /Qtg 2A/1118 dated 12th April, 2005 had sanctioned a 

sum of Rs 1,484,000 for construction of 1 x 32 single men barrack for Military Engineer Services 

staff at Sargodha Cantonment.  The Garrison Engineer (Army), Sargodha Cantonment concluded 

a contract agreement No GE-SGD-11/2005 with a firm accordingly. The work was considered 

unauthorized as no such provision existed in the Accommodation Scales for Defence Services. 

This resulted into unauthorized expenditure of  Rs 1,484,000. 
 

The PAO stated that sanction of the competent authority accorded under QMG’s Branch (Qtg & 

Land Dte) letter No. 3678/5012/Gen/Qtg-2A/1118 dated 12 April 2005 for construction of 1 x 32 

single men barrack for MES staff at Sargodha was fully covered under the rules rightly in the true 

spirits of Rules 25 & 30 of Defence Services Regulations 1998 for MES and cannot be termed as 

“un-authorized”. Single men barracks were authorized to the troops under para 2 of Defence 

Services Accommodation Scales 2000 and MES was the part and parcel of the army troops. 

He further stated that under the provision of rule 5 of Defence Services Regulations 1998 the 

MES was bound to abide by the decisions of the QMG in respect of “Provision of 
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accommodation or communications”. It is pertinent to mention in para “1” of Quarters & Rents 

1985 that not only the MES, even civil police employed on safeguarding of defence installations 

and air fields are also entitled single accommodation, while MES has been permanently deployed 

to provide engineering services round the clock to the troops without any interruption for their 

comfortable living and to meet with the operational necessity of the armed forces. Hence sanction 

of single men barrack for MES staff was an authorized work. In this regard your attention is also 

invited to the recent instruction issued by the QMG himself vide letter No. 237/PL-06-07/CZ 

dated 22 August 2006 that “MES was part and parcel of the troops” 

The Audit informed that Further progress in the matter has not been intimated so far.  

PAC DIRECTIVE (20-12-2012) 
The Committee referred back the para to DAC for settlement and report within thirty days. 

30. PARA NO. 2.1.8, PAGE NO. 31 OF ARDS-2006-07 
IRREGULAR EXPENDITURE ON DAY CARE CENTRE RE-APPROPRIATION 
SANCTION – RS 414,597 
 

The Audit pointed out that according to Para-44 of Defence Services Regulations for MES 1998,  

re-appropriation means the use of a group of buildings, a building or a portion thereof, for any 

purpose other than that for which it was constructed. Re-appropriations may be temporary or 

permanent and may be intended either for an authorized or for a special purpose and re-

appropriation involving change of scale or introducing a new practice will require sanction of 

Government of Pakistan. 

The Audit further pointed out that as per record of Garrison Engineer (Navy) East, Karachi, 

certain works i.e. provision of bath rooms, kitchens with tiles floor, cabinets, aluminum 

doors/windows, tiles and cloaking of opening space were executed during 2004-05 in Day Care 

Centre at Naval Officers Residential Estate (NORE-I) through minor works, sanctioned by Naval 

Headquarters without sanction for re-appropriation of building. Further there was no provision for 

such type of building in Defence Services Accommodation Scales, 2000. This resulted into 

irregular expenditure of Rs 414,597 on Day Care Centre. 

The PAO stated that it was submitted that 2 rooms of sick bay not in use were renovated and 

utilized to provide a facility for the babies where a child specialist had also been detailed. 

Because of the nature of work it had been given the name of Child Care Centre. Since it was not a 

new construction but only additional / alteration works involved. Work in question had already 

been sanctioned by the NHQ, vide their following letters being competent financial authority. 

Hence further sanction of the same CFA was not required. NHQ letter No. E&CW/1115/04-

05/COMKAR dt 12-02-05 and NHQ letter No. E&CW/1115/04-05/COMKAR dt 11-06-05. It is 

further stated that HQ COMKAR being competent authority accorded re-appropriation sanction 

as per para-44 DSR 1998 vide letter No. NE-0105/REP/182 dated 16 Jan, 2006. Copies of which 

alongwith prescribed proforma Nos PAFW-1827 and PAFW-1831 had already been handed over 

to audit officer concerned in March 2006 by hand. 

PAC DIRECTIVE (20-07-2012) 
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The Committee settled the para and directed the PAO to get the documents verified from the Audit. 

PAC DIRECTIVE (20-12-2012) 
The Committee directed the PAO to complete the compliance report of previous PAC directive. 

31. PARA NO. 2.2.1, PAGE NO. 33 OF ARDS-2006-07 
NON-RECOVERY OF ELECTRIC AND WATER CHARGES – RS 22.578 MILLION 

The Audit pointed out that under the provisions of Para-442 of Defence Services Regulations for 

 MES 1998, the GE was responsible for making demands for payment of all revenue and for 

taking steps for its prompt realization. 

The Audit further pointed out that as per record of Garrison Engineer (Services), Malir and 

Assistant Garrison Engineer (Navy) Manora, an amount of Rs 22,578,820 was lying outstanding 

from February, 1993 to June, 2006 on account of electric and water charges from “Welfare 

Projects being run on commercial lines”, “Officers Mess” and “Cantonment Board, Manora”. 

The PAO stated that outstanding amount on a/c of Electric & Water charges pertain to AGE (N) 

Maint Manora comes to Rs. 1,017,134. Whereas a sum of Rs. 1,024,268 had been recovered. The 

required recovery certificate duly verified by UAO AGE (N) Maint Manora had already been 

furnished to DGADS (North) by HQ DW & CE (N) Isld. 

PAC DIRECTIVE (20-07-2012) 

The Committee settled the para with displeasure. 

32. i) PARA NO. 2.2.2, PAGE NO. 34 OF ARDS-2006-07 
NON-RECOVERY OF RENT OF FURNITURE – RS 4.981 MILLION 

 
ii) PARA NO. 2.2.7, PAGE NO. 38 OF ARDS-2006-07 

NON-RECOVERY OF FURNITURE HIRE CHARGES FROM WARD ROOM – RS 730,269 
 

PAC DIRECTIVE (20-07-2012) 

The Committee clubbed the above two paras. The PAC referred the paras back to the DAC. 
 

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to complete the compliance report of previous PAC directive. 

 
33. PARA NO. 2.4.1, PAGE NO. 42 OF ARDS-2006-07 

NON-RECOVERY OF OVERPAID AMOUNT FROM CONTRACTOR – RS 356,764 
 

The Audit pointed out that according to Para-414 of Defence Services Regulations for MES 1998, 

“If the final account of a contractor shows that he had already been over paid or that the account 

closes with a balance due by him, the account may be settled by a recovery in cash, from some 

other bill, or from his standing security bond/security deposit. If an immediate recovery is not 

practicable the balance should be credited to the work, and debited to the sub/minor head relating 

to "MES advances" of the relevant head of account of service concerned. A note that the final 

payment had been made will be entered on the contract agreement”. 

The Audit further pointed out that as per record held with Garrison Engineer (Navy), Lahore, a 

contract agreement (CA) bearing No CEN-34/2004 dated 7th April 2004 was awarded to M/S 

Malik and Sons for construction of 1x’B’ type house at Walton Lahore at a lump sum cost of Rs 

3,627,800. The work was to be completed on 26th July 2005 (extended date). The contractor 



 
 

109 
 

failed to complete the work within stipulated time and contract was cancelled on 10th October 

2005. Left over/defective work was got completed through another contract agreement bearing 

No GE (N) LHR-06/2006 paid vide CBI No 128 dated 27th June, 2006 at risk and cost of the 

defaulter. Later on, bill of defaulting contractor viz M/S Malik and Sons was finalized in minus 

for Rs 356,764 vide bill book (B.B.) No 132 dated 13th November, 2006. 

The PAO stated that for balance amount of Rs. 270,368/- JAG Branch of NHQ was approached to 

file a court case against his assets. Since the contractor was enlisted in the HQ DW & CE (Army) 

GHQ Rawalpindi, therefore to get full details of his assets (moveable/immoveable property and 

business/residential address) a correspondence with them to get complete information about M/S 

Malik & Sons but these details especially of assets are not yet received which is a prerequisite of 

JAG Branch to file a court case through Ministry of Law against the contractor. Fresh circulation 

of recovery against contractor had been issued to all MES formations vide GE (Navy) Lahore ltr 

No. 6021/65/283E-6 dated 17-08-2011 to recover the balance amount for Rs. 270,368/- along 

with process of filling of Court case. 

PAC DIRECTIVE (20-07-2012) 

The Committee directed the PAO Ministry of Defence to hold an inquiry into the matter, fix 

responsibility and submit report to the PAC within twenty days along with the detail of 

recoverable amount be recovered.  

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to complete the compliance report of previous PAC directive. 

PAKISTAN NAVY 

34. PARA NO. 4.1, PAGE NO. 68 OF ARDS-2006-07 
NON-FINALIZATION OF LOSS STATEMENT – RS 28.567 MILLION 
 

The Audit pointed out that under Rule 0303 of Financial Regulations (Navy) 1993, when stores or 

materials of any description belonging to Pakistan Navy are lost, destroyed, found to be deficient 

through wastage or otherwise damaged by fire, it will be the personal responsibility of the 

individual responsible for custody of the stores, to immediately report the loss to the officer in 

charge of the Depot, through usual service channels. The latter shall investigate the cause of the 

loss, the amount involved and the circumstances of the case. He shall also report the occurrence 

to the administrative authority concerned who shall then carry out investigation himself or 

assemble a board of inquiry for the purpose, should he consider this necessary.  

The Audit further pointed out that as per record held with Naval Stores Depot (NSD) Karachi, 

fire accident occurred on 31st January, 1989 in paint ware house and a loss statement No RB-300 

Part-II/2 dated 18th October 1989 for Rs 28,567,455 was initiated 16 years ago but the same was 

still lying pending. Neither action was taken to get the loss regularized/written off nor 

responsibility was fixed for the loss. Audit was not informed as to why a huge inventory was kept 

at paint ware house and what a desired inventory level was. 
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The PAO stated that the fire incident occurred on 31 Jan 1989 and NSD has fulfilled its 

responsibilities well in time in accordance with Rule 303 FR(N). Recommendations of BOI were 

approved by CNS on 03 May 1989 and loss statement was raised on 18 Oct 1989 which has been 

routed to NHQ by the HQ COMLOG on 08-02-1990 for obtaining CFA approval. NSD has 

regularly been pursuing with the authorities. In this regard HQ COMLOG letter No. 

CL/S/285/2779/1474 dated 25-02-08 was referring for ready reference. Loss statement a fresh 

had been received in NHQ duly all formalities completed. Actions on the 

proceeding/recommendation of BOI have been taken. BOI has also recommended that loss was to 

be borne by the State. The value of loss statement was beyond the financial powers of NHQ HQs 

COMLOG had forwarded loss statement to NHQ duly encores by COMLOG vide letter 

CL/S/285/985/6653 dated 18-08-2011. NHQ had submitted the case file to MOD for CFA 

approval. 

PAC DIRECTIVE (20-07-2012) 
The Committee directed the PAO to regularize the case and get it verified by the Audit. 

PAC DIRECTIVE (20-12-2012) 
The Committee directed the PAO to complete the compliance report of previous PAC directive. 

35. PARA NO. 4.2, PAGE NO. 69 OF ARDS-2006-07 
NON-RECOVERY OF GOVERNMENT MONEY – RS 833,683 
The Audit pointed out that according to Para-12 of Naval Instructions (N.I)-19/66 ”Should an 

apprentice fail to complete his apprenticeship for causes other than unsuitability due to physical 

disability, injury, sickness or mental incapacity, the father/guardian and surety will be required to 

reimburse the Government to the extent indicated therein”. 

The Audit further pointed out that as per record held with Pakistan Navy Civilian Authority 

(PNCA) Karachi, an amount of Rs 833,683 was lying outstanding on account of cost of training 

against three Naval officials who left the Navy illegally during the period from March, 1993 to 

June, 1995. 

The PAO stated that Suit No. 650/2004 against ex-Leading Man M Arshad (P No. 35662) was 

still sub-Judice before the competent court of jurisdiction. However, Rs. 01 Lac had been 

recovered from the PN defaulter and remaining amount was expected to be recovered in the 

current year. Execution Petition No. 10/2005 against ex-HSG-I, Tariq Mehmood (P No. 33281) 

V/S PN was also still Sub-Judice before the competent Court of Jurisdiction & an application for 

sine die had been filed & allowed. The case had been processed for writing off the Govt dues and 

presently pending disposal before NHQ.  

PAC DIRECTIVE (20-07-2012) 
The Committee directed the PAO to recover the amount or write off the government due by the 

competent authorities within three months. 

PAC DIRECTIVE (20-12-2012) 
The Committee directed the PAO to complete the compliance report of previous PAC directive. 

PAKISTAN AIR FORCE 

 



 
 

111 
 

36. PARA NO. 5.1, PAGE NO. 71 OF ARDS-2006-07 
IRREGULAR PURCHASE OF PUBLIC ADDRESS SYSTEM – RS 3.291 MILLION 
The Audit pointed out that according to Rule-29 (c) (2) Financial Regulations (FR) Volume-I, 

“nothing in these rules shall be held to authorized an officer to sanction expenditure which was 

liable to establish a new rule or practice involving further expenditure in the future”. 

The Audit further pointed out that AHQ (Unit) Islamabad purchased different components of 

public address system from a firm during June 2004 at a cost of Rs 3,290,965 for installation at 

Air Headquarters Auditorium. The purchase was made on the basis of a conditional approval that 

Ministry of Defence will issue Air Force Instructions (AFI) but requisite AFI was not issued up to 

June 2006. Moreover, the purchase was in contravention of above rules. Hence expenditure of Rs 

3,290,965 was considered as irregular. 

The PAO stated that case for issuance of AFI, already under process case was pursued and 

regularized.  

PAC DIRECTIVE (20-07-2012) 
The Committee settled the para. 

37. PARA NO. 5.2, PAGE NO. 71 OF ARDS-2006-07 
IRREGULAR EXPENDITURE OUT OF PUBLIC MONEY ON INTRODUCTION OF 
NEW PRACTICE – RS 1.810 MILLION 
 

The Audit pointed out that according to Rule-6 (d) of Financial Regulations Volume-1 1986 

(Army & Air Force), “Government revenue shall not be utilized for the benefit of a particular 

person or a section of the community”. 

The Audit further pointed out that in contradiction to above, a policy was introduced by Air 

Headquarters (AHQ) vide their letter No AHQ/12306/2000/Trg dated 2nd July, 2001 for 

rehabilitation courses for Pakistan Air Force (PAF) officers without the approval of the 

Government. The rehabilitation courses were aimed to help the officers in securing jobs at civil 

side after retirement. As per record held with Air Headquarters (Unit) Islamabad, 48 PAF officers 

were allowed to under take courses / additional qualification through various private institutions 

viz Preston University Islamabad and Centre for Advance Studies in Engineering (CASE) 

Islamabad at Government expense during October, 2003 to October, 2005. Hence expenditure out 

of Miscellaneous Training Grant amounting to Rs 1,810,100 was held irregular. 

The PAO stated that due to the changed environment in Education field, it was necessary for PAF 

to improve the educational qualification of its personnel according to latest development in the 

subject field. For this purpose, PAF formulated a policy to enhance the educational skills of its 

personnel for better services. However, it was obvious that PAF and its personnel will be 

benefitted from these courses as these officers could be re-employed and would be more effective 

in discharging their duties at new appointment. Rehabilitation courses were being given to 

officers who were either medically down- graded or had a limited career. AFO 36-44 which dealt 

with “Self Education and Rehabilitation Courses” issued on 05 July, 2005 had further been 

revised on 01 March, 2008 as “Qualification Enhancement PAF Officer”.  
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PAC DIRECTIVE (20-07-2012) 

The Committee directed the PAO Ministry of Defence to regularize the issue and report back to the PAC. 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to complete the compliance report of previous PAC directive. 

AUDIT BRIEFS ON THE ACCOUNTS OF MINISTRY OF DEFENCE SERVICES FOR 
THE AUDIT YEAR 2006-07 

38. PARA NO. 2.2.4 PAGE 36 OF ARDS 2006-07 
NON-RECOVERY OF AGREED AMOUNT ON VARIOUS ACCOUNTS FROM 
CONTRACTORS – RS 2.771 MILLION 

 
The Audit pointed out that para-65 (a,b,c) of PAFW-2249, stipulates that as a result of audit / 

technical examination if any overpayment was discovered, it shall be recovered by the 

Government by any or all methods prescribed for the subject recovery.  As per record of Assistant 

Garrison engineer (Army) Attock, an amount of Rs 2,771,471 was outstanding against contractors 

on various accounts since 1979. Despite lapse of a considerable time, same was still recoverable. 

Non-recovery against contractors caused expected loss of     Rs 2,771,471 to the Government.  

The PAO stated that Rs. 2.771 (M) was outstanding against MES Contracots on different 

accounts. Rs. 1.001 (M) had been recovered / regularized through court cases or settled by DI&E. 

it was obvious that all the required action i.e approval of loss statement and decision of Court 

cases can take considerable time, therefore, it was requested that the said ARDS may not be 

processed till completion of all cordial formalities. 

The Audit informed that the recovery of Rs 1.813 (M) out of total recovery Rs 0775 (M) had been 

verified. However a sum of Rs 0.949s was still recoverable. 

The Audit requested that PAC may like to know the present position of the case.  

PAC DIRECTIVE (20-12-2012) 
The Committee directed the Ministry of Finance and Ministry of Defence to regularize the issue 

from the Audit.  

39. i) PARA NO. 2.2.5, PAGE 37 OF ARDS 2006-07 
NON-RECOVERY OF ELECTRIC AND WATER CHARGES FROM THE 
CONSUMERS – RS 1.943 MILLION 

 

The Audit pointed out that under the provisions of Para-442 of Defence Services Regulations for 

MES 1998, the GE was responsible for making demands for payment of all revenue and for 

taking steps for its prompt realization.  As per record of Assistant Garrison Engineer (Army), 

Risalpur, an amount of Rs 1,942,590 on account of cost of electricity consumed by certain 

commercial concerns like Shops, Schools, Bakery, Fish / Poultry Farms was not recovered for the 

period September, 2004 to July, 2006 which resulted into blockade of Government revenue. 

The PAO stated that whole amount had been recovered and recovery of Rs. 1,389,601 had been 

verified by the audit. However it is requested that audit authorites may be approach for 

verification / settlement on account of said para be dropped on account of AGE (A) Risalpur. 
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The Audit further informed that out of recoverable amount of Rs. 1,910,404, recovery of Rs. 1,389,601 had 

been verified. However, a sum of Rs. 520,803 is still recoverable against officer’s club, Risalpur.  

The Audit requested that PAC may like to know the latest position of remaining recoverable amount. 

ii). PARA NO. 2.3, PAGE 40 OF ARDS 2006-07 
NON-RECOVERY OF CHARGES FOR SUI GAS CONSUMED IN EXCESS OF 
ENTITLEMENT IN COOK HOUSES – RS 7.363 MILLION  
The Audit pointed out that as per Rule-81 (a) of Quarters and Rents 1985 (amended), 300 cubic 

feet (cft) Sui gas per man per month was authorized in cook houses. Based on this figure 

depending upon the number of persons served under each cook house, average monthly scale may 

be fixed by the respective Station Headquarters.  

A. As per record held with Garrison Engineer (Services), Lahore, sui gas amounting to Rs 

4,660,344 was consumed in excess of authorization in cook houses by 58 different units / 

formations during the year 2004-05. 

B. In Garrison Engineer (Army) Services, Rawalpindi, an amount of Rs 1,718,414 was 

outstanding against 14 units/formations on account of excess consumption of sui gas with 

effect from January to December, 2004.  

C. As per record of Return of Recoveries of excess consumption of sui gas of cook houses 

held with Unit Accountant GE (Army) Hyderabad, a sum of Rs 745,457 was lying 

outstanding on account of excess consumption of sui gas in cook houses for the period from     

July, 2004 to May, 2005. 

D.  As per Return of Recoveries (ROR) of sui gas of cook house and revenue ledger of Unit 

Accountant Garrison Engineer (Services), Pano Aqil, an amount of Rs 240,148 was lying 

outstanding w.e.f. July, 2004 to June, 2005 on account of excess consumption of sui gas 

against 12 units / formations beyond authorization of free scale of cook house. 

The PAO stated that (A); The objected amount of Rs. 4.660 had been wrongly calculated by the 

audit instead of the actual amount that comes to Rs. 2.632 out of which Rs. 0.433 had been 

recovered (i.e 16.46% recovery) on account of excess consumption of sui gas charges in cook 

houses. Concrete efforts are being made to effect the outstanding amount i.e. Rs. 2.198 from 

concerned units/formations through HQ 4 Corps. The case was being taken up through HQ 4 

Crops to write off the outstanding amount, as laid down in FI-359/04 as directed vide DGW &CE 

(A) GHQ Rwp letter No. 5601/DP-49/05-06/Lhr/E5 dt 04-02-2009. 
 

The Audit further informed that; 

A) Actual recoverable amount comes to Rs. 4.66 million as pointed out by audit. 

However, documentary evidences i.e original TR, TE and punching Medium 

were not produced during verification. 

B) Recovery of total amount viz Rs. 1.718 million has been verified.  

C) Documents in this regard to recoveries are not been produced for verification. 

D) Recovery of Rs. 0.240 million has been verified. 
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The Audit requested that PAC may like to know the latest position of remaining recoverable 

amount and consider the (B & D) parts of this para for settlement as recovery verified by Audit. 

iii). PARA NO. 3.1.2, PAGE 49 OF ARDS 2006-07 
NON-RECOVERY OF DUES FROM LESSEES OF MILITARY FARM – RS 21.708 MILLION 

The Audit pointed out that as per Rule 88 (a) of Financial Regulations Volume-I 1986 (Army & 

Air Force), officers entering into contracts were charged with the responsibility of making all 

arrangements necessary to effect a contract. As per record held with Military Farm Renala Khurd, 

a sum of Rs 21,707,918 on account of contract money of leased land for the years 2003-04, 2004-

05 and 2005-06 was not recovered from 221 lessees of the farm. Reply advanced was not 

satisfactory as no legal action was initiated / taken against defaulters which resulted into blockage 

of Rs. 21,707,918. 

The PAO stated that Bata cultivation system in Military Farms of RVFC including Mil Farm 

Renala was changed in to contract system by RVFC Dte with the approval of the COAS with 

effect from 1st July 2000. The decision was taken with the consent of tenants. However, later on 

they refused to accept the new system-, and declined to pay the land. rent or Batai share to the 

Government. Ever since they were not only illegally occupying the Government land but also not 

paying the rent of as the land under their occupation. The Military Farm administration made all 

possible efforts to recover the outstanding dues from the tenants but in vain. The tenants adopted 

a very aggressive attitude and turned the Batai chaks into no-go area for the farm employees.' The 

case was referred to the COAS who give this approval of the measure taken by RVF Dte and 

Military Farm administration to implement the new system on Military Farms, land Copy of the 

NFC is placed at F/C. Resultantly: Punjad Rangers was given the task of settling the issue and 

recover the outstanding amount from the lessees. The Rangers troops remained deployed in the 

area from Year 2002 till 2007 but they also failed to make any headway and had to be withdrawn. 

The lessees meanwhile had also filed a case in the Supreme Court of Pakistan on 31 May 2001. 

RVF Dte decided to defend the case and got the defense counsel nominated in September 2001. 

The Audit further informed that the department had intimated a recovery of Rs 1,046,707 only 

which had also been verified.  

The Audit suggested that PAC may like to direct the PAO for recovery of remaining amount.  

iv). PARA. NO 4.4.1, COMMERCIAL APPENDIX  

The Audit pointed out that according to Balance Sheet as on 30-06-07, sundry creditors 

(liabilities) as compared with Balance Sheet as on 30-06-06 had been increased to Rs. 49,829,571 

(Rs. 84922,617 (-) Rs. 35,093,046. Efforts were needed to be made for clearance of liabilities.  

The PAO stated that the main reason in the increase of liabilities was non provision of budget as 

per the budget demand which forms the basis of ex made at the Farms/Factories. Rs. 1539.075 

million were expended, where as budget allocation was Rs. 1454.152 million i.e. diff of Rs. 

84.922 million (5.52%), which was carried fwd as liabilities to next year. Moreover, inflation, rise 

in the prices of commodities like fodder, CS Cake etc inc manifold in the running financial year. 
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Therefore, the amount of liabilities increased as compared to previous year. Pay and allowances had to be 

paid to the RVF employees, animals need fodder, local milk vendors had to be paid on daily basis.  

He further stated the milk was used for production of whole milk powder by the factories. 

Continuity of essential services to the troops was a necessity and we had to meet their 

requirement at all cost. Objection may be dropped as no loss to the Government/violation of any 

rule has taken place. Moreover liabilities had been cleared as per the instructions of audit 

authorities, therefore, settlement memo be issued.  

v). PARA. NO.4.4.2 COMMERCIAL APPENDIX 

The Audit pointed out that it had been observed from the consolidated Trading Accounts of 

Military Farms (Receipt side) that a sum of Rs. 342,236,661 was shown as amount due to 

lessees). There was an increase of Rs. 49,143,568 in the closing balance against the figure of the 

previous year Rs. 293,093,093 but the amount had not been recovered from the debtors.  

The PAO stated that the land was given to various tenants on Batai System in 1913 and 1915 

respectively. The leasing of these lands was renewed from time to time. During 2000, GHQ 

decided to replace the Batai System with contract of land on cash basis on rates ranging between 

Rs. 2200/- to 4100/- per acre per year. In the meantime tenants formed an organization called 

Anjuman-E-Muzareen and asked for proprietary rights of the land under their possession instead 

of depositing the amount. From 2000-2007/08 they had not deposited the amount. Annual 

outstanding amount therefore comes to Rs. 342.337 million which was accumulating every year. 

Different options were used to get the land and restore its possession by the Army.  

He further stated that inspite of issuance of decision by the higher courts in favour of State, 

deployment of Rangers and involvement of the Senate Committee, issue is still to be resolved. As 

the lessees are not depositing the amount every year therefore, amount of outstanding dues have 

increased since then. In view of the facts cited above, it is requested that the point may not be 

pressed further as the circumstances are beyond our control.  

The Audit suggested that case could be taken up with Government of Punjab.  

vi). PARA. 4.4.3, COMMERCIAL APPENDIX 

The Audit pointed out that during the audit of consolidated balance sheet of Military Farms as on 

30th June, 2007, it has been observed from the record that a sum of Rs. 452,925,156 has been 

shown recoverable from sundry debtors requiring recovery. Despite lapse of a considerable 

period, the amount was still outstanding. It is suggested that the measures be taken to improve the situation.  

The PAO stated that the land was given to various tenants on Batai System in 1913 and 1915 

respectively. The leasing of these lands was renewed from time to time. During 2000, GHQ 

decided to replace the Batai System with contract of land on cash basis on rates ranging between 

Rs. 2200/- to 4100/- per acre per year. In the meantime tenants formed an organization called 

Anjuman-E-Muzareen and asked for proprietary rights of the land under their possession instead 

of depositing the amount. From 2000-2007/08 they have not deposited the amount. Annual 

outstanding amount therefore comes to Rs. 342.337 million which is accumulating every year. 
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Different options were used to get the land and restore its possession by the Army. Inspite of 

issuance of decision by the higher courts in favour of State, deployment of Rangers and 

involvement of the Senate Committee, issue is still to be resolved. As the lessees are not 

depositing the amount every year therefore, amount of outstanding dues have increased since then. 

The Audit suggested that case could be taken up with Government of Punjab.  

PAC DIRECTIVE (20-12-2012) 

The Committee clubbed the above six (06) paras and directed to reconcile / verify the record from  

the Audit within 15days. 

40. PARA NO. 3.1.3, PAGE 50 OF ARDS 2006-07 

NON-RECOVERY OF PROPORTIONATE SHARE OF COST OF CROPS AND LOAN 

FROM THE TENANTS – RS 20.979 MILLION 

The Audit pointed out that under Rule 126 (c) of Financial Regulations Volume-II 1986 (Army & 

Air Force) “Deputy Director Military Farms/Assistant Director  Remount Veterinary 

Farms/Assistant Director Military Farms/Deputy Assistant Director Remount Veterinary & Farms 

(RV&FC)  shall satisfy themselves that every advance had been made in accordance with 

regulations and shall verify its adjustment.  

A. It was noticed from record held with Military Farm Headquarters, Okara that prior to 

1999-2000, Government land was being leased out through Batai system of cultivation, in which 

cultivation expenses and yield of crops was proportionately shared between owner and tenants. 

An account was being maintained by Military Farm Okara for loans and advances to tenants and 

valuation of crops for recovery. Subsequently the Government revised its policy and switched 

over to Thekka System, in which a contract was concluded on agreed per acre annual cash 

payment. Military Farm Okara had issued seeds of sugar cane (Lawan) and manure in July, 2000 

under Batai system to tenants before conclusion of contracts. A sum of Rs. 20,850,068 on account 

of valuation of crops, seed of sugar cane and manure was outstanding during the period 2005-06 

against tenants of chaks which had not been recovered.  

B. Similarly it was noticed from record of Batai cultivation held with Military Farm, Okara 

that a sum of Rs. 129,000 was granted as loan from February to August, 2000 out of village fund 

(meant for welfare of people of the area and also for communal services in that area) but not 

recovered from the tenants. 

The PAO stated that prior to 1999/2000 tenants were depositing their share regularly. With the 

approval of COAS, "Batai System" was changed to "Thekka" System". In September 2000 the 

tenants apch the local Lower Courts praying for the grant of oprietary rights and to do away 

with new"Thekka System". The Courts dismissed their cases. The tenants then filed a writ 

petition in the High Court, which too was rejected on 20 Feb 2001. The operative part of the 

decision stated the petitioners are the lessees of the land and the period of their, lease has run 

since. Over they were in possession of the property without any lawful basis. If they want to stay 

on land, they have to adhere to the revised policy of the Ministry of Defence Government of 
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Pakistan and pay the rent in Cash". Subsequently the tenants have filed a suit against the decision 

of High Court inthe Honorable Supreme Court during Septemer, 2001 and date of hearing had 

not been fixed so far. The case in the Supreme Court was being handled by RV&F Dte (GHQ). 

On decision of the case, the recovery as mentioned in objn will be made from lessees according. 

The Audit informed that further progress towards court case has not been intimated so far.  

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to persue the court case. 

41. PARA NO. 3.1.4, PAGE 51 OF ARDS 2006-07 
NON-RECOVERY OF RISK & COST AMOUNT FROM THE DEFAULTING CONTRACTOR – 
RS 7.965 MILLION 
 

The Audit pointed out that under Para 67 (a) of Army Service Corps Regulations Volume-II 

(Instructions) 1986, “when purchases were made at the risk and expense of a contractor, full 

details of each case are to be sent to the Controller of Military Accounts (CMA) concerned for 

affecting necessary recoveries.” 

A.       It was noted from record held with 22 Station Supply Depot, Murree that a contract (CD-

71) was concluded with a supplier on 24th February, 2004 for supply of meat for the year 2004-

05. On failure of contractor to supply the same, it was arranged by the purchaser at risk and 

expense of the defaulting contractor. A sum of Rs 2,239,545 on account of risk and expense 

purchase was recoverable from the defaulter but no recovery had been made. 

B.     Record held with 62 Supply and Transport Battalion, Murree, revealed that two contracts 

CD-10 of 2004 dated 31st December, 2003 and CD-11 of 2004 dated 4th March, 2004 were 

concluded with a supplier for supply of meat and on failure of contractor to supply the goods, 

new contracts were concluded at the risk and expense of the defaulting contractor. A sum of Rs. 

5,725,017 on account of risk purchase was required to be recovered from the defaulting 

contractor which could not be effected despite lapse of considerable period. 

A. The PAO stated that it was submitted that Meat Contract (CD-71) for the year 2004/2005 

for Murree supply area was concluded in favor of M/S Raja Fazal Dad Khan and Son's by 

Headquarters Rawalpindi Logistic Area in 2004. Performance contractor 

remained absolutely tin-satisfactory and he did not fulfill any responsibility as per contract deed. 

He suspended the supplies with effect from 23 December 2004. 

B. It was intimated that M/S Raja Fazal Dad Khan & Sons were awarded contracts for 

provision of meat on Hoof and Chicken (A) at Devolian and Fwd Kahuta Sup Area for the period 

from 1 January, 2004 to 31 December 2004. The contractor failed to abide by his contractual 

obligation. Resultantly risk purchase was resorted to against the a/ n contractor.  

The Audit informed that further progress regarding court case has not been intimated so far.  

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to persue the court case. 

42. PARA NO. 3.3.1, PAGE 57 OF ARDS 2006-07 



 
 

118 
 

LESS DEPOSIT OF RECEIPTS REALIZED FROM CIVILIAN NON ENTITLED 
PATIENTS INTO GOVERNMENT TREASURY – RS 19.305 MILLION 
 

The Audit pointed out that according to Article 78 of The Constitution of Islamic Republic of 

Pakistan 1973, “(1) all revenue received by the federal Government loans raised by that 

Government, and all moneys received by it in repayment of any loan, shall form part of a 

consolidated fund, to be known as Federal Consolidated Fund.  

(2) all other moneys-(a)  received by or on behalf of the Federal Government or (b) received by or 

deposited with the Supreme Court or any other Court established under the authority of 

Federation  shall be credited to the Public Account of the Federation”.  Under Rule 2 of Financial 

Regulations (FR) Volume-II 1986 (Army & Air Force), “all transactions to which any officer of 

Government, in his official capacity is a party, shall, without any reservation, be brought to 

account and all moneys received by or tendered to Government officer which are due to, or are 

required to be deposited with the Government shall, without undue delay, be paid, in full, into a 

Government treasury”. Further Rule 6 (d) of FR Volume-I 1986 provides that Government 

Revenue shall not be utilized for the benefit of a particular person or a section of community. 

The Audit further pointed out that as per record of five Combined Military Hospitals (CMHs), 

Civilian Non Entitled (CNE) Patients were allowed medical treatment against payment of 

prescribed charges by the Government. Only a fraction of receipts on this account was being 

deposited into Government treasury and the rest were being distributed among Hospital fund, 

Doctors and Staff as shares laid down in Ministry of Defence letter No 13/28/D-2/A-II/2001 

dated     1st November, 2001. Government sustained a loss of Rs 19,304,845 on account of less 

deposit of realized amount from CNE patients on account of medical tests, X-Ray tests and Room rent,   

The PAO stated that the policy to readdress the issueraised by Audit was under review.  

PAC DIRECTIVE (20-12-2012) 

The Committee directed that expenditure out of amount realized on account of cost of material 

i.e. X-ray films, Blood bags, Roon rent charges should be verified from Audit. The Committee 

also directed that PAO to finalize the policy within two months and report to PAC Secretariat.  

43. PARA NO. 3.3.2, PAGE  59 OF ARDS 2006-07 
NON-DEPOSIT OF AMOUNT RECEIVED FROM AUCTION OF TREES INTO 
GOVERNMENT TREASURY – RS 6.764 MILLION 
 

The Audit pointed out that under Rule 2 of Financial Regulations Volume-II 1986 (Army & Air 

Force), all transactions to which any officer of Government, in his official capacity was a party, 

shall, without any reservation, be brought to account and all moneys received by or tendered to 

Government officer which are due to, or were required to be deposited with the Government 

shall, without undue delay, be paid, in full, into a Government treasury.  

The Audit further pointed out that as per record held with Military Farm, Sialkot, 1,393 trees 

owned by Military Farm were sold out under the administrative approval of Headquarters 15 Div 

dated 29th October, 2005.  As confirmed from Para-2 of HQ 15 Div Sialkot letter No 601/10/Gs 

(Mjd) dated 13th October, 2005, 75% of the sale proceeds Rs 5,075,054 was received and 
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deposited into “Tree Plantation Fund” account No 22204-3 of National Bank of Pakistan, Sialkot 

Cantonment branch.  It was observed that remaining 25% of total amount i.e. Rs 1,688,840 was 

not deposited into any account.  In this way a sum of Rs 6,763,894 i.e (Rs 5,075,054 + Rs 

1,688,840) was kept outside from Government Treasury. This resulted into irregular retention of 

an amount of Rs 6,763,894. 

The PAO stated that the amount Rs 6.674 was spent on uplifting of Mrakiwal forest (MRF) and 

purchase of related itmes. In the course of the discussion it was confirmed that the said amount 

was not misappropriated but being the public money its expenditure procedure was not followed 

as per the Rules and Regulations rule 2 FR vol-II, 1986. Subsequently it was directed by DAC 

that the Standing Operating Procedure being followed for maintenance of the account should be 

checked and the ledgers be inspected by DGADS Team to confirm the veracity of above 

mentioned details and carryout audit of the same amount. 

He further stated that sequel to it a team headed by DDGADS visited Sialkot to verify and check 

the expenditure of the objected amount i.e. Rs 6.764 M. MRF maintenance account ledger and 

connected documents (attached) were produced for audit before the team. Audit was carried out 

and team showed their satisfaction regarding procedure being followed for expending the amount 

and maintenance of accounts.As per their demand copy of documents were provided to them vide 

our letter number 102/7/GS (Ops) dated 18 Apr 09. So far no written reply received, however telephonic 

connection was maintained with the concerned office with regards to the progress of the case. 

The Audit informed that the executives produced an SOP, according to which the expenditure 

incurred was required to be audited. The SOP provided was issued under the signature of GSO-I 

(OPS) which was not considered authenticated as it was neither covered under any rules nor was 

issued / approved by the competent financial authority. However, out of entire public receipt of 

Rs. 6,763,894 only a sum of Rs. 40,000 was incurred on termite treatment of trees whereas other 

funds were spent on different plants & machineries etc for which other sources of supply exists or 

could be purchased through annual budgetary allocations.  

The Audit suggested that PAO shall deposit the amount into Govt treasury being public receipt 

generated through public resources i.e. sale of trees. 

PAC DIRECTIVE (20-12-2012) 

The PAC directed the PAO to made inquiry strictly, enxure 100% recovery and also fix responsibility.  

44. PARA NO. 3.4.1, PAGE 64 OF ARDS 
BLOCKAGE OF RS 1,938.220 MILLION DUE TO NON-DISPOSAL OF INACTIVE STORES 
 

The Audit pointed out that under Rule 47(e) of Financial Regulations Volume-I 1986 (Army & 

Air Force), “The most careful supervision over expenditure shall be exercised and on no account 

shall money be spent simply because it was available”. As per record held with Central 

Mechanical Transport and Stores Depot (CMT & SD) Golra, Rawalpindi, spares store valuing Rs 

1,938,220,000 remained inactive since last five years as evident from letter No 

4905/Coord/Spares dated 4th December 2005. This proved that the store was purchased without 
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any genuine requirement which resulted into blockage of Government money worth Rs 

1,938,220,000 besides causing additional expenses on account of storage and handling.    

The PAO stated that the Peace Establishment of CMT&SD Golra had the approval of President of 

Pakistan vide Govt of Pakistan,  Ministry of Defence (Army Branch) letter no 4241/ 264/ 

MG/OS-9/1693/D-9(B) dated 2 May 1964. This Depot had been assigned the task of holding 

10,000 vehicles of different types along-with its kit and ancillary items. Inaddition, the Depot 

is required to hold upto 1, 65,000 items (spares) including 75,000 MAP spares. There was no 

terminology as "Inactive" in any of the book on Rules and Regulations, which has been used to 

raise the objection and needs to be reconsidered. The terminology used for conditioning of 

vehicles/spares, were as per condition and as per status. Furthermore, this audit abjection was 

raised on the plea that LP of these spares was carried out by this dep which is incorrect. Store was 

obsolete but cannot disposed off. Book value is higher and class was not down. Store was 

serviceable as well. List of store transferred to EME may be provided to audit. 

The Audit requested that compliance of DAC directives regarding provison of details of spares 

transferred to EME although available stock was not known. PAC may lie to ask the PAC for  un-

necessary purchases of stores.  

PAC DIRECTIVE (20-12-2012) 

The Committee directed to dispose all the unserviceable parts within twenty days. 

 
45. PARA-6.3, PAGE 45, AR 2006-07 

NON RECOVERY OF RS.221.638 MILLION FROM SALES/CARGO AGENTS 
The Audit pointed out that the revenue record of PIA office at Frankfurt, Dhaka, Katmandu, 

Colombo, New York, Singapore, Paris, New Delhi and Jeddah shows that an amount of Rs. 

221.638 million was outstanding against various agents who had been defaulting for many years 

and no recovery was made from the defaulting agents. This state of affairs shows lack of financial 

discipline and weak internal controls due to which large sums of money were accumulated, 

leaving meager chances of recovery. Resultantly, the corporation was likely to suffer a substantial 

financial loss of Rs. 221.638 million. Effective steps were required to be taken to ensure the 

recovery of Rs. 221.638 million outstanding against the defaulting agents. In addition, 

responsibility should be fixed for negligence that caused un-necessary accumulation of huge 

amounts against the agents.  

The PAO stated that strenuous efforts were made as a result of which PIA management 

recovered/regularized outstanding amounts leaving balance of Rs. 166,766,881. 

The Audit suggested that PAC may direct the Ministry to get the recovery/regularization of Rs. 

54.913 million reconciled/verified by Audit within one week. 

PAC DIRECTIVE (20-12-2012) 
The Committee deferred the para back to the DAC. 

PAC DIRECTIVE (23-01-2013) 
The Committee directed the PAO to get recovery/regularization and reconcile/verify the para by 

the Audit within one week and report to PAC. 
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46. PARA-6.6, PAGE 48, AR 2006-07 
LOSS DUE TO NON REALIZATION OF RS.1.991 MILLION ON ACCOUNT OF 
PAYMENT OF DEPORTEE CASES 
 

The Audit pointed out that the records of PIA stations at Abu Dhabi, Khatmandu, Tokyo, Doha, 

Delhi and Muscat revealed that an amount of Rs.1.991 million was paid as fare of the deportees 

during the period 2004-06. However, the same was not recovered from the concerned, which 

resulted in a loss to the above extent to the Corporation. Efforts may be made for recovery of the 

amount from the deportees concerned under intimation to Audit. 

The PAO stated that the onus for imposition of fines and penalties resulting from detection of 

illegal travel may be placed on the Federal Investigation Authority which was the prime body 

responsible to ensure elimination of illegal air travel instead of the airline carrying such 

passengers. Marketing department PIA has prepared a case with the proposition as above and had 

forwarded to the Ministry of Defence for onward submission to the Ministry of Law and Justice 

in order to formulate a law whereby the onus for illegal travel was borne by the FIA entrusted to 

curb such instances. A letter to that effect had already been submitted to the Ministry of Defence 

dated June 13, 2008. 

The Audit requested that PAC to direct the Ministry to get the recovery verified by audit within one week.  

PAC DIRECTIVE (20-12-2012) 
The Committee deferred the para back to the DAC. 

PAC DIRECTIVE (23-01-2013) 

The Committee directed the PAO to get recovery/regularization and reconcile/verify the para by 

the Audit within one week and report to PAC. 

Military Lands & Cantonment 

7.1 Misuse of Government Land – Rs 6553.851 million  

47. PARA NO. 7.1.1, PAGE 80 OF ARDS 2006-07 
NON-DEPOSIT OF RENT OF A-1 LAND USED FOR COMMERCIAL PURPOSES– RS 
2,783.65 MILLION PER ANNUM. 
 

The Audit pointed out that rule 5(i) of Cantonment Land Administration Rules 1937 defines  

Class A-1 land as which was actually used or occupied by military authorities, for the purposes of 

fortifications, barracks, stores, arsenals, aerodromes, bungalows for military officers which were 

the property of the Government, parade grounds, military recreational grounds, golf courses, rifle 

ranges, grass farms, dairy farms, brick fields, CNG Stations, soldiers and hospital gardens as 

provided for in paragraph 525 of the Army Regulations and other official requirements of the 

Military Authorities.  Rule 14 (5) stipulates that no building of any kind, either permanent or 

temporary, shall be erected on Class “A” land except with the previous sanction of, and subject to 

such conditions as may be imposed by the Central Government or by such other authority as the 

Central Government may appoint for the purpose.  

The Audit further pointed out that as per record held with Military Estate Office (M.E.O) Lahore, 

16 (sixteen) pieces of   A-1 land measuring 1,159.856 acres situated in Lahore Cantonment were 
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being used for commercial purposes without Government sanction and payment of premium/rent. 

The income received therefrom was also not being deposited into Government treasury.  

The PAO stated that policy on the use of A-1 land had been issued by the Govt of Pakistan. 

Detailed SOPs were being formulated by the service HQs. Board of Officers as laid down by the 

policy had been formulated and measurement of lands involved was in progress. Gazette 

Notification for necessary amendment in the Rules 5 (1) of the CLA Rules 1937 had been issued. 

The Audit requested that further outcome / recovery effected in the light of A-1 land policy dated 

02nd April, 2008 was yet to be intimated. PAC may like to direct PAO to expedite the matter.  

PAC DIRECTIVE (20-12-2012) 

The Committee directed the PAO to reconcile/ verify the recovery from Audit within ten days. 

48. PARA NO. 7.1.3, PAGE # 82 OF ARDS 
IRREGULAR COMMERCIAL USE OF GOVERNMENT LAND – RS 49.965 MILLION 
The Audit pointed out that rule 14 (5) of Cantonment Land Administration Rules (CLAR) 1937 

stipulates that no building of any kind, either permanent or temporary, shall be erected on Class 

“A” land except with the previous sanction of, and subject to such conditions as may be imposed by the 

Central Government or by such other authority as the Central Government may appoint for the purpose.  

The Audit further pointed out that as per record of Military Estate Officer Hyderabad, A-2 and B-

4 categories of land measuring 30.325 acres were being used for commercial purposes without 

sanction of the Government and payment of premium and rent.  This resulted in a loss to State 

amounting to Rs 49,965,184 (worked out on the basis of premium received by Cantonment Board 

Hyderabad in the nearest area rates). 

The PAO stated that policy on use of A-1 land has been formulated by the Govt. As such the use 

of A-1 land measuring 38.155 acres shifted to Army authorities for their action because to this 

effect the Admin authorities of respective Formation Headquarters i.e. Pak Army, Pak Navy and 

PAF were itself responsible for accounting and audit of all such transactions took place of A-1 

land. As regards A-2 land measuring 11.846 acres comprising on survey Nos; 79 measuring 8.59 

acre,  37 measuring 0.41 acres, 264 measuring  5464.02 Sq. Yard, 265 measuring  5464.02 Sq. 

Yard,  263/1 Pt, measuring 889.02 Sq Yds, 263/1 Pt measuring 1360 Sq Yds, 265 measuring 

6111.11 Sq. Yds, 265/1 measuring 6111.11 Sq. Yds. 

He further stated that survey No. 224 measuing 0.30 acres, this office vide letter No. H-

3/68/III/Para 7.1.3, dated 23-08-2011, (copy enclosed as annex-A), had requested for recovery of 

amount from the army authorities. However soon as the sums against the use of A-2 land was 

received from the concerned army authorities, the same will be remitted into Government. 

treasury and TR thereof placed before the audit party for verification/settlement of audit 

objection. Moreover, the army authorities are being requested to stop the commercial activities on 

A-2 & B-4 land falling under the management of MEO reserved for army use.  

The Audit informed that the DG ML&C was requested to expedite the recovery.  

PAC DIRECTIVE (20-12-2012) 
The Committee referred the para back to DAC. 
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PAC DIRECTIVE (23-01-2013) 
The Committee directed the PAO to expedite the recovery and implement the DAC 

recommendation.  

SPECIAL AUDIT REPORT ON THE SALE OF A300-B4 AIRCRAFTS AND  
ACQUISITION OF A310 AIRCRAFTS BY THE PAKISTAN INTERNATIONAL AIRLINES DECEMBER 

2006 PERTAINING TO THE MINISTRY OF DEFENCE 
{Prepared by Director General Commercial Audit & Evaluation, Karachi} 

 

PAKISTAN INTERNATIONAL AIRLINES 
 

49. PARA-01,  PAGE-02, (SAR-PIA-AIRCRAFTS) 
GROUNDS/REPORTS ON WHICH THE SALE OF SIX AIRBUS A300-B4 WAS BASED 
 

The Audit pointed out that airbus A310, 324, 300, taken on lease from Airbus Industry could not 

by any standards be considered as modern aircrafts (in the context of the aviation industry), and 

due to non-availability of engineering facilities in PIAC, additional foreign currency expenditure 

will have to be incurred in order to procure the infrastructure for maintenance of these aircrafts, 

or to have these serviced from abroad. As against that, PIAC was fully equipped with all the 

facilities to deal with the maintenance of the A300-B4. It had the facilities to deal with engine 

overhaul, Integrated Drive Generator (IDG), Landing Gear and APU (Auxiliary Power Unit). 

After the sale of these aircrafts, all facilities had become idle. PIAC must have incurred certain 

expenditure to dovetail available in-house facilities for repair and maintenance of sold A300-B4 

aircrafts and would have outsourced on getting other required services for A310 aircrafts 

entailing substantial cost, which could have been saved had PIAC retained the fleet of A300-B4s, 

as they had all in-house servicing capabilities of that aircraft available. Moreover, MOD had not 

demonstrated that all in-house available facilities of A300-B4 were being fully utilized without 

incurring any additional cost on its adaptation.A300-B4 had a higher seating capacity than the 

A310 aircraft which had been leased in as replacement of the former by PIAC. This will result in 

a decrease in the total passenger carrying capacity of PIAC as well as lesser recovery of over-

head cost per flight. 

The PAO stated that PIA Board in its 263rd meeting held on August 5, 2002 had approved PIA’s 

Business Plan 2003-2011. The cornerstone of this plan was modernization of airline’s fleet by 

phasing out aging aircraft and induction of newer aircraft to improve the overall product offering 

and benefit from lower operating costs of new aircraft. Disposal of A300B4 fleet was also part of 

this plan. At the time of preparation of plan, PIA had an operational fleet of eight aircraft. 

However, subsequently two aircraft had suffered major incidents and had to be grounded and 

disposed as scrap whereas, remaining six aircraft were sold in airworthy condition. 

The PAO further stated that A310 was a natural choice as the airline was already operating six 

aircraft of this type and addition of more aircraft required minimal resources. At the time of 

disposal A300B4 fleet had an average age of around 25 years whereas the six leased A310s had 

an average age of around 11 years. Apart from their younger age, the A310s were also equipped 

with better in-flight systems for the comfort of the passengers. The decision to ground/dispose-off 
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aircraft type is not based on availability of facilities only. Airlines across the world carry out fleet 

replacement/ modernization regularly and the necessary facilities are subsequently developed to 

support the incumbent aircraft type. 

The Audit further informed that All the A-310, 324, 300 aircrafts taken on lease from Airbus 

Industry could not be considered as a modern Aircraft in context of Aviation Industry. Further, no 

documentary evidence was provided to Audit with regard to repairing/overhauling and utilization 

of leftover facilities of A-300 and their spares stock. 

Audit suggested that PAC may like to direct PAO to investigate the matter with a view to fix the 

responsibility on the person(s) at fault for this imprudent decision of Sale and acquisition of A-

310-300 aircrafts respectively. 

The PAO admitted that he will hold DAC within ten days.  
 

PAC DIRECTIVE (20-12-2012) 

The PAC directed the PAO to submit a comprehensive report to the PAC Secretariat after its 

verification from the Audit. The PAC also recommended to exempt the Managing Director for 

“Life Time Privilege” from the PIA.  

The Committee deferred remaining paras with the direction to the PAO to hold DAC within 10 days. 
 

**** 
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NATIONAL ASSEMBLY SECRETARIAT 
 
Subject: ACTIONABLE POINTS OF THE PAC MEETING HELD ON                                

14th DECEMBER 2012 REGARDING NOT AUDITING OF ACCOUNTS BY 
THE FWO & DHA UNDER THE M/o DEFENCE. 

 

 A meeting of Public Accounts Committee (PAC) was held on 14th December 2012, in 

Committee Room No. 2, Parliament House, Islamabad, to discuss the issue of refusal of FWO & 

Defence Housing Authority to have their accounts audited by the Office of the Auditor General of 

Pakistan. 

 Audit pointed out that the FWO & DHA were not permitting audit of their accounts by 

the Office of the Auditor General of Pakistan as required under the rules.  

 The PAO explained that as far as Audit of FWO was concerned, both internal and Test 

Audit was being done. Internal Audit was being done by CMA (FWO) and test audit of CMA 

(FWO) was being done regularly by Director General Audit Defence Services. It was informed 

that besides 2742 Local Audit Objections, there were 15 Audit Paras, which reflected of the fact 

that the FWO audit was being conducted. The representative of FWO clarified that they had no 

objection to audit of their accounts by the Auditor General of Pakistan. 

 The PAO informed the Committee that DHA was a self financing department. 

However, the Audit pointed out that the DHA has established under an order of the Government 

of the Pakistan. The administrative control of the department was with the Ministry of Defence.  

PAC DIRECTIVE 

 The PAC directed that since FWO was ready for complete audit of its accounts, the department 

may be excluded from the list of non compliant departments.  

The Committee also decided that the case of DHA required further discussion at technical level. 

The matter was therefore referred to the Committee set up by PAC, under the Chairmanship of 

Deputy Auditor General. The Committee would make its recommendations within ten days. 
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MINISTRY OF DEFENCE PRODUCTION 
2006-07 

 
7. OVERVIEW 

 
Annual Audit Report for the year 2006-07 pertaining to the Ministry of Defence Production was 

examined by the Public Accounts Committee on 27th November, 2012. 

7.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations. 

7.2      Seven paras were presented by the Audit. 

7.3 Two paras were settled by the Committee. In other paras, the Committee directed that:-  

 To regularize the extra expenditure, 

 To see the commercial activities of the institution and 

 Verification of remaining record from the Audit. 

7.4 The Committee directed the PAO to follow the PPRA Rules to ensure transparency in 

purchases and also to bring within Rules, the provision of temporary advances granted 

for the procurement of the material, necessary to be purchased to meet production 

targets.  
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MINISTRY OF DEFENCE PRODUCTION 
ACTIONABLE POINTS 

 
Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 27th November, 2012, regarding Audit Reports for the year 2006-07 pertaining to Ministry of 

Defence Production were summarized as under: 
 

AUDIT REPORT ON THE ACCOUNTS OF TELECOMMUNICATION SECTOR 
FOR THE YEAR 2006-07 

1. PARA NO. 4.3, PAGE 23 & 24, AR 2006-07 
PURCHASE OF RS 7.732 MILLION IN A NON-TRANSPARENT MANNER  

 
The Audit pointed out that according to Rule 9 read with Rule 12 (1), (2) and 21 of Public 

Procurement Rules, 2004, the procuring agencies shall announce in an appropriate manner all 

proposed procurements for each financial year and shall proceed accordingly without any 

splitting or re-grouping of the procurements so planned. The procuring agencies shall engage in 

open competitive bidding, if the cost of the object to be procured was more than one hundred 

thousand rupees and procurements up to the limit of one million rupees shall be advertised on the 

Authority’s website as well as in print media. NRTC incurred an expenditure of Rs 7.732 million 

on account of purchase of stores and parts in a non-transparent manner during 2005-06. Audit 

pointed out that the some irregularities were also observed. 

The PAO stated that an inquiry report concluded that: All purchases against temporary 

advances/imprest accounts were made for bonafide purposes almost observing the due process, 

all purchases were made for and in connection with the ongoing projects to meet contractual 

obligations and Purchases were made in a transparent and open manner generally after due 

process. Furthermore, the management contended that the income tax on petty cash purchases 

was not applicable and shopkeepers being retailers did accept this trend. However, the Board of 

Directors had approved/regularized the procedure of cash purchases made up to 31.12.2008. 

The Audit did not accept the fact finding inquiry report because the same was deficient in many 

ways. The purchases from unregistered firms caused loss of sales tax as well income tax as the 

major chunk of the cash purchases pertain to raw material i.e. Rs 4.443 million (82%) of the total 

advances. If the purchases and procurements had been made after following Rules 9 &12 of PPRs 

2004, then the suppliers must have paid the taxes responsibility needed to be fixed for violation of 

procedure and rules for procurement.  

PAC DIRECTIVE (01-08-2011) 
 

The Committee directed the PAO to follow the PPRA Rules to ensure transparency in purchases 

and also to bring within Rules, the provision of temporary advances granted for the procurement 

of the material, necessary to be purchased to meet production targets. On information that the 

inquiry report in this matter was already with Audit, the Committee directed that this report may 

be examined by the Audit within one month and the case may be brought back to the PAC if 

required.  
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PAC DIRECTIVE(27-11-2012)  
 

The Committee deferred the para to the DAC and directed that rules shall be followed in letter 

and sprit. The para was pended for fifteen days. 

AUDIT REPORT ON THE ACCOUNT OF DEFENCE SERVICES  
FOR THE YEAR 2006-07 

 

2. PARA NO. 1.2.1, PAGE # 12 OF ARDS 2006-07 
IRREGULAR EXPENDITURE ON ACCOUNT OF LOW POWER FACTOR PENALTY– 
RS 17.990 MILLION 

 

The Audit pointed out that according to Ministry of Water and Power, Government of Pakistan 

Notification No SRO-894 (1)/2001 dated 28th December 2001 the consumer of Tariff  (C-1) Bulk 

supply at 400 Volts shall pay a penalty of 2% increase in the fixed charges corresponding to 1% 

decrease in power factor below 90%. The Engineer in Chief vide Routine Instruction no 656 

issued in 1989 had directed all MES formations to take immediate steps to improve low power 

factor, as it was  resulting in infructuous expenditure. GE (DP) Maintenance Taxila paid a sum of 

Rs. 17.99 million as penalty from July, 2003 to June, 2006 due to non maintenance of required 

power factor. \ 

The PAO explained that as per directive of PAC the exact  amount had been re-calculated as Rs. 

84.816 million from the WAPDA bills on account of low power factor penalty which being paid 

to WAPDA from August, 1992 to August, 2010. Likewise a case regarding regularization action 

of the aforesaid amount had also been initiated by DW&CE (DP) vide case file No. 599/DP-

41/E5 dated 30-04-2012 to HIT. The case was under process with HIT Board. The board is also 

making efforts to get the penalty waived off from WAPDA and get this extra amount of Rs. 

84.816 million paid to WAPDA adjusted in future bills. The progress will be initiated after 

regularization and adjust of the same.  

The PAO further explained that  work for “Improvement / installation of Low power Factor 

Using Bank of Capacitors at 132 KV Grid Station at HIT Taxila Cantt ” was approved / 

sanctioned by the competent authority vide their letter dated 20-03-2010 amounting to Rs. 25.382 

(M) and design vetted by the authority concerned. The work for “improvement of Low Power 

Factor by using Bank of Capacitors at 132 KV Grid Station HIT Taxial Cantt” had been 

completed in accordance with the terms and conditions against Contract No. CEDP-2010.20. The 

Bank of Capacitors was working satisfactory since Aug 2010. NO Low Power Factor Penalty had 

been imposed by IESCO since Sep 2010. Photo copy of IESCO Electric Bills w.e.f Sep 2010 to 

May 2011 attached. Please verify the same and objection may please be settled.  

The Audit informed that due to defective planning the sanctioned load arranged through WAPDA 

by installation of machinery / equipment for 7000 KW against the existing load of 5000 KW, the 

actual power factor was 0.52 to 0.74 against the required power factor of 0.8 as prescribed by 

WAPDA for which penalty amount of Rs. 43.46 million was paid to WAPDA during July, 2003 

to August, 2010. Record for penalty paid during August, 1992 to June, 2003 (11 years) could not 

be produced by executive.  
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PAC DIRECTIVE (01-08-2011) 
 

The para was kept pending with the directions that total amount of penalty to be paid to WAPDA 

should be re-calculated and get regularized from the PAO, with the concurrence of Finance 

Division. The Committee also observed that the para revealed bad planning and execution as the 

work load of electricity sanctioned was not assessed properly. It was therefore, directed that 

future projections should be realistic.  

PAC DIRECTIVE(27-11-2012)  
 

The Committee directed the PAO to get the amount adjusted with the WAPDA or regularize extra 

expenditure within one month. 

3. PARA NO. 1.2.3, PAGE # 14 OF ARDS 2006-07 
NON-RECOVERY OF RENT FROM SCHOOL / COLLEGE AT MIRAGE REBUILD 
FACTORY (MRF) – RS 751,689.  

 

The Audit pointed out that under the provisions of Para-442 of Defence Services Regulations for 

MES 1998, the GE is responsible for making demands for payment of all revenue and for taking 

steps for its prompt realization. It was observed from record of GE (DP) Aircraft Manufacturing 

and Rebuild Factory (AMRF), Kamra that two private institutions i.e. a School and a Degree 

College were being run in Government building. Market rent of the building according to both 

Revenue and Rent Assessment Ledger was fixed as Rs 44,217 PM., but was not recovered from 

School / College authorities. This resulted in revenue loss to State, of Rs 751,689 (Rs 44,217 x 17 

Months) during the period from April, 05 to August, 06. 

The PAO explained that the school and college building was sanctioned by the Government of 

Pakistan also accorded the ex-post facto approval of expenditure incurred on school / college 

building vide DP u.o. No. 2/24/DP-15/96 dated. 5 October, 2001. Further a board of officers in 

order to fix the status of MRF college on account of non recovery of rent / allied charges has been 

completed as discussed in DAC meeting held at MoDP on 18 March’ 2003. As per 

recommendation of Board of college was declared as a welfare institute and not a commercial 

venture. The college status had been declared as welfare venture by the competent authority. 

Therefore, recovery of said amount did not stand practicable.  

The Audit informed that compliance of DAC Directives i.e. reply of PAC Board Kamra was yet 

to be furnished and verified. The Audit requested the PAC to direct the PAO to expedite the 

matter. 

Audit requested for settlement the para. 
 

PAC DIRECTIVE (01-08-2011) 

The Committee settled the para.  
 

PAC DIRECTIVE(27-11-2012)  
 

The Committee deferred the para for DAC with the direction to see the Commercial activities of 

the institution and also to see what rules are being followed by these institutions within fifteen 

days. 
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4. PARA NO. 1.3.2, PAGE # 16 OF ARDS 2006-07 
NON-REPLACEMENT OF REJECTED STORES WORTH RS 5.028 MILLION (US $ 
82,418) AND NON-PRODUCTION OF CONTRACTS. 

  
The Audit pointed out that according to Aircraft Manufacturing Factory (AMF) letter No 

AMF/2851 Log dated 26th August, 2006 addressed to PAC Board Kamra, 25 items of stores 

valuing Rs 5,028,000 million procured from six firms (3 local and 3 foreign) against 14 different 

contracts, during financial year 2003-04, were rejected. It revealed from record held with 

Pakistan Aeronautical Complex (PAC) Board, Kamra that neither replacement of said store was 

made nor cost of stores was recovered from defaulting contractors till November 2006. Copies of 

Contracts demanded by audit were also not provided.  
 

The PAO explained that the case for rejection of stores had been duly taken up with the suppliers 

and matter pursued on priority basis with respective suppliers due to which most of the 

replacement had already been made. Out of total replacement of US $ 82,418,17 replacement 

upto the amount of US $ 68,757.48 had been made till date and the remaining amount of US $ 

13,660.69 were in process of replacement. The current state of the replacement had been 

presented in the annexure attached herewith for perusal of the audit team.   
 

The PAO further informed the PAC that while rejections were part of procurement process and 

the matters had been taken up with suppliers for an earliest replacements. While most of the items 

shall be replaced in due course of time as the matter being pursued on priority basis. In view of 

above it was requested that no irregularity is involved and as such replacement are part of 

procurement process, hence the audit para may kindly be settled.  

The Audit requested the PAC to direct the PAO to produce record in respect of remaining store 

worth Rs. 1.312 million. 

Audit requested for settlement the para. 
 

PAC DIRECTIVE (01-08-2011) 
 

The Committee settled the para.  
PAC DIRECTIVE (27-11-2012)  

The Committee directed to get the verification of remaining items from the audit within twenty 

days. 

5. PARA NO. 1.3.3, PAGE # 17  OF ARDS 2006-07 
IRREGULAR RUNNING OF BOARDED OUT VEHICLES DESPITE RECEIPT OF 
REPLACEMENT – RS 1.409 MILLION 

 

The Audit pointed out that as per proceedings of Board of Officers, twenty five vehicles of 

Mirage Rebuild Factory (MRF) Kamra and one vehicle of AMF Kamra were declared beyond 

economical repair (BER) during 1994-95, 2002-03 & 2005 and their further disposal was 

recommended. However, use of these vehicles continued till the provision of their replacement. It 

was noticed from the record of MRF, Kamra that replacement of 14 boarded out vehicles was 

received by it between 2003 to 2005 but the use of these vehicles continued for routine duty even 
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after receipt of their replacement and a sum of Rs 1,294,125 was incurred on account of cost of 

petrol, Oil and Lubricant (POL) consumed on running of boarded out vehicles. 
 

It was observed from the record held in AMF Kamra, that boarded out vehicle was running on 

routine duties despite receipt of its replacement on 9th September 2003 incurring an expenditure 

of Rs 114,660 on Petrol, Oil, Lubricant, (POL) during the period October 2003 to February 2006, 

which was irregular. 

The PAO explained that it was apprised that as per last meeting held on 24.10.2007. Audit Staff 

advised to deposit all boarded out vehicles on priority and also agreed on a plan of depositing 

vehicles step by step. In the light of advise, 17 boarded out vehicle had been deposited out of 25 

and 06 vehicles were under process for turn in action. Remaining 02 vehicles were awaiting for 

replacement. As and when replacement received, case will be taken up for turn in of these 

vehicles also. 

This boarded out vehicle was being condemned after receipt of replacement in financial year 

2003-04 and auction procedures were being followed. However, during same financial year a 

contract amounting US $ 35.987 Mil was signed with Royal Saudi Air Force regarding sale of 20 

Super Mushak aircraft. To ensure the commitments of AMF regarding this project 01 Double 

Cabin 2800 CC and one Car Passenger 1300 CC was authorized vide Government letter No. 

AMF/04/1/CE9P)/Policy/PC-2/PACB/1002/58/Org dated 27th April, 2004. 

The Audit informed that recovery of Rs. 24,237,724 may be got verified from Audit. 

Regularization action  was still awaited. Audit requested that PAC know the present status of 

regularization action.  
 

Audit informed that Recovery action against sale proceed may be got verified from Audit. 

Regularization action was still awaited. Audit requested that PAC know the present status of 

regularization action.  

Audit recommended the para for settlement. 
 

PAC DIRECTIVE (01-08-2011) 
 

The Committee settled the para.  
 

PAC DIRECTIVE(27-11-2012)  
 

The Committee settled the para subject to regularization of the running of the vehicles within 

twenty days. 

6. PARA NO. 1.6.1, PAGE # 21 OF ARDS 2006-07 
NON-IMPOSITION OF LIQUIDATED DAMAGES – RS 695,520 

 

The Audit pointed out that according to Clause 12(b) of contract agreement No 

1027/31/A/DESTO (HQ) dated 8th August, 2003 “in case the supplier fails to complete the work 

within the prescribed time schedule, the purchaser shall have the right to impose liquidated 

damages (LD) on this account on the supplier at the rate 1% of the total contract price for each 

month of delay up to a maximum of 10%”.  

According to Clause-16 of contract, in the event of failure on the part of the supplier to comply 
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with the contractual obligations, the contract was liable to be cancelled at the risk and expense of 

the supplier. 

It was observed from the record of Defence Science and Technology Organization (DESTO) 

Laboratories, Chattar, that above noted contract agreement was concluded with a firm, for 

development/manufacture of 2,100 hardware parts @ Rs 3,312 (total cost Rs 6,955,200). The job 

was to be completed within 44 weeks by 11th July 2004. As of August 2005 contractor had 

supplied 750 containers only and balance 1,350 was yet to be manufactured. Non-supply of stores 

within prescribed period required imposition of liquidated damage (LD). The second option was 

to cancel the contract and conclude a fresh contract at his risk and expense. None of the options 

was exercised. The State thus suffered a loss of Rs 695,520 due to non recovery of LD charges 

(Rs 6,955,200 x 10%). 

Audit requested for settlement the para. 
 

PAC DIRECTIVE (01-08-2011) 

The Committee settled the para.  
 

PAC DIRECTIVE(27-11-2012)  
 

The Committee directed the PAO that DESTO department was under control of MODP in 2004 

therefore the issue should be resolved by the PAO MODP. The para referred back to DAC. 

AUDIT REPORT ON THE ACCOUNT OF MINISTRY OF FOREIGN AFFAIRS FOR 
THE YEAR 2006-07 PERTAINING TO THE M/O DEFENCE RODUCTION 

 
7. PARA-8.2, PAGE 1 AR-2006-07 

IRREGULAR PAYMENT OF RENTAL CEILING US$ 18,300 (RS. 1.153 MILLION) 
 

The Audit pointed out that the Ministry had been given full powers to sanction rent of residential 

buildings for officers and staff in Missions abroad. The Head of Missions are not empowered to 

sanction the rent of residential buildings for officers and staff working under them. For fixing the 

rental ceiling or increase in the ceiling, sanction of the Ministry of Foreign Affairs is necessary. 

In case of other Ministries, the rental ceiling will be fixed on recommendations of the Ministry 

concerned.  
 

The Audit further pointed out that on contrary to the above, Pakistan Mission at Washington paid 

a sum of US$ 18,300 on account of rent of residence in respect of an officer @ US$ 1525 pm for 

the period 7/05 to 6/06 without sanction of rental ceiling. The payment of rental ceiling without 

approval was held irregular and unauthorized. It was required that the sanction of rental ceiling 

may either be provided to Audit, otherwise recovery of unauthorized payment of rent may be 

made from the officer concerned. No response had been received from the Ministry till the 

finalization of Report. 

 
The PAO stated that the case for approval of the rental ceiling of Mr. Muhammad Amin-ur-

Rehman, Audit & Accounts Officer was forwarded to the Ministry of Foreign Affairs, but the 

same could not be acceded to. He again requested for re-consideration of the case, reply to which 
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was still awaited. However, the Audit/Accounts Officer concerned had been retired from service 

w.e.f. 04.07.2008. In the light of PAC directive Embassy of Pakistan, Washington vide their letter 

dated 13.06.2012 again requested Ministry of Foreign Affairs for Ex-post facto sanction. 
 

PAC DIRECTIVES (01.08.2011) 
 

The para was settled subject to seeking ex-post facto approval of the payment of rental ceiling 

from Ministry of Foreign Affairs and verification of the same by audit within one month. 
 

PAC DIRECTIVE(27-11-2012)  
 

The Committee settled the para on the recommendations of Audit. 
 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

***** 
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MINISTRY OF EDUCATION & TRAINING 
2006-07 

 
8. OVERVIEW 

 
 

Annual Audit Reports for the year 2006-07 pertaining to the Ministry of Education and Training 

were examined by the Public Accounts Committee on 30th August, 2012. 

8.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future, to reconcile all the figures with Audit, hold DACs regularly. 

8.2  Five paras were presented by the Audit. 

8.3 The Committee settled two paras on the justification given by the PAO. 

8.4 In some paras, the Committee directed to hold inquiry and submit report to PAC and 

reconcile the figures from the Audit. 

8.5 The Committee directed that all the donations received by the NCHD should be reported 

to the Government. 

8.6 Regarding pending court cases PAC was informed 34 cases were pending in court.   
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MINISTRY OF EDUCATION & TRAINING  
ACTIOINABLE POINTS 

 

Actionable points arising from the discussion of the meeting of Public Accounts Committee held 

on 30th August, 2012, regarding Audit Reports for the year 2006-07 on account of Ministry of 

Education and Training were summarized as under:-  

AUDIT REPORT ON THE ACCOUNTS OF THE MINISTRY OF PROFESSIONAL & 
TECHNICAL TRAINING FOR THE YEAR 2006-07 

1. PARA-1.9 (PAGE-38) AR 2007-08 (FY 2006-07) (PRINTED UNDER CABINET 
DIVISION) NCHD RECEIVED FOREIGN DONATIONS AND ARE NOT REPORTED 
TO EAD AND AGPR – RS. 370 MILLION 

 

The Audit pointed out that the Public Accounts Committee in its meeting held on 3rd week of 

October, 1979 decided that aid utilizing agencies were required to supply regular monthly data of 

the aid utilized by them to the Economic Affairs Division for timely incorporation of the 

transactions in Government Accounts for the year in which the aid was received. Details of such 

procedures were laid down in Finance Division (Budget Wing) No.F.11 (4)-B(S)/79-2168/81 

dated 30.12.1981, No.F.11 (4)-B(S)/83-2288 dated 26 December 1983 and No.  F.11 (4)-B(S)/83-

51/85 dated 07.01.1985. 

The Audit further pointed out that the NCHD received Rs. 370,588,758 during the period 2005-

06 and 2006-07 and made the expenditure against such receipts, which were in addition to 

government grant. In case of UNDP grant, the budget and actual were shared / discussed with 

EAD. Funds provided by other donors were in accordance with agreements signed with them. 

These donations do not fall under bilateral agreements. 

It was replied that funds given under bilateral agreements are always reported to Government 

through Donors. UNDP funds fall under this category.  

The PAO stated that the grant of Rs. 370 million had been reported to Economic Affairs Division.  

PAC DIRECTIVE 

The Committee directed the PAO to reconcile all the figures from the Audit within two weeks. 

The Committee further directed the PAO that all the donations received by the NCHD should be 

reported to the Government/EAD. 

2. PARA-1.10 (PAGE-39-41) AR 2007-08 (FY 2006-07) (PRINTED UNDER CABINET 
DIVISION) NCHD SHOULD OBTAIN APPROVAL OF PLANNING DIVISION BEFORE 
STARTING DEVELOPMENT PROJECTS. 
The Audit pointed out that the Manual for Development Projects / Programs of the Planning and 

Development Division provides under Chapter 1 – (1.19) that the Federal Ministries were 

responsible for the preparation of programs and projects in their respective fields of interest 

including autonomous organizations under their control. The programs prepared by the Federal 

Ministries are submitted to Planning Commission which coordinates all development programs in 

the country. According to NCHD Ordinance 2002, Section 7(c) NCHD should keep informed the 
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Federal Government and respective Provincial Governments and their District Administration of 

its programs and projects being carried out by it in performance of its functions. 

The Audit further pointed out that since those projects were not approved by the appropriate 

project approving bodies like Central Development Working Party (CDWP), ECC (Economic 

Coordination Committee of the Cabinet) and ECNEC (Executive Committee of National 

Economic Council), the expenditure incurred on these projects was irregular. No Administrative 

Approval was obtained from Cabinet Division, of which NCHD was an attached body. Risk of 

over-lapping/duplication of projects/programs remains if those were executed without referring to 

Planning Commission. During the Financial Year 2006-7, throw forward of PSDP was Rs. 2.1 

trillion. That figure did not include projects which were not reported by autonomous 

organizations like NCHD 

PAC DIRECTIVE 

The Committee settled the para. 

3. PARA-1.11 (PAGE-41) AR 2007-08 (FY 2006-07) (PRINTED UNDER CABINET DIVISION) 
SUNK COST DUE TO INVESTMENT IN HIGH RISK ACTIVITY – USD 40,250 
The Audit pointed out that the management of NCHD incurred an expenditure of USD 40,250 for 

Cricket Sojourn Campaign for purchase of tickets of World Cup Cricket 2007. These tickets were 

purchased from Pakistan Cricket Board Islamabad (PCB) to raise funds for NCHD. It was 

observed that NCHD had transferred USD 40,250 to PCB  for purchase of tickets and the tickets 

were neither sold to any body nor refund was claimed from PCB. Thus, loss of USD 40,250 was 

incurred. Entire transaction was based on assumption that National Cricket Team of Pakistan 

would make it to the finals. Considering the record of matches played before the World Cup it 

was a very optimistic assuption. As a result neither Pakistan made it to the World Cup final nor 

NCHD could sell the tickets procured from PCB. Audit recommends that efforts may be made for 

recovery of the amount. 

The Audit further pointed out that Management has provided on 28.08.2012, a copy of Standard 

Chartered Bank Statement showing US$ 39,978 received from SCBL / Saqib Khan which was 

not accepted as the amount is different from the amount objected in audit para. 

The PAO stated that US$ 10,250 was paid by the board members voluntary in October, 2008. A 

copy of Standard Chartered Bank  Limited (SCBL) statement showing US$ 39,978 SCBL was 

provided to the audit for verification.  

PAC DIRECTIVE 
 

The para was pended. The Committee directed the PAO to hold an inquiry on this issue and 

submit report to the PAC within two weeks. 

4. PARA-6.3 (PAGE-77) AR 2007-08 (FY 2006-07) (PRINTED UNDER DEVOLVED M/O 
EDUCATION) FEDERAL BOARD OF INTERMEDIATE AND SECONDARY 
EDUCATION HAS INVESTED FROM SURPLUS REVENUE – RS. 1,020 MILLION 

 

The Audit pointed out that the Federal Board of Intermediate & Secondary Education (FBISE) 

was established on 29.08.1975 through an Act (LXVIII of 1975) of Parliament as an autonomous 

organization to organize, regulate, develop and control the Intermediate Education and Secondary 
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Education. The board was self-sufficient and meets all its financial needs through Secondary and 

Intermediate examination fees and miscellaneous receipts. 
 

The Audit further pointed out that the accumulated balance of Rs. 1,020 million collected through 

Tuition and Examination Fees and fines was sufficient to meet the working capital needs of the 

board for next four years (approximately 266 million a year). The Finance Division had approved 

working balance limit of Rs. 22.154 million for the financial year 2007-08 for FBISE vide letter 

no. F.4(I)BR-II/2002-Part-893 dated 20.05.2008 . The excess accumulated balance of Rs 1,020 

million was invested by the board. In an era where Government was starving for funds, large 

funds were available with the autonomous bodies which they spend in purchasing Government 

securities. Government issues these securities to lower budget deficit. This practice causes 

domestic debt to increase which, in turn, affects macroeconomic stability. Thus, Government 

institutions (autonomous) are earning money on their surplus funds while simultaneously the 

Government was facing budget deficit each year.  It was recommended that a policy be devised 

by the Finance Division that amounts exceeding the specified working balance needs of 

autonomous bodies be deposited into Government Treasury.      

The PAO stated that working balance was determined by Finance Division and no surplus funds 

were retained. The prescribed balance will be observed duly. It was directed to the FBISE to 

follow the investment policy of the Government. 

PAC DIRECTIVE 
The Committee referred the para back to DAC. The para was pended till the approval of the 

investment policy of the Board from the controlling Ministry and Finance Division. 

5. PARA-6.4 (PAGE-77) AR 2007-08 (FY 2006-07) (PRINTED UNDER DEVOLVED M/O 
EDUCATION) UNAUTHORIZED RETENTION BY THE PNCU – RS. 10.221 MILLION 

 

The Audit pointed out that during the audit of the Pakistan National Commission for UNESCO 

(PNCU), Islamabad, it was noticed that PNCU was granted the status of “Subordinate Office” 

(previously working as autonomous body) vide Ministry of Education letter No.F.4-1/2004-F&A 

dated 29.12.2004. The institution was brought to Non-development side from 2005-06 and 

officers and staff were drawing their pay through AGPR payroll system instead of PLA since 

01.07.2006. 
 

Audit further pointed out that the institution was maintaining Rs. 10.221 million as of 30.06.2007 

as GP fund balance. The change of status to “subordinate office” has also changed the previous 

practice of payment to employees. Now GP Fund subscription was deducted through payroll and 

paid to employees by the AGPR. Hence, the maintenance of GP Fund accounts was also the 

responsibility of AGPR office and retention of funds outside the Public Account was 

unauthorized. It was recommended that these funds be deposited in the Government Treasury 

under intimation to audit and get ex-post facto regularization from the Finance Division. 

The PAO stated that an amount of Rs. 10.221 million was inclusive of Employees Welfare Fund 

and all the cases of CP Fund were transferred to AGPR leaving a balance of Rs. 1.6 million which 
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pertains to some retired officials whose whereabouts were traced. The record was verified by the 

Audit.  

PAC DIRECTIVE 

The Committee settled the para. 
 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

 

***** 
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ELECTION COMMISSION OF PAKISTAN 
2006-07 

 
9. OVERVIEW 

 
Appropriation Accounts for the year 2006-07 pertaining to the Election Commission of Pakistan 

were examined by the Public Accounts Committee on 30th July, 2012. 

 

9.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations. 
 

9.2     One grant was presented by the AGPR. 
 

9.3 The Committee settled the grant on the justification given by the PAO. 
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ELECTION COMMISSION OF PAKISTAN 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 30th of July 2012, regarding appropriation account civil Vol-I and Audit Report for the 

year 2006-07 on the accounts of Election Commission of Pakistan were summarized below:- 
 

APPROPRIATION ACCOUNTS (CIVIL) VOL-I 2006-07 
 

i). CHARGED ELECTION  
 

The AGPR pointed out that grant closed with saving of Rs. 308,271,721 which worked out to 

24.89 percent of the total grant. An amount of Rs. 319, 163,891 (25.77%) was surrendered 

resulting into net excess of Rs. 10,892,170 (0.87%).  
 

The PAO replied that excess occurred due to account of LPR, salary on re-employment of Deputy 

Secretary and due to payment of 15% dearness allowances granted by the Federal Government 

and due to payment of allowances to the employees as explained under A011-1 pay of officer and 

funds were kept for the purchase of physical Assists. Therefore, matter could not be finalized.  

PAC DIRECTIVE 
 

The Committee settled the grant. 

 

The proceedings of the meeting ended with vote of thanks to the Chair. 

 

 

***** 
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ESTABLISHMENT DIVISION 
2006-07 

 
10. OVERVIEW 

 
Appropriation Accounts for the year 2006-07 pertaining to the Establishment Division were 

examined by the Public Accounts Committee on 30th July, 2012. 

 

10.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations. 
 

10.2     Four Grants were presented by the AGPR. Three grants were settled by the PAC and in 

one grant the Committee did not agree with the reasons given by the PAO and directed it 

to provide the following within ten days:- 
 

i) List of officers who were sent on training under the program. 

ii) Detail of whole program. 

iii) Amount spent on the program and also directed it to give briefing in the next 

PAC meeting. 

 



 
 

142 
 

ESTABLISHMENT DIVISION 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 30th of July 2012, regarding Appropriation Accounts and Audit Report for the year  2006-

07 on the accounts of Establishment Division were summarized as under:- 
 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 
 

1. GRANT NO.5-ESTABLISHMENT DIVISION 
 

The AGPR pointed out that the grant closed with an excess of Rs.1,145,317 which worked out to 

0.18 percent of the total grant.  An amount of Rs.1,000(1.56%) was surrendered increasing net 

excess to Rs.1,146,317(0.17%). A supplementary grant of Rs.3,300,000 was sanctioned but not 

included in the supplementary schedule of authorized expenditure.  
 

The PAO explained that saving and excess was occured due to un passed bills of two OSDs,  

posting of some staff to other departments on deputation basis, the strict control over expenditure 

and the Mid Carrier Management Course could not started at NIPA, Quetta and number of 

participants at NIPA’s Peshawar & Karachi was less than initially anticipated , due to which the 

amount could not be utilized. Moreover, some bills were returned unpassed due to some 

objections.   
 

Explaining about saving, the PAO stated that the necessary documents for Assistance Package in 

respect of Mr. Abid Ali (PSP/Bs-19) were not received from Govt. of NWFP which resulted in 

saving and due to non-receipt of expected telephone bills and non receipt of TA claims by the 

Officer well in time.  

PAC DIRECTIVE 

The Committee settled the grant with the direction that there should be zero saving and zero 

excess in future. 

2. GRANT NO.6-FEDERAL PUBLIC SERVICE COMMISSION 

The AGPR pointed out that the grant closed with an excess of Rs.102,511 which worked out to 

0.07 percent of the total grant. 

The PAO explained that excess was due to booking of thirteen months salary instead of twelve 

months in the month of June, 2007. Represent the expenditure on financial assistance to the 

family of civil servant who expired during the service. 

PAC DIRECTIVE 

The Committee settled the grant as there was minor excess and directed that there should be zero 

excess and zero saving in future. 

3. GRANT NO.7-OTHER EXPENDITURE OF ESTABLISHMENT DIVISION 

The AGPR pointed out that the grant closed with a saving of Rs.146,994,473 which worked out 

to 21.31 percent of the total grant. 
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The PAO explained that budget grant of 200 million for payment of stipend to the interns of NIP 

were received through supplementary grant in the month of April 2007. After this placement of 

interns were made in the Federal Government & Provincial Government in the month of May & 

June, 2007. Accordingly funds were released to sub offices of AGPR located at Lahore, Karachi, 

Peshawar, Quetta & Gilgit for payment of stipend placed at Provincial Government through 

Special Seal Authorities issued by the AGPR, Islamabad. These funds were further released to 

District of each Provincial Government for payment of stipend to these interns who were working 

at District level. But the District Authorities could not utilize funds due to administrative 

constraints as most interns did not join the Programme.        

PAC DIRECTIVE 

The Committee agreed with the PAO and settled the grant with the direction that there should be 

zero excess and zero saving in future. 

4. GRANT NO.127-DEVELOPMENT EXPENDITURE OF ESTABLISHMENT DIVISION 
The AGPR pointed out that the grant closed with a saving of Rs.17,373,143 which worked out to 

5.09 percent of the total grant. An amount of Rs.18,386,981(5.39%) was surrendered resulting 

into an excess of Rs.1,013,838 (0.29%). 

The PAO pointed out that an amount of Rs.500,000 was surrendered but not accounted for. The 

PAO further explained that excess was mainly due to the amount of money replenished by the 

World Bank is higher, vis-e-vis expenditure claimed by CSRU, due to appreciation of US dollar, 

the replenishment made by the World Bank also includes a chunk of money which corresponds to 

the expenditures incurred during financial year 2005-06 and as AGPR posts all the amounts 

replenished/ surrendered during the year as expenditure, therefore, CSRU’s expenditures 

appeared higher than the allocation.  

PAC DIRECTIVE (30-07-2012) 

The Committee did not agree with the reasons given by the PAO and directed to provide the 

 following within ten days:- 

i) List of officers who were sent on training under the program. 

ii) Detail of whole program. 

iii) Amount spent on the program and directed to given briefing in the next PAC 

meeting. 

 

The Proceedings of the meeting ended with vote of thanks to the Chair. 

 

***** 
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FEDERALLY ADMINISTERED TRIBAL AREAS (FATA) 
2006-07 

 
11. OVERVIEW 

 
Appropriation Accounts and Annual Audit Report for the year 2006-07 pertaining to the 

Federally Administered Tribal Areas (FATA) were examined by the Public Accounts Committee 

on 13th November, 2012. 

11.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations for regularization of funds and 

verification of records. 
 

11.2     Two grants and five paras were presented by the AGPR and Audit. 
 

11.3 One grant and one para was settled by the Committee. 
 

11.4. The Committee directed inquiry on the Approving Authority/ NESPAK within two 

weeks and action on the findings of Governor’s Inspection Team Inquiry. 
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FEDERALLY ADMINISTERED TRIBAL AREAS (FATA) 
ACTIONABLE POINTS 

 
Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 13th November, 2012, regarding Appropriation Accounts/Audit Report for the year  2006-

07 on the accounts of Federally Administered Tribal Areas (FATA) were summarized below:-  

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 
 

1. GRANT NO.111- FEDERALLY ADMINISTERED TRIBAL AREAS 
 

The AGPR pointed out that the grant closed with an excess of Rs.793,694,552 which worked out 

to 16.10 percent of the total grant. A supplementary grant of Rs.52,585,500 was sanctioned but 

not included in supplementary schedule of authorized expenditure.  

 

The PAO explained that the excess booking of expenditure of Rs.295,928,682 and 15% dearness 

allowance, increase in house rent allowance, with drawal of teaching and non practicing 

allowance and also less allocation of budget. 
 

PAC DIRECTIVE (09-08-2011) 
 

The PAC observed that in all grants the AGPR figures and departmental figures showed huge 

difference and needs to be reconciled. The AGPR stated that the DAC minutes were not agreed 

by them as statements and documentation was not provided in full. The PAC directed that the 

grants may be examined again and will be settled subject to verification and reconciliation by 

Audit.  
 

PAC DIRECTIVE (13-11-2012) 
 

The Committee directed the PAO to regulate Political Agents fund under Governor’s direction, 

time frame to make rules to utilize the fund and implement it within two months. Provide all 

record to the Audit. The grant was referred to AGPR for verification and directed to submit report 

after fifteen days. 

 
2. GRANT NO.158-DEVELOPMENT EXPENDITURE OF FEDERALLY 

ADMINISTRATED TRIBAL AREAS  
 

The AGPR pointed out that the grant closed with an excess of Rs. 8,410,382 which worked out to 

0.11 percent of the total grant.  

The PAO explained that the excess booking of expenditure of Rs.124,380,000 and non accountal of 

supplementary grant of Rs.116,765,000 and saving was due to late release of funds. 

PAC DIRECTIVE 9-8-2011 

The PAC observed that in all grants the AGPR figures and departmental figures showed huge 

difference and needs to be reconciled. The AGPR stated that the DAC minutes were not agreed to 

by them as statements/documentation was not provided in full. The PAC directed that the grants 

may be examined again and will be settled subject to verification and reconciliation by Audit.  
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PAC DIRECTIVE (13-11-2012) 
 

The Committee settled the grant subject to verification by the Audit and it was directed to submit 

report within one week. 
 

AUDIT REPORT ON FATA SECRETARIATFOR THE YEAR 2007-08 (FINANCIAL 
YEAR 2006-07) 

 
1. PARA-15.1 (PAGE-166) AR-2007-08(FY 2006-07) 

IRREGULAR EXPENDITURE INCURRED ON SCHEMES WITHOUT TECHNICAL 
SANCTION- Rs. 1,575.340 MILLION 

The Audit pointed out that the according to Para 56 of CPWD Code “Technical sanctions of a 

properly detailed estimate must be obtained before the commencement of a work”. While 

conducting audit of various divisions of Works and Services, and Irrigation & Hydel Power 

Departments of FATA for 2006-07, it was observed that expenditure of Rs. 1,541.116 million 

was incurred on the execution of schemes without Technical Sanctions.  

The PAO explained that the schemes were under process for Technical Sanction of the competent 

authorities.   

 

Para was recommended for settlement by the Audit.  
 
PAC DIRECTIVE (09.08.2011) 
 
The Committee settled the para subject to verification by the Audit. 
 
PAC DIRECTIVE (13-11-2012) 
 
The Committee settled the para. 
 

2. PARA-15.2 (PAGE-167) AR-2007-08(FY 2006-07) 
IRREGULAR WITHDRAWAL TO AVOID LAPSE OF FUNDS – Rs. 11.828 MILLION 

The Audit pointed out that the according to Para 96 of GFR Volume-I “in the public interest, 

grants that could not be profitably utilized should be surrendered”.  Rule 290 of Federal Treasury 

Rules Volume-I states that “no money should be drawn from treasury unless required for 

immediate disbursement. It is not permissible to draw money from treasury in anticipation of 

demand or to prevent lapse of budget grant”. 

While checking the accounts record of the Agency Education Offices for the year 2006-07, it was 

observed that Rs. 11,827,605 were drawn from Government Treasury during June 2007 for 

procurement of various items required for schools: The amount was drawn and deposited into 

designated accounts maintained in NBP at the respective stations in violation of above quoted 

rule. The suppliers failed to supply the items in time and Sales Tax amounting to Rs. 1,333,590 

was not recovered. In addition stock entries were not made in the register.  

The PAO explained that the Director Education, FATA explained that an amount of  

Rs. 130,000 drawn for jute tests were still unutilized while the remaining amount drawn for 

furniture items had been utilized and paid to the suppliers/contractors.  
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Audit informed that record of funds utilization has been verified by Audit and requested that past 

irregularity of carrying forward of funds to next financial year may be got regularized from the 

Finance Division.  

PAC DIRECTIVE (09.08.2011) 
 
The Committee settled the para subject to verifications by the Audit. 
PAC DIRECTIVE (13-11-2012) 
 
The Committee directed the PAO to regularize the unspent funds from the Finance Division 

within two weeks and verified it from the Audi. 
 

3. PARA-15.3 (PAGE-168) AR-2007-08(FY 2006-07) 
Unjustified expenditure on a technically unfeasible Project  

The Audit pointed out that the Para 10 of GFR Volume-I, provided that every Government officer 

shall exercise the same vigilance in respect of expenditure incurred from public moneys, as a 

person of ordinary prudence would exercise in respect of expenditure of his own money. The 

work on construction of Kharo Shah Small Dam in Bajaur Agency was administratively approved 

for Rs. 44.00 million during 2004. The PC-I of the scheme was prepared by the consultant M/S 

NESPAK who was paid consultancy fee of Rs. 2,392,000. Accordingly the work was started on 

06.09.2004 on the basis of original PC-I.  

It was observed during review of the record that the PC-I of the dam was revised and approved for 

Rs. 69.413 million on 14.03.2006 after adding escalation cost, which the contractor claim for idle 

days and increase in the scope of work. Further, the design of the dam was changed and converted 

into recharge dam with deletion of irrigation network. Later, it was discovered that during 

monsoon rains the water could not be stored in the reservoir due to hydrological conditions.  

The Audit further observed that a technically unfeasible project was undertaken by the 

management whose design had to be amended midway and had to be executed at an extra cost of 

Rs. 25.413 million, thus causing considerable loss to national exchequer. 

The PAO explained that the project was undertaken on the directives of the then Governor, 

NWFP. The PC-I was revised and design changed after fulfilling all the codal formalities and due 

approval of the competent authority. 09.02.2007 by P&D Department, FATA Secretariat. The 

report  concluded/recommended that M/s NESPAK who were held responsible for poor planning 

and consultancy cost of Kharo Shah Dam should be repay the loss on prorata basis out of the total 

cost of Rs.17.919 million earmarked for reviewing the feasibilities, etc. of the 12 dams, and 

further recommended a penalty @ 2%  of the revised approved cost of  PC-I (Rs. 82.12 million) 

besides referring the case of the consultancy firm for taking legal action under the relevant rules of 

Pakistan Engineering Council (PEC) for inadequate services provided by the consultant which 

caused huge financial loss to the Government.  Management provided deposit challan of Rs. 4.002 

million dated 20.11.2011 and another challan of Rs. 0.562 million dated 02.10.2012 and the same 

have been verified by Audit. However, total and balance recoverable amount in compliance of 
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recommendations of the Governor’s Inspection Team from the firm has not been reported by the 

FATA Secretariat. Action taken against the firm and officers/staff of the FATA Secretariat has 

also not been reported.  

The Audit pointed out that according to findings of Governor’s Inspection Team M/s NESPAK 

were held responsible for poor planning and consultancy cost of Kharo Shah Dam and the loss 

should be recovered from the firm. Audit informed that only Rs. 4.002 million has been recovered 

from M/s NESPAK and total recoverable amount including the amount of penalty has not been 

recovered by the management and action taken against the firm and officers/staff of the FATA 

Secretariat had also not been reported. 

Audit also requested that copy of the revised PC-I may also be provided to Audit.  

PAC DIRECTIVE (09.08.2011) 

The Committee settled the para subject to verifications by the Audit. 

PAC DIRECTIVE (13-11-2012) 
 

The Committee directed the PAO to hold and inquiry, fix responsibility on the approving 

Authority/ NESPAK within two weeks and take action on the findings of Governor’s Inspection 

Team Inquiry. 

4. PARA-15.4 (PAGE-168) AR-2007-08(FY 2006-07) 
IRREGULAR TRANSFER OF PUBLIC FUNDS FROM GOVERNMENT ACCOUNT TO 
PRIVATE ACCOUNT - Rs. 24.768 MILLION 

The Audit pointed out that the Para 7 of GFR Volume-I stated that unless otherwise expressly 

authorized by any law or rule or order having the force of law, money may not be removed from 

the Public Account for investment or deposit else where without the consent of the Ministry of 

Finance. While conducting audit of the accounts of Managing Director FATA Construction Unit, 

Civil Secretariat FATA Peshawar for 2006-07, it was observed that a sum of Rs. 24,768,455 was 

transferred from Highway Division South Waziristan Agency Tank to FATA Construction Unit, 

Civil Secretariat FATA Peshawar for the work “improvement widening and black topping 

Jandola Wana Road Phase-V 10KM S.H remaining portion KM 67 to 74 (8KM)”. The funds so 

transferred were deposited in account bearing No. 1041-0 maintained in Allied Bank Limited 

without obtaining approval of the Ministry of Finance. 

The PAO explained that the work was required to be executed by the XEN Highway Division, 

South Waziristan Agency at Tank. Due to political dispute work could not be started in time, 

therefore, competent authority awarded work to FATA Construction Unit (FCU) and the funds 

allocated to the respective division were transferred to the FCU. As the work was considered as 

deposit work the funds were kept in the bank account of FCU. Against released funds of Rs. 

71,404,056 an amount of Rs. 41,879,077 has been utilized whereas balance of Rs. 29,524,979 

was lying in the account No. 7410 of HBL Peshawar Cantt Branch. Management provided 

disbursement vouchers and copy of MB in support of Rs. 35.297 million but detailed checking of 

record relating to work titled “Improvement, widening and blacktopping of Jandola Wana Road 
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Phase-V KM 65-74 in SWA” is required. This scheme was taken over by army authorities in 

March, 2010 but handing/taking over note, scheme completion certificate, PC-IV, contract 

agreement containing rates and quantities, etc. have not been provided.    

The Audit informed that deposit challan Rs. 35.297 million was actually deposited into the 

Deposit Account of Executive Engineer, Highway Division, Tank and this amount was 

subsequently deposited in bank account (Profit Plus Deposit) No. 01-151-0005-0 at Allied Bank 

Ltd, Irrigation Colony, Peshawar maintained by FCU, FATA Secretariat, Peshawar. Subsequently 

this amount was paid/utilized for payment on a work and refund of security deposits of a 

contractor.  

The Audit further informed that management provided disbursement vouchers and copy of MB in 

support of Rs. 35.297 million but detailed checking of record relating to work titled 

“Improvement, widening and blacktopping of Jandola Wana Road Phase-V KM 65-74 in SWA 

were still awaited and as per documents provided this scheme was taken over by Army authorities 

in March, 2010 but handing/taking over note, scheme completion certificate, PC-IV, contract 

agreement containing rate and quantities, etc. had not been provided. 

PAC DIRECTIVE (09.08.2011) 
 

The Committee settled the para was settled subject to verifications by the Audit. 
 
PAC DIRECTIVE (13-11-2012) 
The Committee directed the PAO to verify the record from the Audit within two weeks. If it is 

verified by the Audit. The Para stands settled. 
 

5. PARA-15.5 (PAGE-169) AR-2007-08(FY 2006-07) 
LOSS DUE TO NON-DEPOSIT OF SALE PROCEEDS OF MACHINERY INTO 
GOVERNMENT TREASURY - Rs. 47.380 MILLION 

The Audit pointed out that the according to Para 26 of GFR Volume-I “it was 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”. While conducting audit of 

the accounts of Managing Director, FATA Construction Unit, Peshawar under the Ministry of 

SAFRON for 2006-07, it was observed that a sum of Rs. 47,379,762 was realized by the local 

office from auction of government machinery. The amount was required to be deposited into 

Government Treasury being public revenue but instead the same was deposited into several 

accounts maintained in various banks in the name of Managing Director.  

The PAO explained that the major portion of that amount consisted of the assets of the defunct 

FATA Development Corporation and decision regarding disposal of that amount was not taken. 

Approval of the competent authority regarding deposit of the sale proceeds of the assets of the 

defunct FATA Development Corporation (FATA DC) was still awaited. On dissolution of FCU, 

the sale proceeds of Works & Services Department and Agriculture Engineering Department 

amounting to Rs. 22,636,298 were deposited into government treasury. The sale proceeds of 
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defunct FATA DC amounting to Rs. 20,634,400 were deposited with Finance Department, FATA 

Secretariat.   

Para was recommended for settlement subject to verification of record by Audit. 

Aduit informed that deposit challan Rs. 22,636,298 was provided by the Department and the 

same had been verified by Audit. Audit requested emaining amount Rs.20.634 million may also 

be deposited into Government Treasury. 

PAC DIRECTIVE (13-11-2012) 
 
The Committee deferred the para. 
 

 
The proceeding of the meeting ended with vote of thanks to the Chair.  

 
***** 

 
  



 
 

151 
 

 
 

 
 

FEDERAL TAX OMBUDSMAN SECRETARIAT 
2006-07 

 
12. OVERVIEW 

 
Appropriation Accounts for the year 2006-07 pertaining to the Federal Tax Ombudsman 

Secretariat were examined by the Public Accounts Committee on 3rd July, 2012. 

 

12.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations. 

 

12.2    Only one grant was presented by the AGPR which was settled after the justification given 

by the PAO. 
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FEDERAL TAX OMBUDSMAN SECRETARIAT 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 3rd of July 2012, regarding Appropriation Accounts Audit Report on the accounts of 

Federal Tax Ombudsman Secretariat were summarized as under:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. FEDERAL TAX OMBUDSMAN (CHARGED) 

The AGPR pointed out that an appropriation closed with an excess of Rs.1,696,629 that worked 

out to 3.97% of the total Appropriation. 

The PAO explained that the excess was due to grant of special pay @ 20% to all Federal 

Secretaries, increase of pay of Hon’ble FTO and payment of encashment to the Secretary on his 

retirement. The PAO further informed that excess was also due to 15% dearness allowance to all 

govt. servants for which no supplementary grant was allowed. 

PAC DIRECTIVE 

The Committee settled the grant after detailed discussion. 

 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

 

 

***** 

 

 
 

  



 
 

153 
 

 

 
 

FINANCE DIVISION 
2006-07 

 
13. OVERVIEW 

 

 
Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the Finance 

Division were examined by the Public Accounts Committee on 20th June, 2012,  7th August, 2012, 

27th November, 2012, 13th December, 2012, and subsequently on 18th December, 2012. During 

the 1st round of PAC meeting the Committee issued its directions and other rounds of PAC 

meetings were held to ensure the implementation of PAC directives issued during the previous 

rounds. 

13.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations. 
 

13.2     One grant and twenty paras were presented by the AGPR and Audit. 
 

13.3 The Committee settled the grant with the direction that there should be zero excess and 

zero savings in future. 
 

13.4  Seventeen paras were also settled by the PAC on the Justification given by the PAO and 

on the recommendation of the Audit. 

13.5 Regarding pending court cases the  PAC was informed that 162 cases were pending in 

court. 
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FINANCE DIVISION 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 20th June, 2012, 7th August, 2012, 27th November, 2012, 13th December, 2012, and 

subsequently on 18th December, 2012, regarding Appropriation Accounts and Audit Report for 

the year 2006-07 on the accounts of Finance Division were summarized as under:- 

 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-2007 

1. GRANT NO.43-SUBSIDIES AND MISCELLANEOUS EXPENDITURE 

The AGPR pointed out that the subject grant was presented before Sub-Committee No. III of the 

PAC on 19-07-2011. The Sub Committee referred the said Grant for DAC with the following 

directives:-   

“The grant was remanded back to the DAC for re-examination”. 

The AGPR pointed out that the grant closed with a saving of Rs.36,971,995,180 which worked out to 

16.69 percent of the total grant. An amount of Rs.19,563,543,286 (8.83%) was surrendered leaving 

net saving of Rs.17,408,451,894 (7.85%). A supplementary grant of Rs.5,072,001,000 was sanctioned 

but not included in the supplementary schedule of authorized expenditure. The department pointed 

out less booking of expenditure of Rs.18,930,073,000. 

The PAO explained that the saving pertained to Lump Provision for re-construction of 

Afghanistan. Funds amounting to Rs.133.073 million were kept to meet any unforeseeable 

development during the period 15-05-2007 to 30-06-2007. The saving remained un-utilized. The 

saving related to the head 019120-ID-Lump Provision of Other Govt. Departments, and ID-2622-

Lump Provision for pay which were subject to utilization on receipt of demands from other 

Ministries/Divisions/Govt. Departments, remained-un-utilized.  

PAC DIRECTIVE(07-08-2012) 

The Committee directed that all the institutions under the Ministry of Finance such as NBP, 

SECP etc. will appear for audit within fifteen days. The Committee settled the grant with the 

direction that there should be zero excess and zero savings in future. 

AUDIT REPORT PUBLIC SECTOR ENTERPRISES 
FOR THE YEAR 2006-07 

 

EQUITY PARTICIPATION FUND 
1.  i) PARA 36, PAGE 73-ARPSE 

ii) PARA 36.1, PAGE 73-ARPSE 
 

HOUSE BUILDING FINANCE CORPORATION 
iii) PARA 37, PAGE 74-ARPSE 
iv) PARA 37.1, PAGE 74-ARPSE 
v) PARA 37.2, PAGE 75-ARPSE 
vi) PARA 39, PAGE 76-ARPSE 

NON RECOVERY OF DECREED AMOUNT OF LOANS FROM 
RESPONSDENTS/DEFAULTERS RS. 5.547 MILLION 

INDUTRIAL DEVELOPMENT BANK OF PAKISTAN 
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vii) PARA 40, PAGE 77-ARPSE 
viii) PARA 4.1, PAGE 77-ARPSE 
ix) PARA 40.2, PAGE 78-ARPSE 

 
INVESTMENT CORPORATION OF PAKISTAN 
x) PARA 41, PAGE 79-ARPSE 
xi) PARA 41.1, PAGE 79-ARPSE 

xii) PARA 41.2, PAGE 80-ARPSE 
 

PAKISTAN SECURITY PRINTING COPROATION PVT. LIMTIED 
xiii) PARA 42, PAGE 81-ARPSE 
xiv) PARA 42.1, PAGE 81-ARPSE 
xv) PARA 42.2, PAGE 82-ARPSE 

 
STATE BANK OF PAKISTAN 
xvi) PARA 43, PAGE 83-ARPSE 
xvii) PARA 43.1, PAGE 82-ARPSE 
 

The Audit recommended the above paras for settlement. 

PAC DIRECTIVE(07-08-2012) 

The Committee settled the above mentioned paras. 

2. PARA-7.1 (PAGE- 89) AR 2007-08 (FY 2006-07) 
UNRECORDED FEDERAL GOVERNMENT INVESTMENTS – Rs. 49.284 BILLION 
 

Audit pointed out that Investments in companies/corporations are material assets of the Federal 

Government. Different Ministries/Divisions of Federal Government have made significant equity 

investments in various financial and non-financial institutions. Each Ministry is responsible for 

keeping an accurate record of its investments. However, according to Rules of Business 1973, the 

Finance Division is responsible for: Finances of the Federal Government and financial matters 

affecting the country as a whole and Investment policies: Capital issues (Continuance of Control) 

Act, 1947; statistics and research work pertaining to investment and capital. The Finance Division 

is required to coordinate with all Ministries/Divisions, for an accurate and timely reporting of 

investments in various commercial organizations. 

The Audit further pointed out that in the Financial Statements of the Federal Government that the 

information regarding the value of investments is not updated. We have compared the book value 

reflected in the Financial Statements of the individual companies with the book value of 

investments reflected in the Financial Statements of the Federal Government. Audit recommends 

that reconciliation of investments with respective institutions and AGPR is necessary to mitigate 

the risk of record variances. Proper maintenance of investment record is needed. It is 

recommended that the above difference should be properly investigated and balances reconciled.   
 

The PAO stated that the investment was made by the Ministries and they are the shareholders in 

those organizations. The basic responsibility of investment rests upon the Investor/Owners/ 

Ministries of those organizations. However, the Corporate Finance Wing of Finance Division has 

extended working on updating the data in this regard. Ministries will be advised to reconcile their 
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investment figures with AGPR and Finance Division will also collaborate with both of them. 

DAC held on 16.07.2007 recognized that accurate record of investment is the responsibility of the 

relevant Ministry. However, Finance Division will coordinate with all the Ministries to ensure 

that a consolidated record of investments is maintained. 
 

PAC DIRECTIVE (19.07.2011) 

The para was remanded back to the DAC for reconciliation of figures of government investments 

reflected in Financial Statements of the companies and in the accounts of Federal Government 

being undertaken by the Corporate Finance Wing. Report may be submitted to the PAC within 

two weeks time. 

PAC DIRECTIVE (07-08-2012) 

The Committee pended the para. 
 

3. PARA-7.2 (PAGE- 91) AR 2007-08 
DIRECT PAYMENTS BY FINANCE DIVISION WITHOUT AUTHORIZATION OF 
AGPR MAINLY ON ACCOUNT OF ELECTRICITY TARIFF DIFFERENTIAL AND 
ADDITIONAL GST SUBSIDIES – Rs. 58,872 MILLION 

 

The Audit pointed out that paras 5(b) and (c) of the Controller General of Accounts 

(Appointment, Functions and Powers) Ordinance, 2001 provide that Controller General of 

Accounts is responsible to authorize payments and withdrawals from the Consolidated Fund and 

Public Accounts of the Federal and Provincial Governments against approved budgetary 

provisions after pre-audited checks as  the Auditor General may, from time to time, prescribe to 

prepare and maintain accounts of such organizations and authorities established, setup or 

controlled by the Federation or Provinces as may be assigned to him by the President or, as the 

case may be, the Governor of the Province. Scrutiny of records of subsidy paid to KESC and 

WAPDA mainly on account of tariff differential & additional GST revealed that the Finance 

Division withdrew funds by direct payments through State Bank of Pakistan and these were 

credited to Federal Consolidated Fund. The total of Rs. 58,872 million has been paid to KESC 

and WAPDA. 

The Audit further pointed out that Finance Division in the past also made direct payments 

through SBP without authorization of AGPR. The above practice raises doubts over authenticity 

of payments made without prior approval of AGPR and payments made without proper 

supporting documents may result in wrong amount being booked as payments. Audit 

recommends that a proper system of accounting and internal control, as adopted by GoP should 

be followed. The payments should be routed through AGPR so that the claims can be pre-audited 

and the correct figures should be booked in the Finance Accounts. Finance Division will obtain 

concurrence for regular expenditures with CGA & obtain sanctions for exceptional expenditures. 

 

The PAO stated that the Finance Division has been releasing various subsidies to 

WAPDA/PEPCO and KESC by issuing fax messages to SBP followed by sanction letters duly 
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endorsed by FA (Finance), Establishment Division containing detailed object classification. This 

issue was taken up with Auditor General of Pakistan office in November, 2008 and they 

conveyed their consent with the conditions; The procedure of direct payment though SBP may be 

restored to only in cases of extreme and genuine emergencies and it should be done according to 

the procedure laid down by CGA letter No. 200-AC-II/6-52/2000 dated 19.01.2002 and 

thereafter, circulated Budget Wing of the Finance Division letter No. 3(1)B&A/2001-02/789 

dated 29.01.2002. 

The PAO further stated that copies of Auditor General’s office letter No. 206/Report/130C/A/c 

matters/08 dated 01.11 2008 and Controller General of Accounts letter No. 200-Ac.II/6-52/2000 

dated 19.01.2002 have been provided by the Ministry. Record has been verified by Audit. 

PAC DIRECTIVES (19.07.2011) 

The para was settled subject to presentation of the system in practice for direct payment and 

verification by Audit within two weeks time.  
 

Audit recommended the para for settlement. 

PAC DIRECTIVE (07-08-2012) 

The Committee settled the para. 

4. PARA-7.3 (PAGE- 92) AR 2007-08 
EXCESS TEXTILE SUBSIDY – Rs. 4.5 BILLION 

The Audit pointed out that in terms of Section 5(d) of System of Financial Control and 

Budgeting, 2000 the Principal Accounting Officer is responsible for ensuring that the expenditure 

is not incurred in excess of the budget allocation. He shall ensure that payments are correctly 

classified under the appropriate heads of accounts and that departmental accounts are regularly 

reconciled every month with the figures communicated by the Controller General of 

Accounts/Accountant General Pakistan Revenues. Para 5(b) and (c) of the Controller General of 

Accounts (Appointment, Functions and Powers) Ordinance, 2001 further elaborates that 

Controller General of Accounts is responsible to authorize payments and withdrawals from the 

Consolidated Fund and Public Accounts of the Federal and Provincial Governments against 

approved budgetary provisions after pre-audit checks.During the course of audit it was observed 

that the management of Ministry of Commerce had authorized SBP for direct payments to textile 

sector through issuance of Research & Development Support Order, 2005 vide SRO 437(1)/2005 

dated 18.05.2005 in the light of Import and Export (Control) Act, 1950. 

The Audit further pointed out that through aforementioned SRO the management of Ministry of 

Commerce authorized the SBP beyond its jurisdiction for making payment out of Federal 

Consolidated Fund, R&D subsidy amounting to Rs. 5,754 million was paid in 2005-06 in the 

light of the SRO. Ministry of Commerce was well aware of the fact that the payment had to be 

made in 2006-07 for R&D subsidy but no budget was allocated in the Original Grant and a 

Supplementary Grant of Rs. 9,586 Million was issued near year end on 30.06.2007 to partially 
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meet the actual expenditure of Rs. 14,100 million in 2006-07. This Supplementary Grant was 

booked against Grant No. 43 of Finance Division instead of a Grant maintained by Commerce 

Division, no monthly statements/reports of certified payments by the authorized associations and 

details of payment made by the SBP were available, SBP sent only credit memos to AGPR for 

recording of subsidy payments and no other supporting voucher / documents were available as 

evidence that the payments were being made to claimants after proper sanction of expenditure by 

the delegated officer and scrutiny in the provision of subject SRO, no ex-post facto financial 

sanction was issued by the Principal Accounting Officer being sanctioning authority under 

System of Financial Control and Budgeting, 2006, due to issuance of SRO beyond the 

jurisdiction and inconsistent provisions with CGA Ordinance, FTR and GFR the SBP made 

unauthorized payments of more than Rs. 14,100 million in the financial year ended 30.06.2007 

and The R&D subsidy is being paid by SBP after the issuance of Research and Development 

Support Order, 2005 vide SRO 437(1)/2005 dated 18.05.2005 by Ministry of Commerce. 

Through aforementioned SRO management of Ministry of Commerce authorized the SBP beyond 

its jurisdiction for making payment out of Federal Consolidated Fund. Management has replied 

that payment of subsidy without prior sanction of Finance Division is the prime responsibility of 

SBP.  

The PAO stated that SBP disbursed an amount of Rs. 9,585,617,616 as subsidy to the exporters 

of garments, textile and leather footwear from July, 2006 to March 2007 on the authority of SRO 

(issued by the Ministry of Commerce/Textile Industry) backed by ECC decision. We took notice 

of the situation and discussed the matter with the representatives of AGPR and SBP for 

streamlining the system. It was, therefore, decided that non-cash payment sanction would be 

issued against the amount paid by SBP. In view of the decision for issuance of non-cash sanction, 

Supplementary Grant of Rs. 9,585,617,616 was obtained on 24.04.2007 and non-cash sanction 

was issued accordingly. Detail of expenditure of Rs. 14,099,978 million was confirmed by SBP 

after close of the financial year. Hence, after close of FY 2006-07, Supplementary Grant could 

not be obtained for issuance of non-cash sanction. The Finance Division (FA’s Organization) for 

regularization of the expenditure involved within three days and get the record verified by Audit. 

PAC DIRECTIVE (19.07.2011) 

Para was settled subject to regularization of excess expenditure and verification by Audit. 
 

PAC DIRECTIVE (07-08-2012) 
The Committee pended the para. 

 
 
 
5. PARA-7.4 (PAGE- 93) AR 2007-08 

EXCESS EXPENDITURE UPTO ON ACCOUNT OF PAYMENT OF INCOME TAX ON 
BEHALF OF CONSULTANT – Rs. 1.632 MILLION 

 

The Audit pointed out that during the review of accounts involving ADB Loan No. TA 1956- 
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PAK (SF) “Strengthening of Pension, Insurance and Savings Systems”, it was observed that 

management paid a sum of Rs. 1,632,867 as income tax to the income tax department against the 

amounts paid to the Consultant as per details given below: 
 

M/S Sidat Hyder Morshed Associates  

(Rupees) 

S. No. 
Withdrawal 

Application No. 
Amount 

Less out 

of pocket 
Net I.T 6% 

1 4 to 26 19,819,487 1,546,858 18,173,629 1,090,418

2 27 to 29 5,741,729 00 5,741,729 344,504 

3 31 to 33 and 36 3,382,944 83,915 3,299,079 197,945 

 Total 28,943,160 1,630,773 27,214,437 1,632,867

 

The management entered into an agreement with M/s Sidat Hyder Morshed on account of 

Package C of PC-II (4). The face value of the agreement was US$ 485,385 and the firm was paid 

US$ 478,512/82 equal to Pak Rupees 28,944,210. 
  

Audit further pointed out that according to the Income Tax Ordinance, Withholding Tax was 

required to be deducted at source from the Consultant’s invoices. The management paid the 

amounts to the Consultant without deducting tax and paid the same out of GoP account. Thus, the 

amount was incurred in excess against the agreed amount. 

According to Article 1.01 of the Agreement the Government of Pakistan (client) had given 

undertaking to bear the cost of taxes & duties imposed on the Consultant and personnel. The cost 

of taxes & duties was duly provided in the PC-II under the Government of Pakistan Financing for 

the Project. Accordingly the taxes were paid from GoP share. Double payment of income tax may 

be recovered. The matter was discussed with the management on 31.05.2008. It was agreed that 

matter for recovery of the amount will be taken up with the Consultant. Audit recommends an 

early clearance in this regard. 
 

The PAO stated that TA Loan of 1956-Pak was approved by ADB for conducting study for 

“Strengthening of Pension, Insurance and Savings System” which was one of the component of 

ADB’s Financial Market (Non Bank) Governance Program Loan of US$ 260 million. The project 

was divided into three packages according to Project Administration Memorandum of ADB. In 

response to ADB’s advertisement on its website six international firms submitted Expression of 

Interest for consultancy services, out of which following firms were approved by ADB & 

Consultant Selection Committee: 

Package A:  M/s Aries Group Reforms of Retirement Benefits Strengthening of CDNS.  
 

Package B:  M/s Aries Group Strengthening of EOBI. 
 

Package C: M/s Sidat Hyder Morshed Capacity Building of State Life Insurance Corporation. 

 

The contracts to above firms were awarded with the approval of Law Division. 
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He further stated that payment of Income Tax against the payment made to the Consultant was in 

order and covered under Sections 12.01 and 12.02 of the Agreement signed between M/s Sidat 

Hyder Morshad & GoP. Accordingly, no recovery is involved in the case as per provisions of the 

agreement. 

PAC DIRECTIVE (19.07.2011) 

The PAO was directed to verify complete facts of the case viz-a-viz relevant clauses of the 

agreements, and ensure recovery. A report may be submitted to the PAC and Audit in one month.  

PAC DIRECTIVE (07.08.2012) 

The Committee directed to verify the recovery already recovered. The Committee granted one 

month time to recover the remaining amount. 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 
 
Subject:- MINUTES OF THE PAC MEETING HELD ON 20TH JUNE, 2012 

(BRIEFING ON MONETIZATION OF VEHICLES POLICY AND 
FINANCIAL IMPACT) BY THE FINANCE DIVISION   

 

  A meeting of the Public Accounts Committee was held on 20th June, 2012, in 

Committee Room No.2 Parliament House, Islamabad at 02:30 p.m. to discuss the following 

agenda:- 
 

i) Finance Division (Briefing on Monetization of vehicles policy and its 
financial impact)    

 
ii) Cabinet Division (Briefing on Monetization of vehicles policy and its 

financial impact) 
 

 The following Members attended the meeting:- 
 

  Public Accounts Committee: 

 

1. Mr. Nadeem Afzal Gondal,  Chairman 
2. Mr. Muhammad Afzal Sandhu , Member 
3. Mrs. Yasmeen Rehman,   Member 
4. Sardar Ayaz Sadiq,   Member 
5. Ch. Saeed Iqbal,   Member 
6. Mr. Hamid Yar Hiraj,   Member 
7. Mian Riaz Hussain Pirzada  Member 

  8. Mrs. Shahnaz Sheikh,   Member 
9. Mr. Saeed Ahmed Zafar   Member 
10. Mr. Noor-ul-Haq Qadri,   Member 

 

  National Assembly Secretariat: 

   1. Mr. Moosa Raza Effendi  Additional Secretary  
  2. Ms. Roomana Kakar    Deputy Secretary  
  3. Mr. Nisar Ahmad   Section Officer  
  4. Mr. Salamat Ali    OSD     

  Audit: 

1. Mr. Ahmed Rasul Bangash  DAG (CA&E) 
2. Mr. Tahir Saeed    DAG (FAO) 
3. Mr. Manzar Hafeez Mian  DAG (Defence Services) 
4. Mr. Manzar Hafeez Mian,  DAG 
7. Mr. Manzoor Akhtar Malik  Director General  
8. Dr. Asif ur Rehman   Director General 
9. Mr. Kamran Rashid Khan  Director 
10. Mr. Mumtaz Hussain   Deputy Director 
A Number of representatives of Print and Electronic Media were also 
present during the meeting. 
 

2.  The meeting started with the recitation of the Holy Quran. 

3.  The Chairman, PAC welcomed the participants and asked the PAOs Cabinet and 

Finance Divisions to introduce themselves and their team. 
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4. Upon a question raised by the PAC, the PAO, Finance Division, explained that the idea 

of monetization policy of cars allotted to the officers in BS-20 to BS-22 appeared first time before 

the Pay and Pension Committee 2001. The said Committee observed that due to cars allotted to 

the entitled officers in BS-20-22 there was wastage of POL, excessive use of staff cars and heavy 

expenditure on repairs/maintenance work. The Pay and Pension Committee 2009 which was 

chaired by a former Governor, State Bank of Pakistan also recommended the Monetization Policy 

of Vehicles to be extended for the cars with officers BS-19 and no new cars be purchased in future.  

5.  The PAO Cabinet Division also briefed the PAC that the Monetization of 

Vehicles Policy was under consideration of the Government since long to eliminate misuse of 

official vehicles. She informed the PAC that in the first phase it would be enforceable for the 

officers in BS-20 to BS-22. They will be allowed option to purchase the allocated Staff Cars on 

the price to be determined as per following criteria to be evaluated by a Committee constituted in 

each Ministry/Division having representation of Ministry of Finance:- 

a) 15% depreciation for each completed years of life of car on original price 
 

b) 20% depreciation per annum on reduction balance on existing market 
price 

 

c) Minimum depreciated price shall not be less than Rs.200,000 for 1000cc 
& Rs.250,000 for 1300cc vehicle  

 

(The highest value (a, b & c) to be adopted as depreciated price). 

6.  The Committee was informed that the Federal Government enforced the 

“Compulsory Monetization of Transport Facility for Civil Servants in BS-20 to BS-22” with the 

approval of the Prime Minister. The Policy was implemented w.e.f 1st January, 2012. The 

Committee was also informed about the aims and the objective of the policy. It was stated that the 

policy was framed on basis of recommendations of Finance Division, approved by Federal 

Government and announced at the time of presentation of Budget 2011-12. The basic objectives 

of policy was to eliminate misuse of officials vehicles and to curtail maintenance expenditure of 

vehicles used for operational duty purposes. The basic parameters of the policy were also 

explained that this policy would be applicable to Civil Servants BS-20 to BS-22 working in 

Ministries/Divisions/ Departments and Subordinate Departments. On the basis of expenditure 

being incurred on provision/maintenance of official transport, entitled officers are allowed 

following transport monetization allowance, per month:- 
 

BS-22 BS-21 BS-20 

Rs.95,910/- Rs.77,430/- Rs.65,960/- 
 

7.  The services of drivers have been offered to officers on optional basis on 

deduction of Rs.10,000/- per month.  
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8.  The vehicles rendered surplus due to enforcement of policy were to be 

surrendered to the Cabinet Division with a certificate by the Principal Accounting Officer. 
 

9.  The Principal Accounting Officer (PAO) of each Ministry/Division will be 

responsible for strict observance of policy and will obtain a Certificate from each entitled officer 

including himself/herself that they are not in possession or using:- 

 Any Project vehicle;  
 Departmental Operational/General Duty vehicle; 
 Any vehicle of an organization or body corporate in ex-officio capacity, 

except the only vehicle allocated through this monetization policy 
10.  The Public Accounts Committee after hearing the presentation, decided to 

constitute a Monitoring Committee comprising of the following:-       
 

i) Secretary, Finance Division,  Chairman of the Committee  
ii) Secretary, Cabinet Division    Member   
iii) Secretary, Establishment Division  Member  

 

11.  The PAC directed that the Committee would examine the following issues:- 
 

i) The difference of “Financial Impact” caused during first six months 
period from 1st January, 2012 and last six months period from 1st July, 
2011.  

 

ii) The difference of “Expenditure incurred on Pool Vehicles” during the 
said period.  

 

iii) To find out the reasons of not submitting the monthly report on the 
expenditure relating to the CNG, POL and the repairs/maintenance of 
operational/general duty vehicles by the PAOs to the Cabinet Division 
and Finance Division.  

 

iv) The present status of Transport Rules 1980 in view of the existing 
Monetization of Vehicle Policy. 

 

v) To look into the matter in the light of Monitoring System and fix 
responsibility upon those who have misused the Policy for Monetization 
of Transport Facility for Civil Servants (BS-20 to          BS-22). 

 

12.   The PAC directed to submit a comprehensive report within one week to the PAC 

on the above mentioned issues/directions. 
 

13.  Further, the PAC also observed that information being furnished by the 

Ministries and Divisions, about vehicles did not reflect required information about the Project 

Vehicles and their use under those Ministries and Divisions.  
 

14.  The PAC expressed concern on such incomplete replies from some Ministries 

and Divisions. Therefore, it was directed that complete information with regard to all Project 

Vehicles working under the administrative control of Ministries/Divisions for the last five years 

may also be provided. The Committee also decided that if Umbrella Projects had been closed, the 

certificates of handing over and taking over of project vehicles be provided to the PAC. 
 

15.  The meeting adjourned with a vote of thanks.    

 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 
 
Subject: ACTIONABLE POINTS OF THE PAC MEETING HELD ON 27th NOVEMBER 

2012 REGARDING NOT AUDITING OF ACCOUNTS BY THE PAKISTAN 
POVERTY ALLEVIATION FUND UNDER THE M/O FINANCE. 

 
 A meeting of Public Accounts Committee (PAC) was held on                            

27th November 2012, in Committee Room No. 2, Parliament House, Islamabad, to discuss the 

issue of refusal of Pakistan Poverty Alleviation Fund under the Ministry of Finance to have their 

accounts audited by the Office of the Auditor General of Pakistan. 

  Audit pointed out that some departments were not permitting audit of their 

accounts by the Office of the Auditor General of Pakistan as required under the rules which 

includes Pakistan Poverty Alleviation Fund.  

The Senior Group Head (PPAF) Mr. Ahmad Jamal informed the Committee that 

the account of PPAF is carrying out their accounts audited by the Office of the Auditor General 

of Pakistan. 

 The audit also informed the PAC that they have correspondence with PPAF on 

the subject and consequently they have agreed to get their accounts audited from the month of 

February, 2013 by the Office of the Auditor General of Pakistan. 

 

PAC DIRECTIVE (27-11-2012) 

The Committee directed the PAO to give in writing to the PAC of his commitment that they will 

get their accounts audited from the Office of the Auditor General of Pakistan. The Committee 

further directed that since Pakistan Poverty Alleviation Fund was ready for complete audit of its 

accounts, the department may be excluded from the list of non compliant Departments. 

 
 
 
 

******* 
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NATIONAL ASSEMBLY SECRETARIAT 
 
 

Subject: GOVERNMENT DEPARTMENTS, AUTONOMOUS BODIES/SEMI-AUTONOMOUS 
BODIES AND PUBLIC SECTOR ENTERPRISES REFUSING STATUTORY AUDIT 
BY THE OFFICE OF THE AUDITOR GENERAL OF PAKISTAN 

    

A meeting of the PAC was held on 13-12-2012 on the subject citied above under the 

Chairmanship of Honourable Mr. Nadeem Afzal Gondal, MNA in Committee Room No-2, 

Parliament House, Islamabad. The list of participants is attached. 

     The PAO explained that Pak-China Investment Company Limited (PCICL) was 

established on 27th July, 2007 in pursuance of a Joint Venture Agreement between Government of 

Pakistan and People Republic of China. The authorized share capital of the Company is US $ 200 

million which was to be contributed equally by both sides. China Development Bank(CDB) and 

Ministry of Finance have paid three tranches totaling of US $ 67 million each towards its equity 

during the years 2007-2008 and 2009. The paid up capital of the Company as on 31-12-2011 

stood at Rs. 7400 million. The Finance Minister is the Chairman of the BOD and Managing 

Director is from CDB, China. 

 Sometimes back, Director, Commercial Audit requested Pak-China Investment Company 

Limited (PCICL) to arrange audit of the Company by the Director General, Commercial Audit. 

 PCICL referred the matter to Finance Division with the following observations:- 

i) GOP is only 50 % shareholder and remaining 50% shares are owned by 
China Development Bank. 

ii) Company regularly fulfills its legal obligations of carrying out all 
statutory audit and submit the returns to the concerned regulatory 
authorities in Pakistan. 

iii) Contemplated audit by the Office of the DG, Commercial Audit, seems 
to be ultravires and beyond their scope of jurisdiction. 

 After briefing the Audit explained that after the 18th amendment the Constitution of 

Pakistan, the audit of all Institutions/ Autonomous Bodies/Corporate etc where Government 

money involved had become mandatory of the Department of Auditor General of Pakistan. 

The Committee also had the same point of view and referred the matter to the Committee 

already constituted on the subject matter. 

PAC DIRECTIVE (13-12-2012) 

The Committee directed the PAO to settle the issue within one week, in the Committee already 

constituted under Deputy Auditor General. 

The meeting ended with a vote of thanks to and from the Chair. 

 

******** 
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NATIONAL ASSEMBLY SECRETARIAT 
 
Subject: MINUTES OF THE PAC MEETING REGARDING PROCEDURE OF 

ISSUANCE OF  FISCAL SROs BY VARIOUS MINISTRIES/DIVISIONS. 
 

 A meeting of Public Accounts Committee (PAC) was held on 18th December 2012, in 

Committee Room No. 2, Parliament House, Islamabad, to discuss the matters related to issuance 

of SROs having fiscal implications. List of participants is attached. Khawaja Sohail Mansoor, 

MNA/Chairman, standing Committee of Finance, Revenue, Planning & Development and the 

Deputy Chairman, Planning Commission also participated as special invitees.  
 

  The Chairman PAC said that the powers to levy taxes rested with the Parliament, which 

had delegated certain powers to the executive to ensure smooth day to day working of the 

Government. It was expected that these delegated powers would be exercised in a transparent and 

judicious manner. However, it appeared that these powers were being exercised in arbitrary and 

non-transparent manner, benefiting certain individuals or companies at the expense of others. 

Since the SROs in many cases gave tax exemptions, they had the impact of reducing government 

revenues which ultimately restricted public service delivery by the Government.  
 

The Deputy Chairman Planning Commission (DCPC) briefed the Committee that since 

1988, tax reform had been a major element of all the reform programmes agreed between the 

Government and IMF. The programmes aimed at increasing the tax-GDP ratio, which has 

remained very low in Pakistan. These efforts to increase the ratio have however remained 

unsuccessful, mainly due to the exemptions granted through SROs. This has in turn led to lower 

economic growth and lower competitiveness in the market. 

New industry cannot grow in an atmosphere where monopolies are created through arbitrary 

favours. There was, therefore, a need to dispense with the SRO culture and create an atmosphere 

of certainty, where investors can plan their investments on long term basis. 
 

The Representative of Finance Division stated the Finance Division had issued only one 

SRO with fiscal impact in the recent past, which related to changes in policy of encashment of 

earned leave of government employees. He also stated that FBR issued SROs under the powers 

delegated to them. It needed to be investigated if the powers had been exercised arbitrarily, in 

which case these powers may be withdrawn.  

The Auditor General explained that the intent of delegation of powers was clear, which 

was to facilitate day to day running of the government. Parameters are set out in the law. The 

audit watches the process on behalf of the government and can point out if the powers are 

exercised arbitrarily.  
 

FBR representatives explained that the powers delegated to them were not absolute. 

Other Ministries/Divisions/institutions are consulted in the process. Exemptions are granted after 

careful examination. Also the present management of FBR was in favour of doing away with the 
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SRO related powers. A study was underway to quantify the exemptions, which would be 

completed by 2nd January, 2012, which will also be submitted to the PAC. They however 

cautioned that all the exemptions cannot be done away with overnight. They need to be tapered 

off over time.  
 

The Secretary Industries Division stated that SROs were the greatest hurdle in the way of 

having a consistent policy, which was extremely important for the growth and development of 

industry in the country.   
 

Members of the Committee observed that the total fiscal impact of SROs was around six 

hundred and fifty billion. Only a few exemptions were genuine, which related to flood affectees. 

The local industry had been destroyed. Luxury items had been exempted. Monopolies had been 

created. Government officials could afford lavish lifestyles because  

of these holes in the system. It was also observed that the procedure of issuance of SROs was not 

transparent and paper companies were being paid refunds of millions of rupees.  

Parliament was not taken into confidence in the matter.  
 

After detailed deliberations the Committee concluded that there was need for further 

technical level input to come at a conclusion which is in the best interest of the country and made 

the following recommendations/Directives. 

PAC DIRECTIVE (18-12-2012) 
 

 The PAC constituted a Committee under the Chairmanship of Deputy Chairman 

Planning Commission, comprising the representatives of the Finance Division, M/o Commerce, 

M/o Industries, FBR, BOI and National Tariff Commission. This report would include the details 

of the forty two audit paras on the subject. The Committee would look into the whole exemption 

regime and suggest the way forward with a view to minimize SROs in future. The Committee 

would submit its report to the PAC Secretariat within two weeks. 
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MINISTRY OF FOREIGN AFFAIRS 
2006-07 

 
14. OVERVIEW 

 
Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the Foreign 

Affairs were examined by the Public Accounts Committee on 11th September, 2012 and 

subsequently on 10th January, 2013.  
 

14.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations to amend rules, ensure 

transperancy and strictly follow the Government rules and submit a report about sale of 

land of Pakistani Embassies in Jakarta and Tokyo and nominal rates. 
 

14.2      Five grants and twenty eight paras were presented by the AGPR and Audit. 
 

14.3 All grants were settled on the justification given by the PAO. The Committed settled 

thirteen paras after long deliberations.   
 

14.4  The Committee directed the present management to further strengthen their financial 

systems so that there should be zero saving and zero excess in future. 
 

14.5 Some of the recoveries were also made during the series of PAC meeting, the committee 

directed the PAO  to recover the remaining amount in the time limit given by the PAC 

and verify recovery from the Audit and the name of such employees be placed on ECL. 

14.5 Regarding pending court cases PAC was informed 15 cases were pending in court. 

14.6 The PAC informed by the PAO  Mr. Jaleel Abbas Jillani that restoration of NATO supply 

was in the interest of Pakistan because it was necessary for providing way out for ISAF 

stationed in Afghanistan.  
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MINISTRY OF FOREIGN AFFAIRS 
ACTIONABLE POINTS 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 11th of September 2012 and subsequently on 10th January, 2013, regarding Appropriation 

Accounts and Audit Report on the accounts of Ministry of Foreign Affairs for the year and    

2006-07 were summarized below:-  

APPROPRIATION ACCOUNTS FOR THE YEAR 2006-07 

1. GRANT NO. 52-MINISTRY OF FOREIGN AFFAIRS (HEADQUARTER) 

The AGPR pointed out that the actual grant worked out to Rs. 503,431,000 aginst which 

expenditure of Rs. 492,010,014 was incurred resulting in a saving of Rs. 11,420,986/- which is 

2.27% of the overall budget. 

The PAO stated that the saving was due to the fact that amount specified for ATDC (Afghan 

Transit Trade Cell) could not be utilized due to uncertain situation in Afghanistan, due to the non-

submission of fewer claims for re-imbursement before the closure of financial year. The excess 

occurred due to purchase of computers accessories for use in the Ministry & Pak Missions 

abroad.  

PAC DIRECTIVE (11-09-2012) 

The committee settled the grant with the direction that there should be zero excess and zero 

saving in future. 

2. GRANT NO. 53- FOREIGN AFFAIRS (MISSION ABROAD) 

The AGPR pointed out that there was saving of Rs. 35,046,280/- which worked out 0.69% of the 

final grant under demand No. 53-Missions Abroad. 

The PAO stated that the saving was due to ban imposed by the Government on observation of the 

Pakistan day at Mission abroad, due to strict financial measures taken by the Ministry / Head of 

Mission abroad and due to less utilization of funds meant for construction work in Pakistan 

Mission abroad. The excess was mainly due to opening of new Mission and filling of some 

vacant posts, due to payment of end of service gratuity and other benefits to the entitled retired 

local based employees and due to heavy expenditure on repair / maintenance of old HOM’s or 

staff cars and other machinery / equipments and Government owned buildings in the Mission 

abroad.  

PAC DIRECTIVE (11-09-2012) 

The Committee settled the grant. The Committee directed that a detailed report be furnished 

within three days regarding those Missions of Pakistan which are being maintained without any 

significant activity and return for Pakistan. 

3. GRANT NO. 54 (OTHER EXPENDITURE OF FOREIGN AFFAIRS DIVISION 
(CHARGED) 

 

The AGPR pointed out that saving of Rs. 101,856,848/- was due to less visits made by the 

President than anticipated owing to domestic political situation after March, 2007. 
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The PAO stated that there was saving of Rs. 101,856,848/- under head of Account A03912-

Delegation Abroad (President’s visits abroad) (charged) due to visits made by the President than 

anticipated owing to domestic political situation after March, 2007. 

PAC DIRECTIVE 

The Committee settled the grant with the direction that there should be zero excess and zero 

saving in future. 

4. GRANT NO. 54 (OTHER EXPENDITURE OF FOREIGN AFFAIRS DIVISION) 
(OTHER THAN CHARGED) 

The AGPR pointed out that there was saving of Rs. 114,830,838/- million under the Head of 

Account A03-Operating Expenses (Other Than Charged). 

The PAO stated that the saving was due to there were less visits of Prime Minister abroad than 

anticipated due to domestic situation after March, 2007, due to non receipt of demand for 

Pakistan’s share to UN and other International organization and due to most of the bills were not 

timely received in the Ministry and obviously not submitted to the office of CAO for payment 

due to this reasons funds had been saved under this account.  

The excess was due to sufficient funds were not provided under this head (Probationers NIPA 

training etc.), as per Prime Minister’s directive Ministry of Foreign Affairs deputed two officers 

for MIIP programme at John Hopkins University Washington, expenditure on account of 

payment of tuition fee, accomadation etc was required to be met from this head.  

PAC DIRECTIVE (11-09-2012) 

The Committee settled the grant. 

5. GRANT NO. 167-CAPITAL OUTLAY ON WORKS OF FOREIGN AFFAIRS DIVISION 
 

The AGPR pointed out that there was net saving of Rs. 40,237,230/- which worked out to 35.95% 

of the final grant under demand No. 167-Mission Abroad.  
 

The PAO stated that the saving was due to the fact that the expenditure expected to be incurred 

could not incurred during the year 2006-07, due to the fact that various bills were returned un-

passed due to non fulfillment of codal formalities and due to the recovery of retention money. 

The excess was due to enhancement of pay during the year 2006-07 by the Government of 

Pakistan and resulting at that time intensifying of the expenses which could not be anticipated.  

PAC DIRECTIVE (11-09-2012) 

The Committee settled the grant.  

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF FOREIGN AFFAIRS 
FOR THE YEAR 2006-07 

 

1. PARA-1.1 PAGE-1 AR 
NON-ADJUSTMENT OF ADVANCES OF RS. 22.777 MILLION FROM GOVERNMENT 
EMPLOYEES 
 

The Audit pointed out that as per the provisions of para 269 of GFR, Vol.-I, the adjustment of 

advances drawn by Government employees were required to be made upon return of the 

Government servant to headquarters or 30th June whichever is earlier. Similarly, as per Rule 668 

of FTR, Vol.-I, advances granted under special orders of competent authority to Government 



 
 

171 
 

officers for departmental or allied purposes are subject to adjustment by submission of detailed 

accounts supported by vouchers or by refund, as may be necessary. 

Audit further stated that in the following nineteen cases advances amounting to Rs. 22.777 

million on account of TA/DA, transportation charges and purchase of air tickets were paid to 109 

officials during the period from 2004-05 to 2005-06 by the Ministry of Foreign Affairs at HQ and 

Missions abroad. However, the advances have neither been adjusted nor recovered from the 

officials, till the time of audit despite lapse of a considerable period. 
 

Non-adjustment of advances in violation of laid down rules and despite the lapse of permissible 

period, tantamount to undue favour to the individuals. Ministry was requested to take up the issue 

on priority and ensure adjustment of long outstanding advances. The concerned officials have 

been asked to get the advances adjusted and confirmed from CAO. 

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to recover the remaining amount from all the concerned 

officers within one month and verified recovery from the Audit. The Committee directed the PAC 

Secretariat to write letter to PAO M/o Foreign Affairs, M/o Interior and AGPR for recovery of all 

advances TA/DA through pay/pension of the officers and if need be, process of recovery under 

the Land Revenue Act. be also initiated. The name of such employees be placed on ECL. 

2. PARA-1.2 PAGE-2  AR 
NON-ADJUSTMENT OF ADVANCES GRANTED TO THE VARIOUS WINGS OF THE 
MINISTRY OF FOREIGN AFFAIRS FOR MISCELLANEOUS PURPOSE RS. 138.48 
MILLION 
The Audit pointed out that in term of para 668 of GFR-Vol-I, advances granted under special 

orders of competent authority to Government officers for departmental or allied purpose may be 

drawn on the responsibility and receipt of the officers for whom they are sanctioned, subject to 

adjustment by submission of detailed account(s) supported by vouchers or by refund, as may be 

necessary.  
 

The Audit further pointed out that This is a violation of above referred rule on the part of 

management. Adjustment of advances be made and got verified from audit. 
 

The matter has been taken up with the concerned Directorate and the office of the CAO for 

adjustment of advances. 

The issue was discussed in the DAC meeting held on 8.5.2008. The view point of audit was 

upheld and DAC directed the Ministry to direct concerned Directorate to get the amount adjusted 

immediately.  No progress towards adjustment of advances has been reported by the Ministry till 

finalization of the audit report. (Para 44 MOFA 2005-06) 

The PAO explained that the Africa directorate granted the advances to various Ministries and 

Department for procurement and export of rice to African countries under assistance programme. 

The TCP has provided the adjustment for Rs. 47.178 million for rice donated to Niger (2005) and 
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Kenya (2007). The details of remaining adjustments have not been provided to the Ministry 

despite several reminders. 

As the action (adjustment of advances) lies on part of other Ministries over which we have no 

control, this Para may be transferred to concerned Ministries.   

PAC DIRECTIVE (11-09-2012) 

The para was pended. The Committee directed the PAO that no posting be made without 

clearance of TA/DA advances in future. The amount be recovered within fifteen days from the 

Officers of M/O Foreign Affairs and within one month from the Officers of other departments. 

The Committee directed the PAC Secretariat to write letter to PAO M/o Foreign Affairs, M/o 

Interior and AGPR for recovery of all advances TA/DA through pay and pension of the officers 

and if need be, process of recovery under the Land Revenue Act. be also initiated.  The name of 

such employees be placed on ECL. 

3. PARA-1.3 PAGE-3  AR 
PAYMENT OF RS. 8.698 MILLION IN EXCESS OF THE ENTITLEMENT ON 
ACCOUNT OF TA/DA AND ALLIED CHARGES TO OFFICIALS AT HEADQUARTERS 
AND MISSIONS ABROAD 
The Audit pointed out that as per para 11 of GFR Vol.-I, each Head of Department is responsible 

for enforcing financial order and strict economy at every step. He was responsible for ensuring 

observance of all relevant financial rules and regulations by the disbursing officers.  

In violation of the above rule, the Ministry of Foreign Affairs at Headquarters and in Missions 

abroad paid a sum of Rs. 8.698 million to gazetted and non-gazetted officers/officials on account 

of traveling allowance/daily allowance, pay and allowances etc. over and above their entitlement. 

The details are mentioned below: 

The unauthorized payment of Rs. 8.844 million should be immediately recovered from all 

concerned and got verified from Audit. Besides disciplinary action should be initiated against 

those responsible for making excess payments and internal controls be strengthened to avoid such 

excess payments in future. 

All concerned missions have been asked to recover the excess payment, where due, from the 

concerned officials. 

The issue was discussed in the DAC meeting held on 8.5.2008. The view point of audit was 

upheld and it was decided that the recovery may be made from all concerned.  

No progress towards recovery has been shown by the ministry till the finalization of audit report. 

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to recover the outstanding amount from the officers of M/O 

Foreign Affairs within 15 days and within one month from the officers of other departments. The 

Committee directed the PAC Secretariat to write letter to PAO M/o Foreign Affairs, M/o Interior 

and AGPR for recovery of all advances TA/DA through pay/pension of the officers and if need 

be, process of recovery under the Land Revenue Act. be also initiated.  The name of such 

employees be placed on ECL. 
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4. PARA-1.4 PAGE-5  AR 
UNAUTHORIZED PAYMENT OF 70% TRANSPORTATION CHARGES RS. 219,224 
 

The Audit pointed out that as required vide para 11 of GFR Vol.-I, a Head of Department is 

responsible for enforcing financial order and strict economy at every step. He is also responsible 

for ensuring observance of all relevant financial rules and regulations by the disbursing officers. 
 

In violation of above rule the Ministry of Foreign Affairs (HQ) and two Pakistani Missions abroad 

paid a sum of Rs. 219,224 to gazetted and non-gazetted officers/officials on account of 70% 

transportation charges in excess of their entitlement during the period 2003-06.  
 

The unauthorized payment of Rs. 219,224 needs to be recovered from concerned officials. 

PAC DIRECTIVE (11-09-2012) 

The Committee settled the para to extent of amount recovered. The Committee directed to 

recover the remaining amount within one week. 

5. PARA-1.5 PAGE-6  AR 
UNAUTHORIZED EXPENDITURE OUT OF SUMPTUARY ALLOWANCE RS. 285,005 
 

The Audit pointed out that according to Para 4.37 of FMMA Vol. II, alcoholic drinks should 

not be served at official parties given by Missions abroad. Similarly as per para 4.42 (IX), 

purchase of alcoholic beverages for any purpose out of Sumptuary Allowance or any other 

government allocation is not permissible. 

The Audit further stated that  contrary to the above, Pakistani Mission at UN, New York incurred 

a sum of  Rs. 285,005 on the purchase of alcoholic beverages and on entertainment while on tour 

outside the country of posting. 

The expenditure incurred on the purchase of prohibited and banned items is held unauthorized 

and is required to be recovered from the officer concerned.  

The amount was being recovered. Particulars of recovery will be intimated to audit for settlement. 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that the recovery may be made from the officer concerned.  

No progress towards recovery has been shown to audit till the finalization of the audit report. 

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to recover the remaining amount within one month. 

6. PARA-1.6 PAGE-7  AR 
OVERPAYMENT OF FOREIGN ALLOWANCE DUE TO ADOPTION OF INCORRECT 
RATE OF EXCHANGE YEN 1.766 MILLION (RS. 1.104 MILLION) 
The Audit pointed out that the Pakistan Mission at Tokyo made excess payment of Yen 1.766 

million on account of foreign allowance by adopting incorrect rate of exchange between dollar 

and yen during 7/05 to 6/06 in excess of prescribed limit to twenty one officers and officials. 

Overpayment of foreign allowance needs to be recovered from all concerned officers/officials. 

The PAO explained that the Foreign Allowance paid to the officers of Mission at Tokyo during 

the period in question was calculated on the basis of Govt. instruction contained vide MOFA 

letter No.Rules-11/11/92 dated 07.06.1994, which protected the Japanese Yen –US$ exchange 
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rate at Yen 125.90 per Dollar. Once the Dollar-Yen exchange rates has been protected / 

determined, the Dollar-Rs. exchange rate becomes redundant as the Foreign Allowance is fixed in 

US Dollars. 

The reply of the PAO was not acceptable since instructions of the Finance Division were not 

implemented in their exact spirit. 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that the Ministry will examine the relevant record and will intimate 

Audit about the factual position.  

No progress has been received till finalization of the audit report. (Para 10 of AIR Tokyo 2005-06) 

The Ministry of Foreign Affairs vide their letter No. Rules-11/11/92 dated 7/6/1994 had protected 

the Japanese Yen-US Dollar exchange rate at Yen 125.90 per dollar. This protected rate of 

Exchange was fixed with the concurrence of the Finance division issued vide their U.O No. 

F.15(I)/R-5/93-371 dated 29/5/1994.The protected rate of Exchange is applied only to the Foreign 

Allowance component of salary(On the basis of TT buying rate obtained from the National Bank 

of Pakistan on first day of every month). 

DAC recommended the para for settlement in its meeting held on 02-06-2012.  

PAC DIRECTIVE (11-09-2012) 
The Committee settled the para.  

7. PARA-1.7 PAGE-7  AR 
UNAUTHORIZED PAYMENT OF OVERTIME ALLOWANCE £ 3,056 (RS. 339,094) 
The Audit pointed out that the Para 2.19 provides that no claim against the Government not 

preferred within six months of its becoming due can be presented without an authority from the 

Chief Accounts Officer.  

Audit further stated that contrary to the above provision, Pakistani Mission at Manchester paid an 

amount of £ 3,056 in February 2006 to a driver on account of overtime performed in March 2002 

to November 2002 almost after four years. The payment was held unauthorized on the ground 

that no authority from CAO was available for payment of overtime at such belated stage.  

The matter needs justification besides regularization from the competent authority. 

The PAO replied that the mission made the mandatory payment of the outstanding overtime bill 

of Ex-Driver for the duties actually performed by him and after receipt of instructions from the 

Ministry and Pahic London. 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that the relevant record of the case along with concurrence of the CAO 

regarding acceptance of time barred claims be provided to Audit for verification.  

No record has been provided to audit for verification till the finalization of audit report. (Para 5 of 

Manchester 2005-06) 

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to regularize the expenditure from the Finance Division within 

one month. 



 
 

175 
 

8. PARA-1.8 PAGE-8   AR 
UNAUTHO RIZED PAYMENT ON ACCOUNT OF MOBILE PHONE CHARGES RS. 1.013 MILLION 
 

The Audit pointed out that in accordance with Cabinet Division, U.O.No.2/21/89 dated: 

05/09/1999 (Para 8.37 of FMMA Vol-II) and O.M.No.3/1-1/STC/2003-GC dated September 22, 

2003, payment of mobile phone charges at government expenses is only allowed to specifically 

authorized Heads of Missions. The ontrary to the above, following Pakistan Missions incurred an 

expenditure of Rs. 1,013,002 on account of mobile telephone charges in respect of twenty six non 

entitled officers.  

Audit recommends for immediate recovery of unauthorized payments from all concerned 

officers/officials.  

DAC recommended the para for settlement on 07-06-2012 

PAC DIRECTIVE (11-09-2012) 

The Committee settled the para. 

9. PARA-1.9 PAGE-9  AR 
NON-RECOVERY ON ACCOUNT OF UTILITY CHARGES RS. 281,845 
The Audit pointed out that a Head of Mission is required to pay 25% share of utility bills 

(electricity, gas, water) and other officers/officials shall pay services and other tenant’s charges 

themselves as required vide para 8.20 and 8.22 of FMMA Vol-II respectively. In cases where 

house rent bill includes services and tenant’s charges for heating, electricity and water, recovery 

should be made from the occupant concerned @ 2% each of monthly rent for heating, lighting and 

water charges. These rates shall also apply to hotel accommodation. 

In the following four Missions, the payment of rent of hired accommodation inclusive of heating 

charges was made, which were to be borne by the occupants and not by the Government. 

Similarly, recovery on account of share of utility charges as envisaged above was also not made 

from the occupants.  The recovery of Rs. 281,845 as above may be made from the concerned 

officials and deposited into the Government account. The officers concerned have been asked for 

the recovery of utility charges where due. 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that recovery may be made from all concerned and got verified from 

CAO under intimation to Audit. DAC noted that CAO has confirmed that remaining amount has 

been recovered/withheld from the pension of the officer, DAC recommended the para for 

settlement. 

PAC DIRECTIVE (11-09-2012) 
The Committee settled the para. 

10. PARA-1.10 PAGE-10  AR 
LESS DEDUCTION OF INCOME TAX FROM CONTRACTORS RS. 2.271 MILLION 
 

The Audit pointed out that according to clause (C) of sub section 153 of Income Tax Ordinance 

2001, income tax @ 6% of the gross payable amount was to be deducted from the contractors at 

the time of payment.  
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Audit further stated that contrary to the above, in the following cases Ministry of Foreign Affairs 

deducted less amount of income tax from the bills of contractors as detailed below: 

Less deduction of income tax may be justified besides recovery of Rs. 2,270,569 from the 

concerned contractors.  

The matter is under correspondence between concerned Directorates of the Ministry. 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that the short recovery of income tax may be made good from the 

contractors concerned.  

No progress towards recovery from the contractors had been reported by the Ministry till 

finalization of the audit report.  

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to recover the amount within one month. 

11. PARA-1.11 PAGE-11  AR 
UNAUTHORIZED REIMBURSEMENT OF MEDICAL CHARGES ON ACCOUNT OF 
NON ADMISSIBLE ITEMS RS. 682,015 
The Audit pointed out that according to para 6.9 of FMMA Vol-II, dental implants, orthodontic 

appliances bridging crowning and provision of dentures were not included in the dental treatment. 

Similarly para 6.54 and 6.55 provides a list of non reimbursable items.  

In the following cases, Pakistan Missions abroad incurred an expenditure of  

Rs. 682,015 on payment of non admissible items. 

It was required that the cost of non permissible items may be recovered from the officers and 

officials concerned.  

The concerned officers and official have been asked to refund the amount where due. 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that Ministry should expedite recoveries of non admissible items from 

all concerned.  

No progress towards recovery had been reported by the Ministry till finalization of the audit 

report.  

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to recover the balance amount within fifteen days. The 

Committee further directed that the Accountant General of Pakistan and the PAO M/O Foreign 

Affairs are to hold joint meeting to address the issue. 

 
 
12. PARA-1.12 PAGE-12  AR 

WASTEFUL EXPENDITURE ON PAYMENT OF CONSULTATION CHARGES TO 
THE AUTHORIZED MEDICAL ATTENDANT KD 1,662 (RS. 326,924) 
 

The Audit pointed out that Finance Division approved the adaptation of mandatory medical 

insurance as per requirement of the Kuwait Government as circulated vide MOFA fax message 

No. Rules-16/14/97-Pt. dated 16 June 2005. However, in the same letter the proposed 
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appointment of AMA for the Embassy was not endorsed.  In disregard to the Finance Division 

orders, Pakistan Mission at Kuwait appointed an authorized medical attendant (AMA) and paid a 

sum of KD 1,662 on account of consultation charges during 2005-06, which was held 

unauthorized.  

It was required that the matter may be investigated and responsibility be fixed for wastage of 

Government money. The irregular expenditure may either be got condoned from the Finance 

Division, or recovery be effected from the officer responsible for irregular appointment of AMA. 

DAC held on 07-06-2012 also recommended the para for settlement. 

PAC DIRECTIVE (11-09-2012) 

The Committee settled the para. 

13. PARA-1.13 PAGE-13  AR 
UNAUTHORIZED PAYMENT OF MEDICAL CHARGES RS. 2.733 MILLION 
The Audit pointed out that para 9.29 (vi) and (Vii)_of the Financial Management in the Mission 

abroad Vol II provides that medical treatment abroad shall be made available in those cases 

where such treatment was not available within the country of posting. In respect of the family 

members of government servants, the government will contribute to a maximum of US$ 7500 in 

each case. 

The expenditure incurred without sanction of the competent authority in violation of prescribed 

rules, may either be recovered or got regularized from the competent authority. The mission made 

the payment on the basis of approval of the Ministry and subsequent special remittance. However, 

the Ministry will take up the matter with Health and Finance Division for their concurrence and 

regularization. 

The issue was discussed in the DAC meeting held on 10.5.2008. The Ministry explained that the 

expenditure was incurred with the approval of the then Prime Minister. It was accordingly 

decided that the approval of Prime Minister may be provided to audit for verification. 

The approval of Prime Minister had not been shown to audit till finalization of the audit report. 

The Prime Minister Secretariat (Public), FSA Wing, communicated the permission of the Prime 

Minister on 4th Feb, 2006 for the medical treatment of Mr. Omair Iqbal S/o Mr. Iqbal Haider. 

Copy of the sanction and other relevant documents are sent to Foreign Audit on 24/5/2012 for 

settlement of the Para. 

PAC DIRECTIVE (11-09-2012) 

The Committee settled the para on the recommendation of the DAC. 
 

 
14. PARA-1.14 PAGE-13  AR 

LESS RECOVERY OF ROOM RENT AND AC CHARGES FROM THE OFFICERS 
RESIDING IN GOVERNMENT HOSTELS - RS. 1.036 MILLION 
 

The Audit pointed out that as per Ministry of Housing and Works letter No. F.14 (18) 9/E-

III/Admn of July/92, the room rent at a Government hostel was fixed at Rs. 40 and Rs. 75 (per 

night) for single room and family suite respectively. Contrary to the above, the officers of the 

Ministry residing in Foreign Office Hostel and Ghazi Illamdin Shaheed Hostel are paying rent @ 
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Rs. 25 per day per room and Rs. 40 & 50 per day including AC charges for summer season. This 

resulted in less recovery of Rs.1,036,366 as calculated below from 151 officers during the year 

2005-06. 
 

Recovery of Rs. 1,036,366 should be effected from all concerned. 

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to recover the remaining amount within fifteen days otherwise 

take appropriate action against the concerned officers. 

15. PARA-1.15 PAGE-14-AR 
NON-RECOVERY OF SECURITY DEPOSIT OF RS. 258,300 

 

The Audit pointed out that the officers/officials posted at Pakistan Missions abroad are required to 

ensure refund of the security deposit from the landlord at the time of vacation of house occupied 

by them as per Government instructions.  
 

In the following cases, the security deposit amounting to US$ 4,100 was not recovered by the 

mission at the time of vacation of residences:- 
 

It is required that the amount of security deposit may be recovered from the landlords or the 

officials concerned under intimation to audit.  The security deposit has partly been refunded by 

the officers and the remaining amount will be recovered from the official concerned. 
 

However no documentary evidence of the refunded amount was provided to audit. 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that the Ministry should get confirmation of refund from CAO 

otherwise recovery be effected. No confirmation towards recovery has been reported by the 

Ministry/CAO till finalization of the audit report.  

PAC DRECTIVE (11-09-2012) 

The Committee settled the para subject to verification of recovery from the Audit within one 

month. 

16. PARA-1.16 PAGE-15  AR 
OVER PAYMENT OF RS. 998,014 TO OFFICERS/OFFICIALS ON ACCOUNT OF 
EDUCATION SUBSIDY 
 

The Audit pointed out that under para 5.33 of the FMMA Vol-II, education subsidy is admissible 

@ 80% of actual cost of education i.e. School fee, tuition fee including admission/registration fee 

for and up to two children. The mission was required to make payment directly to schools (on the 

approved list) against original bills/invoices subject to the provision that in case a child attends a 

school other than the school on the approved list, the following conditions will be applicable: 

a)  If the cost of education is less than the cost of the approved schools, only 80% of 
the actual cost will be paid by the mission directly to the school. 

 

b) If the cost of education is more than the cost of approved school, the mission will 
pay directly to the school only 80% of the actual cost of the corresponding grade, 
the child would have attended at the approved school. 

 

Following Pakistan Missions paid Education subsidy in disregard to the above instructions/rules. 
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Audit recommends that irregular payment may be recovered from the officers/officials concerned 

under intimation to audit. 

The mission has requested the Ministry for approval of Copenhagen International school. As and 

when the final decision is taken, audit will be informed. 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that the Copenhagen International School may be got approved 

otherwise recovery be made from the concerned. 

No progress has been achieved till finalization of the audit report.  

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to get Ex-post facto approval from the Competent Authority, 

otherwise recover the remaining amount within one month. 

17. PARA-1.17 PAGE-16  AR 
LOSS DUE TO NON AVAILING OF DISCOUNT OFFERED BY THE CONTRACTOR 
RS. 7.200 MILLION 

 

The Audit pointed out that Ministry of Foreign Affairs awarded a contract for the construction of 

Rehman Baba High School at Kabul, Afghanistan at a total cost of Rs. 120.000 million. The 

contractor M/s Airrs Associates (Pvt) Ltd, vide their letter dated 3.5.2005, offered 6% discount if 

the guarantee from an Insurance Company was acceptable against the award of contract.  
 

Ministry sought confirmation of authenticity of guarantee of Performance Bond from Credit 

Insurance Company Ltd Lahore which was confirmed vide letter No.Gen/732/2005 dated 

06.06.2005. Accordingly, the Ministry accepted the performance bond from the insurance 

company, but 6% discount offered by the contractor was not availed. Hence the Government 

sustained a loss of Rs. 7.200 million due to non availing of discount. 
 

Audit suggests that the matter may be investigated and responsibility be fixed. Early recovery of 

amount of discount from the responsible may also be ensured. 
 

M/s Airrs Associate Ltd gave 4% rebate and the price after discount was Rs. 120 million. 
 

The PAO reply was not acceptable since 6% rebate was applicable on the contract amount of Rs. 

120 million. 

The issue was discussed in the DAC meeting held on 10.5.2008. It was decided that Ministry will 

determine the recoverable amount after going through the record and effect recovery. No further 

progress has been reported till finalization of the audit report.  

DAC recommended the para for settlement. 

PAC DIRECTIVE (11-09-2012) 

The Committee settled the para. 

18. PARA-1.18 PAGE-17  AR 
IRREGULAR EXPENDITURE ON REPAIR OF OFFICIAL VEHICLES –  RS. 1.758 MILLION 

 

The Audit pointed out that in accordance with serial No. 8(5) of powers delegated by the Ministry 

of Foreign Affairs vide letter No. Rules-6/1/2000 dated 14th December, 2000, Heads of Missions 
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were empowered to incur expenditure on repair of official vehicles up to US$ 700 at any one time 

on one or any number of vehicles used by the Missions. 
 

The following seven Missions incurred an expenditure of Rs. 1.758 million on repair of official 

vehicles during the year 2004-06 beyond the financial powers delegated to the Heads of Missions. 

The expenditure incurred over and above the delegated financial powers was, therefore, held 

irregular. 
 

The irregular expenditure of Rs. 1.758 million incurred on account of repair of official vehicles 

needs to be regularized. 

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to regularize the expenditure from the competent authority or 

recover the remaining amount within one month. 

19. PARA-1.19 PAGE-18  AR 
IRREGULAR EXPENDITURE ON REPAIR OF BUILDINGS RS. 11.229 MILLION 

 

The Audit pointed out that according to Sl. No. 8(6) of Finance Division OM No F.3(4)Exp-

III/2000 dated 30.06.2000, a Head of Mission may incur expenditure on repair of buildings of 

Pakistan Missions abroad (owned by Govt. of Pakistan) upto one month’s assessed rent  

during a financial year. Further as per para 2.85 to 2.87 of FMMA Vol-II, for an expenditure 

of more than Rs.100,000, open tendering was required to ensure most economical repairs. 
 

In the following cases, Pakistan Missions abroad and the Ministry of Foreign Affairs at 

headquarters, incurred expenditure of Rs.11.229 million without calling open tenders and 

fulfillment of codal requirements:  
 

The irregularity may be got condoned from the Finance Division under intimation to Audit. 
 

The expenditure was incurred with the approval of competent authority. 
 

The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that condonation of requirement of open tendering may be obtained 

from PPRA. No response has been received till the finalization of the audit report. 

PAC DIRECTIVE (11-09-2012) 

The Committee directed the PAO to regularize the expenditure from the Finance 

Division/Cabinet Division within one month otherwise recovery should be made. 

 
 
20. PARA-1.20 PAGE-19  AR 

IRREGULAR PAYMENT IN CASH INSTEAD OF CROSSED CHEQUES RS. 3.036 MILLION 
 

The Audit pointed out that as per rule 157 of FTR Vol-I, all payments in settlement of 

Government dues were required to be made through crossed cheques. The following Pakistan 

Missions have, however, made payment of Rs. 3.036 million in cash instead of crossed cheques 

during the period July, 2004 to June, 2006. The irregular payments of Rs. 3.036 million may be 

regularized by obtaining condonation of the Finance Division. 
 

The matter will be taken up with the Finance Division for relaxation. 
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The issue was discussed in the DAC meeting held on 10.5.2008. The view point of audit was 

upheld and it was decided that Ministry may take up the issue with the Finance Division for 

relaxation of rules/instruction under reference where required.  
 

No progress has been received till finalization of the audit report.  

PAC DIRECTIVE (11-09-2012) 
The Committee directed the PAO to take up case with the Cabinet Division for regularization 

within one month. 

21. PARA-1.21 PAGE-19  AR 
NON SURRENDERING OF SAVING INTO GOVERNMENT ACCOUNT RS. 39.250 MILLION 
 

The Audit pointed out that according to para 209(ii) GFR Vol-I, any portion of amount which is 

not ultimately required for expenditure upon that object should be duly surrendered to 

Government account.  
 

The Ministry of Foreign Affairs, vide its letter No. MB-1/10/2004-Project/Bangkok dated 

13.12.2004, released a sum of Rs. 39.250 million for the construction of embassy building at 

Bangkok. No expenditure was made by the Mission out of this amount till the closure of financial 

year on 30.6.2005. The amount was required to be surrendered to the Government as required 

under the rule, but it was transferred to a bank account by the Mission to avoid lapse of funds.  

The unauthorized retention of amount to a bank account was a violation of prevalent rules. The 

irregularity may be got condoned from the Finance Division.  

The Finance Division had released the supplementary grant of Rs.39.25 million equal to six 

month cash flow for the subject project. External Finance wing has issued NOC vide DFA Note 

dated 15/1/2003, for opening of a separate account by Parep Bangkok for construction of Embassy 

complex and account is exclusively operated for the said purpose and will be closed on completion of the 

project. In this situation surrender of Govt. Fund into Govt. account does not arise. 

DAC recommended the para for settlement. 

PAC DIRECTIVE (11-09-2012) 

The Committee settled the para  

22. PARA-1.22 PAGE-20  AR 
ISSUANCE OF NORMAL PAKISTANI PASSPORTS TO BURMESE MUSLIMS AFTER 
DELETION OF EB-STAMP - LOSS OF SR 80,180 (RS. 1.283 MILLION) 

The Audit pointed out that according to the instructions of the Cabinet Committee on Burmese 

Muslims living in the Kingdom of Saudi Arabia in 1994, it was categorically directed that the 

Foreign Office and Ministry of Interior should work out a system of making some distinctive 

entries or affixing stamps on the passports so that they did not become normal citizens of Pakistan 

unless specifically allowed by the Government. 

Pakistan’s Mission at Jeddah, in violation of Government orders, did not maintain EB stamps 

register prior to 2004. The EB stamps were removed from the passports of Burmese Muslims 

with the order of Consul General and Counselor without referring the case to DG Immigration 
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and Passports, Islamabad for taking decision on the issue. The action of deletion of stamp from 

the Burmese Muslim’s passports was for obtaining normal Pakistani passports and thus they 

became Pakistani citizens. This action of deletion of EB stamp caused a revenue loss aggregating 

to SR 80,180 @ of SR 380 per passport to Government of Pakistan. Fee for normal Pakistani 

passport was SR 120, whereas the passport fee for Burmese Muslims was SR 500.  

The matter may be thoroughly investigated to fix responsibility on those who have deleted EB 

stamp from Burmese passports and issued normal passports.  Furthermore, the loss may be 

recovered from the defaulters.  

PAC DIRECTIVE (11-09-2012) 
The Committee directed the PAO to consult the Secretary Interior to coordinate settle the issue 

and submit report to the PAC within twenty days by highlighting the benefits to Pakistan. The 

Committee further directed that both Secretaries be called in the next PAC meeting. 

23. PARA-1.23 PAGE-21  AR 
SHORT DEPOSIT OF CONSULAR FEE AMOUNTING TO € 17,227 (RS. 1.688 MILLION) 

 

The Audit pointed out that according to Rule 7 of Federal Treasury Rules (FTR), Vol.-I, all 

moneys received by or tendered to Government Officers on account of revenues of the Federal 

Government shall be paid in full into a treasury or into the Bank without undue delay. Such 

receipts shall not be appropriated to meet Departmental expenditure, nor otherwise kept apart 

from the Federal Consolidated Fund of the Federal Government. No department of the 

Government may keep any revenue of the Federal Government received out of the Federal 

Consolidated Fund.  
 

Audit further stated that in Pakistan Mission at Madrid, it was observed that the amount collected 

on account of consular receipt was not deposited in the bank in full, but was retained as cash in 

hand for utilization which resulted in less deposit of € 17,227 in the bank from 1.10.2005 to 30.6.2006. 

It was required that the matter may be investigated and less deposit of Government receipt 

amounting to € 17,227 may be recovered from official/officer concerned under intimation to 

audit.  

The DAC recommended the para for settlement in its meeting held on 07-06-2012. 
 

PAC DIRECTIVE (11-09-2012) 

The Committee settled the para. 

24. PARA-1.24 PAGE-22  AR 2006-07 
IRREGULAR AND UNECONOMICAL PURCHASE OF TRANSPORT, FURNITURE 
AND EQUIPMENT AMOUNTING TO RS. 90.484 MILLION 

 
The Audit pointed out that according to para 144 & 145 of GFR, Vol.-I, open tenders were 

required to be invited to achieve the benefit of competitive rates. Furthermore, in accordance with 

para 96 of GFR, Vol.-I, it was contrary to the interest of state that money should be spent hastily 

or in an ill-considered manner merely because it was available, or to avoid the lapse of grant. A 

rush of expenditure particularly in the closing months of the financial year will be regarded as a 
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breach of financial regularity. It was noted during the course of audit that expenditure of Rs. 

90.484 million was incurred by the M/o Foreign Affairs and Pakistan Missions abroad on account 

of purchase of vehicles, furniture, fixtures, machinery and equipment, during the period 2004-06 

without inviting tenders, and obtaining sanction of the competent authority.  

The PAO stated that the audit observation was raised due to non observance of PPRA 

requirement of calling open tender for purchases above the PPRA threshold. Foreign Audit had 

recommended regularization of para from Finance it declined to regularize the para stating that it 

was a PAC matter. The Ministry was once again approaching Finance Division for regularization. 

However DFA (FA) had re-iterated that Finance Division cannot regularize the para unless there 

is a specific directive from PAC to that effect.  

The Audit suggested that PAC may like to issue appropriate directives. 
PAC DIRECTIVE 10-01-2013 

 
The Committee directed the PAO to regularize the expenditure from Finance Division within one 

month. 

25. PARA-1.25, PAGE-24,  AR 2006-07 
EXCESS PAYMENT OF AIRFARE DUE TO DEVIATION OF ROUTE  

 
The Audit pointed out that according to para 10(i) of GFR Vol-I, every public officer is expected 

to exercise the same vigilance in respect of expenditure from public money as he is spending 

from his own account. In the following cases, Pakistan Mission abroad and the Ministry of 

Foreign Affairs (Headquarters) paid excess amount due to deviation of approved route by the 

officers. Excess payment made due to deviation of routes may be recovered from the officers 

concerned. 

The PAO stated that the competent authority had been requested for issuance of the sanction for 

deviation of route. 

UN New York / Para 5 / 2005-06 
Recommended for settlement by Foreign Audit vide No. EA-II/2005-06/UN New York/P-

138AB/139AB/01-02 dated 11/7/2008 

UN New York / Para 35 / 2005-06 
Recommended for settlement by Foreign Audit vide NO. DP-II/1.25/2006-07/1095-1101 dated 

11-2-2009. 

MOFA(HQs) / Para 113 / 2005-06 
As the para involves the then Health Minister and Health Secretary, the matter was referred to 

Health Division for effecting recovery of the outstanding amount. However, no response was 

received. Ministry had now taken up the matter with Establishment Division (21/5/2012) for 

necessary action. Response was awaited. 
 

The Audit suggested that PAC may like to issue appropriate directive regarding remaining 
recovery of Rs. 62,590. 

 
PAC DIRECTIVE 10-01-2013 

 

The Committee directed the PAO to recover the remaining balance amount. 
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26. PARA-1.26, PAGE-25,  AR 2006-07 
EXCESS PAYMENT OF AIRFARE FROM NEW YORK TO ISLAMABAD US$ 5,906 
(RS. 372,078) 

 

The Audit pointed out that According to para 10(i) of GFR Vol-I, every public officer was 

expected to exercise the same vigilance in respect of expenditure from public money as he was 

spending from his own account. Pakistan permanent Mission at New York paid US$ 8,826 on 

account of airfare from New York to Islamabad @ of US$ 2206.50 per ticket in respect of an 

officer and his family on transfer in July, 2006. The son of officer, who stayed back in New York 

for study purpose left for Pakistan in April, 2007. Mission paid US$ 730 for his air ticket from 

New York to Islamabad. The payment of air ticket of officer and his family was US$ 1,476.50 per 

ticket higher than his adult son. So the Mission paid an excess amount of US$ 5,906 to the travel agent.  

The Audit further pointed out that the case was referred to the PIA, New York regarding 

confirmation of the fare during July, 2006. In response, Country Manager PIA, New York 

confirmed that maximum economy fare during peak season was US$950. The matter needs 

justification and recovery of US$ 5,906 may be made from the concerned.  

The PAO stated that In connection with transfer of Mr. Aizaz Ahmad Ch. Former DPR the 

mission had incurred an expenditure of US$ 8826 on account of cost of air tickets purchased for 

travel of the officer and his family to Pakistan.. The cost of each ticket was US$ 2206.50. The 

officer traveled in July, 2006 which considered as “peak season”. Subsequently his son traveled 

to Pakistan in April,2007 which is considered as “off Season” and mission paid US$ 750/-on 

account of cost of his ticket. This difference is taken by audit as excess payment. Audit also 

desired to investigate the matter. A committee was constituted by the HOM which reported that 

there is no fixed rate of air ticket in New York,(the cost of Ticket changes on daily basis.).Cost of 

air tickets during Peak and Off season differs substantially. Copy of the report of the committee 

has been sent to audit for settlement of the para. 

PAC DIRECTIVE 10-01-2013 
 

The Committee settled the para after hearing justification from the PAO. 
27. PARA-1.27, PAGE-26,  AR 2006-07 

NON-RECONCILIATION OF THE DIFFERENCE OF € 214,821 (RS. 21.052 MILLION) 
IN CASH BOOK AND BANK STATEMENT 

 

The Audit pointed out that as per rule 77(v) of FTR Vol-I, para 3(c) of New System of Financial  

Control and Budgeting and Chapter VI of FMMA Vol-I, the Head of Mission was responsible for 

ensuring that the departmental accounts are reconciled every month. Review of account of the 

Pakistan Mission at Madrid revealed that there was a difference of Rs.21.052 million in the 

balances as per cash book and bank statements. However, neither these differences have been 

investigated nor adjusted even after the lapse of more than four years, thus the authenticity of the 

accounts cannot be confirmed without reconciliation/adjustment. It was required that the 

difference of € 214,821 may be rectified under intimation to audit.   

The PAO stated that CAO was asked to confirm the reconciled position in all cases referred to in 

the para to proceed further.  
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Madrid/Para 1(a)/2005-06 
The Chief Accounts Office has certified that un-reconciled amounts/differences etc have been 

recounted by Parep Madrid in Cash Account of1/09 vide letter No. Audit-I/AR/Madrid/2005-

06/875 dated 16/7/2009 (copy already provided to audit on 21/5/2012). In view of CAO’s 

certification,  

Madrid/Para 5(a)/2005-06 
Chief Accounts Office has certified that un-reconciled amounts/differences etc have been 

recounted by Parep Madrid in Cash Account of1/09 vide letter No. Audit-I/AR/Madrid/2005-

06/875 dated 16/7/2009 (copy already provided to audit on 21/5/2012). In view of CAO’s 

certification,  

PAC DIRECTIVE (10-01-2013) 
The Committee settled the para. 
 

28. PARA-1.28, PAGE-26,  AR 2006-07 
NON-ACCOUNTAL OF STORE AND LIBRARY BOOKS VALUING RS. 5.840 MILLION 

 

The Audit pointed out that para 148 GFR Vol-1 provides that all materials received should be 

examined, counted, measured or weighed as the case may be when delivery is taken. The material 

should be taken on stock register under proper attestation of a responsible officer. In the cases 

(Beiing 2005-06 and MOFA (HQ)) stock items/library books valuing Rs. 5.840 million were not 

taken on stock in violation of above mentioned rule, which have exposed the valuable assets to 

the risk of possible loss. Non accountal of stock items may please be justified. Further valuable 

items be entered in the stock register and got verified from Audit.  
 

The PAO stated that Para 10 Beijing 2005-06 DAC in its meeting held on 07.06.2012 

recommended the para for settlement.  Para 86 MOFA (HQs) 2005-06: During shifting of Office, 

the old stock registers had been misplaced. However, new register have been prepared on the 

bases of original documents and is available for inspection at a convenient time. 

The Audit recommended the para for settlement. 
PAC DIRECTIVE (10-01-2013) 
The Committee settled the para. 
 

The proceeding of the Committee ended with a vote of thanks to the Chair. 

***** 
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HIGHER EDUCATION COMMISSION 
2006-07 

 
15. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the Higher 

Education Commission were examined by the Public Accounts Committee on 28th June, 2012. 

 

15.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations. 
 

15.2     One grant and one para was presented by the AGPR and Audit. 
 

15.3 The Committee pended the grant. 
 

15.4 The Committee deferred the para and granted one month time to settle the issue at DAC 

level. 
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HIGHER EDUCATION COMMISSION 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 28th of June 2012, regarding Appropriation Accounts, Audit Report on the accounts of 

Higher Education Commission for the year 2006-07 were summarized as under:-  

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. GRANT NO. 30 – HIGHER EDUCATION COMMISSION 

The AGPR pointed out that the grant closed with an excess of Rs.752,134,737 which worked out 

to 5.53 percent of the total grant. A supplementary grant of Rs.752,135,000 was sanctioned but 

not included in the supplementary schedule of authorized expenditure 

The PAO explained that the expenditure of Rs. 2,000,000,000 was due to the  release of 

additional recurring grant to HEC for the year 2006-07 and Rs. 300,000,000 was spent to meet 

shortfall on account of 15% dearness allowance.  

PAC DIRECTIVE(28-06-2012) 

The Committee did not agree and pended the grant. 

AUDIT REPORT ON HIGHER EDUCATION COMMISSION (M/O PROFESSIONAL 
AND TECHNICAL TRAINING) AUDIT REPORT 2007-08 (FY 2006-07) 

 

1. PARA- 9.1 ( PAGE- 110) AR 2007-2008 
NON RECOVERY FROM MINISTRY OF DEFENCE – Rs. 16.354 MILLION 
The Audit stated that during the audit of National University of Modern Languages (NUML), 

Islamabad, it was observed that the university had conducted English courses ranging from 6-12 

months for different officers nominated by the Ministry of Defense. The audit revealed that an 

amount of Rs. 16,354,992 was outstanding against the above mentioned courses. As a result, the 

University was deprived of the said amount, for its utilization in more productive purposes 

The PAO replied that NUML Management had already taken very serious notice of these 

outstanding dues from the sponsoring agencies. As a result, a sum of Rs. 1,877,886 (Rupees one 

million eight hundred seventy seven thousand eight hundred eighty six only) had been recovered 

from the Defence Ministry. The PAO further informed that remaining outstanding amount of 

People Libration Army (PLA) of Rs. 154,386 was written off.   

PAC DIRECTIVE(28-06-2012) 

The Committee deferred the para and granted one month time to settle the issue at DAC level. 

 

The proceedings of the Committee ended with a vote of thanks to the chair. 

 

***** 
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MINISTRYOF HOUSING AND WORKS 

2006-07 
16. OVERVIEW 

 
Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Housing and Works were examined by the Public Accounts Committee on                                

19th June, 2012, 5th July, 2012, 12th December, 2012, and subsequently on 3rd January, 2013. 

During the 1st round of PAC meeting the Committee issued its directions and other rounds of 

PAC meetings were held to ensure the implementation of PAC directives issued during the 

previous rounds. 
 

16.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future and to pursue the court cases vigorously. 

16.2 Same as provided in 16.8 the plots under the Prime Minister’s special assistance package 

already allotted to the Federal Secretaries including Secretary, Senate and National 

Assembly shall not be cancelled.  
 

16.3        Five grants, fifty five paras and one Audit Report on Pakistan Housing Authority were 

presented by the AGPR and Audit. 
 

16.4 All grants were settled on the justification of the PAO. The Committed settled twenty 

paras and in Audit report on Pakistan Housing Authority the Committee directed to fix 

the responsibility, hold an inquiry and submit report to the PAC. 

16.5 Accepting the request of Audit, the Committee directed the Audit to discuss some paras 

in the DAC. In Some paras the Committee directed to hold an inquiry, fix responsibility 

and submit report to PAC. 
 

16.6 CDA may come up with schemes for provision of flats to its employees instead of plots. 

16.7 Allotment of agriculture land should be stopped. 

16.8 Government shall  consider appropriate measures for cancellation/refund the  price of 

plots allotted under Prime Minister Special Assistance Package or under the age wise 

seniority scheme to officers who have been allotted more than two plots anywhere in 

Pakistan, and transfer from one sector to the other sector. The affidavit submitted by 

employees in connection with allotments of plots be scrutinized. Except above, plots 

under the Prime Minister’s special assistance package already allotted to the Federal 

Secretaries including Secretary, Senate and National Assembly shall not be cancelled.   
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ACTIONABLE POINTS 
 

Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 19th June, 2012, 5th July, 2012, 12th December, 2012, and subsequently on 3rd January, 2013, 

regarding Appropriation Accounts, Audit Report of Federal Government and Audit Report Public 

Sector Enterprises for the year 2006-07 pertaining to Ministry of Housing and Works were 

summarized as under:- 

APPROPRIATION ACCOUNTS CIVIL VOL-I, 2006-07) 

1. GRANT # 58 – HOUSING AND WORKS DIVISION 
SAVING RS.6,094,580 
The grant closed with saving of Rs. 6,094,580, which worked out to 7.95 percent of the total grant. 

 

The PAO informed the Committee that excess of Rs.1,246,117 was due mainlydue  to 

expenditure of Rs. 227,544 that pertained to Ministry of Housing and works (main) which was 

due to different in pay of officers posted and transferred and grant of encashment of LPR during 

the year 2006-07. The remaining excess amount of Rs. 1.036,573/- related to NHA which was 

due to the reason that Finance Division had imposed financial cut on vacant posts of officers and 

later on the said posts were filled in. The Finance Division was requested to provide funds of Rs. 

946,096/- through supplementary grant but that was not agreed to by Finance Division. 
 

The PAO further informed that major portion of the saving of Rs. 7,248,670 was due to revision/ 

updation of Building Code of Pakistan was assigned to M/S NESPAK (PVT) LTD at a cost of Rs. 

24.483 million. Out of which Rs. 5.800 million as demanded by NESPAK was paid to them 

during the financial year 2005-2006. On the request of this Ministry, the balance amount of Rs. 

15.983 million was provided by the Finance Division through Technical Supplementary Grant on 

19th May, 2007, for stage I-II of preparing Building code of Pakistan. Later on NESPAK 

submitted its bills amounting to Rs. 8.817 million (Based on actual expenditure up to April 2006) 

therefore, expenditure sanctioned for Rs. 8.817 million was issued by this Ministry and balance 

amount of Rs. 7.166 million was lapsed at the end of the financial year 2006-2007. 

The PAO stated that the supplementary grant of Rs 30,505,000 was required to meet shortfall of 

expenditure under various heads of account and for payment of consultancy fee to M/s NESPAK 

(Pvt) Ltd., Pakistan Housing Authority, Islamabad etc. 

PAC DIRECTIVE (19-06-2012) 
The PAC settled the grant with the instructions, that financial budgeting system should be 

improved during the current year as well as in future. The PAC also showed displeasure over 

poor financial management at that time.  

2. GRANT # 59 – CIVIL WORKS SAVING RS.788,559/- 
CHARGED 
The AGPR pointed out that the original grant was 23.800 (M). After accounting for the effect of 

supplementary grant of Rs. 0.500 (M), the Final Grant worked out to Rs. 24.300 (M). Against 

which an expenditure of Rs. 23.511 (M) was incurred resulting in a saving of Rs. 0.789 (M), 

which is 3.25% of the Final Grant. 
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The PAO informed the Committee that the saving of Rs.788,559 pertained to the President’s 

Secretariat, Islamabad, who was the sole authority to re-appropriate / surrender the funds. 

PAC DIRECTIVE (19-06-2012) 

The Committee settled the grant. 
 
3. OTHER THAN CHARGED 

SAVING RS. 7,991,665/- 
 

The AGPR pointed out that regards Other Than Charged expenditure, the actual expenditure 

incurred against the final grant of Rs 1,488,529,069, was Rs. 1,480,537,040. Resulted into saving 

of Rs. 7,991,665, which worked out to 0.53% of the final grant. 

The PAO stated that the saving of Rs.3.442 (M) was occurred due to employee’s related 

expenses, which was 0.89% of the final grant. It pertained to 75 budgetary units and was a 

nominal saving. 

PAC DIRECTIVE (19-06-2012) 
The Committee settled the grant. 

4. i) GRANT # 61 – FEDERAL LODGES  
ii) SAVING RS.2,275,829/- OTHER THAN CHARGED 

The AGPR pointed out that against the final grant of Rs. 27,731,000, actual expenditure of Rs. 

25,455,171 was incurred, which resulted into saving of Rs. 2,275,829 i.e. 8.20% of the final  grant. 

The PAO informed the Committee that the saving was occurred on account of employee’s related 

expenses, operating expenses and physical assets. 

PAC DIRECTIVE (19-06-2012) 

The Committee settled the grant. 

5. GRANT # 168 – CAPITAL OUTLAY ON CIVIL WORKS 
SAVING RS.1,845,132,504/- 
 

The AGPR pointed out that the original grant was 2057.018 (M). After taking into accounting the 

effect of total supplementary grant worth Rs. 2700.237 (M), and surrender of funds worth Rs. 

418.945 (M), the Final Grant worked out to Rs. 4338.310(M). Against, which an expenditure of 

Rs. 2493.177 (M) was incurred resulting in a saving of Rs. 1845.133 (M), which is 42.53% of the 

Final Grant. 
 

The PAO stated that out of total saving of Rs. 1845.133 (M), major amount of Rs. 1813.350 (M) 

pertained to the development schemes under Prime Minister’s directives, which was not lapsed as 

the same was placed under PLA-III (non-lapsable). The remaining amount of saving of Rs. 

31.783 (M) pertains to regular ADP, which is 1.91% of the Final Grant and is nominal.  

The PAO further stated that the reasons for non-utilization of saving, it was elaborated that Rs. 

677.141 (M) received on the last two weeks of June, 2007, which could not be utilized in full 

hence lapsed. 

PAC DIRECTIVE (19-06-2012) 
The PAC showed displeasure over poor financial mis-management. The grant was settled with 

the direction to improve the financial management to avoid such practices in future.   
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AUDIT REPORT PUBLIC SECTOR ENTERPRISES ON THE ACCOUNTS 
OF MINISTRY OF HOUSING AND WORKS FOR THE YEAR 2006-07 

 

PAKISTAN HOUSING AUTHORITY  

1. ANNEXURE-I SR. NO.7 - PAGE-373- ARPSE-2006-07 
NON-SUBMISSION OF ACCOUNTS  

 

The Audit pointed out that annual audited accounts of Public Sector Enterprises of each year were 

to be provided to the Director General Commercial Audit & Evaluation, Lahore by             

January 15 of succeeding year. Despite repeated request, DO letter, telephonic conversation and 

person visits, the management of Pakistan Housing Authority failed to provide their annual 

audited accounts for the years 2002-03 to 2005-06 by the prescribed date. Non submission of 

accounts needs to be explained. 

The PAO stated that the audit of PHA was conducted after a lapse of ten years. Therefore, it was 

difficult for PHA management to provide each and every record of financial transaction to the 

auditor. 

The PAO further stated that it was expected that PHA management will get the audit report from 

M/s Khalid Majeed Rehman & Co. within couple of week.As soon as the final version of Annual 

Audited Accounts of PHA for the year 2003-04 to 2009-10 was prepared by the Chartered 

Accountant firms, the same will be furnished immediately to the Directorate General, 

Commercial Audit & Evaluation, Lahore. 

PAC DIRECTIVE (19-06-2012) 

The Committee directed to fix the responsibility, hold an inquiry and submit report to the PAC 

within thirty days. 
 

NATIONAL CONSTRUCTION LIMITED  

2. I). PARA NO.78- ARPSE-2006-07 
AUDIT COMMENTS 

 

II). PARA NO.78.1- ARPSE-2006-07 
WORKING RESULTS  

 

III).PARA NO.78.2- ARPSE-2006-07 
AUDIT COMMENTS  

 

IV). PARA NO.78.3- ARPSE-2006-07 
AUDIT COMMENTS  

V). PARA NO.78.4- ARPSE-2006-07 
AUDIT COMMENTS  

 

VI). PARA NO.81- ARPSE-2006-07 
LOSS DUE TO FAULTY AGREEMENT OF CONSTRUCTION - RS.5.840 MILLION 

 

PAC DIRECTIVE (19-06-2012) 

The Committee settled the above-mentioned six (06) Audit Paras. 

3. i) PARA NO.56- ARPSE-2004-05 
EXTRA EXPENDITURE ON UN-NECESSARY AMENDMENTS AND NON-
INCLUSION OF ITS COST EFFECT IN THE SALE PRICE - RS.140.909 MILLION 

 

ii) PARA NO.79- ARPSE-2006-07 
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PURCHASE OF STEEL REINFORCEMENT AND PICK UP FOR THE PROJECT OF 
NUST, ISLAMABAD WITHOUT ADVERTISEMENT - RS.24.896 MILLION 

 

iii) PARA NO.80- ARPSE-2006-07 
PURCHASE OF G.I. PIPES WITHOUT ADVERTISEMENT - RS.26.423 MILLION 

PAC DIRECTIVE (19-06-2012) 

The Committee clubbed the above three paras and directed the PAO to hold an inquiry, fix 

responsibility and submit report to the PAC within thirty days.  

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF HOUSING AND WORKS 
(PAKISTAN PUBLIC WORKS DEPARTMENT & ESTATE OFFICES) 

FOR THE AUDIT YEAR 2004-05. 
 

4. PARA NO. 5.1, PAGE NO.- 95 - AR-2006-077 
AWARD OF CONTRACTS BEYOND ADMISSIBLE LIMIT AGAINST THE 
PROVISION OF PC-I-RS.218.6 MILLION 

 

The Audit pointed out that the Chief Engineer, North and West Pak. PWD, Islamabad and Quetta 

accepted the tenders at cost higher than PC-I by 50% and 259% respectively against admissible 

limkit of 15% during 2005-06. This resulted in irregular award of contracts for 

Rs.218.16(42.1+176.5) million. 

The PAO stated that the tenders were invited from the pre-qualified contractors and lowest rates 

were accepted after having concurrence of the steering committee. 
 

The DG, Pak. PWD explained that Revised PC-Is for “Establishment of 400 bedded Hospital in 

Rawalpindi”, executed by PCD-IV Islamabad, and Cadet College Qilla Saif-ullah and Cadet 

College at Jaffarabad”, executed by CCD-VIII Quetta, had been submitted for approval to P&D 

Division and would be got verified after approval. 

PAC DIRECTIVE (19-06-2012) 
The PAC referred back the para to the DAC with the direction to PAO for fixation of 

responsibility for violation of rule regarding acceptance of tenders beyond the limit of 15% above 

PC-I cost and verification of record. 

5. PARA NO. 5.2, PAGE NO.- 95,96 - AR-2006-07 
AWARD OF WORK WITHOUT TECHNICAL SANCTIONED ESTIMATES – RS.105.8 MILLION 

 

The Audit pointed out that three Pak. PWD divisions awarded the works to the contractors 

without preparing and sanctioning of detailed estimate by the competent authority. This resulted 

in irregular award of works amounting Rs. 105.8 million. 

The PAO stated that the competent authority decided to sanction the estimate after receipt of 

lowest bid on actual basis and the technical sanctions were under scrutiny. 
 

The PAO further stated that the condonation case was forwarded to M/o Finance by M/o Housing 

& Works on 3-05-2011 but the Finance Division replied that as per standing orders no irregularity 

was to be condoned until it was discussed in the PAC meeting and instructions are given to them 

accordingly. 

PAC DIRECTIVE (19-06-2012) 
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The Committee directed the PAO to get regularized the TS Estimate within fifteen days and fix 

responsibility for award and execution of work without TS. 

6. i) PARA NO. 5.3, PAGE NO.- 96,97 - AR-2006-07 
EXCESS EXPENDITURE ON WORK CHARGED STAFF OVER THE PRESCRIBED 
LIMIT – RS.83.8 MILLION 
 

ii) PARA NO. 5.11, PAGE NO.- 102-103 - AR-2006-07 
UN-AUTHORIZED EXPENDITURE ON ACCOUNT OF PAY/ ALLOWANCES OF 
WORK CHARGED STAFF FROM PLA-II – RS. 3.7 MILLION 
 

iii) PARA NO. 5.19, PAGE NO. 107- AR-2006-07 
UNJUSTIFIED EXPENDITURE ON REPAIR AND MAINTENANCE OF HIRED 
HOUSES - RS.1.2 MILLION 
 
PAC DIRECTIVE (19-06-2012) 

The Committee clubbed the above three paras and referred to the DAC with direction to PAO for 

making a mechanism to resolve the issue. Responsibility may also be fixed for violation of 25% 

increase within fifteen days. 
 

7. PARA NO. 5.4, PAGE NO.- 97,98 - AR-2006-07 
NON-RECOVER OF RISK AND COST CHARGES – RS.64 MILLION 
The Audit pointed out that three Pak. PWD division did not recover the differential cost from 

contractors who left the works incomplete and balance works were rescinded and awarded under 

clause 3© on 31-08-2006. This resulted in non-recovery of Risk and Cost charges of Rs. 64 million. 

The DG, Pak. PWD explained that one contractor had been blacklisted while other had 

approached the Court. 

PAC DIRECTIVE (19-06-2012) 
 

The Committee pended the para and directed to resolve the amount and pursue the court cases 

vigorously.  PAO was also directed to work out the risk & cost charges and effect due recoveries 

immediately after rescinding the work to avoid loss to the public exchequer. 

8. PARA NO. 5.5, PAGE NO.- 98 - AR-2006-07 
AWARD OF CONTRACT AT HIGHER RATES INVOLVING EXTRA COST - RS. 31.9 MILLION 

 

The Audit pointed out that the Chief Engineer (North), Pak. PWD, Islamabad prepared estimate 

of the work in July 2005 on non-schedule rates in violation of codal provisions and awarded the 

work at a cost of Rs. 123 million on 23.08.2005 against approved cost of Rs. 96.7 million. Rates 

of the contract were higher by 35 % against Military Engineering Services Schedule of Rates 

2000 plus prevailing premium of 55 % above. Irregular award of contract over and above the 

approved cost resulted in extra cost of Rs.31.9 million.     

The D.G, Pak. PWD explained to the Committee that in compliance of DAC directives dated 

28.04.2011 Mr. Zohair Khalid, Superintending Engineer and and Mr. Muhammad Aleem, Audit 

Officer were nominated as Inquiry Officer, whose report was still awaited. 

PAC DIRECTIVE (19-06-2012) 

The Committee directed the PAO to hold an inquiry, fix responsibility and submit report within 

fourteen days. 
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9. PARA NO. 5.7, PAGE NO.- 99-100 - AR-2006-07 
OVERPAYMENT DUE TO ENHANCEMENT OF RATES – RS.22.5 MILLION 
The Audit pointed out that Central Civil Division No.VIII, Pak. PWD, Islamabad increased the 

rate per block from Rs. 3.792 million up to Rs.5.2 million in December 2005 against the 

aforesaid decision. Increase in rate resulted in overpayment of Rs.22.5 million 

The Audit further stated that the Audit did not agree with the stance of the department that 

element of increase in rates allowed arbitrarily and without approval of the Finance Division was 

covered in the approved PC-I and held that increase in rate was irregular, it was a material change 

in contract and violation of Rule-19 of GFR. Audit further stated that once a work was rescinded 

it could not revived besides there was a clear violation of terms and conditions of the revival of 

rescinded work as the rates once agreed cannot be changed. 

The PAO stated that rates were enhanced by the Ministry of Housing & Works being competent 

forum, hence no overpayment was involved.  

PAC DIRECTIVE (19-06-2012) 
The Committee directed the PAO to refer the para to Finance Division for approval of ex-post-

facto sanction and directed the Finance Division to report on next day. The Committee also 

directed the PAO to fix responsibility. 

10. PARA NO. 5.8, PAGE 100, AR 2006-07 
PROCUREMENT OF UNBRANDED EQUIPMENT INSTEAD OF BRANDED BOQ 
ITEMS – RS.8.8 MILLION 

 

The Audit pointed out that the contractor had to supply transformers and allied equipment 

manufactured by SIEMENS according to acceptance letter No.CEM/AB.1720 dated                 

31st December, 2003. The contractor applied for substitution of SIEMENS make equipments with 

other brand and offered to reduce rates from 23.86% above to 4.86% below in violation of Notice 

Inviting Tender. The Executive Engineer Central Electrical & Mechanical Division Pak. PWD, 

Peshawar accepted the offer and paid the contractor 4th and final bill amounting to Rs. 8.8 million 

in May, 2006 for supply of unbranded materials without approval of variation in specification 

from the competent authority. 

The PAO stated that non-availability / non-manufacturing of Philips items caused a reduction in 

rates by the contractor. 

The DAC directed the DG PWD to furnish all the relevant record pertaining to subject work for 

detailed verification. 

PAC DIRECTIVE (19-06-2012) 
Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 

The PAO was granted one week time to share report with the Audit and the para was pended. 
 
11. i) PARA NO. 5.9, PAGE NO.- 101 - AR-2006-07 

UN-JUSTIFIED PAYMENT FOR SUPPLY AND INSTALLATION OF WATER COOLING TOWERS 
OTHER THAN APPROVED MAKE/ORIGIN - RS.6.8 MILLION 
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ii) PARA NO. 5.12, PAGE NO.- 103 - AR-2006-07 
EXCESS PAYMENT DUE TO FICTITIOUS MEASUREMENT - RS. 3.1 MILLION 

 

iii) PARA NO. 5.20, PAGE NO. 108 - AR-2006-07 
OVERPAYMENT DUE TO NON-FULFILLMENT OF TERMS AND CONDITIONS OF CONTRACT-
RRS.1.2 MILLION 

 

iv) PARA NO. 5.25, PAGE NO. 111-112 - AR-2006-07 
NON-RECOVERY DUE TO NON-CONDUCTION OF PRE-SHIPMENT INSPECTION IN THE 
COUNTRY OF ORIGIN – RS.0.600 MILLION 

 

PAC DIRECTIVE (19-06-2012) 

Para # 5.9,512,520 & 5.25 are these cases where NAB authorities had filed references and these 

paras above had been Clubbed.. The Committee directed the NAB authorities to pursue the court 

cases vigorously and submit report to the PAC & Audit as well. The PAC also directed the D.G 

(PWD) to produce the complete record to NAB and in the court and also pursue the case 

personally. 

12. PARA NO. 5.10, PAGE 101-102, AR 2006-07 
OVERPAYMENT DUE TO INADMISSIBLE ESCALATION – RS. 4.1 MILLION 

 
The Audit pointed out that one time dispensation regarding escalation in prices of steel products 

was not applicable to the contracts awarded after 1st January, 2004 according to the Economic 

Coordination Council decision No. ECC 17/3/2004 dated 20.05.2004 Central Civil Division-III, 

Pak. PWD, Karachi calculated escalation on steel by applying base rate of M.S. billet as on 

01.01.2004 for the contracts awarded on 05.03.2004, 29.9.2004 and 18.02.2006 and paid 

escalation on steel products which was not admissible on these contracts as per Planning & 

Development Division’s memo dated 21.10.2006. This resulted in overpayment of Rs. 4.1 

million. 
 

DAC directed the DG PWD to blacklist the contractors and effect the recovery under land 
revenue act immediately. 
PAC DIRECTIVE (03-01-2013) 

The Committee directed the PAO to hold departmental inquiry, fix responsibility & recover the 

amount within twenty days. Para was pended. 

13. PARA NO. 5.13, PAGE 103-104, AR 2006-07 
NON-RECOVERY ON ACCOUNT OF RISK & COST CHARGES - RS.2.8 MILLION 

 

The Audit pointed out that if the contractor fails to complete the work as per contract agreement, 

the balance work shall be got executed at his Risk & Cost and differential cost shall be borne and 

paid by the defaulting contractor according to clause 3 (C) of the contract agreement. Central 

Civil Division-VI, Pak. PWD, Khuzdar awarded the remaining / defective works at the Risk & 

Cost of the defaulting contractors but could not recover the differential cost. This resulted in non-

recovery of Risk & Cost charges amounting to Rs. 2.8 million. 

The PAO stated that the department agreed to effect the recovery and replied that the 

outstanding recovery will be made on receipt of funds. 
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The DG PWD informed the DAC that a case of writing off public money was sent to FA’s 

Organization which returned the same with the observation that clear and specific PAC directives 

for processing condonation are required. The DAC directed DG PWD to refer the case to FA’s 

Organization to seek their opinion in the light of prevailing financial rules. 

PAC DIRECTIVE (19-06-2012) 

Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
The Committee directed the PAO to hold fresh inquiry giving factual position within twenty days. 

Para was pended. 

14. PARA NO. 5.17, PAGE 106, AR 2006-07 
UNJUSTIFIED PAYMENT OF SEAL COAT AGAINST THE SPECIFICATIONS – 
RS.1.8 MILLION 

 

The Audit pointed out that there was no provision for seal coat on premix carpet road surface 

according to specification No. 12 at page 26 and 27 of MES Schedule of Rates 2000. Central 

Civil Division, Pak. PWD Larkana, made payment for an item of work “Providing and laying 

seal coat using sand and bitumen” as finishing item. Whereas B.O.Q. item No. 8 “P/L premix 

carpet etc.” of MES Schedule covered the process and cost of seal coat. Payment of seal coat in 

addition to premix carpet resulted in unjustified payment of Rs.1.8 million. 

The PAO stated that item of seal coat was provided in the agreement. The same wasnecessary to 

be executed for the durability and long life of the road and the payment was made to the 

contractor accordingly. It was further replied that the efforts were being made to effect the 

recovery from the contractor by issuing notices but the contractor had gone to the court.  Hence 

the case is under process in the court of District and Session Judge, Shikarpur. Last date of 

hearing is on 25.06.2011. 

The DG PWD informed the DAC that recovery of Rs.1,789,888 had been made and verified by 

Audit. Audit, however, contended that Final Bills of three out of four contracts. To ascertain final 

recoverable amount on completion/finalization of works, were produced but the contractors have 

filed case in court of law against recover. DAC directed the department to pursue the court case 

vigorously and produce final bill of fourth contractor and deposit registers to Audit for 

verification. 

PAC DIRECTIVE (19-06-2012) 

Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 

The matter was subjudice. The para was referred back to DAC. 
 

15. PARA NO. 5.22, PAGE 109-110, AR 2006-07 
NON-RECOVERY OF RISK & COST CHARGES – RS.1 MILLION 
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The Audit pointed out that the differential cost of balance work was to be recovered from 

defaulting contractor according to clause 3(c) of the contract agreement. Two Divisions of PAK 

PWD awarded the balance work at the risk & cost of original contractor during 2005-06, but the 

differential cost was not recovered. This resulted in non-recovery of Risk & Cost charges 

amounting to Rs.1 million. 

The PAO stated that the accounts of the original contractor were yet to be finalized and 

differential cost would be recovered from the original contractor. Full amount of Rs. 241,318 

pertaining to CCD-VII, Islamabad had been recovered and got verified from Audit. As regards 

portion of recovery in respect of E/M-II Karachi, the case was subjudice and no next date of 

hearing was conveyed by the court. The PAO further replied that as soon as new date is fixed by 

the Honorable High Court of Sindh, the case will be pursued accordingly. Efforts are being made 

by the department to defend the suit in coordination with Standing Council.  

Audit informed that recovery and issuance of instructions was still awaited.  
PAC DIRECTIVE (19-06-2012) 

Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
 

The Committee directed the PAO to ensure recovery and reconcile the same with the Audit 

within one week. 

16. PARA NO. 5.33, PAGE-116-117 AR-2006-07 
AVOIDABLE EXPENDITURE DUE TO NON-ALLOTMENT OF AVAILABLE HOUSES 
- RS.6.7 MILLION 
The Audit pointed out that every Public Officer was expected to exercise the same vigilance in 

respect of expenditure incurred from public money as a person of ordinary prudence would 

exercise in respect of expenditure of his own money according to para No.10 (i) of General 

Financial Rules (Vol-I). 

The Audit further pointed out that seventy nine houses of category II, III, IV & V at Quetta were 

lying vacant for allotment to the employees of Federal Government but Estate Office, Quetta 

hired private houses and paid rent during the year 2004-05 & 2005-06. Allotment of hired private 

houses instead of Government owned accommodation to Federal Government servants resulted in 

irregular expenditure of Rs.6.7 million.  

The PAO stated that Pak PWD constructed a colony in 2004 at a distance of 19 kilometer from 

Quetta City. Due to the distance involved, the allottees were reluctant to occupy the houses and 

preferred to live in hired houses. It was further informed that the colony has been sold to 

provincial government due to non-occupancy of the houses by the Federal Government 

Employees. The Estate Office could not furnish any further progress on the matter except a 

notification regarding approval of the summary for transfer of 169 quarters of various categories 

to provincial government on payment of Rs. 202.000 million. 1st installment @ 25% shall be paid 

before handing over the quarters whereas remaining payment shall be paid in three equal 
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installments on yearly basis. Remaining quarters will be handed over as and when their allottees 

are adjusted in Central Government Colonies. It was also requested that revised draft “Agreement 

Deed” may be returned after its approval so that necessary arrangement for signing ceremony 

could be made. 

DAC directed the Estate Office to furnish any further progress on the matter except a notification 

regarding approval of the summary for transfer of 169 quarter of various categories to provincial 

government on payment of Rs.202,000 million. The DAC further directed the State Office to 

expedite compliance of Prime Minister’s directions conveyed through a notification. 

PAC DIRECTIVE (03-01-2013) 
The Committee directed the PAO to expedite the compliance of PM’s directives conveyed 

through a notification and write a letter to Chief Secretary, Baluchistan to solve the matter. 

17. Para No. 5.34, Page-117 AR-2006-07 
NON-RECOVERY OF RENT FROM NON-ENTITLED DEPARTMENTS/ PERSONS – 
RS.4.2 MILLION 

 

The Audit pointed out that it was the duty of departmental controlling officer to see that all sums 

due to Government are promptly assessed, realized and credited into Public Account. Further, one 

rental ceiling category of entitlement of the allottee or the category of the house occupied which 

ever is more was to be charged for each month for entire period of unauthorized occupation 

according to para 26 of General Financial Rules Vol-I and para 25 (4)(a) of Accommodation 

Allocation Rules, 2002.  

The Audit further pointed out that the Estate Officer, Islamabad did not recover the standard rent 

of Government accommodation from National Telecommunication Corporation/other non-

entitled departments from January 1996 to 29th October, 2004 and penal rent from 30th October, 

2004 to January 2007. This resulted in non-recovery of government dues amounting to Rs.4.2 

million.  

The PAO stated that a sum of Rs. 46,500 had been recovered out of outstanding amount of Rs. 

974,000 and verified by Audit.  

DAC was informed that a sum of Rs.46,500 has been recovered out of outstanding amount of 

974,000 and verified by Audit. DAC directed to expedite balance recovery of remaining amount 

of Rs.927,500. 

PAC DIRECTIVE (19-06-2012) 
Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
 

The Committee referred back the para to DAC for further recovery within one month. 
 

18. Para No. 5.35, Page-117-118 AR-2006-07 
NON-RECOVERY OF RENT - RS.3.4 MILLION 

 

The Audit pointed out that an allottee that was transferred to an autonomous organization at same 

station may retain the accommodation under intimation to Estate Office till such time the 

organization provides him alternate. House rent allowance payable to the allottee or his rental 
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ceiling which ever was more, will be payable into Government treasury by the organization 

according to rule -15(4) (c) of Allocation and Allotment Rules 2002.  

The Estate Officer, Karachi did not recover rent of thirty eight quarters allotted and occupied by 

the employees of Civil Aviation Authority Karachi in Federal ‘C’ area. This resulted in non-

recovery of rent for the period 01.07.2003 to 30.06.2006 amounting to Rs.3.4 million. 

The PAO stated that notices were issued for payment of penal rent as per rules 15 (4) (c) of Allocation and 

Allotment Rules - 2002.  

The State Office count not furnish any further progress in the matter except for furnishing a list of 38 CAA 

employees. The DAC directed the State Office to expedite compliance regarding recovery. 

PAC DIRECTIVE (19-06-2012) 
Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
The Committee directed the PAO to settle it within one month. Also write letter to D.G (Civil 

Aviation) in this regard. Otherwise fix responsibility on the concerned officers. 

19. Para No. 5.36, Page-118-119 AR-2006-07 
NON-RECOVERY OF RENT OF PETROL PUMPS – RS.2.3 MILLION 

 

The Audit pointed out that it is duty of the departmental controlling officers to see that all sums 

due to government are regularly and promptly assessed, realized and duly credited into Public 

Account according to Rule-26 of General Financial Rules (Vol-I).  

The Audit further pointed out that the Estate Officer, Karachi could not recover rent from four (4) 

leased Petrol Pumps for the year 2005-06. This resulted in non-recovery of Rs.2.3 million. 

The PAO stated that the notices were issued to three allottees for early payment/ clearance of rent whereas 

the fourth allottee was paying the rent at old rates as the matter was subjudice in the court of law.  

DAC directed the State Office to furnish progress regarding fixation of responsibility for the 

violation of rules and procedures for auction of Public Property alongwith revision of procedure 

for leasing out the Govt. owned shops and petrol pumps through proper auction has not bee made. 

PAC DIRECTIVE (19-06-2012) 
Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

 
PAC DIRECTIVE (03-01-2013) 

 

The Committee directed the PAO to hold inquiry and fix responsibility within twenty days. Also 

provide list of beneficiaries to the PAC Secretariat and Audit. 

20. PARA NO. 5.39, PAGE-120-121 AR-2006-07  
NON-RECOVERY OF PENAL RENT DUE TO UN-AUTHORIZED RETENTION OF 
GOVERNMENT ACCOMMODATION – RS.1.1 MILLION 

 

The Audit pointed out that in case of un-authorized retention beyond legally allotted period, rent 

equivalent to one rental ceiling of the category of his entitlement or the category of the house 

under occupation, which ever was more, shall be charged for each month for the entire period of 

un-authorized occupation according to rule-25 (4) (a) of Accommodation Allotment Rules-2002. 
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The Audit further pointed out that Estate Officer, Karachi did not recover the rental ceiling from 

the unauthorized occupants who retired from Government service during the period August 2001 

to December 2006. This resulted in non-recovery of Rs.1.1 million. 

The PAO replied that payment notices were issued to the concerned occupants. The progress 

would be intimated to audit in due course of time. 

The Audit requested for early recovery of the outstanding amount and its verification by Audit. 

PAC DIRECTIVE (19-06-2012) 

Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
 

The Committee directed the PAO to recover the balance amount within one month. 
 

21. PARA NO. 5.41, PAGE-122 AR-2006-07  
LOSS DUE TO NON-HANDING OVER OF SHOPS BECAUSE OF NON-SUPPLY OF 
ELECTRICITY – RS.409,200 
 

The Audit pointed out that the revenue or administrative officer of the department concerned was 

 to  see that the dues of  Government are correctly and promptly assessed, collected and paid into 

the Public Account / Treasury according to para-08 of General Financial Rules (Vol-I).  

The Joint Estate Officer, Lahore issued eight (8) allotment letters for shops in Wafaqi Colony, 

Lahore to lady applicants on 15th March, 2004 but the shops could not be handed over to the 

allottees due to non-provision of electricity in time. The construction work was completed in 

2003. This resulted in loss of Rs. 409,200. The up to date amount of loss stands at Rs. 1.291 

million.  

The PAO stated that   E/M Division Pak. PWD, Lahore was responsible for non-provision of 

timely electricity. This caused delay of three year on account of revenue realization.  

The DAC directed the State Office to furnish any further progress on the matter except for writing 

a letter to S.O (E-III) for inquiry and revised reply. DAC further directed the State Office to 

expedite compliance. 

PAC DIRECTIVE (19-06-2012) 
Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
 

The Committee referred the para back to DAC to settle it within ten days. 
 

22. PARA NO. 5.42, PAGE-122-123 AR-2006-07 
NON-RECOVERY OF RENT ON ACCOUNT OF UN-AUTHORIZED RETENTION OF 
GOVERNMENT ACCOMMODATION-RS.243,443 

 

The Audit pointed out that in case an accommodation is retained or occupied without legitimate 

allotment, rent equivalent to one rental ceiling of the category of his entitlement or the category 

of the house under occupation shall be charged (which ever is more) for each month for the entire 

period of un-authorized retention according to para 25 (4)(a) of Accommodation Allotment 

Rules-2002. 
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The Audit further pointed out that Joint Estate Officer, Quetta did not recover the rental ceiling of 

the Quarter No.C-12 C.G.S. Colony Satellite Town, Quetta from 19th March, 2004 to 28th 

February, 2007 from Intelligence Bureau Department on account of unauthorized retention of the 

quarter. This resulted in non recovery of Rs. 243,443. 

The PAO replied that the matter would be referred to the concerned department for recovery of rent. 

The DAC directed the State Office to furnish any further progress in the matter except for writing 

letter to DG-IB and JEO, Quetta for recovery and inquiry to fix responsibility for this laxity. 

PAC DIRECTIVE (19-06-2012) 

Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
The Committee directed the PAO to write a letter to DG (IB) to settle this issue within 10 days. 

Otherwise PAO & DG (IB) be directed to appear before PAC next week. 

23. PARA NO. 5.43, PAGE 123, AR 2006-07 
NON-RECOVERY OF RENT OF SHOPS – RS. 244,093 

 
The Audit pointed out that it was the duty of the Revenue/Administrative officer of the 

department concerned to see that dues of Government are correctly and promptly assessed, 

collected and paid in treasury/credited into Government Accounts according to rule 8 of General 

Financial Rules (Vol-I). The Joint Estate Officer, Peshawar could not recover the outstanding 

amount from seventeen shopkeepers upto October 2006. This resulted into non-recovery of 

Rs.244,093. 

The PAO stated that recovery was being made. 
 

The Audit informed that fixation of responsibility, revision of procedure and recovery of the 

balance amount was awaited.   

PAC DIRECTIVE (19-06-2012) 
Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
 

The Committee settled the para subject to verification from the Audit. 
24. PARA NO. 5.44, PAGE 124, AR 2006-07 

NON-RECOVERY OF INCOME TAX - RS. 115,583 
 

The Audit pointed out that income Tax @ 5% was to be deducted where rental income was more 

than Rs.200,000 per year according to Income Tax Ordinance 2001. The Joint Estate Officer, 

Quetta did not deduct income tax @5% amounting to Rs.115,583 while making payments of rent 

of residential buildings hired for Federal Government employees from Muhammad Ikram Khan, 

M/s Haji Ghulam, Muhammad Abdul Manan and Muhammad Musa for the years 2004-05 & 

2005-06. This resulted in to non-deduction of income tax amounting to Rs.115,583. 
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The PAO stated that the cases had been referred to concerned departments after decentralization 

of private hiring by the government and audit observation for recovery of Income Tax was being 

referred to the owners. 

The Audit informed that regarding reconciliation of record was awaited.  
PAC DIRECTIVE (19-06-2012) 
Accepting the request of Audit, the Committee directed Audit to discuss the para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 
 

The Committee directed the PAO to reconcile the record with Audit within ten days. 
  

25. PARA NO. 5.45, PAGE 124-125, AR 2006-07 
NON-RECOVERY OF RENT DUE TO UN-AUTHORIZED RETENTION OF 
GOVERNMENT ACCOMMODATION – RS.0.093 MILLION 

 

The Audit pointed out that in case of unauthorized retention, rent equivalent to one rental ceiling 

of his entitlement shall be charged for each month for entire period of un-authorized retention 

according to rule-25(4)(a) of Accommodation Allocation Rules 2002. The Joint Estate Officer, 

Lahore could not recover a penal rent from two officers of Government departments for un-

authorized retention of Government accommodation in Wafaqi Colony, Lahore during their 

posting at outstations during the year 2003-2005. This resulted in non-recovery of penal rent of 

Rs. 0.369 million. As a result of recovery of Rs. 0.276 million, the recoverable amount was 

reduced to Rs. 0.093 million.  

The PAO stated that efforts were being made to effect the balance recovery of Rs.93,122. 

Audit informed that recovery of the balance amount was awaited.  

PAC DIRECTIVE (19-06-2012) 

Accepting the request of Audit, the Committee directed Audit to discuss the Para in the DAC.  

Recommendation should be submitted to the Committee in its next meeting. 

PAC DIRECTIVE (03-01-2013) 

The Committee directed the PAO to pursue the recovery vigorously and get it  verified by the 

Audit. Also mention the name of the officer in future. 
 

 
 
26. REQUEST OF MS. FARZANA KHAN, DIRECTOR, INTERPRETATION                             

(BS-19)/SECRETARY, STANDING COMMITTEES, SENATE OF PAKISTAN  
 

The Chairman, Public Accounts Committee also considered the request of Ms. Farzana Khan, 

 Director, Interpretation (BS-19)/Secretary, Standing Committees, Senate of Pakistan regarding  

illegal and unauthorized occupation of Family Suite, allotted to her (No. 3-A, 72 family suites, 

Gulshan-e-Jinnah, F-5/1, Islamabad, occupied by Mr. Mohammad Suleman, S.P. P.M. Sectt.). 

The Committee also heard the complainant.  

The Estate Officer informed the Committee that Mr. Mohammad Suleman, SP, P.M.Sectt. 

occupied the said family suite illegally and unauthorized as he has another government 

accommodation at P.M’s colony Islamabad. 
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PAC DIRECTIVE (03-01-2013) 

The Committee directed the PAO to vacate the illegal and unauthorized occupation of the said 

premises from the S.P. posted in P.M. Sectt., immediately and hand over to Ms. Farzana Khan, 

within two days under intimation to the PAC Secretariat. Write letters to the Secretary, Ministry 

of Interior and I.G. (Police Islamabad) in this regard. 

27. i) PARA NO. 5.6, PAGE NO.- 98-99 - AR-2006-07 
UN-JUSTIFIED PAYMENT OF WATER CHARGES – RS.25.5 MILLION. 

 

ii) PARA NO. 5.15, PAGE NO. 104-105 - AR-2006-07 
NON-RECOVERY ON ACCOUNT OF ADJUSTMENT IN PRICES OF STEEL – RS.2.2 MILLION 

 

iii) PARA NO. 5.16, PAGE NO. 105-106 - AR-2006-07 
UN-JUSTIFIED EXPENDITURE AT HIGHER RATES DUE TO SUBSTITUTION OF 
SPECIFICATION – RS.1.9 MILLION 

 

iv) PARA NO. 5.21, PAGE NO. 108-109 - AR-2006-07 
EXCESS PAYMENT DUE TO DEVIATION FROM BOQ / TECHNICAL SANCTIONED ESTIMATE – 
RS.1.1 MILLION 
 

v) PARA NO. 5.24, PAGE NO. 110--111 - AR-2006-07 
OVERPAYMENT DUE TO EXCESS MEASUREMENT – RS. 0.788 MILLION 

vi) PARA NO. 5.26, PAGE NO. 112 - AR-2006-07 
OVERPAYMENT DUE TO INCORRECT MEASUREMENT -  RS. 0.253 MILLION. 

 
vii) PARA NO. 5.27, PAGE NO. 112-113 - AR-2006-07 

OVERPAYMENT BEYOND PC-I/ESTIMATES – RS. 0.228 MILLION 
 

viii) PARA NO. 5.28, PAGE NO. 113-114- AR-2006-07 
OVERPAYMENT DUE TO UNJUSTIFIED FILLING OF SAND – RS.0.213 MILLION 

 
ix) PARA NO. 5.29, PAGE NO. 114 - AR-2006-07 

OVERPAYMENT DUE TO INCORRECT RATE OF CEMENT BAGS – RS.0.141 MILLION 
 

x) PARA NO. 5.30, PAGE NO. 114-115 - AR-2006-07 
UNJUSTIFIED PAYMENT ON ACCOUNT OF SEAL COAT – RS.0.092 MILLION. 

 
xi) PARA NO. 5.31, PAGE NO. 115 - AR-2006-07 

NON-RECONCILIATION OF CASH BOOKS WITH TREASURY 
 

xii) PARA NO. 5.37, PAGE NO. 119-120 - AR-2006-07 
IRREGULAR PAYMENT ON ACCOUNT OF HIRING OF EIGHT HOUSES AFTER 
DECENTRALIZATION – RS.2.1 MILLION 

 

xiii) PARA NO. 5.38, PAGE NO. 120 - AR-2006-07 
NON-ACCOUNTAL OF GOVERNMENT RECEIPTS – RS.1.3 MILLION 
PAC DIRECTIVE (19-06-2012) 

On the recommendations of the DAC, the Committee settled the above-mentioned thirteen (13) 

Audit Para’s. 

28. i) PARA NO. 5.14, PAGE NO. 104 - AR-2006-07 
NON-CREDIT OF LAPSED DEPOSITS TO GOVERNMENT REVENUE – RS. 2.8 MILLION 
 

ii) PARA NO. 5.17, PAGE NO. 104-105 - AR-2006-07 
UNJUSTIFIED PAYMENT OF SEAL COAT AGAINST THE SPECIFICATIONS – RS.1.8 MILLION 

 
iii) PARA NO. 5.18, PAGE NO. 104-105 - AR-2006-07 

NON-RECOVERY ON ACCOUNT OF EXECUTION OF DEFECTIVE WORK – RS.1.5 MILLION 
 

iv) PARA NO. 5.23, PAGE NO. 110 - AR-2006-07 
EXCESS PAYMENT DUE TO ALLOWING EXCESSIVE QUANTITY –  RS. 0.797 MILLION 
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v) PARA NO. 5.40, PAGE NO. 121 - AR-2006-07 
NON-RECOVERY OF PENAL RENT RS.1 MILLION. 
 

PAC DIRECTIVE (19-06-2012) 

Accepting the request of Audit, the Committee directed Audit to discuss the above-mentioned 

Paras in the DAC.  Recommendations should be submitted to the Committee in its next meeting. 
 

The remaining paras of the Audit Report 2006-07 and Audit Report could not be discussed in the 

PAC due to shortage of time. 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

***** 
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MINISTRY OF HUMAN RESOURCE DEVELOPMENT  
2006-07 

 
17. OVERVIEW 

 
 

Appropriation of Accounts and Annual Audit Report for the year 2006-07 pertaining to the 

Ministry of Human Resource Development (Ministry of Labour, Manpower and Overseas 

Pakistanis) was examined by the Public Accounts Committee on 4th September, 2012 and 

subsequently on 22nd January, 2013. 

17.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations. 

17.2       Three grants and fifteen paras were presented by the AGPR and Audit. 

17.3 The Committee settled all the grants and nine paras on the clarifications given by the 

PAO. 

17.4 The Committee expressed displeasure for the then PAO for huge amount of saving and 

not utilizing the whole grant, which reflected poor financial management of that period. 

17.5 Regarding pending court cases PAC was informed 332 cases were pending in court. 
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MINISTRY OF HUMAN RESOURCE DEVELOPMENT 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of Public Accounts Committee held 

on 4th September, 2012, regarding Appropriation Accounts and Audit Reports for the year               

2006-07 on account of Ministry of Human Resource Development (Ministry of Labour, 

Manpower and Overseas Pakistanis) were summarized below:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. GRANT NO.82 – LABOUR AND MANPOWER DIVISION 

The AGPR pointed out that the grant closed with a saving of Rs.925,404 which worked out to 

0.45% of the total grant.  

The PAO stated that the saving/ excess was due to the reason that arrear of pay was paid, due to 

grant of 15% dearness allowance announced by the Government, due to the consolidated savings 

those were made under different sub head relating to operational head and due to the economy 

measures and also utility bills of less amount than expected relating to different spending units 

under this head etc.  

PAC DIRECTIVE (04-09-2012) 

The Committee settled the grant with the direction that surrender should be made in time in 

future. 

2. GRANT NO. 83 – OTHER EXPENDITURE OF LABOUR AND MANPOWER 
DIVISION 

 

The AGPR pointed out that the grant closed with an excess of Rs.1,321,890 which worked out to 

0.02% of the total grant. 
 

The PAO explained that excess was due to grant of 15% dearness allowance. 

PAC DIRECTIVE (04-09-2012) 
 

The Committee settled the grant. 

   3. GRANT NO. 148 – DEVELOPMENT EXPENDITURE OF LABUOR AND MANPOWER 
DIVISION 

 

The AGPR pointed out that the  grant closed with a saving of Rs.1,052,339,995 which worked out 

to 93.89 percent of the total grant. An amount of Rs.1,009,694,000 (90.09%) was surrendered 

leaving net saving of Rs.42,645,995 (3.80%).  

The PAO stated the reasons of saving and excess by explaining that the project was not 

operational fully due to which expenditure could not be incurred. Also, that the core activity of 

the project was short duration visits (4-12 weeks) of expatriate Pakistani experts to various 

educational scientific & technological research Institutions/ Organizations in Pakistan.  The 

operating expenses were only on the travel and daily subsistence allowance of these experts. 

Funds amounting to Rs.3.505 million were released for 1st and 2nd quarter was made on                       

29-06-2007. Resultantly Funds could not be utilized and activities were deferred. 

PAC DIRECTIVE (04-09-2012) 
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The Committee expressed displeasure for the then PAO for huge amount of saving and not 

utilizing the whole grant, which reflects poor financial management of that period. The grant was 

settled.  

AUDIT REPORT PUBLIC SECTOR ENTERPRISES ON THE ACCOUNT OF 
MINISTRY OF HUMAN RESOURCE DEVELOPMENT (LABOUR & 

MANPOWER) FOR THE YEAR 2006-07 
 

OVERSEAS EMPLOYMENT CORPORATION (PVT.) LIMITED 
 

1. i) Para-140.1, Page-237-238, ARPSE-2006-07-Working Results. 
ii) PARA-140.3, PAGE-238, ARPSE-2006-07-Working Results. 
 
PAC DIRECTIVE (22-01-2013)  

 

The Committee settled the above paras.  
 

2. Para-140.4, Page-239, ARPSE-2006-07 
 

The Audit pointed out that trade debtors increased by 107% from Rs.3.594 million in the year 

2004-05 to Rs.7.440 million in 2005-06. Out of total debtors, an amount of Rs.4.546 million 

(Rs.2.197 million of travel business and Rs.2.349 million of recruitment business) was considered 

doubtful which showed that no proper credit policy was formulated by the management to 

recover the Corporation’s dues. 

The PAO stated that a decision was taken by former MD Lt. General Arshad Mehmood on 

September 09, 1999 regarding the recovery of long granting credit to clients during their tenures 

of posting at OEC Travels without collateral. The detail of outstanding amount were conveyed to 

them vide MD’s Secretariat letter No.23/10-10/99 dated 09-09-1999 with the request to affect the 

recoveries from the defaulters within three months otherwise the amount involved will be 

recovered from the Pay/Final dues of the then responsible employees. As per said order total 

amount of Rs.2,378,950 was recoverable from all the concerned employees of OEC Travels but 

some of the employees had retired from the service of the Corporation and their final dues of CPF 

and gratuity had been cleared from the OEC before the issue of said order for recovery. However 

a sum of Rs.1,043,138 was recovered from the Pay/Final dues of existing employees and the 

recovery of Rs.1,335,812 could not be made from outgoing employees. However, efforts were 

being made to recover the outstanding amount from the concerned debtors. As soon as the 

amount is received Audit will be informed accordingly.  
 

PAC DIRECTIVE (22-01-2013)  
 

The PAC directed the PAO to provide the list of defaulters to the PAC Secretariat and media and 

also recovery should be made within one month from defaulters under Land Revenue Act.  

3. PARA-140.5, PAGE-239, ARPSE-2006-07 
 

The Audit pointed out that advances, deposits, prepayments and other receivables of Rs 39.729 

million included an amount of Rs 1.909 million as advertisement cost receivable. Early recovery 

is stressed. 
 

The PAO stated that An amount of US$ 2,895 (Rs.175,726.50) had been received/adjusted from 

M/s Haseem Consultation Service, Malaysia. Advertisement cost of US$ 20,123 equal to Pak 
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Rs.1,221,466.10 is still outstanding against the foreign clients. Fax reminders were issued to all 

the CWAs on 02.08.2010, 03.03.2011 and 14.06.2011 and requested them to take up the matter 

with the concerned clients, on our behalf, for early settlement of our account.  

PAC DIRECTIVE (22-01-2013)  
 

The Committee directed the PAO to recover the amount within one month and also take up the 

issue with the Secretary Ministry of Foreign Affairs for early recovery.  

 
4. i) PARA 140, ARPSE 2006-07 

 
ii) PARA 140.2, ARPSE 2006-07 

 
iii) PARA 141, ARPSE 2006-07 

Irregular grant of rebate to travel agencies - Rs.3.265 million 
  

PAC DIRECTIVE (22-01-2013)  

The Committee settled the above mentioned paras on recommendation of the Audit. 
AUDIT REPORT PUBLIC SECTOR ENTERPRISES ON THE ACCOUNT OF 

THE MINISTRY OF HUMAN RESOURCE DEVELOPMENT FOR THE YEAR 2006-07 
 

EMPLOYEES OLD-AGE BENEFITS INSTITUTION 
 

5. PARA-134.2, PAGE 232, ARPSE-2006-07 
 

The Audit pointed out that other receivables increased from Rs.73.143 million as on June 30, 

2005 to Rs.163.155 million as on June 30, 2006 registering an increase of 123.06%. These 

balances were net of provision of Rs.399.022 million as on June 30, 2005 against Rs.428.906 

million as on June 30, 2005 for doubtful receivables. Huge provision needs to be justified besides 

taking steps for early recovery of balance receivables of Rs.163.155 million. 

The PAO stated that total receivable from BEL is Rs.175.325 million out of which Rs.40 million 

received through official assignee of Sindh High Court on 23-02-2009. The 2nd installment of 

Rs.24 million received on 31-01-2011. The letter regarding 3rd installment of Rs.24 million was 

received to collect the amount. The matter was being pursued vigorously for recovery of the 

remaining amount. 

PAC DIRECTIVE (22-01-2013)  

The PAC directed the PAO to recover the balance amount and report to the Committee and Audit.  

6. PARA-135, PAGE-232, ARPSE-2006-07 
NON-RECOVERY OF REMAINING AMOUNT OF EMBEZZLED FIBS DUE TO LACK 
OF PURSUANCE – RS.206.125 MILLION 

 

The Audit pointed out that as per 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 and that he will also be held personally responsible for 

any loss arising from fraud or negligence on the part of any other Government officer. In 

Employees’ Old-Age Benefits Institution (EOBI) FIBs amounting to Rs.1,033.890 million were 

embezzled in the year 2000. The matter was investigated by NAB and a reference was filed 
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before Accountability Court of National Accountability Bureau after taking most of the accused 

persons under custody. The accused resorted to approach NAB for settlement/bargaining by 

surrendering certain properties/assets worth Rs.753.962 million, which was approved by the 

Accountability Court in terms of Section 25 of NAB Ordinance-1999.  

The PAO stated that the Accountability Court No.02 Sindh, Karachi vide its order dated 13-04-

2009 acquitted Mr. Sheikh Barakatullah, Ex-Chairman EOBI, in reference No.20/2002 U/S:265-

K Cr.P.C. Further Mr. Tahir Siddiqui and other including Mr. S. Barakatullah were also acquitted 

in another reference No.82/2007 U/s:265-K Cr.P.C. vide order dated 13-04-2009. In view of these 

Judgments, DG NAB was intimated the position as per EOBI books of account were total amount 

recoverable was Rs. 1033.890 million, amount recovered is Rs. 827.765 million and net balance 

recoverable was Rs. 206.125 million. EOBI requested the DG NAB to intervene and ensure the 

protection of the rightful interest of the Institution. Response from DG NAB was awaited.  

PAC DIRECTIVE (22-01-2013)  
 

The Committee directed the PAO to pursue the case vigorously and report to the PAC about its 

progress.  

7. PARA-136, PAGE-233, ARPSE-2006-07 
LOSS DUE TO DEREGISTRATION OF CLOSED UNITS INVOLVING NON-
RECOVERY OF CONTRIBUTION ARREARS – RS.13.323 MILLION 

 

The Audit pointed out that contribution should be promptly recovered from employers under 

Employees’ Old-Age Benefits Institution (EOBI) Act, 1976. Timely recovery of contribution 

and proper follow up of defaulting employers is important function of EOBI. Board of Trustees of 

EOBI allowed deregistration of 218 closed units involving a huge non-recovery of contribution of 

Rs.13.323 million. Despite deregistration of these units, the Institution continued payment of 

benefits to its employees as per rules. The contribution pertained to the period when those units 

were in operation, which should have been recovered as arrears of land revenue according to 

EOBI Act, 1976. 

The PAO stated that the units had properly been surveyed. The matter was placed before the BOT 

in the 80th meeting but was deferred. It may be appreciated that presently there is no provision in 

law to write off the arrears outstanding against these cases.  

PAC DIRECTIVE (22-01-2013)  
 

The PAC directed the PAO to recover the amount under the Land & Revenue Act.  
8. PARA-138, PAGE-234, ARPSE-2006-07 

NON-RECOVERY OF RENT FROM VARIOUS DEFAULTING TENANTS - RS.2.489 MILLION 
 

The Audit pointed out that as per para 31 of GFR Vol-I, the head of the department will be 

responsible for recovery of dues of Government buildings. 

The Audit further pointed out that on contrary to the above, Employees’ Old-Age Benefits 

Institution (EOBI) could not recover rent from various tenants for the last, one to four years, 

which accumulated to Rs.2.733 million as on June 30, 2006. Non-recovery was pointed out to the 

management on July 24, 2007. The management informed that recovery of outstanding rent was 

in process and legal suits against three defaulters had been decided in favour of EOBI. 
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The PAO stated that the matter was placed in 83rd BOT meeting held on 27-03-2009 for write 

off the outstanding rent, wherein the BOT directed the CEO PRIMACO to provide the detail of 

efforts taken by the PRIMACO for recovery of outstanding rent and placed the matter before 

BOT in the next meeting for consideration of the waiver/write off.  

PAC DIRECTIVE (22-01-2013)  

The PAC settled the para subject to recovery from tenants.   

9. PARA-139, PAGE-235, ARPSE-2006-07 
NON-RECOVERY OF OUTSTANDING RENTAL INCOME – RS.0.437 MILLION 
 

The Audit pointed out that the shopping centre i.e. EOBI House (Ex-Awami Markaz) of 

Employees’ Old-Age Benefits Institution had been rented out to various private and public 

organizations but the rental income, which is an important source of income of EOBI, not 

being collected regularly as a huge amount of Rs.7.085 million was outstanding against fifty-

eight private tenants and six Government departments as; Private tenants - Rs.2.920 million 

and Government departments - Rs.4.165 million. 

The Audit further pointed out the above state of affairs occurred due to slow pace of 

recovery and poor vigilance and resultantly outstanding amount accumulated to the extent of 

Rs.7.085 million. Non-recovery was pointed out to the management on July 24, 2007. The 

management replied that an amount of Rs.4.935 million had been recovered. 

PAC DIRECTIVE (22-01-2013)  
 

The PAC directed the PAO to get verification of the recovered amount from the Audit, recover 

the balance amount within one month and report to the Committee.  

10. i) PARA 134, APRS 2006-07 
 

ii) PARA 134.1, APRS 2006-07- Working Results. 
 
 

iii) PARA 137, APRS 2006-07 
Loss of income due to premature revoking of fibs repo deal with prudential investment 
bank limited - Rs.1.772 million 
 

PAC DIRECTIVE (22-01-2013)  
 

The Committee settled the above three paras on the recommendations of the Audit. 
 

***** 
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MINISTRY OF HUMAN RIGHTS 
2006-07 

 
18. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Ministry of Human Rights 

including devolved Ministry of Women Development were examined by the Public Accounts 

Committee on 7th December, 2012. 

18.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future and financial management should be improved. 

18.2  Two grants were presented by the AGPR. 

18.3 All grants were settled by the Committee with the direction that there should be zero 

saving and zero excess in future.  

 

18.4   Regarding pending court cases PAC was informed only one (1) case was pending in 

court.  
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MINISTRY OF HUMAN RIGHTS 
ACTIONABLE POINTS  

 
Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 7th of December, 2012, regarding Appropriation Accounts for the year 2006-07 on the 

accounts of Ministry of Human Rights including devolved Ministry of Women Development 

were summarized below:- 

MINISTRY OF HUMAN RIGHTS 
(DEVOLVED MINISTRY OF WOMEN DEVELOPMENT) 

 
APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

 
1. GRANT NO.118 – WOMEN DEVELOPMENT DIVISION 

 
The AGPR pointed out that the grant closed with a saving of Rs.5,531,746 which worked out to 

8.08 percent of the total grant.   

 
The PAO explained that the saving under different object heads was due to vacant posts. The 

saving was also due to the amount kept for anticipated expenditure on re-imbursement of medical 

claims which were not received until the closing the year. Some savings occurred due to 

difference between the amount kept for purchase of physical assets and the rates quoted by the 

supplier. The PAO further explained that savings occurred due to the reason that a planned 

meeting National Commission on Status of women could not be held during the year.  

PAC DIRECTIVE 
 

The Committee settled the grant with the direction that there should be zero saving and zero 

excess in future. 

 
2. GRANT NO. 161 – DEVELOPMENT EXPENDITURE OF WOMEN DEVELOPMENT 

DIVISION 
 

The AGPR pointed out that the grant closed with a saving of Rs.163,946,403 which worked out 

to 58.57 percent of the total grant. An amount of Rs.23,280,000 (8.32%) was surrendered  leaving 

net saving of Rs.140,666,403 (50.26%). AGPR further pointed out that non accountal of 

surrender order amounting to Rs.61,876,000. 

The PAO explained that the savings occurred as the original allocation was revised by the 

Planning & Development Division during 3rd quarter reviews.  

 
PAC DIRECTIVE 

 

The Committee settled the grant but expressed displeasure over poor financial management at 

that time. 

 
***** 
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MINISTRY OF INDUSTRIES  
2006-07 

 

19. OVERVIEW 
 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Industries were examined by the Public Accounts Committee on 17th May, 2012 and 

subsequently on 18th December, 2012. 

19.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future and court cases should be followed vigrously. 

19.2  Three grants, four paras and one Audit Report on Ministry of Production were presented 

by the AGPR and the Audit. 

19.3 All grants were settled on the justifications given by the PAO and directed that there 

should be zero excess and zero saving in future. 

19.4 The Committee directed the M.D. USC to provide report of court cases along-with the 

amount involved in each case.  

19.5 The Committee showed its displeasure over non-depositing of accounts and directed to 

submit the accounts by fixing responsibility for non-compilation/submission of accounts. 

19.6 The M.D, USC and Chairman, EPZA were directed to brief. 

19.7 The PAC also showed displeasure for not holding DACs in time and appearing before the 

PAC unprepared and for not maintaining accounts in Export Processing Zone Authority 

(EPZA). 

19.8 The PAC directed for special audit of the Utility Store Coorporation.  

19.9 The PAC expressed displeasure for irregularities in inductions in NFC and absence of 

Chairman and General Manager of National Fertilizer Coorporation from the PAC 

meeting. 

19.10 The PAC was informed by the Chairman Pakistan Steel Mills that PSM had a loan 

burden of Rs.28 Billion and paid heavy interest on it. 

19.11 The Chairman Pakistan Steel Mills to formulate the future business plans with the 

cooperation of the Private Sectors. 
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MINISTRY OF INDUSTRIES 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the PAC meeting held on 17-05-2012 and 

subsequently on 18th December, 2012 pertaining to Ministry of Industries on the Examination of 

Appropriation Accounts, Audit Reports and Special Audit Reports for the year, 2006-07 were 

summarized as below :- 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

1. GRANT NO 62 - INDUSTRIES, PRODUCTION AND SPECIAL INITIATIVES 
DIVISION SAVING OF RS.4,579,959/- 

 

The AGPR pointed out that the grant closed with a saving of Rs.4,579,959/- which worked out to 

4.84 percent of the total grant. An amount of Rs.4,000,000/- (4.22%) was surrendered resulting 

into an excess to Rs.579,959 (0.61%).  

The PAO explained that saving was due to medical reimbursement which could not be utilized 

due to less billing. 

PAC DIRECTIVE(17-05-2012) 

The Committee recommended the grant for regularization and directed that there should be zero 

excess and zero saving in future.  

2. GRANT NO 63 – DEPARTMENT OF INVESTMENT PROMOTION AND SUPPLIES 
SAVING OF RS.785,935/- 
 
The AGPR stated that the grant closed with a saving of Rs.785, 935 which worked out to 6.93 

percent of the total grant. An amount of Rs.500,000 (4.41%) was surrendered resulting into an 

excess to Rs.285, 935 (2.52 %). 

The PAO explained the reasons that saving occurred due to compulsory retirement of Deputy 

Assistant Director, absorption of one Assistant in other Government Department and non-

utilization of amount of Rs.88,000/- due to reason that Finance Division had not allowed leave 

encashment to surplus staff and saving of Rs.24,000 was due to the reason that medical bill was 

returned un-passed.   

PAC DIRECTIVE(17-05-2012) 

The Committee agreed with the reason given by the PAO and recommended the grant for 

regularization.  

3. GRANT NO 64 – OTHER EXPENDITURE OF INDUSTRIES, PRODUCTION AND 
SPECIAL INITIATIVES DIVISION (Saving of Rs.248, 911, 391/-) 
The AGPR stated that the grant closed with a saving of Rs.248,911,391 which worked out to 

39.66 percent of the total grant. An amount of Rs.197,789,000 (31.51%) was surrendered leaving 

net saving of Rs.51,122,391 (8.14%). 

The PAO explained that excess occurred due to the reason that final estimates 2006-07 was 

wrongly calculated for eleven months basis instead of 12 months and saving of Rs.10,057,558 
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was due to reason that the actual budget amounting to Rs.77.958 million was approved for the 

total 121 employees which also includes 16 additional posts required for the reconstructed EDB.   

PAC DIRECTIVE(17-05-2012) 

The Committee recommended the grant for regularization and directed that there should be zero 

excess and zero saving in future. 

4. GRANT NO 169 – CAPITAL OUTLAY ON INDUSTRIAL DEVELOPMENT 
(SAVING OF RS.1,446,729, 282/-) 

 

The AGPR stated that the grant closed with a saving of Rs.1, 446, 729, 282 which worked out to 

30.98 percent of the total grant. An amount of Rs.1,695,317,000 (36.30%) was surrendered 

leaving net excess of Rs.248, 587,718 (5.32%). 
 

The PAO explained that saving occurred due to the reason that Foreign Exchange of Rs.14, 

268,000 was received in the form of equipment and services. The required equipment and 

services had been received in PITAC against this Foreign Grant.  

PAC DIRECTIVE(17-05-2012) 
 

The Committee recommended the grant for regularization and directed that there should be zero 

excess and zero saving in future.  

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR 2006-07 
(Prepared by DG CA&E Lahore) 

 
1. PARA 87.2 , PAGE 155, (ARPSE- 2006-07) 

UTILITY STORES CORPORATION OF PAKISTAN (PRIVATE) LIMITED 
 

The Audit pointed out that the recoverable from store in-charges increased from Rs.89.117 

million as on June 20, 2005 to Rs.99.045 million as on June 30, 2006. These recoverable 

represent cost of various items of stores found short against the store In-Charges but recovery was 

not made. The management was stressed upon to effect recovery from the concerned 

officers/officials and to improve controls to safeguard public funds.  

The PAO stated that an amount of Rs.32.086 million had been recovered except pending Legal 

Court Cases for Rs.66.959 million of USC Regions out of above amount Rs.13.882 million had 

recovered. All positive steps and efforts were being carried out, however recovery depends on 

court decision.  

PAC DIRECTIVE(17-05-2012) 

The Committee directed the PAO to pursue Court cases vigorously. The Committee also directed 

M.D. Utility Stores Corporations to give briefing of the Court cases which relate to USC.  

2. PARA 87.4 (PAGE 155-156-ARPSE-2006-07) 
 

The Audit pointed out that the miscellaneous receivables stood at Rs.74.074 million as on June, 

2006 and a provision for doubtful receivables amounting to Rs.51.451 million had been made. 

Reasons for which these receivables became doubtful need investigation. Efforts should be made 

to effect recovery.  
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The PAO briefed the Committee that an amount of Rs.46.736 million pertained to various 

suppliers and Court cases, while Rs.4.715 million was outstanding against the various agencies 

and ex-employees. However, Rs. 547,306.00 has been recovered and efforts are being made to 

pursue the court cases for recovery aspects effectively.  

PAC DIRECTIVE(17-05-2012) 

The Committee directed the M.D. USC to provide the detailed report of court cases along-with 

the amount involved in each case.  

NATIONAL FERTILIZER MARKETING LIMITED 
 

3. PARA 118.3 , PAGE 208, (ARPSE-2006-07) 
 

The Audit pointed out that the Trade debts increased to Rs.45.214 million as on June 30, 2006 

from Rs.0.461 million as on June, 30, 2005 registering an increase of 9,708%. The balance 

outstanding was net off debts aggregating to Rs.2.826 million considered doubtful of recovery for 

which provision had been made in the accounts. Abnormal increase in trade debts and non-

recovery of doubtful debts may be justified.  

The PAO informed the Committee that the case was about to be resolved. The recovery of the 

amount of Rs.13, 00,000 only is due against Mr. Mehmood-ul-Hassan. And the date of hiring in 

the court is 19-05-2012.  

PAC DIRECTIVE(17-05-2012) 
 

The Committee directed the PAO to submit detailed report of the case to PAC. The Committee 

also showed displeasure on the absence of M.D. and Chairman, NFC in the PAC meeting and 

directed the PAO for calling their explanation as to why they have not attended the PAC meeting. 

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR 2006-07 
(Prepared by DG CA&E Karachi) 

4. PARA 8 (PAGE 374-ARPSE 2006-07) 
NON-COMPILATION OF ACCOUNTS 

 
The Audit pointed out that the Export Processing Zone Authority failed to submit their audited 

accounts for the year 1988-89 to 2005-06 by the prescribed date of January 15, 2007. 

The PAO explained the Committee that the Management of EPZA was in progress for 

preparation of nineteen years accounts for last several years. This year the management of EPZA 

has significant progress and got seven years i.e for 1993 -2000 duly audited and approved by 

EPZA Board. These accounts were ready and their copies would be submitted to Audit within one 

week. For the next six years i. e 2001-2006, the accounts would be provided within next three 

months. For the remaining six years the accounts will be provided within next six months. Thus 

the whole process of accounts preparation, audit and approval by EPZA Board would be 

completed by 30-11-2012.   

PAC DIRECTIVE(17-05-2012) 

The Committee showed its displeasure over non-depositing of accounts and directed to submit the  
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accounts by fixing responsibility for non-compilation/submission of accounts. The Committee 

also directed the M.D, USC and Chairman, EPZA to give briefing together as and when desired 

by the PAC.   

5. AUDIT REPORT PULIC SECTOR ENTERPRISES FOR THE YEAR 2006-07 
ON M/O PRODUCTION (Prepared by DG CA&E Karachi) 
 

PAC DIRECTIVE(17-05-2012) 

The Committee showed displeasure to PAO for not conducting DAC before PAC Meeting and 

directed to conduct fresh DAC on the Audit Reports on urgent basis. 

The Committee also directed to constitute a Sub-Committee on Auto Industries to prepare a 

policy for reduction of prices to affordable level for the general public including deletion 

programme related to manufacturing of cars, buses, tractors and motorcycles, etc.  

 
The Sub-Committee was constituted comprising on following members: 
 

(1) Mr. Hamid Yar Hiraj, MNA 
(2) Mr. Muhammad Pervaiz Malik, MNA 
(3) Mr. Noor-ul-Haq Qadri, MNA 
(4) Mr. Saeed Ahmed Zafar, MNA 
(5) Syed Haider Abbas Rizvi, MNA  

 

The meeting ended with the vote of thanks to and from the chair. 

 

**** 
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NATIONAL ASSEMBLY SECRETARIAT 
(Public Accounts Committee Wing) 

 
Subject:  MINUTES OF THE PAC MEETING REGARDING PROCEDURE OF 

ISSUANCE OF FISCAL SROs BY VARIOUS MINISTRIES/DIVISIONS. 
 

A meeting of Public Accounts Committee (PAC) was held on                                

18th December 2012, in Committee Room No. 2, Parliament House, Islamabad, to discuss the 

matters related to issuance of SROs having fiscal implications. List of participants is attached. 

Khawaja Sohail Mansoor, MNA/Chairman, standing Committee of Finance, Revenue, Planning 

& Development and the Deputy Chairman, Planning Commission also participated as special 

invitees.  

   The Chairman PAC said that the powers to levy taxes rested with the Parliament, 

which had delegated certain powers to the executive to ensure smooth day to day working of the 

Government. It was expected that these delegated powers would be exercised in a transparent and 

judicious manner. However, it appeared that these powers were being exercised in arbitrary and 

non-transparent manner, benefiting certain individuals or companies at the expense of others. 

Since the SROs in many cases gave tax exemptions, they had the impact of reducing government 

revenues which ultimately restricted public service delivery by the Government.  

 

The Deputy Chairman Planning Commission (DCPC) briefed the Committee that 

since 1988, tax reform had been a major element of all the reform programmes agreed between 

the Government and IMF. The programmes aimed at increasing the tax-GDP ratio, which has 

remained very low in Pakistan. These efforts to increase the ratio have however remained 

unsuccessful, mainly due to the exemptions granted through SROs. This has in turn led to lower 

economic growth and lower competitiveness in the market. 

The New industry cannot grow in an atmosphere where monopolies are created 

through arbitrary favours. There was, therefore, a need to dispense with the SRO culture and 

create an atmosphere of certainty, where investors can plan their investments on long term basis. 

Representative of Finance Division stated the Finance Division had issued only 

one SRO with fiscal impact in the recent past, which related to changes in policy of encashment 

of earned leave of government employees. He also stated that FBR issued SROs under the powers 

delegated to them. It needed to be investigated if the powers had been exercised arbitrarily, in 

which case these powers may be withdrawn.  

Auditor General explained that the intent of delegation of powers was clear, which was to 

facilitate day to day running of the government. Parameters are set out in the law. The audit 

watches the process on behalf of the government and can point out if the powers are exercised 

arbitrarily.  
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FBR representatives explained that the powers delegated to them were not absolute. 

Other Ministries/Divisions/institutions are consulted in the process. Exemptions are granted after 

careful examination. Also the present management of FBR was in favour of doing away with the 

SRO related powers. A study was underway to quantify the exemptions, which would be 

completed by 2nd January, 2012, which will also be submitted to the PAC. They however 

cautioned that all the exemptions cannot be done away with overnight. They need to be tapered 

off over time.  

Secretary Industries Division stated that SROs were the greatest hurdle in the way of 

having a consistent policy, which was extremely important for the growth and development of 

industry in the country.   

Members of the Committee observed that the total fiscal impact of SROs was around 650 

billion. Only a few exemptions were genuine, which related to flood affectees. The local industry 

had been destroyed. Luxury items had been exempted. Monopolies had been created. 

Government officials could afford lavish lifestyles because of these holes in the system. It was 

also observed that the procedure of issuance of SROs was not transparent and paper companies 

were being paid refunds of millions of rupees.  

Parliament was not taken into confidence in the matter.  

 

After detailed deliberations the Committee concluded that there was need for further 

technical level input to come at a conclusion which is in the best interest of the country and made 

the following recommendations/Directives. 

PAC DIRECTIVE(18-12-2012) 

 

 The PAC constituted a Committee under the Chairmanship of Deputy Chairman Planning 

Commission, comprising the representatives of the Finance Division, M/o Commerce, M/o 

Industries, FBR, BOI and National Tariff Commission. This report would include the details of 

the forty two(42) audit paras on the subject. The Committee would look into the whole exemption 

regime and suggest the way forward with a view to minimize SROs in future. The Committee 

would submit its report to the PAC Secretariat within two weeks. 

 
 The meeting ended with a vote of thanks to and from the Chair. 
 
 

**** 
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MINISTRY OF INFORMATION AND BROADCASTING 
2006-07 

 
20. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Information & Broadcasting were examined by the Public Accounts Committee on 

16th May, 2012 and subsequently on 13th December, 2012. 

 

20.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper financial rules 

should be followed in future, statements should be reconciled and surrender of any type 

must be in time. 

20.2  Five grants and thirty four paras were presented by the AGPR and the Audit. 

20.3 All grants were settled. The Committee settled twenty paras and directed that record 

should be verified by the Audit. 

20.4 In some paras, the Committee directed the PAO to submit progress report to the PAC. 

20.5 The Committee showed displeasure for violating the financial rules and for not 

surrendering the project amount in time. 

20.6 The PAO was directed for reconciliation of the statements regarding irregular 

expenditure to purchase an imported vehicle even after banning on purchase of imported 

vehicles. 

20.7 The Committee expressed displeasure for irregular expenditure of Rs.1.252 Million on 

account of hiring vehicles without open competition.  

 



 
 

221 
 

MINISTRY OF INFORMATION AND BROADCASTING 
ACTIONABLE POINTS 

 

Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 16th May, 2012 and subsequently on 13th December, 2012, regarding Appropriation Accounts, 

Audit Report of Federal Government and Audit Report of Public Sector Enterprises for the year 

2006-07 pertaining to Ministry of Information & Broadcasting were summarized as under: 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

i) GRANT NO.65- INFORMATION AND BROADCASTING DIVISION 
SAVING RS. 3,607,037 
 

The AGPR stated that the grant closed with a saving of Rs. 3,607,037 which worked out to 2.54 

percent of the total grant. An amount of Rs.7,801,000 (5.50%) was surrendered resulting into net 

excess of Rs. 4,193,963 (2.96%). A supplementary grant of Rs. 5,000,000 was sanctioned but not 

included in the supplementary schedule of authorized expenditure. After taking into account the 

excess shall be converted into net saving of Rs.806,037 (0.55%). 
 

The PAO informed the Committee that saving was occurred due to 20 cost centers and more than 

200 detailed object heads which were operative in the demand during the financial year. 
 

The PAO further informed that a supplementary grant was taken for External Publicity Wing 

(H.Q). 

ii). GRANT NO.66 - DIRECTORATE OF PUBLICATIONS NEWSREELS AND 
DOCUMENTARIES SAVING RS. 977,954 
 

The AGPR stated that the grant closed with a saving of Rs. 977,954 which worked out to 1.92 

percent of the total grant. A supplementary grant of Rs. 80,000 was sanctioned but not included in 

the supplementary schedule of authorized expenditure. After taking into account the saving shall 

be increased to Rs.1,057,954 (2.07%). 
 

The PAO informed the Committee that saving was due to grant of 15% dearness allowances to 

Government employees. 

iii) GRANT NO.67-PRESS INFORMATION DEPARTMENT 
EXCESS RS. 5,151,066 

 

The AGPR stated that the grant closed with an excess of Rs. 5,151,066 which worked out to 3.05 

percent of the total grant. A supplementary grant of Rs. 3,000,000 was sanctioned but not 

included in the supplementary schedule of authorized expenditure. After taking into account the 

excess shall be decreased to Rs.2,151,066 (1.25%). 
 

The PAO informed the Committee that excess was due to 15% adhoc relief to the Government 

Servants as well as booking of salary expenditure for 13 months instead of 12 months by the 

AGPR sub office Karachi and Quetta. 
 

iv). GRANT NO.68 -INFORMATION SERVICES ABROAD 
EXCESS RS. 25,456,701 

 

The AGPR pointed out that the grant closed with an excess of Rs. 25,456,701 which worked out 

to 12.17 percent of the total grant. A supplementary grant of Rs. 3,800,000 was sanctioned but 
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not included in the supplementary schedule of authorized expenditure. After taking into account 

the excess shall be decreased to Rs.21,656,701 (10.16%). 

The PAO informed that excess occurred due to less provision of budgetary allocation against the 

demand of the Information Services Abroad. 

The PAO further informed that a supplementary grant was taken for the establishment of new 

Information Section, Embassy of Pakistan, Kabul. 

PAC DIRECTIVE(16-05-2012) 

The above grants were settled with the direction that there should be zero excess and zero saving 

in future.   

v). GRANT NO.69- OTHER EXPENDITURE OF INFORMATION AND BROADCASTING 
DIVISION EXCESS RS. 9,649,000 

 

The AGPR pointed out that the grant closed with an excess of Rs. 9,649,000 which worked out to 

0.49 percent of the total grant. An amount of Rs. 720,540 (0.03%) was surrendered, increasing 

net excess to Rs. 10,369,540 (0.53%). A supplementary grant of Rs. 19,213,000 was sanctioned 

but not included in the supplementary schedule of authorized expenditure.  
 

The Management informed that it was occurred due to less booking of expenditure amounting to 

Rs.8,843,460. 

PAC DIRECTIVE(16-05-2012) 

The grant was settled with the direction that the Accountant General of Pakistan Revenues will 

re-examine and verify the details of surrenders and supplementary grants. 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY FOREIGN AFFAIRS AND 
PAKISTAN MISSIONS ABROAD FOR THE AUDIT YEAR 2006-07 PERTAINING 

TO  INFORMATION & BROADCASTING 
1. PARA-7.1 - PAGE 50 - AR- 2006-07 

NON-ADJUSTMENT OF ADVANCES OF RS. 1.247 MILLION FROM GOVERNMENT 
EMPLOYEES 
The Audit stated that in the two Pakistani Missions (Washington and Colombo) the advances on 

account of TA/DA drawn by the officers had not been adjusted within the stipulated period.  

The Audit further stated that non-adjustment of advances despite lapse of the permissible period 

and in violation of laid down procedures was tantamount to undue favour to the individuals. 

The Management informed the Committee that Ministry had written after the DAC meeting held 

on 14-07-2011 to the concerned officers i.e Mrs. Talat Waseem and Mrs. Suriya Jamal for 

adjustment of advance Rs. 6,541,066 or to provide copy of TA adjustment of full advance. 

The PAO requested the Committee to allow sometime to reconciled the figures with account 

office of Pakistani Mission, Washington and to the Audit. 

PAC DIRECTIVE(16-05-2012) 

The Committee directed the PAO to recover the amount and recovery should be  verified from 

the Audit within two weeks. 
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2. PARA-7.2 - PAGE 50 - AR- 2006-07 
AVOIDABLE EXPENDITURE ON ACCOUNT OF DENTAL TREATMENT US$ 15,675 
(RS. 987,525) 

 

The Audit stated that Pakistan Mission at UN, New York incurred an expenditure of US$ 15,675 

on dental treatment of Minister Press and his family within seven months as a routine matter 

which can not be considered as genuine expenditure.  

The Audit further stated that it was intimated that the Mission did not obtain the facility of dental 

insurance, though they had already obtained the facility of medical insurance. Whereas Embassy 

of Pakistan Washington was availing both the facilities with a difference of US$ 30 P.M. If such 

facility had been obtained by the Mission, the Government would had been prevented from the 

misuse of heavy expenditure of US$ 15,675 by one family. 

The PAO requested the Committee to allow sometime for verification of medical bills from the 

Pakistani Mission, USA. 

PAC DIRECTIVE(16-05-2012) 

The Committee directed the PAO to hold inquiry if rules did not allow the expenditure then 

amount should be recovered within one month. The Committee also directed to submit report to 

the PAC. 

3. PARA-7.3 - PAGE 51 - AR- 2006-07 
UNAUTHORIZED PAYMENT ON ACCOUNT OF MOBILE PHONE CHARGES RS. 
126,078 
 

The Audit stated that in accordance with Cabinet Division, payment of mobile phone charges at 

government expenses was only allowed to specifically authorized Heads of Missions.  

The Audit further stated that contrary to the above, the Pakistani Missions (Washington & 

London) incurred a sum of Rs. 126,078 on account of mobile charges in respect of non entitled 

officers. Therefore, Audit recommends for immediate recovery of unauthorized payments from 

all concerned officers.  
 

The PAO informed the Committee that the Ministry had initiated the recovery process in this case. 

The PAO further informed that recoveries would be got verified from Audit and a report would 

be submitted to the Committee within one month. 

PAC DIRECTIVE(16-05-2012) 

The Committee directed the PAO to make recovery within 15 days and submit report to the PAC. 

AUDIT REPORT PUBLIC SECTOR ENTERPRISES ON THE ACCOUNTS 
OF MINISTRY OF INFORMATION & BROADCASTING 

FOR THE AUDIT YEAR 2006-2007 
PAKISTAN BROADCASTING CORPORATION 

4.  PARA # 120-1 - PAGE-213-214 - ARPSE-2006-07 

The Audit stated that advertisement income as on June 30, 2006 decreased to Rs. 138.403 million 

in 2005-06 as compared to the previous year income of Rs. 148.674 million, which showed that 

the management could not manage to raise sufficient amount of revenue from the advertisement.  
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The Audit further stated that expenses increased to Rs.1,577.213 million during the year 2005-06 

from Rs.1,429.850 million in the year 2004-05 registering an increase by 10% over the previous 

year. Therefore, efforts for increase in revenue from advertisement and curtailing expenses need 

to be made. 

The PAO admitted the delay for vacant posts of Board of Directors and assured the Committee 

that the Ministry will refer the case to the Prime Minister within a week.  

PAC DIRECTIVE(16-05-2012) 

The Committee directed the PAO to complete the Board within one month and report back to PAC. 

5. PARA # 120-2 - PAGE-214 - ARPSE-2006-07 

The Audit stated that accounts receivables including provision for doubtful debts of Rs. 10.668 

million stood at Rs.92.290 million as on June 30, 2006 as compared to previous year receivables 

of Rs.90.384 million. The increasing trend of doubtful debt amounting to Rs.9.611 million as on 

June 30, 2005 and Rs.10.668 million as on June 30, 2006 indicated that the management had not 

taken effective steps for recovery of outstanding receivables. The management was advised to 

enhance efforts for early recovery of outstanding debts.  

The PAO stated that other court cases are being pursue vigorously. All concerned PBC 

advocates/counsels had been asked that all recovery cases may be perused hectically and seeking 

long adjournments in these cases may be avoided. Attorney General of Pakistan had also been 

requested to help PBC for early decision of the court cases. 

The PAO assured the Committee that the Ministry would provide the list of court cases to the 

Committee as well as the list of blacklisted Agencies and informed the Committee that our 

recovery is improved now. 

PAC DIRECTIVE(16-05-2012) 

The Committee directed the PAO to provide record of court cases pending in the court and submit 

report to the PAC. 

6. PARA # 120-4 - PAGE-214 -ARPSE-2006-07 
The Audit stated that stores and spares valuing Rs.182.821 million included provision for 

obsolete and slow moving stores of Rs.49.199 million. The slow moving stores need to be got 

written off by the competent authority after investigation.   

The Managing Director, PBC informed the Committee that 4.1 million had been write off and the 

remaining 4.6 million was in the process for writing off.  

PAC DIRECTIVE(16-05-2012) 

The para was settled subject to verification by Audit of the amount written off and in process. 
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PAKISTAN TELEVISION CORPORATION LIMITED 

7. PARA # 121-6 - PAGE-217 - ARPSE-2006-07 

The Audit stated that trade debtors of the Corporation decreased from Rs.1,559.129 million as on  

June 30, 2005 to Rs.1,372.181 million as on June 30, 2006. These included an amount of 

Rs.1,358,776 million receivable from advertisers and considered as un-secured.  

The Audit further stated that the management's lenient policy towards timely recovery of dues 

resulted in provision for bad debts of Rs.42.083 million as on June 30, 2006. Party wise ageing of 

trade debts/other receivables and chances of their recovery need to be elaborated. 

The PAO briefed the Committee that the matter of Shalimar Recording and Broadcasting 

Company (SRBC) was sub-judice and appeals were filled which are pending in the Supreme 

Court for the last 6 months. 

PAC DIRECTIVE(16-05-2012) 

The Committee directed the PAO to provide list of all pending Court cases to the PAC Secretariat 

and write letter to pursue the court cases vigorously. 

8. PARA # 121-7 - PAGE-218 - ARPSE-2006-07 

The Audit stated that long term loans (secured) included an amount of Rs.11.973 million granted 

to PTV Foundation without settling terms and conditions of the loan and obtaining any guarantee. 

The management may elaborate its position with reference to non-settling the terms and 

conditions with the management of PTV Foundation. 

The PAO informed the Committee that PTV Foundation had been closed by PTV Board of 

Directors.  

PAC DIRECTIVE(16-05-2012) 

The para was settled as the PTV Foundation has since been closed. 

9. PARA # 121-8 - PAGE-218 - ARPSE-2006-07 

The Audit stated that receivables as on June 30, 2006 included an amount of Rs.136.158 million 

(2004-05: Rs.136.158 million) on account of foreign program sales. There was no movement 

during the year on this account as the matter was under arbitration. The management was stressed 

to pursue the case vigorously. 

The Managing Director, PBC informed the Committee that the case was pending with the 

arbitrator and the management would provide the requisite record to Audit when the decision was Award. 

The para was kept pending with the direction that the Award which was waited after the 

completion of the Arbitration process may be got expedited and a report may be submitted to 

Audit and PAC Secretariat within one month. 

When the matter was taken up again on 16th May, 2012, Managing Director, PTV informed the 

Committee that the arbitrator had decided the case, which is pending with High Court, Islamabad 

and requisite record was provided to Audit.  

PAC DIRECTIVE(16-05-2012) 
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The Committee pended the para till the final decision of the Court. 

10.     PARA # 122 - PAGE-218 - ARPSE-2006-07 
NON-RECOVERY DUE TO NON-RECEIPT OF ADVERTISMENT CHARGES IN 

ADVANCE- RS.35.359 MILLION   

 

The Audit stated that as per clause-3 of advertising policy regarding sale of air time, payment in 

full was required in advance of transmission on month to month basis e.g. all spots scheduled to 

be transmitted in February should be paid for by 31st January. 

Audit further stated that Central Marketing Office (CMO), Karachi of PTV sold out its air time to 

24 agencies for advertisement during the period March 2001 to June 2001 but advertisement 

charges were not received in advance in violation of advertising policy. Resultantly, an amount of 

Rs.47.825 million was lying outstanding as on June 30, 2005. 

The PAO stated that normally there is no advance payment working in market and requested the 

Committee to allow some time to investigate the process. 

PAC DIRECTIVE(16-05-2012) 
 

The Committee pended the para and directed the management to submit the progress report and 

explain the position before PAC. 

11. PARA # 123 - PAGE-219 - ARPSE-2006-07 
EXPECTED LOSS DUE TO DECLARING STORES SURPLUS / OBSOLETE - RS.23.955 MILLION 
 

 

The Audit stated that during the scrutiny of stores record of Pakistan Television Corporation it 

was observed that stores valuing Rs.23.956 million were recommended by the Stores 

Management for write off on the plea that there was no movement in the stores for the last 12 to 

25 years and spares were lying unutilized since their procurement.   
 

 

The Audit further stated that there was no proper inventory control system and the spares were 

procured without keeping in view the actual necessity. Thus, due to poor inventory system of 

stores management and non-observing the purchase procedure, PTV would had to sustain a loss 

of Rs.23.956 million. 

The PAO informed the Committee that the Centralized Computerization of Inventory Control 

System will starts processing with a week. 

PAC DIRECTIVE(16-05-2012) 

The Committee recommended the para for settlement. 

12.     PARA # 124 - PAGE-220 - ARPSE-2006-07 
LOSS  DUE TO PRIINTING OF TV LICENSE FORMS OVER AND ABOVE THE 

REQUIREMENT - RS.8.999 MILLION          

The Audit stated that the management of Pakistan Television Corporation (PTV) got printed 

12.500 million TV license forms during the years from 1999-2000 to 2003-04. Annual 

requirement of TV license forms was one million per annum whereas, the forms were got printed 

with the average of 2.500 million per annum.  
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The Audit further stated that PTV adopted the policy of collection of TV license fee through 

electricity bills w.e.f. July 01, 2004.  A quantity of 3,999,687 TV license forms costing 

Rs.8,999,296 (Rs.2.25 per form) became surplus and was lying in PTV store as on July 01, 2004.  

The printing of license forms over and above the actual requirement resulted in loss of Rs.8.999 

million to the Corporation. 

The M.D. informed the Committee that the PTV had provided the original requirement of the 

printers to Audit and the matter had being taken to BOD for its regularization. 

 

The para was remanded back to the DAC to examine the case after regularization by the PTV, 

Board of Directors, subject to satisfaction of Audit. 

When the para came up again on 16th May, 2012, M.D., PTV informed the Committee that this 

issue would be considered and approved in the next meeting of the BOD, which was scheduled 

on 17th May, 20112,  

PAC DIRECTIVE(16-05-2012) 

The Committee remanded the para back to the DAC to examine the case after regularization by 

the PTV Board of Directors subject to satisfaction of the Audit and submit report to the PAC 

within one week. 

13. PARA # 126 - PAGE-220 -  ARPSE-2006-07 
IRREGULAR APPOINTMENT OF CONSULTANTS  AND PAYMENT OF SALARY- 

RS.6.897 MILLION 
                

The Audit stated that Pakistan Television Corporation appointed six officers as consultants during 

the period from March 27, 2004 to May 07, 2005 at a monthly pay ranging between Rs.30,000 to 

Rs.98,000 per month. As appointments of consultants were made in violation of Government 

Policy, payment of Rs.6.897 million upto May 2006 on account of their pay was considered 

irregular. 
 

The PAO agreed with the observation raised by the Audit and the procedure was not followed and 

informed the Committee that initially the people hired were given the title of “Consultant” as per 

approval given by the Board of Directors, however, their role was not that of the Consultant or 

Advisor as is termed in the Government and perceived by the Audit. They are actually 

professionals who have been engaged based on their expertise required by the Organization. This 

confusion was realized and the Board subsequently resolved that the nomenclature of Consultants 

be revised in accordance with the job duties being performed by them. 

PAC DIRECTIVE(16-05-2012) 

The Committee referred the above paras to Sub-Committee (Mr. Zahid Hamid, MNA/Convener. 
 

14. PARA # 127 - PAGE-222-223 - ARPSE-2006-07 
NON-RECOVERY DUE TO ISSUANCE OF FAKE TV LICENSES BY THE AGENT / 
CONTRACTOR OF PTV - RS.4.136 MILLION          

The Audit stated that PTV (HQ), Islamabad appointed M/s. Inter Construct (Pvt) Limited, 

Peshawar as an agent for TV license fee collection vide agreement dated September 13, 2000. The 

representatives of the contractor issued a number of fake licenses by amending / washing away 
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the date before issuance to customers during the year 2001-02. Against this malpractice, PTV 

(HQ) lodged claim of Rs.4.136 million against the agent/contractor but no amount was realized. 

The M.D. informed the Committee that the case is sub-judice and next date of hearing had 

been fixed in the Peshawar High Court, Peshawar and the management was pursuing the case 

vigorously in Court. 

The para was remanded back to the DAC for examination of record and the PAO was directed to 

pursue the case vigorously in Court. 

The PAO informed the Committee that PTV Board of Directors meeting held on July 15, 2011 

resolved that Bank Guarantees of M/s. Inter Construct (Pvt) Limited may be released. The Board 

perused the award given by Arbitration in this case where neither party's claim (PTV as well as 

Inter Construct) has been accepted by the Arbitrator with a decision that the guarantees to be 

returned should be followed.  

He also stated that Committee that in view of the similar precedents where bank guarantee of 

other parties has since been returned, there was no justification to hold up the bank guarantee of 

the instant party. Therefore, on the written request and undertaking of the party concerned that 

they will withdraw all claims initiated against PTV and also to undertake that no further case in 

future will be initiated by them against PTV in this regard, the Board approved to release the bank 

guarantee in the instant case. 

The PAO further stated that in the light of BOD decision, PTV Legal Advisor has filed an 

application for withdrawal of the case from Peshawar High Court, Peshawar which was allowed 

on September 29, 2011. 

PAC DIRECTIVE(16-05-2012) 
The Committee referred the above paras to Sub-Committee (Mr. Zahid Hamid, MNA/Convener. 

15. PARA # 128 - PAGE-223-224 -  ARPSE-2006-07 
PAYMENT OF ADDITIONAL INCREMENT TO OFFICERS IN VIOLATION OF 

GOVERNMENT INSTRUCTIONS- RS.4.021 MILLION                 

The Audit stated that Board of Directors (BoD) of Pakistan Television Corporation in its meeting 

held on September 05, 2005 allowed 25% increase in basic pay of officers (Group 7 to 9) 

effective from July 01,2005. Finance Division approved pay scales of PTV officers with 20% 

increase instead of 25%. The PTV management in order to cover 5% difference, granted an 

increment to all officers w.e.f. July 01, 2005, which was not due. Irregular grant of extra 

increment resulted into excess payment of Rs.4.021 million to the officers till April 2007. 
 

The PAO stated that in accordance with the decision of the DAC, reference had been sent to 

Finance Division for regularization.  

PAC DIRECTIVE(16-05-2012) 

The Committee referred the case to M/o Finance again for regularization and report be submitted 

to the PAC within two weeks. 

16. PARA # 129 - PAGE-224-225 -  ARPSE-2006-07 



 
 

229 
 

NON-RECOVERY OF BONUS PAID TO OFFICERS WITHOUT APPROVAL OF 

FINANCE DIVISION - RS.1.797 MILLION 
 

The Audit stated that the management of PTV, Islamabad made payment of bonus of Rs.1.797 

million to the officers for the years 2001-02 and 2002-03 without approval of Finance Division.  

Subsequently, the management submitted the case to Finance Division through their controlling 

Ministry for ex-post facto approval.  In response, the Finance Division refused to sanction the 

bonus as PTV sustained loss during these years and directed to recover the amount of bonus paid 

to the officers. 

The Managing Director requested the Committee to give some time to probe into the matter. 

The PAO/Managing Director PTV was directed to re-examine the case and recommendations 

may be sent to Audit and PAC Secretariat within 15 days. 

On 16th May, 2012, Managing Director, PTV informed the Committee that recovery had been 

made in this case, only 1.7 million were remaining for which the management was pursuing 

vigorously. After completion of the recovery amount, the relevant documents will be provided to 

Audit for verification. 

PAC DIRECTIVE(16-05-2012) 

The Committee directed the PAO that a copy of the report be submitted within one month, 

verified from Audit and submit a report to the PAC. 
 

17. PARA # 130 - PAGE-225-226 - ARPSE-2006-07 
ENGAGEMENT OF LEGAL COUNCEL WITHOUT APPROVAL OF LAW DIVISION 

AND PAYMENT OF LEGAL FEE - RS.1.367 MILLION 
                

The Audit stated that the management of PTVC engaged M/s. Surridge and Beecheno, Lahore as 

legal counsel regarding the case filed by M/s. Inter Construct (Pvt) Limited without prior 

approval of the Law, Justice and Human Rights Division and paid Rs.1.367 million during 

August 2004 to October 2005, which was considered irregular. 
 

M.D. requested the Committee that the policy may be revived about engagement of Legal 

Councils by the PTV directly. 

The para was remanded back to the DAC for examination of procedures which need to be 

streamline and call for a policy change for engagement of Legal Councils by the PTV directly. 

This policy, when formulated may be approved by the Board of Directors and sent to the Prime 

Minister for approval after incorporating comments of the M/O Law. 

When the matter was taken up again on 16th May, 2012, M.D., PTV informed the Committee the 

case had referred to Secretary I&B/Principal Accounting Officer for their perusal and approval 

who has advised the same is forwarded to PTV Board of Directors for its concurrence approval 

before sent to Law Division and filial approval of Prime Minister. 

The PAO informed the Committee that PTV engages certain Lawyers on its own to handle 

different cases at different levels. It includes corporate and commercial as well as other 
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administrative and HR related cases. The fee was determined as per the market value of the 

respective Lawyers keeping in view their fee structure and sonority. 

PAC DIRECTIVE(16-05-2012) 

The Committee pended the para and directed the PAO to refer the case to Law Division and get 

approval within one month. 

18. PARA # 131 - PAGE-226 - ARPSE-2006-07 
NON-RECOVERY FROM M/S UAE TV SHARJAH - RS.1.009 MILLION 
 

The Audit stated that according to clause-9 of License Agreement dated November 11, 1997 

between PTV and UAE TV Sharjah, the licensee was bound to pay the dues of PTV within 90 

days of the receipt of PTV invoices.   Audit further stated that contrary to the above clause, UAE 

TV Sharjah did not clear the dues of PTV on account of rights of program within the stipulated 

time resulting in accumulation of outstanding amount of US$ 33,447 equal to Pak.Rs.1.973 

million for the period December 1997 to May 2005. This amount could not be recovered till June 

30, 2006.  
 

The M. D. PTV informed the Committee that US$ 2,057 was included in the total recovery of US 

$ 35,505. The amount US$ 2,057 was the cost of drama serial QASMI KAHANI (5 EPISODE) 

dispatched to UAE TV Sharjah against confirmed order dated 28.02.1995.  
 

The M.D. PTV further informed that the invoice No.291 dated 25.06.1995 for the same amount 

was raised against Sharjah TV UAE. But the Sharjah TV did not accept and denied to telecast the 

drama in question and refused to pay the amount. However, PTV is making efforts to resolve this 

disputed case and had taken up it at higher level. PTV had issued last reminder on April 24, 2009 

to Sharjah Radio and Television but no response had so far been received. 

PAC DIRECTIVE(16-05-2012) 

The para was settled subject to verification of the stated resolution of non-recovered amount with 

M/s UAE TV Sharjah by Audit within one month. 

19. PARA # 132 - PAGE-226-227 -  ARPSE-2006-07 
IRREGULAR PAYMENT OF BONUS TO EX-MANAGING DIRECTOR - RS.506,667 
 

The Audit stated that Contrary to the above directives of Finance Division, Pakistan Television 

Corporation paid an amount of Rs.506,667 to the Managing Directors on account of bonus during 

the years 2001-02 to 2005-06.  The payment of bonus in disregard to the Government instructions 

was considered irregular. 

The M.D. informed the Committee that the requisite record of package of Establishment Division 

was available with the Corporation and would be provided to Audit for verification.  

PAC DIRECTIVE (16-05-2012) 

The para was settled subject to verification of package of Establishment Division by Audit. 

20. PARA # 133 - PAGE-227-228 -  ARPSE-2006-07 
IRREGULAR PAYMENT OF  QUALIFICATION ALLOWANCE TO THE EMPLOYEES - 

RS.0.619 MILLION 
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Audit stated that In PTV-2, Islamabad nine employees of the Corporation were drawing 

qualification allowance on account of possessing degree of MBA, BE (Electronics) and B.Sc 

(Engineering) in accordance with the Pakistan Television Corporation Limited (HQ) office order 

No.HP/103/Q.P/2556 dated January 01, 2001 which was not covered under the above mentioned 

qualification of Ph.D /D.Sc. Thus, payment of Rs.619,500 to the employees was considered 

irregular. 

The M.D. informed the Committee that the grant of qualification allowance to its employees was 

approved by the Board and the requisite documentation would be provided to Audit for 

verification.  

PAC DIRECTIVE(16-05-2012) 

The para was settled subject to approval from Board of Directors to make the qualification 

allowance part of PTV Service Rules. The said approval may be shared with Audit. 

PAKISTAN BROADCASTING CORPORATION 
 

21. i) Para # 120 ARPSE-2006-07 Audit Comments 

ii) Para # 120.3 ARPSE-2006-07 Audit Comments 

iii) Para # 120.4 ARPSE-2006-07 Audit Comments 

PAKISTAN TELEVISION CORPORATION LIMITED 

iv) Para # 121-ARPSE-2006-07 Audit Comments 
v) Para # 121.1-ARPSE-2006-07 Working Results 
vi) Para # 121.2-ARPSE-2006-07 Audit Comments 
vii) Para # 121.3-ARPSE-2006-07 Audit Comments 
viii) Para # 121.4-ARPSE-2006-07 Audit Comments 
ix) Para # 121.5-ARPSE-2006-07 Audit Comments 
x) Para # 121.7-ARPSE-2006-07 Audit Comments 
xi) Para # 125-ARPSE-2006-07 

IRREGULAR   APPOINTMENT OF RESOURCE PERSONS AND PAYMENT OF - RS.8.141 MILLION 
 

xii) Para # 131-ARPSE-2006-07 
NON-RECOVERY FROM M/SW UAE TV SHARJAH - RS.1.009 MILLION 

 

xiii) Para # 132-ARPSE-2006-07 
IRREGULAR  PAYMENT OF BONUS TO EX-MANAGING DIRECTOR  - RS 506,667 MILLION. 
 

xiv) Para # 133-ARPSE-2006-07 
IRREGULAR   PAYMENT OF QUALIFICATION ALLOWANCE TO THE EMPLOYEE - RS. 0.619 

MILLION 
 

PAC DIRECTIVE(16-05-2012) 

The Committee endorsed the recommendations of the DAC for settlement of the above-

mentioned fourteen Audit Paras. 

 

 

***** 
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NATIONAL PRESS TRUST 
 

The PAO explained that the NPT was registered as a private Trust 08-04-1964 under the 

provisions of the Trust Act. The Trust was established by 39 prominent persons from business 

community and was incorporated under the cover of Trust Deed, which is still in existence as this 

Trust Deed has never been suspended or abrogated or made redundant, either by the President of 

Pakistan or by any Act of Parliament. 

On 13-02-1972, the then Chief Martial Law Administrator issued MLO No. 35, whereby 

the Board of Trustees of NPT was suspended and all the powers of the said Board of Trustees 

were vested in the Chairman of the National Press Trust. 

On 22-09-1972, the president of Islamic Republic of Pakistan gave ascent to the Act of 

Parliament i.e Act No. XIV of 1972 according to which the President was authorized to appoint 

any person of eminence, repute and integrity as a the Chairman of the National Press Trust 

whereas the Trust Deed and the Trust Fund were retained unchanged with the same meanings. 

That from the perusal of the above it is revealed that despite the fact the Board of 

Trustees of NPT was suspended and the powers of the Board of Trustees were vested in the 

Chairman, the legal status of NPT and the Trust Fund have not been altered or rescinded. Even 

otherwise, the Federation of Pakistan or the Government of Pakistan has never issued any 

notification about the status of NPT whereby the NPT was either nationalized or established 

under the authority of the Federation. 

 Even otherwise, after the insertion of 18th Constitutional Amendment in the constitution 

of Islamic Republic of Pakistan, the Concurrent Legislative List provided in the 4th schedule has 

been abolished and the subject of Trust and Trustees mentioned therein at Sr. No. 10 of the 4th 

Schedule has also been abolished and is no more a subject of the Federation. Hence the NPT 

being a registered Trust is no more a subject of the Federation.  

 Attention is also invited to the Ministry of Justice & Parliamentary Affairs letter No. 

1357/86- Law dated 26-08-1986 which clearly stated. 

“The National Press Trust is neither a subordinate office of the Government of 

Pakistan nor a Department attached to any of the Ministries” 

 

 That it would be pertinent to mention here that under Article 169 of the Constitution of 

Islamic Republic of Pakistan (amended upto date) “ The Auditor General shall in relation to:- 

a) The accounts of the Federation and of the Provinces; and 

b) The accounts of any authority or body established by the Federation or a Province, 

perform such functions and exercise such powers as may be determined by or under Act of 

[Majlis-e-Shoora (Parliament)] and, until so determined, by Order of the President and whereas 

the NPT, being a registered Trust, by no stretch of imagination can be termed as “any authority or 

body established by the Federation. 
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 For the foregoing reasons, it is honestly believed that NPT is not a subject of the Auditor 

General of Pakistan as it does not fall within the parameters laid down in the constitution of 

Islamic Republic of Pakistan. 

 The above position was conveyed to the office of Auditor General vide NPT letter No. 

NPT/Account/Audit/70/2012, dated 19-06-2012 in response to their letter dated 05-06-2012. The 

NPT had so far not received any reply from the office of Auditor General.  

 After briefing by the PAO, the Committee asked the PAO whether NPT was ready to 

conduct audit of their accounts by the department of Audit General of Pakistan. 

 The PAO replied that they had no objections to conduct of audit by the department of 

Auditor General of Pakistan.  

PAC DIRECTIVE (13-12-2012) 

The committee directed the PAO to write a letter to the Auditor General of Pakistan within two or 

three days indicating their willingness for conduct of audit of NPT. 
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MINISTRY OF INFORMATION TECHNOLOGY AND 
TELECOMMUNICATIONS  

2006-07 
 
21. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Information Technology and Telecommunications were examined by the Public 

Accounts Committee on the 9th May, 2012 and subsequently on 27th November, 2012. 

21.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that there should be proper 

planning in future. 

21.2  Two grants and three paras were presented by the AGPR and the Audit. 

21.3 One grant was settled. In three paras the Committee directed the Principal Accounting 

Officer to hold an inquiry for not utilizing the original grant properly and thus a heavy 

amount of Rs.1,592,108,000 was surrendered and also directed to fix the responsibility 

and submit a report 

21.4  One para was referred to DAC. 

21.5 In few paras, the Committee directed to conduct inquiry and fix responsibility as well. 

21.6 The Virtual University offered their accounts to be audited from Auditor General of 

Pakistan after appearing before the PAC. 

21.7 Regarding pending court cases PAC was informed that 117 cases were pending in court. 

21.8 The PAC expressed its displeasure over not fulfilling the codal formalities in a tender  to 

invite expression of interest  on the project titled Gems 2000, for purchase of 100 

business plans at the rate of US $2000 each and not spending Rs.800 Million to purchase 

computer hardware for the government departments. 

21.9 The Construction of a guest house in 2005 at the cost of Rs.4.158 Million in D.G.Khan 

without taking approval of N.T.C Board was also critized by the PAC.   
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MINISTRY OF INFORMATION TECHNOLOGY AND TELECOMMUNICATIONS 
ACTIONABLE POINTS 

 

Actionable Points arising from the discussion of PAC meeting held on 9th May, 2012 and 

subsequently on 27th November, 2012 pertaining to Ministry of Information Technology at 2:30 

p.m. in Committee Room No.2, Parliament House, Islamabad to discuss the agenda on the 

Examination of Appropriation Accounts /Audit Reports/Special Audit Reports for the years, 

2006-07 were summarized below:-  

The meeting commenced with the recitation from the verses of the Holy Qura’n. The Chairman, 

PAC welcomed all the participants warmly and addressed the Committee during its 1st meeting. 

The Chairman, PAC urged that PAC mission was to achieve the target delivered by the then 

Chairman, PAC (Ch. Nisar Ali Khan, MNA) for implementation. He endeavored before the 

Committee to be impartial being a public representative and promised to run the public affairs 

honestly taking unanimous decisions under the rules and regulations.    

APPROPRIATION ACCOUNTS CIVIL VOL-I, 2006-07 

1 GRANT NO 70, INFORMATION TECHNOLOGY & TELECOMMUNICATIONS 
DIVISION(SAVING OF RS.15,845,279/-) 
 

The AGPR pointed out that the grant closed with a saving of Rs.15,845,279 which worked out to 

1.29 percent of the final grant. An amount of Rs.12,307,359 (1.00%) was surrendered leaving net 

saving of Rs.3,537,920 (0.29%). A supplementary grant of Rs.1,000 was sanctioned but not 

included in the supplementary schedule of authorized expenditure. 

The PAO explained the reason that saving was occurred due to vacant posts and non utilization of 

Rs.550,000 as the amount was kept for purchase of computer (Hardware) by the EGD up to 30th 

June 2007 and due to non fulfillment of Coddle Formalities, which showed financial indiscipline. 

The PAO also explained the detail of supplementary grant included in schedule for various 

projects. He also informed the Committee that the amount of Rs.12, 307,359 was surrendered in 

time. 

PAC DIRECTIVE (09-05-2012)  

The Committee settled the grant but noted that the vacant posts were not duly filled which 

showed bad planning on part of Ministry. 

2. GRANT NO 145, DEVELOPMENT EXPENDITURE OF INFORMATION 
TECHNOLOGY & TELECOMMUNICATIONS DIVISION 
(SAVING OF RS.1,650,252,464/-) 
 

The AGPR pointed out that the grant closed with a saving of Rs.1,650,252,464 which worked out 

to 50.29 percent of the final grant. An amount of Rs.1,592,108,000/- (48.52%) was surrendered 

leaving net saving of Rs.58,144,464 (1.77%). A supplementary grant of Rs.2,000/- was 

sanctioned but not included in the supplementary schedule of authorized expenditure.    
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The PAO explained the reason that received funds of Rs. -1,196,000/- were released very late on 

13th June, 2007 due to financial indiscipline, therefore the payment of Rs.0.533 million to 

software vendor, LMKR, could not be managed in time. Rs.0.622 million lapsed in salaries head 

as some resource persons resigned and replacement could not be hired in the project of 

Automation of M/O IT, and the sanctioned amount of Rs.6,958,000/- was issued to AGPR but 

funds were not transferred for the IT/computer, Science Teachers, Lab In charges and Computer 

Labs, Project Matching Program with the Government of Sindh, etc.  Therefore, the PAO 

requested the Committee to grant three weeks time to complete the inquiry report.  

PAC DIRECTIVE (09-05-2012)  
The Committee directed the Principal Accounting Officer to hold an inquiry for not properly 

utilizing the original grant and thus a heavy amount of Rs.1,592,108,000 was surrendered. The 

Committee also directed to fix the responsibility and submit the report within fifteen days. 

AUDIT REPORT TELECOMMUNICATION SECTOR 2006-07 
(D.G. AUDIT, PT&T, LAHORE) 

 

1. AUDIT PARA NO.3.4 , PAGE NO.18 (AR-2006-07) 
EXCESS PAYMENT OF RS.5.178 MILLION TO THE CONTRACTORS DUE TO 
CHANGE IN BID AMOUNT  
 

The Audit pointed out that inquiry report is not provided by the department to Audit for scrutiny. 

Furthermore more the documents proved that the figures were tampered. 
 

The Chairman, NTC informed the Committee that inquiry was held and its report had been 

submitted to the Audit. 
 

The PAO requested the Committee to re-conduct an inquiry.  

PAC DIRECTIVE (09-05-2012)  

The Committee directed the PAO to hold inquiry and submit the report within two weeks. 

2. PARA  # 3. 5, Page No.19 (AR-2006-07) 
IRREGULAR AND UN-JUSTIFIED EXPENDITURE OF RS.4,158/- MILLION ON 
CONSTRUCTION OF GUEST HOUSE.  
 

The Audit pointed out that Director, Development National Telecommunications Corporations 

(NTC), Lahore incurred an expenditure of Rs.4.158 million on construction of NTC guest house 

at D.G. Khan without obtaining approval of DWP and NTC Management Board. The expenditure 

was also unjustified and wasteful as there was no NTC office/exchange at D.G. Khan. because the 

reasons explained refuted their own contentions as the building has been rented out as intimated 

in the response. The expenditure be regularized from the DWP and NTC Management Board. 

Further, the rental account received may be provided to Audit for examination.   
 

The PAO informed the Committee that the amount of Rs.1.6 million has been recovered whereas 

NTC Management was directed to provide the adjustment /utilization of rent received for 

examination and get the case regularized through process of DWP/CDWP. 

PAC DIRECTIVE (09-05-2012)  

The Committee directed the PAO to hold an inquiry, fix the responsibility and submit the report 

within two weeks. 
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3. PARA  # 3.7 Page No.20-21 (AR-2006-07) 
NON-RECOVERY OF RS 10.105 MILLION ON ACCOUTN OF COST OF DAMAGED 
CABLE. 
 

The Audit pointed out that matter may be taken up by raising level of communication for 

recovery of damages from twelve Engineering Corporations, NHA and City District Government, 

Karachi and Audit may be done once again to investigate about the wires of worth Rs.7 million.  
 

The PAO stated that NTC Management was directed through DAC to pursue the case by raising 

the level of communication by recovery of damages from the concerned agencies. 

PAC DIRECTIVE (09-05-2012)  

The Committee remanded back the para to DAC for further consideration as requested by the 

PAO.  

 

 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 
 
Subject: ACTIONABLE POINTS OF THE PAC MEETING HELD ON 27th NOVEMBER 

2012 REGARDING NOT AUDITING OF ACCOUNTS BY THE VIRTUAL 
UNIVERSITY (M/O INFORMATION TECHNOLOGY). 

 
 A meeting of Public Accounts Committee (PAC) was held on 27th November 2012, in 

Committee Room No. 2, Parliament House, Islamabad, to discuss the issue of refusal of Virtual 

University under the Ministry of Information Technology to had their accounts audited by the 

Office of the Auditor General of Pakistan. 

 The Audit pointed out that some departments were not permitting audit of their 

accounts by the Office of the Auditor General of Pakistan as required under the rules which 

includes Virtual University.  

The PAO explained that as far as audit of Virtual University was   concerned, they had 

agreed to audit of their accounts by the Office of the Auditor General of Pakistan. 

The Honorable Member Mr. Noor Ul Haq Qadri desired that we should appreciate the 

PAO for getting their accounts audited from the Office of the Auditor General of Pakistan and 

accordingly the PAC expressed his appreciation to the PAO for agreeing audit of their accounts 

without giving any arguments. 

   

PAC DIRECTIVE (27-11-2012) 
 

The PAC directed that Virtual University was ready for complete audit of its accounts, the 

department was excluded from the list of non compliant departments.  

 

 

 

********** 
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MINISTRY OF INTER PROVINCIAL COORDINATION 
2006-07 

 
22. OVERVIEW 

 
 

Annual Audit Reports for the year 2006-07 pertaining to the Ministry of Inter Provincial 

Coordination were examined by the Public Accounts Committee on 25th October, 2012,                  

6th December, 2012 and subsequently on the 23rd January, 2013. 

22.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

 
22.2  Four grants and fourteen paras were presented by the AGPR and Audit. 

22.3 The Committee settled all grants and nine paras on the justification given by the PAO. 

22.4 The PAC also issued direction for verification of record from the Audit within time 

period. 

22.5 Some of recoveries were also made. 
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MINISTRY OF INTER PROVINCIAL COORDINATION 
ACTIONABLE POINTS 

 
Actionable points arising from the discussion of the meeting of the Sub-Committee of Public 

Accounts Committee held on 25th of October, 2012 and subsequently on 6th December,2012, 

regarding Audit Report for the year 2006-07 on the accounts of Ministry of Tourism and Ministry 

of Sports (Devolved) under Ministry of Inter Provincial Coordination were summarized as 

below:- 

MINISTRY OF TOURISM (DEVOLVED) 
APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

 
1. GRANT NO.115-TOURISM DIVISION 

 
The AGPR pointed out that the grant closed with a saving of Rs.2,178,811 which worked out to 

1.11 of the total grant. An amount of Rs.502,341 (0.25%) was surrendered leaving net saving of 

Rs.1,676,470 (0.85%). 
 

The PAO replied that grant No.115, 119 and 159 were related to Tourism Division which is under 

the devolved cell of Cabinet Division, therefore, IPC was unable to answer. 

PAC DIRECTIVE (06-12-2012) 
 

The Committee pended the grant and directed the PAC Secretariat to write letter to PSOs, Cabinet 

Division and IPC to appear before the Public Accounts Committee at 9.30 a.m on 07.12.2012, in 

the Committee room # 2, Parliament House, Islamabad to clarify the status of Tourism Division. 

PAC DIRECTIVE (23-01-2013) 
 

The Committee settled the grant with the instruction that there should be zero saving and zero 

excess in future. 

2. GRANT NO.116-OTHER EXPENDITURE OF TOURISM DIVISION 
The AGPR pointed out that the grant closed with an excess of Rs.5,055,419 which worked out to 

5.32 percent of the total grant. A supplementary grant of Rs11,000,000 was sanctioned but not 

included in supplementary schedule of authorized expenditure.  

PAC DIRECTIVE (06-12-2012) 
The Committee pended the grant and directed the PAC Secretariat to write letter to PSOs, Cabinet 

Division and IPC to appear before the Public Accounts Committee at 9.30 a.m on 07.12.2012, in 

the Committee room # 2, Parliament House, Islamabad to clarify the status of tourism Division. 

PAC DIRECTIVE (23-01-2013) 
The Committee settled the grant with the displeasure for the then PAO. 

3. GRANT NO.159-DEVELOPMENT EXPENDITURE OF TOURISM DIVISION 
 

The AGPR pointed out that the grant closed with a saving of Rs.11,481,495 which worked out to 

13.82 percent of the total grant. An amount of Rs.11,479,000(13.81%) was surrendered leaving 

net saving of Rs.2,495.  

PAC DIRECTIVE (06-12-2012) 
 

The Committee pended the grants and directed the PAC Secretariat to write a letter to PSOs,  
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Cabinet Division and IPC to appear before the Public Accounts Committee at 9.30 a.m on 

7.12.2012, in the Committee room # 2, Parliament House, Islamabad to clarify the status of 

tourism Division. 

PAC DIRECTIVE (23-01-2013)   

The Committee settled the grant.  
 

MINISTRY OF SPORTS (DEVOLVED) 
APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

 
4. GRANT NO.19-A- SPORTS DIVISION  

 

The AGPR pointed out that the grant closed with a saving of Rs.2,682,831 which worked out to 

11.58 percent of the total grant. An amount of Rs. 2,664,680 (11.50%) was surrendered leaving 

net saving of Rs.18,151 (0.07%).  

PAC DIRECTIVE (23-01-2013) 
The Committee settled the grant. 
 

AUDIT REPORT OF THE DIRECTOR GENERAL COMMERCIAL AUDIT & 
EVALUATION ON THE ACCOUNTS OF MINISTRY OF INTER PROVINCIAL 

COORDINATION FOR THE YEAR 2006-07 
 

PAKISTAN TOURISM DEVELOPMENT CORPORATION LIMITED 
 

1. PARA-203, PAGE-351, ARPSE-2006-07 
 

The Audit pointed out that Pakistan Tourism Development Corporation Limited (PTDC) was 

incorporated on March 30, 1970 under the Companies Act, 1913 (now Companies Ordinance, 

1984) as a public corporation. Main objectives of the Corporation were to develop and improve 

its hotels, motels and tourist information centres, produce publicity and promotional material for 

distribution at home and abroad, conduct promotional programs, activities and events for 

attracting tourists; and create awareness of tourism through missions abroad, PIA offices, tour 

operators, travel agents and hotels. 

The PAO stated that Pakistan Tourism Development Corporation Ltd was incorporated on       

30th March, 1970 under the Companies Act 1913 (now the Companies Ordinance 1984) as a 

public corporation limited by shares. The registered office of the Corporation was situated at 

Flashman's Hotel, Rawalpindi. The principal objective of the corporation was the promotion and 

development of tourism industry in Pakistan and to carry on business connected therewith in 

Pakistan and elsewhere. 
 

PAC DIRECTIVE(25-10-2012) 
 

PAC did not comment on the above para as that was an introductory para. 
 

2. PARA-203.1, PAGE-351-352, ARPSE-2006-07 
The Audit pointed out that sales of the Corporation increased from Rs.67.019 million in 2004-05 

to Rs.96.732 million in 2005-06 registering an increase of 44% over the previous year. The 

Corporation sustained a net loss of Rs.8.944 million during the year 2005-06 as against Rs.24.477 

million in the preceding year. The operation of the Corporation needs improvement by increasing 

sales to make it viable. 
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The PAO stated that by utilizing all possible efforts, the management of PTDC succeeded to 

improve the operational results of the Corporation for the year 2005-06 as compared to the last 

year. The sales of the Corporation increased by 44%, similarly the cost of sales and operating 

expenses reduced to 73.68% and 11.056% as compared to last year, which were 87% and 19.26% 

respectively, resulting  the net loss reduced to Rs.8.75 million against the net loss of Rs.24.477 

million of 2004-05. The operational results showed healthy sign which further improved in the 

subsequent years. the Corporation has been trying to reduce the expenditure as far as possible 

which has resulted into reduction of the net loss in comparison to preceding year of 2004-05. 

Since, the over all situation in the tourism industry has adversely affected the revenue generation, 

constant efforts are being made to explore new avenues and possibility for involvement of private 

sector to keep the tourism projects running and functional. 

The Audit informed that the Corporation sustained losses of Rs. 51.995 million and Rs. 83.109 

million in 2008-09 and 2009-10 respectively and its accumulated loss was Rs. 303.013 million on 

June 30, 2010 and suggested PAC to enquire from the management that what efforts had been 

made to improve the financial health of the Corporation. 

PAC DIRECTIVE(25-10-2012) 
 

The Committee directed the PAO to get reply from M/o Law within fifteen days including 

holidays as to why summary submitted by M/o Tourism with reference to handing over the 

devolved Ministry of Tourism to the Provinces was not vetted for approval of the Hon. Prime 

Minister despite laps of 6 months. The PAC also directed the PAO M/o Inter Provincial 

coordination and M.D, PTDC to attend its next meeting. The PAC also directed the Additional 

Secretary to follow-up the directives of PAC for compliance. 

PAC DIRECTIVE (06-12-2012) 
 

The Committee settled the para subject to verification by the Audit. 
3. PARA-203.2, PAGE-352, ARPSE-2006-07 

 

The Audit pointed out that trade debtors stood at Rs.5.656 million as on June 30, 2006 out of 

which Rs.4.129 million were considered doubtful of recovery for which provision was made. The 

abnormal provision indicated failure of the management to recover the Corporation dues. Credit 

policy needs to be reviewed.  
 

The PAO stated that infact total debtors at the close of year as on 30.6.2006 stood at Rs 

47990,644 out of which an amount of Rs.1,045,113 has been recovered upto 30.4.2009 and an 

amount of Rs.2,996,234 were written off and an amount of Rs.466,860 yet to be written off.  

PAC DIRECTIVE(25-10-2012) 
 

The Committee directed the PAO to verify the record from the Audit within three weeks time 

otherwise refer the para back to DAC, make recoveries within fifteen days and submit report to 

PAC within three weeks. 

PAC DIRECTIVE (06-12-2012) 
The Committee settled the para subject to the verification and completion of the process. 

4. PARA-203.3, PAGE-352, ARPSE-2006-07 
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The Audit pointed out that Loans and advances to staff increased from Rs.20.046 million as on 

June 30, 2005  to Rs.25.462 million as on June 30, 2006. Included therein was an amount of 

Rs.2.108 million which has been declared as doubtful for recovery and provision was made 

against these advances. The reasons under which the advances could not be recovered need to be 

explained. 

The PAO stated that advances amounting to Rs.2.108 million relate to those employees who have 

since been expired and despite all efforts could not be recovered and adjusted. Management has 

therefore, declared as doubtful for recovery and provision was made against these advances for 

which case is under process to submit the same to BOD for written off 
 

PAC DIRECTIVE(25-10-2012) 
 

The para was clubbed with para 203.2 & 203.4. 
 

PAC DIRECTIVE (06-12-2012) 

The Committee settled the para subject to the verification and completion of the process. 
 

5. PARA-203.4, PAGE-352, ARPSE-2006-07 
 

The Audit pointed out that loans and advances included an amount of Rs.2.494 million paid to 

M/s. Auto Trading Centre in 1993 as 65% advance for supply of five vehicles. The vehicles had 

not been delivered by the firm. The reasons for non-settlement of the issue need to be explained 

and steps for early settlement may be taken. 

 
The PAO stated that the issue was discussed in 74th BOD meeting held on 17.07.2008 and it was 

decided that the Managing Director PTDC should take action and apprise the Board in its next 

meeting. 
 

PAC DIRECTIVE(25-10-2012) 
 

The para was clubbed with para 203.2 & 203.3. 
 

PAC DIRECTIVE (06-12-2012) 

The Committee directed th PAO for  recovery and inquiry. The PAC granted fifteen days. 
 

6. PARA-203.5, PAGE-352, ARPSE-2006-07 
 

The Audit pointed out that Chartered Accountants vide note 24.1.2 to the accounts 2005-06, 

stated that during the year 2004, Associated Hotels of Pakistan Limited, a subsidiary company of 

the Corporation, declared a dividend of Rs.1,201.255 million out of which the Corporation’s 

share was Rs.1,042.810 million. The amount was initially recognized as income and later on 

expensed as utilized by the Privatization Commission of Pakistan against the Presidential Debt 

Retirement Fund. The said transaction was incorporated in the books of accounts but its related 

tax amounting to Rs.104.281 million was neither paid nor recorded in the accounts as required 

under Section 5 of Income Tax Ordinance 2001. 
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The PAO stated that since the transaction was reverted as the Privatization Commission of 

Pakistan kept the amount in Presidential Debt Retirement Fund account therefore, the question of 

incorporation of tax in the books of accounts and payment of tax etc does not arise. 

Audit recommended the para for settlement. 
 

PAC DIRECTIVE(25-10-2012) 
 

The Committee settled the para. 
 

7. PARA-203.6, PAGE-353, ARPSE-2006-07 
 

The Audit pointed out that capital work-in-progress stood at Rs.106.608 million as on June 30, 

2006 as against Rs.165.762 million at the end of the previous year. Early completion of work was 

stressed upon the management. Likewise a provision against abandoned project to the tune of 

Rs.9.280 million was appearing in the accounts for the years 2003-04 to 2005-06. Reason for 

making such provision in the accounts needs to be explained. 

The PAO stated that expenditure relates to feasibility reports, soil testing, transport expenses, 

traveling & miscellaneous expenses for those projects which could not materialized, Management 

and Chartered Accountants had therefore decided to made provision against those abandoned 

projects which will be written off as per rules. 

Audit recommended the para for settlement. 
 

PAC DIRECTIVE(25-10-2012) 
The Committee settled the para. 

 
PTDC MOTELS NORTH (PRIVATE) LIMITED 

 

8. PARA-204, PAGE-354, ARPSE-2006-07 
The Audit pointed out that PTDC, Motels North (Pvt.) Limited was incorporated in Pakistan on 

March 19, 1977, under the Companies Act, 1913 (now Companies Ordinance, 1984). The 

Company was a wholly owned subsidiary of Pakistan Tourism Development Corporation 

Limited. Objectives of the Company were to promote tourism industry in the country and run and 

manage motel business in Pakistan. 

Audit recommended the para for settlement. 
 

PAC DIRECTIVE (25-10-2012) 
 

The Committee settled the para. 
 

9. PARA-204.1, PAGE-354-355, ARPSE-2006-07 
 

The Audit pointed out that the operating results reflected slight decline during the year 2005-06 

as compared to the previous year 2004-05. Room occupancy of the motels and sales of food and 

beverages improved as compared to the preceding year 2004-05. However, lease rentals from 

motels substantially decreased by 250% whereas chairlift income during the year remained nil. 

The operation of the Company needs to be improved by increasing revenue to make it viable. 
 



 
 

245 
 

The PAO stated that the Company posted increase in operating profit amounting to Rs.0.825 

million in 2005-06. There was overall improvement in rooms occupancy, food and beverage sales 

etc and increase in revenue @ 22% from Rs. 76.777 million to Rs.94.174 million during the year 

2006-07. Chairlift also became operational w.e.f. August 2006 and PTDC earned revenue of 

Rs.3.233 million during the year 2006-07. As regards, decrease in income from leased motels, it 

was due to non extension of lease period, as these motels were on the list of Privatization 

Commission. Therefore these motels were taken back from the licensees, while few motels were 

again leased out due to delay in privatization process of motels. The disturbed law & order 

situation in the country particularly in Swat valley adversely affected the business of PTDC 

resulted in sharp decline in revenue. However, PTDC is exploring all possible measures to 

increase its revenue and to reduce overall expenses. In view of the above audit may please settle 

the para. 

Audit recommended the para for settlement. 
 

PAC DIRECTIVE(25-10-2012) 
 

The Committee settled the para. 
 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF FOREIGN AFFAIRS 
PERTAINING TO THE DEVOLVED MINISTRY OF TOURISM                        

FOR THE YEAR 2006-07 
10. PARA-9.1, PAGE 54 AR 2006-07 

UNDUE RETENTION OF GOVERNMENT MONEY US$ 15,600 (RS. 982,800)  
 

The Audit pointed out that according to para 3.12 of FMMA Vol-I, all funds lying with Pakistan 

Missions abroad which were not required to be disbursed within a period of one month, shall be 

promptly repatriated to Pakistan. Para 3.13 further stipulates that funds retained for disbursement 

within a month should be kept in short term deposits earning commercial rate of interest which 

should be competitive.  

The Audit further pointed out that in disregard to the above mentioned government instructions, 

Parep, Warsaw had retained an amount of US$ 15,600 since 1996 received on behalf of Ministry 

of Tourism & Culture  (Mountaineering) as payment of royalty for scaling different Pakistani 

peaks by Polish mountaineers. Resultantly, US$ 15,600 has been held up in the Mission’s account 

for the last eleven years.  Undue retention of Government money is irregular. Audit suggests that 

either amount be disbursed to the concerned or funds be repatriated immediately to the Ministry 

of Tourism & Culture under intimation to Audit.  

The PAO stated that the amount of US $ 15,600 was deposited in the Federal Treasury by Chief 

Accounts Officer, Ministry of Foreign Affairs vide challan dated 02.07.2009.  

Audit informed that the amount of US $ 15,600 has been credited into Government account and 

verified by the Federal Treasury and CAO.   

PAC DIRECTIVE (06-12-2012)  

The Committee settled the para. 
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AUDIT REPORT ON THE ACCOUNT OF MINISTRY OF INTER PROVINCAIL 
COORDINATION FOR THE 2006-07 

 
11. PARA-10.5 (PAGE 131-132) AR 2007-08, (FY 2006-07) (PRINTED UNDER DEVOLVED 

MINISTRY OF HEALTH) 
VEHICLES OF DIFFERENT PROJECTS NOT USED FOR INTENDED PURPOSES 

 
The Audit pointed out that rule 11 of Staff Car Rules, 1980 states that a staff car belonging to an 

Attached Department or a Subordinate Office of a Division shall not be used by the 

Administrative Department and every Department or office shall be responsible for any misuse or 

irregularity committed in this behalf. Under section 7 of the Federal Ministers and Ministers of 

State (Salaries, Allowance and Privileges) Act, 1975 Ministers were entitled to avail the facility 

of only one official vehicle. Scrutiny of the record of National Institute of Health, Expanded 

Program for Immunization, GAVI and PIMS, Islamabad revealed that the vehicles (Toyota Land 

Cruiser, IDE-468, Provided by NIH), (Luxury Land Cruiser-Prado 5 door, X-91-38, Provided by 

NIH), (Double Cabin 4x4, GF-922, provide GAVI) remained in the custody of Federal Minister 

for Health from July, 2005 to June, 2007: 

 
The Audit further pointed out that the vehicles were used in addition to the one provided by the 

Cabinet Division, i.e. Toyota Corolla No. IDM 273. Audit also noted that during the financial 

year 2005-06 & 2006-07 all the expenditure on the repair, maintenance and POL of the above 

said vehicles was incurred out of the respective budget of these organizations. Further, according 

to Cabinet Division O.M. No. 1/15/2007-CPC dated 11.01.2008 staff cars attached with Ministers 

had become surplus upon the dissolution of the National Assembly and were supposed to be 

surrendered to the Government/Cabinet Division. Hence, any use of and expenditure incurred on 

these staff cars after 15.11.2007 was a violation of these instructions and Rule 3(4) of Staff Car 

Rules, 1980. These vehicles were used by Ex-Minister even till February, 2008. Audit 

recommends that recovery against unauthorized use of these vehicles may be worked out and 

should be made from the concerned individual. 

The PAO stated that recovery against unauthorized use of Vehicles No GF-922 and X-91-38 was 

worked out to Rs. 859,570. and Ministry of Health (defunct) was accordingly requested for 

recovery from Federal Minister vide letter No F- 1(1 28)EPI/EPTI2009- 10 dated 17.04.2010 

which has not been responded so far. 

Audit informed that Audit para pertains to NIH, EPI and PIMS. Ministry of IPC was controlling 

Ministry of EPI. Hence part of para relating to EPI is proposed to be discussed by PAC. The 

portion of Audit para relating to NIH and PIMS may be transferred to the respective Ministries. 

Responsibility may be fixed and action may be taken against the officer(s) who allowed the 

vehicles to Ex-Federal Minister for Health. Recovery may be effected and deposited into 

Government treasury. 

 
PAC DIRECTIVE (06-12-2012)  
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The Committee directed that responsibility may be fixed against the officer and Project Director 

who allowed the vehicles to Ex-Federal Minister for Health and recovery may be made from the 

Minister within fifteen days. PAC Secretariat may circulate this Audit para and PAC directives to 

all present Federal Ministers and Federal Secretaries for their information.  

12. PARA-10.6 (PAGE 132-133) AR 2007-08 (FY 2006-07)  
(PRINTED UNDER DEVOLVED M/O HEALTH) 
NON RECOVERY OF FUNDS TRANSFERRED TO UNICEF ON 30TH JUNE, 2005. RS 
– 29.171 MILLION 

 
The Audit pointed out that the management of Federal EPI Cell made an advance payment  of Rs. 

29,171,372 vide Cheque No. J 491290 dated 30.06.2005 on account of purchase of 22 vehicles to 

UNICEF Country office Islamabad during 2004-05 but the vehicles have not yet been received 

despite lapse of a period of more than two years. 

Audit observed that advance payment to UNICEF on 30.06.2005 was made only to avoid lapse of 

funds, these funds are kept outside government accounts for more than two years and vehicles 

which were to be used to carry out the purpose of the Project have not been purchased in the first 

three years of the life of Project. This has an adverse affect on meeting the objectives of the 

project. Audit recommends that department should surrender the funds which have lapsed at the 

close of financial year. A fresh assessment should be done for requirement of vehicles. This 

should be done in terms of economy measures adopted by the government. Funds may be 

recovered from UNICEF. 

The PAO stated that in 2005, when the EPI was utilizing procurement services of UNICEF, a 

request was made to UNICEF-Pakistan to buy Vehicles to strengthen immunization services all 

over the country. Brands and specifications of the vehicles and Bi-wheelers to be used in the field 

for supervision, monitoring & evaluation were also provided to UNICEF. A cheque for Rs.29.171 

million was issued with the approval of the competent authority in favour of UNICEF to enable 

the UN Agency to proceed with the procurement of these vehicles. Having explored the local 

market, UNICEF informed the Federal EPI Cell that the requested makes and models of the 

vehicles were not available in the local market in Pakistan and, as such, these vehicles shall have 

to be procured from the international market and imported. While the matter was under 

consideration, the Government of Pakistan imposed an embargo on the import of vehicles. In 

order to solicit relaxation of the embargo, EPI, through the Ministry of Health, approached the 

Economic Affairs Division (EAD) and the Federal Board of Revenue (FBR). but the FBR did not 

exempt EPI from the payment of import duty that would have been levied on the import of these 

vehicles.  

The PAO further stated that as, in the intervening period, EPI had procured and distributed among 

the Provinces/Areas 184 vehicles out of funds obtained from GAVI, the Province/Areas were not 

interested in having more vehicles. At that time, the Federal EPI Cell were worried about the 

dwindling cold storage space with the arrival of new vaccines which were being presented in 
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single dose vial and required more space as compared to the vaccines received in multi-dose 

vials. Therefore, keeping in view the acute shortage of cold chain equipment and to enhance the 

storage capability of district and faculty level, the Program, therefore, deemed it appropriate to 

spend the funds on procurement of cold chain equipment such as different types of ILRs, Cold 

Boxes, Generator and thermometers, Cold rooms, etc. Accordingly, with the approval of 

competent authority, the Program placed an order for purchase of cold chain with UNICEF of the 

same amount lying with UNICEF. 
 

The Audit suggested that management of EPI made payment of Rs.29.171 million on 30.06.2005 

for procurement 22 vehicles category (15 Toyota Land Cruiser Prado and 07 Toyota Hiace). 

Approval of Finance Division for advance payment and copy of PC-I on the basis of which the 

payment was made was not provided by the management. Responsibility may be fixed for 

making advance payment to UNICEF on 30.06.2005 when there was no demand for procurement 

of vehicles and the funds remained parked with UNICEF. EPI management claimed that instead 

of procurement of vehicles, cold chain equipment has been procured but no record in support of 

their claim was provided to Audit. The funds were placed with UNICIEF, who authorized for 

transfer/ payment of funds to UNICEF, who entered into agreement with UNICEF for 

procurement of vehicles, why this agreement was not provided to Audit. During verification of 

record on 21.11.2012 there was unspent balance of US$1.69 million with UNICEF. Management 

has not provided record regarding the claim that they procured vaccines instead of vehicles.  

PAC DIRECTIVE (06-12-2012)  
The Committee directed that verification of record regarding procurement of other items in place 

of vehicles may be got verified from Audit. Further it may also be verified why the orders for 

vehicles were placed with UNICEF and to verify the Rules/procedure adopted regarding 

procurement of items from UNICEF. 

AUDIT REPORT ON THE ACCOUNT OF THE DEVOLVED MINISTRY OF TOURISM 
(NOW CABINET DIVISION) PERTAINING TO THE MINISTRY OF INTER PROVINCAIL 

COORDINATION FOR THE 2006-07 
 

13. PARA-16.1 (PAGE-182-183) AR 2007-08 (FY 2006-07)  
(PRINTED UNDER DEVOLVED M/O TOURISM) 
NON FIXATION OF FARE RATES IN HOTEL INDUSTRY 
 
PAC DIRECTIVE (06-12-2012)  

 

The Committee settled the para on the recommendation of the DAC.  
 

***** 
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MINISTRY OF INTERIOR 
2006-07 

 
23. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Ministry of Interior were 

examined by the Public Accounts Committee on 29th June, 2012, 20th November, 2012 and 

subsequently on 13th December, 2012. During the 1st round of PAC meeting the Committee 

issued its directions and other rounds of PAC meetings were held to ensure the implementation of 

PAC directives issued during the previous rounds. 

23.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future, financial management system should be strengthen. 

23.2  Nine grants and ten paras were presented by the AGPR and Audit. 

23.3 All grants and five paras were settled and Committee directed the Director General 

Passport to submit report of “Passport theft case”. The Committee also directed to 

provide the details of purchase of helicopter and FPUs Cote Dlvoire and timor lester.  

23.4 The Committee directed the PAO that all the MRP systems installed at all places be 

functioned. The Committee further directed that the require infrastructure for the 

production of Machine Readable Passports must be provided/made operational which the 

Ministries of Interior and Foreign Affairs should coordinate and submit a detailed report 

in this regard to PAC. 

23.5 The PAC expressed displeasure over purchase of Helicopter worth Rs.50 Million, theft of 

5634 passports and issuance of blue passports to private citizens of the courtny  by the 

Ministry of Interior.  
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MINISTRY OF INTERIOR 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 29th of June 2012 and subsequently on 20th December, 2012, regarding Appropriation 

Accounts Audit Report on the accounts of Interior Division were summarized as under:-  

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. i) GRANT NO.71 – INTERIOR DIVISION  

The AGPR pointed out that the grant closed with a saving of Rs.71,255,397 which worked out to 

19.25 percent of the total grant. An amount of Rs.102,259,000 (27.63%) was surrendered  

resulting into an excess of Rs.31,003,603 (8.37%).  

The PAO stated that the supplementary grant was because of the expenditure on various heads 

including newly established National Public Safety Commission and payment of compensation @ 

Rs.100,000 each to the legal heirs of thirty victims of Charsada bomb blast. 

Explaining the reasons of saving and excess, the PAO informed that it was due to less allocation 

at the time of grant budget and due to less allocation. 

   ii) GRANT NO.72 – ISLAMABAD  

The AGPR pointed out that the grant closed with an excess of Rs.169,549,192 which worked out 

to 7.07 percent of the total grant. A supplementary grant of RS 206,010,000 was utilized in the 

maintenance, utilization and the arrangements of the forces. 

PAC DIRECTIVE(29-06-2012) 

The Committee settled the above two grants. 

2. GRANT NO.73 – PASSPORT ORGANIZATION 

The AGPR pointed out that the grant closed with an excess of Rs.706,046 which worked out to 

0.24 percent of the total grant.  

The PAO stated that excess was mainly due to grant of adhoc increase @ 15% w.e.f 01.06.2007, 

the provision of which did not exist in the budget as the same was announced after approval of 

budget and less allocation at the time of approval of budget. 

PAC DIRECTIVE(29-06-2012) 

The Committee directed the Director General, Passport to submit report of “Passports theft case”. 

The Committee settled the grant. 

3. GRANT NO.74 – CIVIL ARMED FORCES 

The AGPR pointed out that the grant closed with an excess of Rs.366,569,309 which worked out 

to 4.07 percent of the total grant. An amount of Rs.48,496,224 (0.54%) was surrendered  

increasing net  excess to Rs.415,065,533 (4.61%).  

The PAO stated that excess was mainly due to booking of expenditure for the month of June, 

2007 in the month of June, 2007 as per PIFRA Policy  
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PAC DIRECTIVE(29-06-2012) 

The Committee settled the grant and directed to provide the details of purchase of helicopter and 

FPUs Cote Dlvoire and timor lester.  

4. GRANT NO. 146 –DEVELOPMENT EXPENDITURE OF INTERIOR DIVISION 
 

The AGPR pointed out that the grant closed with a saving of Rs.1,360,064,748 which works out 

to 17.87 percent of the total grant. An amount of Rs.392,305,370 (5.15 %) was surrendered  

leaving net saving of Rs.967,759,378 (12.72 %). A supplementary grant of Rs.43,983,000 was 

sanctioned but not included in the supplementary schedule of authorized expenditure.  

PAC DIRECTIVE(29-06-2012) 

The Committee stated that such sort of practices shows inefficiency of the PAO at that time and 

discouraged huge surrender. The Committee settled the grant. 

5. GRANT NO. 75 –FRONTIER CONSTABULARY  

The AGPR pointed out that the grant closed with an excess of Rs.136,000,620 which worked out 

to 7.29% of the total grant. 

The PAO stated that the excess was due to less allocation and grant of adhoc increase @ 15% 

w.e.f. 01.07.2006. To meet this excess, supplementary grant of Rs.332.000 million was requested 

but only Rs.50.745 million was sanctioned. A Supplementary Grant included in scheduled was 

RS. 105,353,000. 

PAC DIRECTIVE (20-11-2012) 

The Committee settled the grant with direction that there should be zero savings and zero excess in future. 

6. GRANT NO. 76 –PAKISTAN COAST GUARDS 

The AGPR pointed out that the grant closed with an excess of Rs.4,110,458 which worked out to 

1.05% of the total grant. An amount of Rs.15,742,000 (4.02%) was surrendered increasing net 

excess to Rs 19,852,458 (5.06%). 

The PAO stated that the excess was due to booking of expenditure on account of Pay for the 

month of June, 2007 in the month of June as per instructions given in Finance Division U.O 

No.F.4(1)Expp-II/2002-Vol-I, Exp-III/2007/440, dated 07.06.2007 and controller general of 

Accounts, Islamabad letter No.135-AC-II/6/55/2003-Misc-Vol VI dated 09-06-2007.  

PAC DIRECTIVE (20-11-2012) 

The Committee settled the grant 

7. GRANT NO. 77 –PAKISTAN RANGERS  

The AGPR pointed out that the grant closed with an excess of Rs.393,909,744 which worked out 

to 8.51% of the total grant. An amount of Rs.4,427,000 (0.09%) was surrendered increasing net 

excess to Rs 398,336,744 (8.61%). 

The PAO stated that the amount of Rs. 417,544,089 to grant of adhoc increase @ 15% w.e.f  07-

07-2006 the provision of which did not exist in the budget estimates as the same was announced 

after approval of budget and due to increase in the rate of ration allowances. 
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PAC DIRECTIVE (20-11-2012) 

The Committee settled the grant. The Committee further directed that the recommendations of the 

DACs meeting should be recorded in the brief for the meetings of the PC to apprise the latter 

about the actual recommendations of the DAC. 

8. GRANT NO. 78 –OTHER EXPENDITURE OF INTERIOR DIVISION 

The AGPR pointed out that the grant closed with a saving of Rs.22,327,517 which worked out to 

1.83% of the total grant. An amount of Rs.41,782,000 (3.43%) was surrendered  resulting into an  

excess of Rs.19,454,483 (1.60%). A supplementary grant of Rs.1,000 was sanctioned but not 

included in supplementary schedule of authorized expenditure. 

The PAO stated that excess was due to less allocation at the time of grant of budget and grant of 

adhoc increase @ 15% sanctioned by the Finance Division w.e.f 01-07-2006 the provision of 

which did not exist in the budget. To meet this excess, a supplementary grant was requested 

through excess and saving statement but no response was received till close of financial year. 

PAC DIRECTIVE (20-11-2012) 

The Committee settled the grant. 

 
AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF INTERIOR 

FOR THE AUDIT YEAR 2007-08 
Prepared by the D G Audit (FG) 

1. PARA 11.1, PAGE No. 140, AR-2006-07 
NON-RECONCILIATION OF GOVERNMENT RECEIPTS –Rs. 60.800 MILLION  

 

The Audit pointed out that in terms of Para3 (II) (c) of the New System of Financial Control and 

Budgeting, 2000 the Principal Accounting Officer shall ensure that the accounts of receipts shall 

be maintained properly and reconciled on monthly basis. Para 26 of GFR Volume-I stipulates that 

it was the duty of the Departmental Controlling Officers to see that all sums due to Government 

were regularly and promptly assessed, realized and duly credited in the Public Account. Rule 

77(v) of FTR Volume-I states that all money deposited into Government account should be 

reconciled with treasury. 

The Audit further pointed out that during the financial year 2006-07 Ministry of Interior issued 

armed licenses to individuals. The estimate of license fee for issuance and renewal for the year 

was Rs. 60,800,000. In order to ascertain that amount due to the Government was actually 

deposited in the Government account, the Ministry was required to reconcile the figures with 

Federal Treasury Office (FTO). Audit noted that receipt figures were not reconciled with FTO. 

Due to this lapse, Audit cannot verify the actual amount of receipts. 
 

The PAO stated that Committee had been constituted, which been assigned the task of 

reconciliation of the figures deposited in the authorized bank branches of NBP all over Pakistan. 

This committee had started its work speedily and on the basis of figures of bank challan the FTO 

would be asked to verify it. 
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The Audit requested that in pursuance of the PAC directives, the Ministry had not provided copy 

of the report regarding action taken against the culprits. The PAO may be advised to provide a 

copy of the inquiry report to PAC and Audit. 

PAC DIRECTIVE (20-11-2012) 

The Committee directed that after conducting inquiry administratively, the report may be 

provided within twenty days to the Audit. 

2. PARA 11.2, PAGE No. 140, AR-2006-07 
IRREGULAR CHARGING OF Rs. 25/- BY THE NATIONAL BANK OF PAKISTAN ON 
COLLECTION OF PASSPORT & ENDORSEMENT FEE  
The Audit pointed out that the National Bank of Pakistan as an authorized agent of the State 

 Bank of Pakistan was collecting revenues generated by the Immigration and Passport 

Organizations in the shape of Passport & Endorsement Fees. The Government had allowed the 

bank to charge Rs. 2/- per transaction from the applicants. This fee was charged in addition to 

rates fixed by the Government on account of collection of passport and visa fee. Audit observed 

that the bank authorities requested the Ministry of Interior to increase the bank charges. Ministry 

of Interior unilaterally increased the bank charges from Rs. 2 to Rs. 25. As a result of this 

decision, undue burden was put on the shoulders of common man, and due to non reporting of 

this amount there is a risk that these charges can be misappropriated. 

The PAO replied that the case for ex-post facto sanction of bank charges on collection of Passport 

and Endorsement Fee had been taken up with Ministry of Finance. The PAO further replied that 

as and when received, sanction will be communicated. 

The Audit informed that Rule 14-A of the Rules of Business, 1973 states that no Division shall, 

without previous consultation with the Revenue Division, authorize the issue of any orders, other 

than orders in pursuance of any general or special delegation made by the Revenue Division, 

which will affect directly or indirectly the collection of revenue from federal taxes, levy of taxes, 

duties, cesses or fees. Charging of fee @ Rs. 25 by the National Bank of Pakistan on collection of 

Passport and Endorsement Fee was unauthorized and irregular. Ministry of Interior orders dated 

19.08.2006 for approval / enhancement of charges / commission were beyond the authority of the 

Ministry and in violation of Rules of Business 1973. Audit requested that the PAO may kindly 

explain the authority under which the orders were issued. 

PAC DIRECTIVE (20-11-2012) 

The Committee directed the PAO obtained reply from NBP, present practice may be stopped and 

responsibility may be fixed. The Committee further directed that the an independent inquiry be 

conducted in coordination with the Finance Division for report within twenty days. The National 

Bank of Pakistan be also asked to furnish its reply in this regard within twenty days. 
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3. PARA 11.3, PAGE No. 141, AR-2006-07 
NON-ADJUSTMENT OF FUNDS PLACED AT THE DISPOSAL OF ANOTHER 
GOVERNMENT AGENCY – Rs. 2,133.600 MILLION  

 

The Audit pointed out that during the audit of National Police Bureau (NPB), it was noted that the 

management had withdrawn Rs. 2,133.600 million during the financial years 2005-06 and 2006-

07 under the three projects, namely: Automated finger identification system (AFIS), Police record 

and office management information system (PROMIS), and Establishment of national integrated 

trunk radio system for police (NITRS).: 

The Audit further pointed out that the implementation of the projects was a joint collaboration 

between National Police Bureau (NPB) and another Government organization.  

The PAO stated that National Police Bureau provided a copy of their letter, according to which 

Rs. 4,153.210 million were released to ISI for the period to 2005-06 to 2010-11. The Directorate 

General ISI, Islamabad had not provided the adjustment accounts. The department also informed 

that the ISI had not reported any progress of these projects. 

The Audit informed that neither the adjustment accounts nor progress of the projects was reported 

by the National Police Bureau. According to National Police Bureau letter dated 29.11.2011, total 

funds of Rs. 4,153.210 million had so far been released / given to ISI. Audit requested that the 

PAO may kindly be advised to explain about non-adjustment of accounts and non-completion of 

projects by the ISI. 

PAC DIRECTIVE (20-11-2012) 

The Committee directed the PAO hold an inquiry within twenty days for fixing responsibilities 

regarding violation of rules, double-ding the amount, present status of the projects etc. The 

Committee further directed that a questionnaire may be developed by the Director General 

(Audit)  Dr. Asif, for conducting inquiry by the PAO within twenty days for fixing 

responsibilities regarding violation of rules and non-adjustment of accounts/ non-completion of 

the projects. The said questionnaire be forwarded to the PAO within three days under intimation 

to this Secretariat for the perusal of the PAC. 

4. i) PARA 11.4, PAGE No. 142, AR-2006-07 
DELAY IN THE PROJECT, “ESTABLISHMENT OF FORENSIC SCIENCE 
AGENCY” 

ii) PARA 11.5, PAGE No. 143, AR-2006-07 
MIS-PROCUREMENT – Rs. 8.139 MILLION  

iii) PARA 11.6, PAGE No. 144, AR-2006-07 
RUSH OF EXPENDITURE DURING THE MONTH OF JUNE – Rs. 68.355 MILLION  

iv) PARA 11.8, PAGE No. 146, AR-2006-07 
NON-RECONCILIATION OF GOVERNMENT RECEIPTS –Rs. 106.918 MILLION  

PAC DIRECTIVE (20-11-2012) 

PAC settled the above four (4) paras on the recommendation of the DAC.  
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5. PARA 11.7, PAGE No. 144, AR-2006-07 
IRREGULAR USE OF RECEIPTS TO MEET THE DEPARTMENTAL EXPENDITURE 
– Rs. 33.6 MILLION 

The Audit pointed out that Islamabad Police had retained amounts to meet the departmental 

 expenses; Rs. 3.347 million in a current bank account these receipts are realized from different 

sources like checking of vehicles, rent of canteen, PCO, Nurseries, income from summer school 

& swimming pool, etc, Rs. 19.487 million from different sources like issuing of driving license, 

parking of vehicles, sale of photo state forms etc and receipts from two petrol pumps owned by 

ICT Police amounting to Rs. 11.5 million 

The Audit further pointed out that these funds were utilized to meet the departmental 

expenditures like distribution of cash award, printing of challans, repair works, payment of 

contract salaries, transportation charges and medical bills. Expenditure from these items are 

provided in the annual budget. Total expenditure met from receipts for the financial year 2006-07 

is Rs. 22.1 million.  

The PAO stated that the purpose of running of such project was that profit earned by these 

projects was utilized purely for the welfare of Police officers and men. It was further pointed out 

that the Finance Division has not allocated even a single penny for the establishment of these 

projects.  Moreover, the Government allocates fewer funds under various heads of accounts than 

the actual requirement placed by the department. As police has to function in public interest 

therefore some time the amount from welfare funds was utilized in emergency, which was 

subsequently made up when the Government bills are passed from AGPR. Hence the action taken 

by the department is under compulsion and not willingly or knowingly. 

The Audit requested that this para may be clubbed with audit para No. 10.3 of Audit Report 

2008-09. 

Audit recommended the para for settlement. 

PAC DIRECTIVE (20-11-2012) 

The Committee settled the para. Clubbed with audit para # 10.3 of Audit Report 2008-09. 

6. PARA 11.9, PAGE No. 146, AR-2006-07 
MIS-PROCUREMENT ON PURCHASE OF HEPATITIS ‘B’ VACCINE – Rs. 8.819 MILLION  

 

The Audit pointed out that the management of Headquarters, Pakistan Rangers (Sindh), Karachi 

received Rs. 10.50 million through re-appropriation on 30.06.2007 under head A-03927 - 

Purchase of Drugs & Medicines. Out of above re-appropriation, an expenditure of Rs. 8,819,935 

was incurred on same day, i.e. 30.06.2007 on purchase of Injection Heberbiovac. This injection 

was used for vaccination against Hepatitis B Virus and was procured in two doses. The purchase 

was made without inviting open tenders through the press as well as on the website of PPRA. A 

quotation from M/s Macter International was obtained on 24.05.2007 and the deal was 

materialized with the same supplier. The utilization of the injection upto August, 2008 was NIL, 

which indicates that there was no urgency. Audit also could not verify the receipt and storage of 

63,234 injections. 
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The PAO informed the Committee that certificate regarding quality and rate of Hepatitis B 

vaccine duly signed by Professor of Medicine Medical Unit-III ward7 Jinnah Postgraduate 

Medical Centre Karachi is available. 

The Audit requested the PAC that the Public Procurement Rules, 2004 were violated as the whole 

process of procurement was completed on the last day of financial year, i.e. 30.06.2007. The 

management had obtained quotation on 24.05.2007, clearly indicating that they had anticipated 

receipt of funds. Therefore, they had ample time to abide by the Public Procurement Rules, 2004 

and invite tenders. The management could not provide proof that M/s Macter International was 

the sole producer and provider of the vaccine. Thus, it could not be termed as propriety item. The 

department could not provide justification of emergency as the vaccines were used over a 

subsequent two year period. The management could not provide proof of storage of vaccines 

under the required conditions. The actual month wise details of patients vaccinated could not be 

provided. Audit requested that the PAO may kindly explain the deficiencies before the PAC. 

PAC DIRECTIVE (20-11-2012) 

The Committee referred back the para to DAC.  Record may be verified in DAC within ten days, 

otherwise responsibility may be fixed. 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY FOREIGN AFFAIRS 
FOR THE AUDIT YEAR 2006-07 PERTAINING TO THE MINISTRY OF 

INTERIOR 
Prepared by the Director General Audit (F & I) 

7.      PARA-4.1, PAGE No.34 - AR- 2006-07 
BLOCKAGE OF RS. 3.630 MILLION DUE TO NON-UTILIZATION OF SYSTEM FOR 
MACHINE READABLE PASSPORTS 
The Audit pointed out that Pakistan High Commission, New Delhi spent US$ 54,109 on the 

purchase of computers, furniture / fixture for the installation of system for Machine Readable 

Passports (MRP). On physical verification, it was told to Audit that the system was not 

functioning since its installation. As such the expenditure incurred had extended no benefit to the 

people and thus resulted in blockage of Government money. 

The PAO informed the Committee that being the part of the project objectives, DG I&P had 

installed the MRR system at New Delhi in 2005. Since, no technical expertise was available with 

the Mission, this office had posted the MRP officials who joined their duties at Pahic New Delhi 

on January 23, 2006. The DG I & P requested Ministry of Foreign Affairs to approach the Indian 

authorities for extension of visas of the MRP officials posted at Pahic New Delhi before expiry of 

their visas. In response Ministry of Foreign Affairs informed that due to reciprocity constraints, 

its was not possible to get of the Mission to sustain the MRP operation at Pahic New Dehli.  
 

The PAO further informed that they were in regular contact with the Ministry of Foreign Affairs 

(MOFA) and were requested the MOFA vide letters dated 21.04.2008, 29.04.2008, October, 

2011, 01.12.2011 and 15.12.2011 to make the MRP system operational in Pahic New Delhi by 

posting employees of the office of MRP but the MOFA does not support the proposal. To 
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mobilize the machinery & fixture and provide services to the common people and fulfill the 

international obligations active involvement of MOFA is required.  

The Audit requested the PAC to direct the concerned Ministries to get the matter investigated as 

to why the detail of the scheme including deployment of technical staff and visa issue was not 

worked out in collaboration with the Ministry of Foreign Affairs before installation of the MRP 

system.  

PAC DIRECTIVE (20-11-2012) 

The Committee directed the PAO that all the MRP systems installed at all places be functioned 

within fifteen days and submit compliance report to the PAC Secretariat. If the MRP System were 

not functional the para stands pended. The Committee further directed that the require 

infrastructure for the production of Machine Readable Passports must be provided/made 

operational within fifteen days for which the Ministries of Interior and Foreign Affairs should 

coordinate and submit a detailed report in this regard to PAC be 4-12-2012. 

 

The Proceedings of the Committee ended with a vote of thanks to the Chair. 

 

*****  
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NATIONAL ASSEMBLY SECRETARIAT 
 
 

Subject: GOVERNMENT DEPARTMENTS, AUTONOMOUS BODIES/SEMI-
AUTONOMOUS BODIES AND PUBLIC SECTOR ENTERPRISES 
REFUSING STATUTORY AUDIT BY THE OFFICE OF THE AUDITOR 
GENERAL OF PAKISTAN 

    

A meeting of the PAC was held on 13-12-2012 on the subject citied above under 

the Chairmanship of Honourable Mr. Nadeem Afzal Gondal, MNA in Committee Room No-2, 

Parliament House, Islamabad. The list of participants is attached. 

   The Audit briefed the Committee that NADRA requested the Director 

Commercial Audit vide their letter dated 23-12-2011 that NADRA’s audit of the Government 

grants for the financial year 2010-11 be postponed. 

The PAC asked the PAO whether the Ministry or NADRA had any objection to 

conduct the audit of their accounts by the Auditor General of Pakistan.  

The PAO explained that NADRA’s point of view was that Auditor General of 

Pakistan could only conduct Audit of Government grants received during the Audit period and 

not the funds from other sources or National or International deposits received against work 

done by the NADRA. 

The Auditor General of Pakistan explained that the constitutional legal position 

in the matter was clear and NADRA must submit to the same. It was who stated that AGP 

conduct the Audit in accordance with the DAGP’ s Auditing Standards, which are in conformity 

with International Auditing Standards. The Honorable Members agreed with the AGP’s view 

relating to the requirements of Audit of Public Sector entities. After thorough deliberations by 

the Committee on the subject matter the PAC made the following directives:- 

PAC DIRECTIVE 
 
 The Committee directed the PAO to give consent in writing within ten days for conducting audit 

by AGP which shall include all grants, receipts, and funds of NADRA whether from national or 

International sources.  

During the meeting the Honourable Sardar Ayaz Sadiq, MNA raised the matter of illegal 

appointments of two Deputy Chairmen in NADRA. It was informed that, the recruitment of Dy. 
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Chairmen has not been approved by the NADRA Board. The Member of the Committee 

expressed their displeasure and wondered what would be the legal position of the decision/orders 

taken/issued by these illegal appointees. 

PAC DIRECTIVE 

The PAC directed the PAO to denotify illegal appointments of two vice Chairmen in NADRA 

and submit the implementation report to the PAC Secretariat within one week. 

 

The meeting ended with a vote of thanks to and from the Chair. 

 

 

 

******** 
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MINISTRY OF INVESTMENT  
2006-07 

 
24. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Ministry of Investment (Board of 

Investment) were examined by the Public Accounts Committee on 28th November, 2012. 

 

24.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

24.2  One grant was presented by the AGPR. 

24.3 The Committee settled the grant with the direction that the Ministry should strive to 

achieve zero excess and zero savings. The Committee directed the PAO to submit a 

report to the Committee indicating the details of local/foreign investment during the last 

two years and the number of investors facilitated by the Board of Investment in Pakistan. 
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MINISTRY OF INVESTMENT 
ACTIONABLE POINTS  

 
Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 28th November, 2012, regarding Appropriation Accounts for the year 2006-07 pertaining to 

Ministry of Investment (Board of Investment) were summarized as under: 

 
APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

 
1. GRANT NO.99-BOARD OF INVESTMENT 

 
The AGPR pointed out that the grant closed with a saving of Rs.1,953,935 which worked out to 

2.16% of the total grant. The Department pointed out less booking of expenditure of Rs.618,443. 

  
The PAO explained that major part of savings was due to vacant posts. Also the funds kept in 

anticipation of expenditure under head “Communication”, “Utilities”, Travel & Transportation” 

and General” to meet the obligatory nature expenditure till 30th June could not be expended.  

 
PAC DIRECTIVE 

 
The Committee settled the grant with the direction that the Ministry should strive to achieve zero 

excess and zero savings. The Committee directed the PAO to submit a report to the Committee 

indicating the details of local and foreign investment during the last two years and the number of 

investors facilitated by the Board of Investment in Pakistan, within five days. 

  
 

The proceedings of the Committee ended with a vote of thanks to and from the Chair.  
 

 
 
 

**************** 
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MINISTRY OF KASHMIR AFFAIRS & GILGIT BALTISTAN 
2006-07 

 
25. OVERVIEW 

 
 

Appropriation of Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Kashmir Affairs & Gilgit Baltistan were examined by the Public Accounts 

Committee on 30th July, 2012 and subsequently on the 14th November, 2012. 

25.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

25.2  Five grants and fourteen paras were presented by the AGPR and Audit. 

25.3 Three grants were settled by the Committee and two grants were refereed back to DAC. 

Twelve paras were settled after considering the recommendations of the DAC and 

directed that recovery be verified from Audit. 

25.4 Some of the recoveries were also made, however the Committee directed the PAO to 

effect balance recovery and submit compliance report to PAC.  
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MINISTRY OF KASHMIR AFFAIRS & GILGIT BALTISTAN 
ACTIONABLE POINSTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 30th July, 2012 and 14th November, 2012, regarding audit report for the year 2006-07 on 

the accounts of the Ministry of Kashmir Affairs & Gilgit Baltistan (Gilgit-Baltistan Works/Water 

& Power Department) were summarized below:- 

APPROPRATION ACCOUNTS CIVIL VOL-I 2006-07 
 

i) GRANT NO.79 KASHMIR AFFAIRS & NORTHEN AREAS DIVISION. 
 
PAC Directive (14-11-2012):: 
The Committee regularized the above grant. 
 

ii) GRANT NO.80 OTHER EXPENDITURE OF KASHMIR AFFAIRS & NORTHEN 
AREAS DIVISION. 
 
PAC DIRECTIVE (14-11-2012) 

The Committee referred the above grant back to DAC.  
 
 

iii) GRANT NO.81 NORTHEN AREAS. 
 
PAC DIRECTIVE (14-11-2012) 

The Committee regularized the above grant. 
 

iv) GRANT NO.122 CAPITAL AUTAY ON PURCHASES BY KASHMIR AFFAIRS & 
NORTHEN AREAS DIVISION. 
 
PAC DIRECTIVE(14-11-2012) 

The Committee regularized the above grant. 
 

v) GRANT NO.147 DEVELOPMENT EXPENDITURE OF KASHMIR AFFAIRS & 
NORTHEN AREAS DIVISION. 
 
 
PAC DIRECTIVE(14-11-2012) 

The Committee directed the PAO to refer it back to DAC for reconciliation within two weeks. 
 

AUDIT REPORT ON THE ACCOUNT OF MINISTRY OF KASHMIR AFFAIRS & 
GILGIT BALTISTAN FOR THE YEAR 2006-07 

 

GILGIT-BALITISTAN WORKS/WATER & POWER DEPARTMENT 

1. PARA NO. 4.1, PAGE 87, AR 2006-07 
NON-DEDUCTION OF DUTIES, TAXES AND TRANSPORTATION CHARGES – 
RS.14.5 MILLION 

The Audit pointed out that the bid of contractor was inclusive of duties and taxes. The amount of 

duties and taxes would be deducted from the aforesaid bid amount and actual amount of duties 

and taxes paid to Government by the contractor as per invoice of the authority concerned would 

be reimbursed vide letter No.E- 4/103/2003/829 dated 22nd June, 2005. 
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The Audit further pointed out that Executive Engineers, Water & Power Divisions, Chilas and 

Skardu could not deduct the duties and taxes from the payment made to the contactors in two 

works. Besides, allowed the transportation charges for the rejected, spare parts and tools. This 

resulted in non-deduction of Rs.23.2 million on account of duties, taxes and transportation. In 

DAC meeting held on 29th March, 2008, the actual recovery of Rs.6.1 million against Rs.8.7 

million in respect of Water & Power Divisions Skardu was verified while Water & Power Chillas 

Division was directed to make the balance recovery of Rs.14.5 million.  

The PAO stated that the actual recoverable amount was Rs. 9.294 million, i.e. Rs. 6.120 million 

(Skardu) and Rs. 3.174 million (Chilas). Recovery of Rs. 6.120 million already got verified and 

the remaining Rs. 3.174 million has also been recovered. 

PAC DIRECTIVE(30-07-2012) 

The Committee settled the para with the direction that recovery be verified from the Audit. 
 

2. PARA NO. 4.2, PAGE 87, AR 2006-07 
NON-ADJUSTMENT OF ADVANCE PAYMENT THROUGH VOUCHED ACCOUNT 
AND NON-TRANSFER OF LAND - RS. 12.6 MILLION 

The Audit pointed out that every payment for whatever purpose must be supported by a voucher 

with clear particulars of the claim and all information necessary for its proper classification and 

identification in the accounts as per para-72 of Central Public Works Account Code. Executive 

Engineer Buildings & Roads Division, Ghizer paid a huge amount to Deputy Commissioner/Land 

Collector of District Ghizer during 2005-06 but neither the vouched account was obtained nor the 

land was transferred in the name of Government. Non-receipt of documentary proof from the 

Deputy Commissioner /Land Collector resulted in non-adjustment of advance payment of Rs.12.6 

million. 

The PAO stated that the vouched account would be submitted to Audit as and when received 

from Deputy Commissioner/Land Collector, Ghizer. 

PAC DIRECTIVE(30-07-2012) 
After thorough discussion, the Committee settled the para considering the recommendations of 

DAC. 

3. PARA NO. 4.3, PAGE 88, AR 2006-07 
LOSS DUE TO SEPARATE PAYMENT OF TAXES - RS.10.7 MILLION 

 

The Audit pointed out that the rate for each item shall be quoted in Pak Rupee including all cost 

and freight charges up to Skardu as per para A-3 of the conditions of contract. The Executive 

Engineer, Water and Power Division, Skardu paid Rs.7.475 million on account of freight charges, 

etc. besides reimbursed amount of Rs.3.2 million on account of tax, etc. paid by the contractor at 

the time of finalization of accounts. These charges were not payable separately because the item 

rate consisted of all taxes and freight charges upto Skardu. The separate payment of inbuilt cost 

resulted in loss of Rs.10.7 million to the government. 
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The PAO stated that the option No.3 suggested by Assistant Executive Engineer was examined 

by the Chief Engineer and the bill of the contractor was finalized by deducting the excess 

payment accordingly. Agreement was signed on 23.04.1994 and at that time the taxes, duties on 

water supply equipment were exempted if imported by the government department vide SRO 

21(1)/93 dated 10.01.1993. Further, taxes, duties levied after signing of contract were to be borne 

by the government. 

PAC DIRECTIVE(30-07-2012) 
The Committee referred the para back to DAC to make recovery and verification by the Audit 

within one month. 
 

Audit Comments 

 Compliance to PAC directives dated 30th July, 2012 was awaited.  

 PAC may like to direct the Department to produce evidence of levy of taxes after signing 

of contract, proof of payment of duties by the contractor and approval of the competent 

authority for reimbursement of taxes/duties to Audit for verification. 

PAC DIRECTIVE (14-11-2012) 

The Committee directed the PAO to verify the record from the Audit within one month. 
 

4. PARA NO. 4.4, PAGE 88-89, AR 2006-07 
NON-RECOVERY OF ELECTRICITY CHARGES - RS.3 MILLION 
 

The Audit pointed out that it was duty of the Departmental Controlling officer to see that all sums 

due to government were regularly and promptly assessed, realized and duly credited to Public 

Account, as per Para-26 of General Financial Rules Vol-I.The Executive Engineer, Water & 

Power Division, Gilgit could not recover the outstanding electricity charges of Rs.3.425 million 

for the year 2005-06. The recovery of Rs.396,636 was verified by Audit and the para was reduced 

to Rs.3.028 million.  

The PAO stated that the recovery would be made, from the consumers. The recovery of Rs. 

517,019 was made and verified on 19.10.2009 leaving balance of Rs. 2,511,526. 

PAC DIRECTIVE(30-07-2012) 
The Committee pended the and directed the PAO to effect balance recovery of 316,915 within 

one month.  

DECISION OF DAC( 2ND NOVEMBER, 2012) 
 

Para was reduced to Rs.316,915 in DAC held on 25.09.2012. The Committee was informed that 

matter had been taken up with the Finance Department, Gilgit-Baltistan to provide funds for 

recovery of outstanding dues amounting to Rs. 75,466 against Government Departments by 

adjusting their funds at source. It was further informed that Home Department GB has been 

requested to approach HQ FCNA for recovery of outstanding dues of Rs. 241,449 against 

Military Formations. The Committee pended the para till full recovery with direction to expedite 

balance recovery. 
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AUDIT COMMENTS 

PAC may like to direct the Department to comply with the PAC directives dated 30th July, 2012. 

The PAO informed the Committee that effort is being made to recover the amount of Rs. 75,466/-

PAC DIRECTIVE (14-11-2012) 

The Committee directed to settle the para subject to verification by Audit within one month. 
 
5. PARA NO. 4.5, PAGE 89, AR 2006-07 

OVERPAYMENT DUE TO ALLOWING EXCESSIVE QUANTITY - RS.863,500 

The Audit pointed out that no deviation from specification approved in the contract agreement or 

additional items of work can be carried out by the contractor unless the rates of the substituted, 

altered, or additional items have been approved in writing by the competent authority according 

to clause 12-A of Contract Agreement. The Executive Engineer Water & Power Division, Chilas 

took excessive supply of poles than actually required. Payment for excessive quantity over and 

above the agreement provision without approval resulted in overpayment of Rs.863,500. 

The PAO stated that either the excessive poles would be got fixed and excess quantity be got 

regularized or recovery be adjusted in due course of time. 

PAC DIRECTIVE(30-07-2012) 

After considering the recommendations of DAC, the Committee settled the para. 
 

6. PARA NO. 4.6, PAGE 90, AR 2006-07 
NON-RECOVERY OF COST OF BITUMEN AND CEMENT - RS.779,370 

The Audit  pointed out that  the cost of material issued to the contractor should be recovered 

from the bill of the contractor as soon as the material is consumed on the work according to Para-

122(b) of Central Public Works Account Code. The Executive Engineer Buildings & Road 

Division, Ghizer could not recover the cost of bitumen and cement which were issued to the 

contractor(s) against various works. This resulted in non-recovery of Rs.8.340 million. Recovery 

of Rs. 7.267 million was made and verified. The para was reduced to Rs.779,370 in DAC meeting 

held on 27th March, 2008.  

The PAO stated that recovery of Rs.779,370 has been made and verified by Audit. 

PAC DIRECTIVE(30-07-2012) 

After considering the recommendations of DAC, the Committee settled the para. 

7. PARA NO. 4.7, PAGE 90, AR 2006-07 
NON-RECOVERY DUE TO NON EXECUTION OF BUILDING PORTION - RS.691,014 

The Audit pointed out that item No.l of building work was required to be executed @ 814% 

below on the estimated rates as quoted by the contractor according to the acceptance letter dated 

16th March, 2006. The Executive Engineer Building and Road Division, Skardu could not execute 

a work of building portion against which the contractor quoted premium @ 814% below. Due to 
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non-execution of said item of work the amount of quoted premium for Rs.691,014 was to be 

recovered from the contractor. This resulted in non-recovery of Rs.691,014. 

The PAO stated that recovery would be effected. 

PAC DIRECTIVE(30-07-2012) 

The Committee directed the PAO to hold an inquiry, fix responsibility and submit compliance 

report to the PAC within one month. 

DECISION OF DAC( 2ND NOVEMBER, 2012) 
 

Recovery of Rs.54,000 had been made and verified and a warning had also been issued to 

concerned officer which was also verified. The Committee recommended the para for settlement. 

PAC DIRECTIVE (14-11-2012) 

PAC settled the above para. 

8. PARA NO. 4.8, PAGE 91, AR 2006-07 
OVERPAYMENT DUE TO UNAUTHORIZED EXTRA ITEMS WITH HIGHER 
PREMIUM – RS.625,119 

The Audit pointed out that premium @ 60% above was payable on item No.4&5 of the notice 

inviting tender (NIT) as per acceptance letter No.WP/AB/04/666/2003 dated 22nd May, 2003. The 

Executive Engineer Water and Power Division Gilgit measured and paid eleven (11) extra items 

with higher premium than provided in the acceptance letter. Higher premium on extra item 

resulted in overpayment of Rs.625,119. 

The PAO stated that approval of extra item, alongwith rate analysis was produced and verified by 

Audit. 

PAC DIRECTIVE(30-07-2012) 

The Committee settled the para considering recommendations of the DAC. 
9. PARA NO. 4.9, PAGE 91, AR 20006-07 

OVERPAYMENT DUE TO NON-REDUCTION IN RATE OF CARRIAGE - RS.481,824 

The Audit pointed out that for supplying / fixing / installation / commissioning including carriage, 

loading and unloading charges in respect of 11 KV 800 AMP 25 KV VCB SIEMENS or 

equivalent make from Karachi to Skardu, an amount of Rs.10,25,393 was required to be paid as 

per NIT. The Executive Engineer Water & Power Division, Skardu took supply of Vacuum 

Circuit Breaker(VCB) "FICO make" which was manufactured at Gujranwala but payment was 

made for carriage charges at rate which were meant from Karachi to Skardu; Proportionate 

reduction in carriage was required to be made for less distance i.e from Gujranwala to Skardu 

instead from Karachi to Skardu. Non-adjustment of the carriage charges resulted in overpayment 

of Rs.481,824. 

The PAO stated that the rate for supplying & fixing of VCB i/c carriage was calculated in 

analysis of rates by the department just to determine the approximate estimated cost. In this work, 
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the contractor had quoted his own rate which was approved by the competent authority. Hence, 

the department had no power to increase or decrease the market rate after its approval whereas the 

tender cost was within permissible limit. 

PAC DIRECTIVE(30-07-2012) 

The Committee settled the para considering recommendations of the DAC. 
 

10. PARA NO. 4.10, PAGE 92, AR 2006-07 
OVERPAYMENT DUE TO ALLOWING INCORRECT RATES AND EXCESS 
MEASUREMENT - RS.447,129 

The Audit pointed out that the work "Construction of 2' span RCC culvert" was to be paid at par 

on Scheduled Rates items as per acceptance letter No.EE-AST-AB/64/2002- 03 dated 29th March, 

2004. The work was to be executed strictly in accordance with the specifications, drawings and 

instructions of engineer in charge under clause 11 of the contract agreement. 

Audit further pointed out that the Executive Engineer Building & Road Division, Astore 

substituted the item "RCC culvert 2' span" with the items P/L RCC pipe 12" dia and P/L RCC 

pipe 9" dia" and made payment @ Rs.363 per rft and @ Rs.344 per rft based on scheduled rates 

plus 140 % & 150 % premium instead of admissible rate of Rs.149.50 per rft and Rs. 120.30 per 

rft respectively without premium. Moreover excessive width of RCC bottom slab as 24 ft instead 

of 22 ft as per drawings/design was measured. The payment made at incorrect rate and 

measurement of excessive width of slab resulted in excess payment of Rs.447,129. 
 

The PAO stated that recovery of Rs.72,546 originally pointed out during inspection and stated 

that the recovery would be effected in the next bill. The recovery of the balance amount was also 

due as no premium on scheduled rates item was payable as per acceptance letter. 

PAC DIRECTIVE(30-07-2012) 

The Committee settled the para considering recommendations of the DAC. 
11. PARA NO. 4.11, PAGE 93, AR 2006-07 

NON-RECOVERY OF HIRE CHARGES OF MACHINERY - RS.251,326 

TheAudit pointed out that hire charges of machinery should be recovered from the users of 

machinery regularly according to para No.153 of Central Public Works Account Code. The 

Executive Engineer Building & Road Division, Hunza could not recover the hire charges of 

machinery amounting to Rs.1.7 million which were outstanding against the contractor from June 

2003 to June 2006. The para was reduced to Rs.251,326 in DAC meeting held 29th March, 2008.  

The PAO stated that he balance recovery of Rs.251,336 concluded and verified by Audit. 

PAC DIRECTIVE(30-07-2012) 

The Committee settled the para considering recommendations of the DAC. 
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12. PARA 12.1 (PAGE-152) AR-2007-08 (FY 2006-07) 
NON-RECOVERY FROM THE TENANTS OF POONCH HOUSE, RAWALPINDI – Rs. 
6.890 MILLION 

Audit pointed out that the office of Administrator Jammu & Kashmir State Property under the 

administrative control of Kashmir Affairs and Northern Affairs Division rented out 1st and 2nd 

Floor of Poonch House Complex, Rawalpindi to the Director General Procurement (Army) @ Rs. 

5 per square foot with the condition that the rent will be enhanced from the date of revision by the 

Federal Government, i.e. the Ministry of Housing & Works. 

The Ministry of Housing and Works enhanced the rate from Rs. 5 to Rs. 10 per square foot on 

01.01.2003 but despite provision in the contract, the rent was not enhanced. As a result, the 

department incurred a loss of Rs. 6,889,656.  

DAC Recommendations (29.09.2012): 

Audit was of the view that amount of outstanding rent of Rs.6.890 million may be recovered 

from D.G. Procurement Army. Ministry vide letter dated 20.09.2012 had again referred the case 

to Works Division of which reply was awaited from them. During DAC meeting Ministry was of 

the view that recovery was not involved.  
 

The PAO informed the Committee that D.G. Procurement Army had been agreed to meet on           

20-11-2012 for settlement. 
 

PAC DIRECTIVE(14-11-2012) 

The Committee directed the PAO to verify the recovery from the Audit within three weeks time. 
 

13. PARA 12.2 (PAGE-152) AR-2007-08 (FY 2006-07) 
LOSS DUE TO IRREGULAR TRANSFER OF LAND 

DAC Recommendations (29.09.2012): 
 

In compliance to DAC meeting dated 20.10.2009, Ministry has framed the amendment in the 

Jammu and Kashmir (Administration of Property) Rules, 1961 and sent to Printing Corporation 

of Pakistan Press on 10.07.2012 for publication. Para was recommended for settlement.   

PAC DIRECTIVE(14-11-2012) 

The Committee settled the para. 
 

14. PARA 12.3 (PAGE-153) AR-2007-08 (FY 2006-07) 
IRREGULAR GRANT OF TENANCY OF LAND   

DAC Recommendations (29.09.2012): 
 

DAC decided that the Department will provide a certificate that the now illegal possession of land 
was not being allowed.  
 
PAC DIRECTIVE(14-11-2012) 

The Committee settled the above para. 
 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 
 

****** 
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MINISTRY OF LAW AND JUSTICE 
2006-07 

 
26. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Law and Justice were examined by the Public Accounts Committee on 6th June, 2012 

and subsequently on 18th December, 2012. 

26.1  The Committee considered Audit’s point of view, clarifications given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

26.2  Three grants and one para were presented by the AGPR and the Audit. 

26.3 Two grants were settled by the Committee by expressing displeasure over poor budgeting 

at that time.  

26.4 In one of the pended para the PAO was directed to provide the statement of bank account 

in which the amount of Grant-in-Aid (Rs.100 million was deposited, alongwith its 

utilization.  

26.5 The PAC directed the Auditor General for a Performance Audit of $350 Milliion to 

Access to Justice Programme.  
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MINISTRY OF LAW AND JUSTICE 
ACTIONABLE POINTS 

 
Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 6th June, 2012 and 18th December, 2012, regarding Appropriation Accounts for the year   

2006-07 pertaining to Ministry of Law and Justice were summarized as under:- 

APPROPRIATION ACCOUNTS CIVIL VOL-I-2006-07 

1. GRANT NO.85 – LAW, JUSTICE AND HUMAN RIGHTS DIVISION  

The AGPR pointed out that the grant closed with an saving of Rs. 24,509.112, which worked out 

to 13.86%  of the total grant. An amount of Rs. 18,959,452 (10.72%) was surrendered leaving net 

saving Rs. 5,549,660 (3.14%). 

The PAO informed the Committee that saving was due to non posting of officers and non-

finalization of recruitment process of staff, late receipts of utility and telephone bills for which 

funds were served. Saving was also due to less expenditure on office stationary, purchase of 

books and periodicals and printing as some proposals could not be finalized due to some 

administrative reasons, non finalization of purchase of some machinery items and some funds 

were retained for unforeseen expenditure on repair of vehicles during last quarter of the financial 

year. However, a portion of funds remained un-utilized. 

PAC DIRECTIVE(06-06-2012) 

The Committee settled the grant by expressing displeasure over poor budgeting at that time.  

2. GRANT NO.86 –OTHER EXPENDITURE OF  LAW, JUSTICE AND HUMAN RIGHTS 
DIVISION  
The AGPR pointed out that the grant closed with an saving of Rs. 14,947,331, which worked out 

to 2.76%  of the total grant. A supplementary grant of Rs 4,916,000 was sanctioned but not 

included in the supplementary schedule of authorized expenditure. 

The PAO informed the Committee that saving was due to vacant posts, the saving pertains to 

twenty eight Benches of Income Tax Appellate Tribunal and Customs Excise & Sates Tax 

Appellate Tribunal at Islamabad, Lahore, Peshawar and Karachi. 

PAC DIRECTIVE(06-06-2012) 

The Committee settled the grant by expressing displeasure over poor budgeting and directed that 

there should be zero saving and zero excess in future.  

3. GRANT NO. 150 –DEVELOPMENT EXPENDITURE OF  LAW, JUSTICE AND 
HUMAN RIGHTS DIVISION  
 

The AGPR pointed out that the grant closed with an saving of Rs. 1,646,036,394, which worked 

out to 77.55%  of the total grant. An amount of Rs. 1,320,385,275 (62.21%) was surrendered 

leaving net saving Rs. 325,651,119 (15.34%). A supplementary grant of Rs. 1,000 was sanctioned 

but not included in the supplementary schedule of authorized expenditure. 

The PAO informed the Committee that saving was due to lengthy procedures of selections of 

consultant and delayed approved by the ADB, the psotions of the consultants remained vacant as 
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a result funds could not be spent within the financial years, Consulting firms could not be taken 

on board as per ADB guidelines which resulted savings in allocated budget, major portion of the 

budget was earmarked for batches/firms but due to delay of approval of the contracts by the 

ADB, the firms/batches were not timely engaged and simultaneously, budget was available for 

procurement of equipment but due to lengthy process of procurement (as per ADB guidelines) the 

same could not be completed and materialized with the stipulated time period. 

PAC DIRECTIVE(06-06-2012) 
 

The Committee pended the grant till next PAC meeting.  

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF LAW & JUSTICE 
FOR THE YEAR 2006-07 

1. PARA-13.1 (PAGE-159) AR 2006-07 
IRREGULAR RELEASE FOR LAWYERS BENEVOLENT FUND - RS. 100 MILLION 

The Audit pointed out that the Ministry of Law, Justice and Human Rights, Islamabad released 

Grant-in-Aid of Rs. 100 million to the President Bar Association for creation of Lawyers 

Benevolent Fund with approval of Prime Minister. 

The Audit further pointed out that the Finance Division suggested that in the first instance a fund 

will have to be notified with proper rules and accounting framework. The procedures/ accounting 

framework may be prepared by the Ministry and got vetted from the Finance Division. 

The PAO informed the Committee that after approval of the Prime Minister there was no binding 

on this Ministry to notify the proper rules and accounting framework dully vetted by the Finance 

Division as the Finance Division’s suggestions were ruled out by the Prime Minister. 

The PAO informed that adjustment accounts has been obtained and case was subjudice.  

PAC DIRECTIVE(06-06-2012) 

The Committee directed that PAO to provide the statement of bank account in which the amount 

of Grant-in-Aid (Rs.100 million was deposited, alongwith its utilization, it any, and provide proof 

for deposit of matching grant (Rs.100 million). Rules and accounting framework may be finalized 

with regard to utilizing the grant. The Committee granted twenty days and pended the para. 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 
(Public Accounts Committee Wing) 

 
Subject: MINUTES OF THE PAC MEETING REGARDING PROCEDURE OF 

ISSUANCE OF FISCAL SROs BY VARIOUS MINISTRIES/DIVISIONS. 
 

A meeting of Public Accounts Committee (PAC) was held on 18th December 2012, in 

Committee Room No. 2, Parliament House, Islamabad, to discuss the matters related to issuance 

of SROs having fiscal implications. List of participants is attached. Khawaja Sohail Mansoor, 

MNA/Chairman, standing Committee of Finance, Revenue, Planning & Development and the 

Deputy Chairman, Planning Commission also participated as special invitees.  

  The Chairman PAC said that the powers to levy taxes rested with the Parliament, which 

had delegated certain powers to the executive to ensure smooth day to day working of the 

Government. It was expected that these delegated powers would be exercised in a transparent and 

judicious manner. However, it appeared that these powers were being exercised in arbitrary and 

non-transparent manner, benefiting certain individuals or companies at the expense of others. 

Since the SROs in many cases gave tax exemptions, they had the impact of reducing government 

revenues which ultimately restricted public service delivery by the Government.  

  The Deputy Chairman Planning Commission (DCPC) briefed the Committee that 

since 1988, tax reform had been a major element of all the reform programmes agreed between 

the Government and IMF. The programmes aimed at increasing the tax-GDP ratio, which has 

remained very low in Pakistan. These efforts to increase the ratio have however remained 

unsuccessful, mainly due to the exemptions granted through SROs. This has in turn led to lower 

economic growth and lower competitiveness in the market. 

New industry cannot grow in an atmosphere where monopolies are created through arbitrary 

favours. There was, therefore, a need to dispense with the SRO culture and create an atmosphere 

of certainty, where investors can plan their investments on long term basis. 

Representative of Finance Division stated the Finance Division had issued only 

one SRO with fiscal impact in the recent past, which related to changes in policy of encashment 

of earned leave of government employees. He also stated that FBR issued SROs under the powers 

delegated to them. It needed to be investigated if the powers had been exercised arbitrarily, in 

which case these powers may be withdrawn.  

Auditor General explained that the intent of delegation of powers was clear, which 

was to facilitate day to day running of the government. Parameters are set out in the law. The 

audit watches the process on behalf of the government and can point out if the powers are 

exercised arbitrarily.  

FBR representatives explained that the powers delegated to them were not 

absolute. Other Ministries/Divisions/institutions are consulted in the process. Exemptions are 

granted after careful examination. Also the present management of FBR was in favour of doing 

away with the SRO related powers. A study was underway to quantify the exemptions, which 
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would be completed by 2nd January, 2012, which will also be submitted to the PAC. They 

however cautioned that all the exemptions cannot be done away with overnight. They need to be 

tapered off over time.  

Secretary Industries Division stated that SROs were the greatest hurdle in the way 

of having a consistent policy, which was extremely important for the growth and development of 

industry in the country.   

Members of the Committee observed that the total fiscal impact of SROs was 

around 650 billion. Only a few exemptions were genuine, which related to flood affectees. The 

local industry had been destroyed. Luxury items had been exempted. Monopolies had been 

created. Government officials could afford lavish lifestyles because  

of these holes in the system. It was also observed that the procedure of issuance of SROs was not 

transparent and paper companies were being paid refunds of millions of rupees.  

Parliament was not taken into confidence in the matter.  

After detailed deliberations the Committee concluded that there was need for 

further technical level input to come at a conclusion which is in the best interest of the country 

and made the following recommendations/Directives. 

PAC DIRECTIVE (18-12-2012) 

The PAC constituted a Committee under the Chairmanship of Deputy Chairman Planning 

Commission, comprising the representatives of the Finance Division, M/o Commerce, M/o 

Industries, FBR, BOI and National Tariff Commission. This report would include the details of 

the 42 audit paras on the subject. The Committee would look into the whole exemption regime 

and suggest the way forward with a view to minimize SROs in future. The Committee would 

submit its report to the PAC Secretariat within two weeks. 

 
The meeting ended with a vote of thanks to and from the Chair. 
 

********** 
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NATIONAL ASSEMBLY SECRETARIAT  
2006-07 

 
27. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

National Assembly Secretariat were examined by the Public Accounts Committee on                        

14th December, 2012. 

 

27.1  The Committee considered Audit’s point of view, clarifications given by the Principal 

Accounting Officer (PAO). 

27.2  One grant was presented by the AGPR which was settled after detailed discussion.  

27.3 The Committee also appreciated the PAO for personally appearing before the PAC and 

explaining the budgetary system of the National Assembly in detail. 
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NATIONAL ASSEMBLY SECRETARIAT 
ACTIONABLE POINTS  

 
Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 14th December, 2012, regarding Appropriation Accounts for the year 2006-07 of National 

Assembly Secretariat were summarized below:- 

 
APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-2007 

 
1. GRANT NO.90 – NATIONAL ASSEMBLY  

(CHARGED) 
(Final Appropriation Rs. 343.482.000) (Saving - Rs. 31,240,150) 

 
The AGPR pointed out that in charged section the appropriation closed with a saving of 

Rs.31,240,150 which worked out to 9.09 percent of the total appropriation. An amount of 

Rs.27,977,000 (8.14%) was surrendered leaving net saving of Rs.3,263,150 (0.95%). 

The PAO explained that in the “charged” section saving was mainly due to vacant posts, and less 

than anticipated expenditure on TA/DA, Telephone, Training, Contribution, Conferences & 

Seminars, Entertainment & Gifts, Purchase of Machinery, and Furniture & Fixture.  

(OTHER THAN CHARGED) 
(Final Grant Rs. 662,451,000) (Saving –Rs. 85,761,554) 

 
The AGPR pointed out that in other than charged section the grant closed with a saving of 

Rs.85,761,554 which worked out to 12.94 percent of the total grant. An amount of Rs.78,431,000 

(11.84%) was surrendered leaving net saving of Rs.7,330,554(1.11%).  

The PAO explained that in section “other than charged” saving was mainly due to less than 

anticipated expenditure on TA/DA etc of the MNAs, Telephone, Conferences & Seminars, 

Delegation abroad and others.  

PAC DIRECTIVE  
 

The Committee settled the grant. The Committee also appreciated the PAO for personally 

appearing before the PAC and explaining the budgetary system of the National Assembly in 

detail. 

 
The proceedings of the Committee ended with a vote of thanks to and from the Chair.  

 
 

**** 
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MINISTRY OF NARCOTICS CONTROL  
2006-07 

 
28. OVERVIEW 

 
Appropriation Accounts for the year 2006-07 pertaining to the Ministry of Narcotics Control  

were examined by the Public Accounts Committee on 28th June, 2012. 

28.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

28.2  Two grants were presented by the AGPR which were settled by the Committee on the 

justifications given by the PAO.  
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MINISTRY OF NARCOTICS CONTROL 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 28th of June 2012, regarding Appropriation Accounts, Audit Report on the accounts of 

Ministry of Narcotics Control for the year 2006-07 were summarized below:-  

 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. GRANT NO.89 – NARCOTICS CONTROL DIVISION  

The AGPR informed that the grant closed with a saving of Rs.135,754,909 which worked out to 

20.94% of the total grant. An amount of Rs.61,600,183(9.51%) was surrendered leaving net saving 

of Rs.73,974,726 (11.42%). 

The PAO replied that the amount of 19,668,626 was spent due to the delays in the recruitments and 

the funds, therefore were not completely utilized. The other reasons included  incomplete cases of 

honorarium, telephone bills, electricity, gas and water bills were less than expectations, purchase of 

fixed assets could not be materialized due to non completion of codal formalities etc.  

PAC Directive 
The PAC heard the point of view of the PAO and agreed with the reply and settled the grant. 

2. GRANT NO.152 – DEVELOPMENT EXPENDITURE OF NARCOTICS CONTROL 
DIVISION 
The AGPR pointed out a grant that closed with an excess of Rs.1,929,884 which worked out to 

0.58 percent of the total grant. An amount of Rs.16,288,000(4.92%) was surrendered increasing 

net excess to Rs.18,217,884(5.50%). A supplementary grant of Rs.22,425,000 was sanctioned but 

not included in supplementary schedule of authorized expenditure. 

The PAO stated that the saving pertained to the following projects and could not be surrendered 

with the hope that donor agency will provide the funds as the projects were foreign aided: 

 i) Kala Dhaka Area Development Project   Rs.2,510,000/- 
 ii) Kohistan Area Development Project   Rs.1,684,000/- 
 iii) ANF Police Station Kohat    Rs.13,000/-  
 

Supplementary budget provided as rupee cover for aid received from NAS US embassy to 

Khyber Area Development Project with and expense of RS 22,425,000.  

PAC DIRECTIVE 
The Committee settled the grant and directed that there should be zero saving and zero excess in 

future. 

The proceedings of the Committee ended with a vote of thanks to the chair. 

 
***** 
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NATIONAL ACCOUNTABILITY BUREAU 
2006-07 

 
29. OVERVIEW 

 

 
Appropriation Accounts for the year 2006-07 pertaining to the National Accountability Bureau 

(NAB) were examined by the Public Accounts Committee on 1st August, 2012. 

 

29.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

29.2  Only one grant was presented by the AGPR. 

 

29.3 Grant was settled by the Committee with the instructions that there should be zero saving 

and zero excess in future.  
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NATIONAL ACCOUNTABILITY BUREAU 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 1st of August 2012, regarding Appropriation Account and Audit Report for the year 2006-

07 on the accounts of National Accountability Bureau (NAB) were summarized as under:- 
 

APPROPRIATION ACCOUNTS (CIVIL) VOL- 2006-07 
 

i) GRANT NO. 09 – NATIONAL ACCOUNTABILITY BUREAU 
 

The AGPR pointed out that the grant closed with saving of Rs. 56,682,570 which worked out to 

6.46% of the total grant. An amount of Rs.  51,972,000 (5.92%) was surrendered leaving net 

saving of Rs. 4,710,570 (0.53%).  
 

The PAO explained that an amount of Rs. 2.441 million was incurred in excess of budgetary 

allocation due to booking of pay and allowances of NAB Sindh in June 2007 instead of July 2007 

in the light of Finance Division letter No. F.4(1)Exp-II/2002-vol-IEXp III/2007-440 dated 07-06-

2007 and due dehiring of residential accommodation hired by NAB. The regional office of NAB 

at Rawalpindi and Balochistan planned for purchase of Computers, Photocopiers, digital Cameras 

and other items of machinery/equipment during 2006-07 and funds were accordingly reserved. 

The process for purchase could not be finalized by end of financial year due to some 

Administrative reasons which resulted in saving of funds.  

PAC DIRECTIVE 
 

The Committee directed  the PAO that there should be zero saving and zero excess in future. 

Grant was settled. 

 

The Proceedings of the meeting ended with vote of thanks to the Chair. 

 

 

***** 
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MINISTRY OF NATIONAL FOOD SECURITY AND RESEARCH 
2006-07 

 
30. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of National Food Security and Research were examined by the Public Accounts 

Committee on 2nd August, 2012 and subsequently on 13th December, 2012. 

 

30.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

30.2  Six grants and ten paras were presented by the AGPR and the Audit. 

 

30.3 The Committee settled five grants and directed that there should be zero excess and zero 

saving in future and one grant was referred back to DAC.  

30.4 After discussion all paras were settled on recommendations of the DAC.  

30.5 Regarding pending court cases PAC was informed four (4) cases were pending in court.  
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MINISTRY OF NATIONAL FOOD SECURITY AND RESEARCH 
ACTIONABLE POINTS 

 
Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 2nd of August, 2012 and subsequently on 13th December, 2012, regarding Appropriation 

Accounts and Audit Report for the year 2006-07 on the accounts of Ministry of National Food 

Security and Research were summarized below:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. GRANT NO.49 – FOOD, AGRICULTURE AND LIVESTOCK DIVISION  

The AGPR pointed out that the grant closed with a saving of Rs.41,064,445 which worked out to 

12.44 percent of the total grant. An amount of Rs.790,423 (0.24%) was surrendered leaving net 

saving of Rs.40,274,022 (12.20%). A supplementary grant of Rs.7,117,000 was sanctioned but 

not included in the supplementary schedule of authorized expenditure. 

The PAO explained that saving was mainly due to non receipt of anticipated claims from various 

wings of MINFAL. 

PAC DIRECTIVE 
The Committee settled the grant. 

2. GRANT NO.50 – AGRICULTURE RESEARCH  

The AGPR pointed out that the entire budget provision was fully utilized. 

PAC DIRECTIVE 
The Committee settled the grant. 

3. GRANT NO.51 – OTHER EXPENDITURE OF FOOD, AGRICULTURE AND 
LIVESTOCK DIVISION  
The AGPR pointed out that the grant closed with a saving of Rs.72,158,109 which worked out to 

14.07 percent of the total grant. An amount of Rs.26,160,694 (5.10%) was surrendered leaving 

net saving of Rs.45,997,415 (8.97%).  

The PAO explained that saving occurred due to non receipt of claims of utilities, rent of office 

building, POL etc, de-hiring of residential accommodation, non purchase of vehicles and 

computers. Main saving of Rs.26,000,000 (Rs.18,997,000 and Rs.7,000,000) comes under head 

Other Store (purchase of pesticides for Locust Control and Aerial pest control on crops) and 

Fumigant for Plant Quarantine purposes. Tender for purchase of pesticides was floated on       25-

04-2007 and bid were received but the tender was scraped. Saving were under head Repair of 

Transport and Machinery & Equipment. The funds were reserved for the same to meet any 

emergency during Aerial pest operation and Locust control. The excess was due to the reason that 

pay of June, 2007 was paid in June, 2007. 

PAC DIRECTIVE 

The Committee settled the grant. 

4. GRANT NO.121 – CAPITAL OUTLAY ON PURCHASE OF FERTILIZER  

The AGPR pointed out that the grant closed with a saving of Rs.1,337,428 which worked out to 

14.53 percent of the total grant. 
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The PAO explained that saving was mainly due to absorption of surplus officers and staff of FID 

(D), Karachi. However, formal surrender order was not issued. 

PAC DIRECTIVE 

The Committee settled the grant. 

5. GRANT NO.142 – DEVELOPMENT EXPENDITURE OF FOOD, AGRICULTURE AND 
LIVESTOCK DIVISION. 
The AGPR pointed out that the grant closed with a saving of Rs.2,801,652,221 which worked out 

to 22.13 percent of the total grant. An amount of Rs.915,826,023 (7.23%) was surrendered 

leaving net saving of Rs.1,885,826,198 (14.89%).  

The PAO explained that saving/excess was due to out of Foreign currency the amount of 

Rs.24.953 million was spent. Rs.23.371 million was paid for consultancy services and Rs.1.582 

million arrangements on a workshop. This whole amount could not reconciled with AGPR as it 

was booked by Asian Development Bank after closing of June final 2006-07. The amount was 

allocated under the various heads of account which could not be utilized as staff was not in 

position. Tenders for purchase of vehicles were called for and approved by the competent 

authority. The Project was not run, therefore, saving occurred. However, the funds were not 

formally surrendered by Project Management/ MinFA. The funds were not released to the Project 

by the Finance Division. The saving was surrender on 26-06-2007. However, due to surrender of 

funds after 15-05-2007, the effect was not taken by AGPR. The re-appropriation of fund towards 

NPIWC was not agreed to by Finance Division till last week of June, 2007. 

PAC DIRECTIVE 

The Committee referred the grant back to DAC. However, the Committee settled a portion of 

grant i.e. Rs. 50,000,000 (Pakistan Livestock and Dairy Development Board). The Committee 

recommended that the projects which were not run be closed. 

6. GRANT NO.143 – DEVELOPMENT EXPENDITURE OF AGRICULTURE RESEARCH 
The AGPR pointed out that the grant closed with a saving of Rs.267,184,000 which worked out 

to 38.69 percent of the total grant. An amount of Rs.70,000,000 (10.13%) was surrendered 

leaving net saving of Rs.197,184,000 (28.55%).  

The PAO explained that the saving and excess was due to allocation that was revised vide 

Planning Commission GOP latter No.4(5)PIP/PC/2006-07 dated 09-05-2007. 

PAC DIRECTIVE 

The Committee settled the grant and directed that there should be zero excess and zero saving in future. 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF NATIONAL FOOD 
SECURITY AND RESEARCH FOR THE YEAR 2006-07 

PAKISTAN AGRICULTURAL STORAGE AND SERVICES CORPORATION LIMITED 
(PASSCO) 

1. PARA-73.4, PAGE-129, ARPSE-2006-07 

The Audit pointed out that trade debts accumulated to Rs.1,453.252 million as on March 31,2006 

as compared to Rs.455.376 million at the end of the previous year, showing an increase of 219%. 

Balances of these heavy trade debts were also un-confirmed which needs to be confirmed. 
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The PAO stated that was an ongoing process, and are always given more than due priority. 

Remittances are becoming satisfactory gradually from recipient agencies. The PAO further stated 

that almost all the amounts related to debtors of year 2005-06 had been cleared. An amount of Rs. 

124.837 million was still outstanding (Rs. 114.876 relates to USC/GOP which had already been 

provided for bad debts). 

PAC DIRECTIVE 

The Committee settled the para on recommendation of the DAC.  

2. PARA-74, PAGE-130, ARPSE-2006-07 
LOSS DUE TO NON-RECOVERY FROM EX-EMPLOYEES - RS.16.422 MILLION 
The Audit pointed out that as per section 4(y)(b) of PASSCO Staff Service Regulations 1979 a 

 person found guilty of theft, fraud and misconduct shall be terminated from service under 

section 14(iii) and (iv). PASSCO terminated the services of 20 employees due to defalcation in 

stocks amounting to Rs.16.422 million during the period from 1987 to 2004.  The management 

issued recovery order and the amount was shown against their names in General Ledger Account 

No.3033 and 3034 titled “Advances against Employees” for its pursuance.  But recovery could 

not be made and a sum of Rs.16.422 million was recoverable as on March 31, 2005.  It was 

noticed that no dues of employees were available with PASSCO to adjust the outstanding amount 

as intimated by the management vide letter dated July 24, 2006. 

The PAO stated that out of total recoverable amount of Rs.16.422 (M) an amount of Rs.12,24,470 

was recovered &Rs.643,863 was written off due to demise of employees. The civil suits which 

were filed in the past against the defaulters for the recovery of defalcated money. The decision of 

the Courts was awaited. As lot of time was consumed in the prevailing legal system to get the 

cases decided by the courts so thet being the part of society cannot isolate their-self from the 

procedure. Furthermore, there was neither any alternate option available nor any interference in 

the affairs of court is possible except to wait for the decision of the courts. Hence, PASSCO 

management cannot be blamed for in-ordinate delay/non-recovery of defalcated amount of 

advances from the Ex-employees. However, as soon as the fate of recoveries was decided by the 

Courts, the required action will be taken on priority and will be appraised, accordingly. 

PAC DIRECTIVE 
The Committee settled the para after recommendation of the DAC.  

3. PARA-75, PAGE-130-131, ARPSE-2006-07 
SHORTAGE OF 687.660 MT WHEAT - RS.6.314 MILLION 
The Audit pointed out that as per wheat procurement policy of PASSCO, the Officers/Officials 

In-charge of Purchase Centres-cum-Reservoirs will personally be held responsible for security of 

wheat purchased at their storage points. Zonal/Project Managers were responsible for operations 

and will adopt ways and means to avert any pilferage, deterioration and ground shortage. The 

management of PASSCO disposed off old stocks of wheat crop-1998 and 2000. At the time of 

final clearance of stocks of Baghowala and Bahawalnager Reservoirs, shortage of 687.660 MT 

(208.395 + 479.265) amounting to Rs.6.314 million (1.717+ 4.597) was detected in 1999 and 

2003. Boards of enquiry were constituted to conduct enquires. According to the enquiry reports of 
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August 2003, and October 2003 shortages were established and responsibility was fixed on the 

Zonal Head, Project in-charge, Assistant in-charge, Stock in-charge etc. Recovery notices were 

issued in the year 2003 and 2004, the same could not be recovered till March 31, 2006. As a 

result, the organization sustained a loss of Rs.6.314 million. 

The PAO stated that the mis-appropriation of 208.295 M. Ton wheat of Crop-98, valuing 

Rs.1.717 Million. A Board of Inquiry was constituted to find out the causes of infestation / wheat 

damaged. The BOI observed that these losses occurred due to gross negligence on the part of the 

custodians and his Assistant etc as well as lack of supervision and lose administration of the PM 

and Zonal Head. On the recommendations of BOI, recovery for the losses of 208.295 M. Ton for 

Rs.1,747,477 was imposed on five persons including Zonal Head/ Pm. The amounts and status of 

recovery has already been submitted to Audit vide our letter No. PASSCO/F&A/2008/1635 dated 

31 January, 2008 and got verified by the representative of audit. Since the recovery suit of serial 

No.2 to 5 has been decided against PASSCO and the management has appealed in the High Court 

the date of which is in the office. 

The PAO further stated that wheat crop 2000 of Bahawalnagar Zone, the stocks of which were 

disposed off in year 2003. Initial inquiry was conducted with the aim to conclude the quantitative 

losses which were 479,265 M. Ton valuing Rs.4.597 Million. Soon after the disposal of wheat 

stocks during 2003 the second inquiry was conducted for determining the causes of shortages and 

fixed the responsibilities. Keeping in view the long storage i.e. for more than 3 years the total 

recovery imposed on the employees comes out to Rs.1.939 Million. The progress was also 

forwarded to Audit on 31 January 2008, which was verified by the representatives of Audit. 

PAC DIRECTIVE 

The Committee settled the para after recommendation of the DAC.  

PAKISTAN AGRICULTURAL STORAGE AND SERVICES CORPORATION LIMITED 
 
4. i) PARA-73- ARPSE-2006-07 

ii) PARA-73.1- ARPSE-2006-07 
iii) PARA-73.2- ARPSE-2006-07 
 
iv) PARA-73.3- ARPSE-2006-07 
v) PARA-73.5- ARPSE-2006-07 
vi) PARA-73.6- ARPSE-2006-07 
vii) PARA-77- ARPSE-2006-07 

EXCESS EXPENDITURE OF DELIVERY CHARGES ON WHEAT 
PROCUREMENT RS. 8.233 MILLION 

PAC DIRECTIVE 

The Committee settled the above (07) paras. 

The Proceedings of the meeting ended with vote of thanks to the Chair. 

***** 



 
 

286 
 

NATIONAL ASSEMBLY SECRETARIAT 
 
 
Subject: GOVERNMENT DEPARTMENTS, AUTONOMOUS BODIES/SEMI-

AUTONOMOUS BODIES AND PUBLIC SECTOR ENTERPRISES 
REFUSING STATUTORY AUDIT BY THE OFFICE OF THE AUDITOR 
GENERAL OF PAKISTAN 
 

The PAC asked the PAO whether the Ministry of National Food Security 

Research Development had any objection to conduct audit of Agribusiness Support Fund by the 

Auditor General of Pakistan. 

The PAO explained that a meeting with the representatives of Pakistan 

Agribusiness Support Fund was held in the office of CF& AO on 10-12-2012 wherein they stated 

that: 

i) Agribusiness Development and Diversification Project (ADDP) was 
initiated by the Government Pakistan with a loan agreement from Asian 
Development Bank. The total outlay of the Project was Rs.4000 million. 
The cost of ASF component was around Rs.94 million only. The project 
was under the aegis of developed MINFA. The implementation of the 
project was supposed to be carried out through three organizations viz. 
Agribusiness Support Fund (ASF), Pakistan Horticulture Development 
Export Board (PHDEO) and Livestock and Diary Development Board 
(LDDB). 
 

ii) ASF is a registered company under section 42 of Companies Ordinance, 
1984. The audit of ADDP for the years 2005-07 has already been 
conducted by the office of Auditor General, Pakistan. In addition the 
audit for the period 2007-08 to 2009-10 had been carried out, however, 
the reports for the aforesaid period had not been conveyed to the auditee 
(ASF) which could be shared with them. 

 
iii) The Contention of ASF is that they have received no instructions from 

the Auditor General of Pakistan, Islamabad for second audit however, 
they are ready to cooperate as and when any such audit is carried out in 
future. 

  The Committee asked the PAO to explain with regard to larger portion of ADB 

Loan apart of the ASF component was around Rs.44 Million. 

  The PAO explained that there were fifty seven (57) other projects under the 

Ministry. Out of which thirty six (36) were closed. The MINFA was also devolved under 18th 

Amendment on 30th June, 2011, therefore, the management of ADDP was handed over its assets 

to the Cabinet Division (Devolution Cell). The Committee further enquired about the assets, of all 

the projects including closed projects under the MINFA or devolution Cell. 

 The PAO that stated they had Four hundred and ninety one (491) vehicles and told that 

some departments were reluctant to return their vehicles to the Ministry/Devolution Cell. 
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PAC DIRECTIVE 

The PAC referred the matter of Audit of ASF to the committee constituted by the PAC, headed 

by DAG, for recommendations within one week. The Committee further directed to submit a 

comprehensive report about the assets of all projects under devolved Ministry of Food and 

Agriculture status and distribution of their vehicles, office equipments, furniture etc to the Audit 

and PAC Secretariat within one week.  
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MINISTRY OF NATIONAL HARMONY  
2006-07 

 
31. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Ministry of National Harmony 

were examined by the Public Accounts Committee on 24th October, 2012. 

 

31.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

31.2  Only one grant was presented by the AGPR which was settled with displeasure to the 

PAO on poor budgeting and expenditure without proper planning. 

31.3 The Committee directed the PAC Secretariat to write a letter to the Islamic Ideology 

Council for clarification whether Hajj or Umra can be performed on the generated 

revenue from non-Muslim Property. 

31.4 Regarding pending court cases PAC was informed 1240 cases were pending in court.  
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MINISTRY OF NATIONAL HARMONY 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Sub-committee of Public 

Accounts Committee held on 24th of October, 2012, regarding Appropriation Accounts, Audit 

Report for the year 2006-07 on the accounts of Ministry of National Harmony were summarized 

as under:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. GRANT NO.88-MINORITIES AFFAIRS DIVISION 

The AGPR pointed out that the grant closed with a saving of Rs.837,095 which worked out to 

0.75 percent of the total grant A supplementary grant of Rs.1,000 was sanctioned but not included 

in the supplementary schedule of authorized expenditure.  

The PAO explained saving and excess was due to vacant posts, some pending cases of House rent 

Allowances and integrated were paid which were mandatory caused excess expenditure, to Adhoc 

Relief and Medical Allowance, non receipt of bills of medical allowances and due to the regional 

offices could not be able to accomplish the target before close of the financial year in different 

head of account, hence the saving was appeared. 

PAC DIRECTIVE 

The Committee settled the grant. The Committee expressed displeasure to the PAO on poor 

budgeting and expenditure without proper planning. The Committee directed the PAC Secretariat 

to write a letter to the Islamic Ideology Council for clarification whether Hajj or Umra can be 

performed on the generated revenue from non-Muslim Property. The Committee further directed 

the PAO that Chairman, ETPB be ensured to attend next PAC meeting. 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

 
 

*****  
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MINISTRY OF NATIONAL HERITAGE AND INTEGRATION 
2006-07 

 
32. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of National Heritage and Integration were examined by the Public Accounts Committee 

on 25th September, 2012. 

32.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

32.2  Three grants and two paras were presented by the AGPR and the Audit. 

32.3 The Committee settled one grant and other two grants were pended. All paras were 

pended and directed the PAO to submit a detailed report regarding theft of antique items. 

32.4 The Committee also directed the PAO to submit a detailed report on unauthorized and 

illegal possession of land around archaeological sites in Lahore and furnished report 

within twenty days to the PAC Secretariat. 

32.5 Regarding pending court cases PAC was informed eighteen (18) cases were pending in 

court.  
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MINISTRY OF NATIONAL HERITAGE AND INTEGRATION 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 25th September, 2012, regarding Appropriation Accounts and Audit Report on the 

accounts of Ministry of National Heritage and Integration were summarized as under.  

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. GRANT NO.19-CULTURE AND SPORTS DIVISION 

The AGPR pointed out that the grant closed with a saving of Rs.21,527,759 which worked out to 

9.30 percent of the total grant. An amount of Rs.16,447,008 (7.11%) was surrendered leaving net 

saving of Rs.5,080,751(2.19%).  

The PAO informed that the Supplementary Grant included the expenditure of a Rented Office 

Building.  

PAC DIRECTIVE 

The Committee settled the grant. The Committee further directed the PAC Sectt. to write letter to 

the Secretary, Cabinet Division to clarify the position regarding devolved subjects of the Culture 

and Sports Division so that all paras relating to the said Division be addressed by the 

Ministry/Division concerned.  

2. GRANT NO.20-OTHER EXPENDITURE OF CULTURE AND SPORTS DIVISION 
The AGPR pointed out that the grant closed with an excess of Rs.48,559,417 which worked out 

to 10.02 percent of the total grant.  

The PAO informed that the Supplementary Grant included an expenditure under more than one 

head of account (PKRS. 85,600,000).  

PAC DIRECTIVE 

The Committee pended the grant. 

3. GRANT NO.131-DEVELOPMENT EXPENDITURE OF CULTURE AND SPORTS 
DIVISION 
The AGPR pointed out the grant closed with a saving of Rs.115,763,958 which worked out to 

16.63 percent of the total grant. An amount of Rs.38,052,000 (5.46%) was surrendered leaving 

net saving of Rs.77,711,958(11.16%). 

The PAO informed the committee that the Supplementary Grant was of the total of Rs. 

259,023,000, which is in the result of expenditure in the various head of accounts.  

PAC DIRECTIVE 

The Committee pended the grant. 

1. PARA NO. 6.1, PAGE-127, AR-2006-07 
THEFT OF ANTIQUE ITEMS COMPRISING 61 METAL OBJECTS OF BUDDHIST 
CIVILIZATION 
The Audit pointed out that any loss of public money, departmental revenue, stores or other 

property held by or on behalf of government caused by defalcation or otherwise should be 

immediately reported by officer concerned to his immediate superior officer as well as to the 
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Accountant General even such loss has been made good as per Rule-20 (i) of General Financial 

Rules, Volume-I.   

The Audit further pointed out that the Sub-Regional Officer, Archaeology and Museums, Taxila 

could not recover 61 precious antiques (metal copper and brazen) which were stolen on 16th and 

17th December, 1999. These items were the best collection of museum which was discovered 

during field investigation of the remains of the Taxila in the year 1913-1934. 

The PAO stated that since the establishment of museum, security of building from 16:00 (Closing 

Hours) to 08:30 (Opening Hours) was the sole responsibility of Police Department. FIR was 

lodged with the Police Station against the unknown culprits; and the case was still under trial in 

the court of Civil Judge, Taxila. 

The Audit further inform that the stolen items were of paramount archaeological importance, 

which were discovered from Taxila during 1913-1934. The Sub-Regional Officer archaeology 

and museums failed to safeguard and recover the precious stolen artifacts. PAC may like to issue 

suitable directives for implementation of DAC directives for independent inquiry, pursuing the 

matter in court for conviction of the culprits and recovery of the stolen items. 

PAC DIRECTIVE 

The Committee directed the PAO to submit a detailed report regarding theft of antique items 

comprising sixty one (61) metal objects of Buddhist Civilization stolen from Taxila Museum 

within twenty days and submit report to the PAC Secretariat. The Committee further directed the 

PAC Secretariat to write letter to I.G. Police Punjab, to hold an inquiry regarding theft of antique 

items from Taxila Museum and furnish report within twenty days.  

2. PARA NO. 6.2, PAGE-127-128, AR-2006-07 
UNAUTHORIZED AND IRREGULAR POSSESSION OF LAND AROUND 
ARCHAEOLOGICAL SITES WORTH MILLION OF RUPEES 
The Audit pointed that no development plan or scheme or new construction on, or within a 

distance of two hundred feet of archaeological sites shall be undertaken or executed except with 

the approval of Director General of Archaeology department as per Section 22 of Antiquity Act, 

1975. 

The Audit further pointed out that the Director, Northern Circle Archeology, Lahore could not get 

vacated the encroached areas in and around the archaeological sites at: (a). Jehangir’s Tomb, 

Lahore, (b). Dai Anga’s Tomb, UET, Lahore, (c). Inayat Bagh, Lahore, (d). Mahabat Khan’s 

Tomb, Lahore, (e). Zaibunnisa Tomb, Lahore (f). Nawab Bahadur Khan’s Tomb, (g). Saruwala 

Maqbara, Lahore, (h). Tomb of French Officer, Lahore, (i). Chauburgi Monuments, (j). Allama 

Iqbal Residence, Lahore, (k). Shalamar Garden, Lahore, (l). Bhati Gate, West Side, Lahore, (m). 

Jani Khan’s Tomb, Lahore. These areas were occupied/encroached by private parties/persons. 

This resulted in unauthorized possession of government property. 

 

The PAO stated that they were performing the duties as caretaker of monument/ sites perfectly. 

Legal action was taken against the encroachers and many encroachments were removed. The 
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Supreme Court of Pakistan had taken sue-motto action and encroachments would be removed 

accordingly. 

PAC DIRECTIVE 

The Committee directed the PAO to submit a detailed report on unauthorised and illegal 

possession of land around archaeological sites in Lahore to the PAC Secretariat within twenty 

days. The Committee further directed the PAC Secretariat to write letter to Chief Secretary/I.G. 

Police Punjab on the subject matter and submit report to PAC Sectt. Within twenty days. 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

***** 
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MINISTRY OF NATIONAL REGULATIONS AND SERVICES  
2006-07 

 
33. OVERVIEW 

 
 

Presentation was given by the Secretary, National Regulations and Services (NRS) before 

the PAC during its meeting held on 5th December, 2012 on the burning issue of Tyno SF Cough 

Syrup which has caused some cases of death in limited area of Shahdara Town, Multan Road, 

Lahore where Tyno Syrup was available on medical stores. 

 

33.1 The Committee expressed displeasure on the loss of some precious lives by using the low 

quality of Tyno SF Cough Syrup in Lahore. 

33.2 The PAO was directed to take measures to check and control such type of medicines in 

the country.  

33.3 The Committee also directed the PAO to share the test report with PAC after receipt from 

the Province.   

  



 
 

295 
 

NATIONAL ASSEMBLY SECRETARIAT 
 

PRESENTATION ON BURNING ISSUE OF TYNO SF COUGH   SYRUP CAUSED 
SOME CASES OF DEATH IN LAHORE 

 

 Presentation was given by the Secretary, National Regulations and Services (NRS) before 

the PAC during its meeting held on 5th December, 2012 on the burning issue of Tyno SF Cough 

Syrup which has caused some cases of death in limited area of Shahdara Town, Multan Road, 

Lahore where Tyno Syrup was available on medical stores. It was informed to the Committee that 

the drugs are registered by the Drug Registration Board set up under section 7 of the Drugs Act, 

1976. Applications for registration of drugs are processed keeping in view the safety, efficacy and 

quality of drugs. The Board may consider or reject the registration of applications after evaluation 

of data. The Drug Regulatory Authority of Pakistan ensures the availability of safe medicines in 

easy access to the general public. Three Drug Testing Laboratories are situated at Karachi and 

Islamabad. One Drug Testing Laboratory at Islamabad is under process of completion. The 

Federal and Provincial Drug Regulators take actions against the violators of provisions of the 

Drug Act, 1976 and Rules framed there-under. Now after promulgation of DRAP Act, 2012 the 

area and jurisdiction has further been enhanced-Alternative Medicines are now also in the 

purview of this Act.  

2. M/s Reko Pharmaceutical (Pvt.) Ltd, Lahore manufacture Tyno SF Syrup. After initial 

probing and testing of the samples by Central Drugs Testing Laboratory, Karachi declared the 

Syrup as of standard quality. It was brought by different media channels that M/s Reko Pharmacal 

(Pvt) Ltd, Multan Road, Lahore under administrative control of Drug Regulatory Authority of 

Pakistan has been sealed by Provincial Health Authorities due to manufacturing of Tyno Cough 

Syrup. 

3. The Drug Regulatory Authority of Pakistan is well cognizant of the issue and left no 

stone unturned regarding quality safety and efficacy of drugs and took up the matter with the 

Province of the Punjab on top priority and probed the matter in the light of reports submitted by 

field officers. It is further reported that the death toll increased mainly due to intoxication by 

excessive use/ over dosage of Tyno Syrup by the 21 victims who are also reported to be known 

addicts. The postmortem reports/forensic analysis will also reveal the facts of loss of precious 

lives. 

         

4. The Federal Inspector of Drugs drew the suspected samples, active pharmaceutical 

ingredients i.e. dextromethorphan for test/analysis by Central Drug Laboratory, Karachi. Batch of 

production record, test analysis report of imported raw material has also been taken in custody by 

the Federal Inspector of Drugs. Reported Cough Syrup of same generic ingredients manufactured 

by other firms has also been taken from the market of Lahore, Karachi and Peshawar by the Area 
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Federal Inspector of Drugs. Actual cause of death can only be identified after the provision of 

forensic analysis and test reports of Drugs Testing Laboratories. 
 

The Committee expressed displeasure on the loss of some precious lives by using the low quality 

of Tyno SF Cough Syrup in Lahore and directed the PAO, M/o National Regulations and 

Services to take measures to check and control such type of medicines in the country. The 

Committee also directed the PAO to share the test report with PAC after receipt from the 

Province.   

 
*******  
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MINISTRY OF OVERSEAS PAKISTANIS  
2006-07 

 
34. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Overseas Pakistanis were examined by the Public Accounts Committee on                

4th July, 2012. 

34.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

34.2  Two grants and eight paras were presented by the AGPR and the Audit. 

34.3 All grants were settled by the Committee with the instruction that there should be zero 

saving and zero excess in future. The Committee settled two paras on the justifications 

given by the PAO. 

34.4 The Committee directed the PAO to coordinate with all the concerned including CDA for 

the rules hold DAC and submit report. 

34.5 Regarding pending court cases PAC was informed 123 cases were pending in court.  



 
 

298 
 

MINISTRY OF OVERSEAS PAKISTANIS 
ACTIONABLE POINTS 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 4th of July 2012, regarding Appropriation Accounts, Audit Report for the year 2006-07 on 

the accounts of Ministry of Overseas Pakistanis were summarized as under:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1 GRANT NO. 84– MINISTRY OF OVERSEAS PAKISTANIS DIVISION 

The AGPR pointed out that the grant closed with a saving of Rs.32,607,894 which worked out to 

14.88 percent of the total grant.  
 

The PAO stated that the supplementary grant was Rs. 18,250,000 and a surrender order of 

Rs.18,626,000 was issued in June, 2007. The said surrender order was issued after codal, 

therefore, it was not accounted for in Appropriation Accounts.  The PAO explained that the 

saving occurred in Offices of the CWAs Seoul, Oslo and Barcelona, as these offices were newly 

created and it took some time in fulfillment of the procedural formalities for posting of staff. The 

other reason was that the saving occurred in Office of the CWA, Seoul as the Office was newly 

created. The posts remained vacant for completion of codal/procedural formalities for posting. 

The allocation of Rs.1,000,000 in respect of CWA, Seoul could not be utilized, was also included 

as one of the reasons.  

PAC DIRECTIVE 

The PAC settled the grant with the direction that there should be zero saving and zero excess in future. 

2. GRANT NO. 149– DEVELOPMENT EXPENDITURE OF MINISTRY OF OVERSEAS 
PAKISTANIS DIVISION 
 

The AGPR pointed out that the grant closed with a saving of Rs.8,818,081 which worked out to 

99.75 percent  of the total grant.  

The PAO stated that the saving was of an amount of RS 8,818,081 due to the project titled 

“Capacity Building of Officers of the Overseas Pakistanis Division” was approved and the funds 

amounting to Rs.8.840 million were allocated during the financial year 2006-07. However, 

Overseas Pakistanis Division arranged the Overseas Pakistanis Investment Conference in March 

– 2007. The Officers were engaged in the preparation of the arrangement. Therefore, the officers 

could not be sent for training. 

PAC DIRECTIVE 

The Committee agreed with the reply of the PAO and settled the grant. 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF OVERSEAS PAKISTANIS 
FOR THE YEAR 2006-07 (FY 2007-08) 

 

1. PARA-142.3, PAGE- 245, ARPSE- 2006- 07 
LAND & DEVELOPMENT COST AS ON JUNE 30, 2006 – RS. 1,095.232 MILLION 
The Audit pointed out the detail of land and development cost of housing schemes and advances 

received against allotment of plots as on June 30, 2006 was of total amount RS. 1,095.232 

Million. The housing schemes need to be completed and houses be allotted at the earliest. 
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The PAO stated that (OPF) provided the requisite list. However Audit directed the management 

of OPF to provide scheme wise detail of expenditure to audit. 

PAC DIRECTIVE 

The Committee directed to provide the scheme wise details of contracts, contractors, consultants, 

periods of commencement, completion, cause of delays and the give to the Audit within fifteen 

days and within one month to the PAC. 

2. PARA- 142.4, PAGE- 245, ARPSE- 2006-07  
SALES PROCEEDS RS.352.970 MILLION - COST OF LAND RS.76.793 MILLION + 
MARKUP TO ALLOTEES RS.43.185 MILLION 
 

The Audit stated that a sum of Rs.232.992 million was shown in the accounts for the year 2004-

05 as gain on sale of land of Faisalabad Housing Scheme (sales proceeds Rs.352.970 million - 

cost of land Rs.76.793 million + markup to allotees Rs.43.185 million). The scheme was 

approved on February 14, 1990 and land measuring 1,261 Kanals was purchased. The scheme 

was abandoned on June 28, 2002 being not feasible as the same was located far away from the 

city, land was not in a compact shape, three high transmission lines were passing over the scheme 

and drinking water was not available. The principal amount of  Rs.4.965 million as advance 

received against allotment of plots in abandoned scheme and  Rs.9.301 million as interest payable 

to allottees was appearing under the head "Accrued and other liabilities” as on June 30, 2006. 

The PAO stated that the refund of principal along with interest amounting to Rs.1,378,026 had 

been made during the current financial year till March, 2012. Refunds of Rs.9,458,336 were 

outstanding. 

PAC DIRECTIVE 

Deferred the para to the DAC level. The Committee granted one month time to resolve the issue 

by ensuring the refund of subject amounts to the title holders. 

3. PARA-143, PAGE- 246- 247 ARPSE- 2006- 07 
IRREGULAR EXPENDITURE ON PURCHASE OF VEHICLES - RS. 10.767 MILLION 
The Audit pointed out that according to Government of Pakistan, Cabinet Secretariat (Cabinet 

Division) OM No.6-35/2002-M.11 dated December 01, 2003 the ban imposed by the National 

Economic Council on purchase of new vehicles w.e.f. May 30, 1998 still continues. The ban is 

applicable to all Ministries/Divisions, Autonomous/Semi Autonomous bodies, Corporations, 

Northern Areas and FATA. Relaxation to ban can be granted by the Prime Minister only. For that 

a summary was to be moved by the concerned Ministry/Division for approval of the Prime 

Minister through Secretary Finance and Secretary Cabinet Division. 

Overseas Pakistanis Foundation (OPF) purchased thirteen vehicles (one Toyota Corolla 2.0 D 

Saloon and twelve Honda City) in March 2004 from M/s. Indus Motor Company Limited and 

M/s Honda Atlas Cars against a sum of Rs.10.767 million without obtaining approval of the 

Prime Minister of Pakistan through Cabinet Division. Thus, expenditure of Rs.10.767 million was 

considered irregular. 
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The PAO stated that the OPF had been incorporated under the Companies Ordinance 1984, 

according to its Memorandum and Articles of Association, all powers vest with the Board of 

Governors (BOG) of OPF. The vehicles in question were purchased after seeking the approval of 

the BOG in its 89th meeting held on 27-08-2003. PAO further stated that summary would be 

accordingly initiated by the Ministry of Overseas Pakistanis for seeking ex-post facto approval to 

the purchase of vehicles. 

PAC DIRECTIVE 

The Committee pended the para and granted one month time to the PAO for regularization; 

otherwise responsibility would be fixed accordingly. 

4. PARA – 144, PAGE- 247- 248, ARPSE- 2006-07 
EXECUTION OF ADDITIONAL WORK OF OPF BOYS COLLEGE WITHOUT 
APPROVAL OF BOARD OF GOVERNORS - RS.1.630 MILLION 
 

The Audit pointed out that Overseas Pakistanis Foundation awarded external development work 

of OPF Boys College, H-8, Islamabad at total cost of Rs.4.310 million vide work order dated May 

26, 2001 to M/s. Bashir and Company, Islamabad. During execution, certain changes/alterations 

were made with the approval of Managing Director, OPF. The value of work done by the 

contractor came to Rs.5.940 million which was 38% more than the original cost of work. Prior 

approval of the Board of Governors of OPF was a pre-requisite for such changes/alterations, 

which was not done. As such, execution of additional work of Rs.1.630 million (Rs.5,939,763  – 

Rs.4,309,839) was considered irregular. The matter was reported to the Ministry on September 

21, 2007 and the management in its reply dated October 6, 2007 stated that MD was competent 

authority for award and change of works up to Rs.10 million. The management’s plea was not 

convincing as the Managing Director was empowered to make changes in scope of work upto 

15% of the contract value. 

The external development works of OPF Boys College H-8/4, Islamabad after the approval of 

competent authority (MD, OPF) were awarded to M/s Bashir & Co. at a total cost of                 

Rs. 4,309,835/-. OPF BOGs have delegated financial authority to MD OPF for award of 

development & civil works to the extent of Rs. 10 million. The award of additional works to the 

contractor was considered economical and in the interest of the organization, besides within the 

delegated authority of MD (OPF).   However, the change in the scope of works to the extent of 

15% was allowed in the cases where award of works, exceeding Rs. 10 million, was approved by 

BOG’s whereas MD OPF was the competent authority for award & change of works upto Rs. 10 

million.  

PAC DIRECTIVE 
The Committee directed to verify the record from the Audit and submit report to the PAC. 

5. PARA- 145, PAGE- 249, ARPSE- 2006-07  
KAGHAN BRICK WORKS LIMITED (KBWL) 
 

The Audit pointed out that Kaghan Brick Works Limited (KBWL) was purchased by Overseas 

Pakistanis Foundation (OPF) on June 06, 1983. The Company was wholly owned subsidiary of 
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the Overseas Pakistanis Foundation (OPF). The OPF Board of Governors (BOG) decided in its 

61st meeting held on December 08, 1996 to close the Factory and dispose off the entire assets 

through an open auction and convert the status of KBWL land into Agro Farming Units/Cluster 

Houses with the approval of CDA. The Factory operations were closed on September 30, 1996. 

The proposal for conversion of land into Agro Farming could not be implemented. 
 

PAO stated that on the accounts of KBWL for the year 2004 – 05 that it was discussed in the 

PAC meeting held on 23-12-2008 where para was settled at PAC level.  

PAC DIRECTIVE 

The PAO has been directed to coordinate with all the concerned, including CDA, for the rules 

hold DAC and submit report within fifteen days. 

6. PARA -145.2, PAGE – 250, ARPSE- 2006-07 
KAGHAN BRICK WORKS LIMITED 

 

Audit pointed out that trade debtors, advances, deposits, pre-payments and other receivables 

stood at Rs.2.292 million as on June 30, 2006. There was no movement in these balances since 

long which depicted that management could not recover the amount from debtors/contractors well 

in time.  
 

The PAO stated that the similar comments on the accounts of KBWL for the year 2004-05 were 

discussed in the PAC meeting held on 23-12-2008 for consideration of the Audit Report of Public 

Sector Enterprises for the year 2005 - 06. The latest DAC held on 10-05-2012 depicts that an 

enquiry was conducted and findings placed before 30th BoD meeting, only an amount of              

Rs. 1.175 million and an amount of Rs.0.225 million was recoverable from SNGPL & CDA. 

These amounts are not being claimed as case for conversion of lease is in process. 

PAC DIRECTIVE 

The Committee pended the para for fifteen days for compliance to be obtained. 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF FOREIGN AFFAIRS 
FOR THE YEAR 2006-07 

 

7. PARA-3.1 PAGE 32 AR-2006-07 
DOUBLE PAYMENT ON ACCOUNT OF RENT OF ACCOMMODATION £ 995 (RS. 114,873) 
 

The Audit stated that the that Pakistan Mission at Manchester made a payment of £ 995 on 

account of rent of accommodation of an officer for the month of June 2006 vide Vr. No. 2 of 

5/06. The Mission again made the same payment to the letting agency for the month of June vide 

Vr. No. 32 of 5/06 which resulted in to double payment to the owner for the same period. Excess 

payment of rent for £ 995 needs to be recovered from the concerned agency.  

The PAO stated that as per the Ministry, mission has recovered the over paid amount and 

requested to settle the para.  

PAC DIRECTIVE 

The Committee settled the para. 
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8. PARA-3.2 PAGE 32 AR-2006-07 
IRREGULAR AND UNECONOMICAL PURCHASE OF TRANSPORT AMOUNTING 
TO RS. 1.800 MILLION 
The Audit stated that the Pakistan Mission at Oslo incurred an expenditure of Rs. 1.800 million 

on the purchase of Mercedes Benz car during the period 2005-06 without inviting open tenders as 

required under the rules. Non observance of government rules/orders may be justified besides 

regularization of expenditure with the concurrence of Finance Division.  

The PAO said that mission had been asked to provided a certificate from the manufacturer 

regarding sole distributer of dealership of the Mercedez Benz.  

PAC DIRECTIVE 

The Committee settled the para. 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

 

 

***** 
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PAKISTAN ATOMIC ENERGY COMMISSION 
2006-07 

 
35. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Pakistan Atomic Energy 

Commission were examined by the Public Accounts Committee on 28th June, 2012. 

35.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

35.2  Two grants were presented by the AGPR. 

35.3 The Committee stated that it was a poor financial management and poor budgeting at that 

time and settled the grant with displeasure. 
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PAKISTAN ATOMIC ENERGY COMMISSION 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 28th of June 2012, regarding Appropriation Accounts, Audit Report on the accounts of 

Pakistan Atomic Energy Commission for the year 2006-07 were summarized below:-  

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. GRANT NO.12 – ATOMIC ENERGY  

The AGPR pointed out that the grant was closed with zero saving out of the Supplementary Grant 

of Rs. 535,000,000 , which was sanctioned.  

PAC DIRECTIVE 

The Committee settled the grant as there was zero saving. 

2. GRANT NO. 163 – CAPITAL OUTLAY ON DEVELOPMENT OF ATOMIC ENERGY 
 

The AGPR pointed out that the grant closed with an excess of Rs.4,416,195,000 which worked 

out to 43.13 percent of the total grant. An amount of Rs.488,254,000 (4.76%) was surrendered 

increasing net excess to Rs.4,904,449,000 (47.90%).  

The said grant comprised of two departments namely Pakistan Atomic Energy Commission 

(PAEC) and Pakistan Nuclear Regulatory Authority (PNRA). 

The PAO explained that excess of Rs.4,889,090,000 was due to adjustment of expenditure 

amounting to Rs.845.983 million relating to the year 2004-05 and Rs.4,043.107 million relating 

to the year 2005-06. The remaining excess of Rs.15.359 million was due to foreign currency rate 

fluctuation. 

PAC DIRECTIVE 

The Committee stated that it was a poor financial management and poor budgeting at that time 

and settled the grant with displeasure. 

 

The proceedings of the Committee ended with a vote of thanks to the chair. 

 

***** 
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MINISTRY OF PARLIAMENTARY AFFAIRS  
2006-07 

 
36. OVERVIEW 

 
Appropriation Accounts for the year 2006-07 pertaining to the Ministry of Parliamentary Affairs 

were examined by the Public Accounts Committee on 6th June, 2012. 

36.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

36.2  One grant was presented by the AGPR which was settled with the instructions that there 

should be zero excess and zero saving in future. 
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MINISTRY OF PARLIAMENTARY AFFAIRS  
ACTIONABLE POINTS 

 

Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 6th June, 2012, regarding Appropriation Accounts for the year 2006-07 pertaining to Ministry 

of Parliamentary Affairs were summarized as under: 

APPROPRIATION ACCOUNTS CIVIL VOL-I-2006-07 

1. GRANT NO. 92 PARLIAMENTARY AFFAIRS DIVISION SAVING OF RS.781,914/- 
 

The AGPR pointed out that the grant closed with a saving of Rs.18,590,914, which worked out to 

14.47 percent of the total grant. An amount of Rs.17,809,000 (13.86%) was surrendered leaving 

net saving of Rs.781,914 (0.61%). 
 

The PAO stated that the saving was due mainly to vacant posts. The PAO further stated that 

supplementary grant of Rs. 525,571 was obtained to meet the shortfall of expenditure under 

various heads of account and for payment of TA claims etc. 
 

PAC DIRECTIVE 

The Committee settled the grant with the instructions that there should be zero excess and zero 

saving in future. 
 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 
 

 

***** 
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MINISTRY OF PETROLEUM & NATURAL RESOURCES 

2006-07 
 
37. OVERVIEW 

 
 

Annual Audit Reports for the year 2006-07 pertaining to the Ministry of Petroleum & Natural 

Resources were examined by the Public Accounts Committee on 10th May, 2012 and 

subsequently on 28th August, 2012. 

37.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

37.2  Nine paras were presented by the Audit. 

37.3 The Committee settled two paras on the justifications given by the PAO. 

37.4 The PAC directed the PAO to provide the list of all Court cases on a proforma and 

submit details to the PAC Secretariat. 

37.5 Regarding pending court cases PAC was informed 1417 cases were pending in court.  

37.6 The PAO Ejaz Ahmed Chaudhary informed that both the Gas Companies SNGPL and 

SSGPL had recovered Rs.8 Billion from the defaulters and an amount of Rs.20 Billion 

were yet to be recovered. 

37.7 The PAC was informed that around 200 cases against gas theft were registered. 

37.8 The PAC was informed that the Government policy of 1997, 2002 and 2005 for awarding 

the quota for the LPG had been proved wrong. 
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MINISTRY OF PETROLEUM & NATURAL RESOURCES 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of Public Accounts Committee held 

on 10th May, 2012 and subsequently on 28th August, 2012, regarding Audit Reports for the year 

2006-07 on account of Ministry of Petroleum & Natural Resources were summarized below:- 

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR 2006-07 

1. i) PARA 158-ARPSE 2006-07 
NON-RECOVERY ON ACCOUNT OF THEFT OF GAS RS. 119.58 MILLION 
The Audit pointed out that SSGC management could not explain before the DAC that how the 

new law on Gas theft would help them recover the amount involved in this audit para. Status of 

the report on the theft cases of last two years in compliance of PAC directives was not given. 

Moreover, the inquiry ordered by PAC was also not done. 

The PAO explained that the matter was discussed in DAC meting held on 27-10-2007 at PSO 

House. The DAC directed the management of SSGCL to make the Audit known the position of 

sixty cases. The revised amount of claim outstanding against those sixty cases was Rs. 111.192 

million. 

The Company had to establish and maintain a special department to prevent and detect theft of 

gas by anti social elements. Company was pursuing for early recovery and recovered Rs. 1.720 

million against twelve cases. Following Position of sixty cases had been verified by Audit, as at 

end March, 2009. The PAO also said that report on this matter will be submitted to the PAC 

within seven days. 

 ii) PARA 159 (ARPSE 2006-07) 
NON-RECOVERY OF DEFAULTED AMOUNT FROM M/S, MADINA ICE FACTORY 
LIMITED, HYDERABAD RS. 23.20 MILLION 
The Audit pointed out that the DAC expressed its displeasure over non-pursuance of the cases in 

the court of law and directed the management to pursue all these cases vigorously and approach 

the Advocate General for any assistance. The DAC further directed that monthly report should be 

submitted to the Ministry as well as Audit. 

The PAO ensured that the cases will be pursued vigorously and will also approach the Advocate 

General for any assistance. 

iii) PARA 162 (ARPSE 2006-07) 
LOSS DUE TO THEFT OF GAS THROUGH ILLEGAL CONNECTIONS BY A DYEING 
BLEACHING FACTORY RS. 2.632 MILLION 
The Audit pointed out that they had not been informed abut the latest position in the above 

matter. 

The PAO said that there was no recovery fo progress in the above case. 

PAC DIRECTIVE(10-05-2012) 

The above three paras were clubbed together. The Committee directed the PAO to provide the list 

of pending court cases and also directed to provide monthly report about the progress of pending 

court cases to PAC. The Committee further directed the PAO to direct all the subordinate 
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departments/Companies to come with their legal heads well prepared regarding court cases in the 

next meeting. 

PAC DIRECTIVE (28-08-2012) 

The Committee directed the PAO to provide the list of all Court cases and submit details to the 

PAC Secretariat. 

2. PARA 161 (ARPSE 2006-07) 
LOSS IN PURCHASE OF TWO WHEEL LOADERS AT HIGHER RATES DUE TO 
DELAY IN TECHNICAL EVALUATION OF THE LOWEST BID US $ 49,400 
EQUIVALENT PAK RS. 2.938 MILLION. 
 

The Audit pointed out that although on the directives of PAC inquiry had been done but it was 

marred with faults and bias. Any weakness should had been pointed out earlier instead of waiting 

until May, 2011. 

PAC DIRECTIVE(10-05-2012) 

The Committee showed displeasure that charges had not been framed against the culprit. They 

also directed the Ministry to sit with Audit and scrutinize the case minutely. The Committee 

directed to resolve the issue at DAC level within two weeks. 

PAC DIRECTIVE (28-08-2012) 

The Committee settled the para. 

3. PARA 170.7 PAGE 290 (ARPSE 2006-07) 
AUDIT COMMENTS 
The Audit pointed out that management in its reply dated May 3, 2012 intimated that Seventy 

five (75) wells were lying in as shut-in-fields which can produced 822.041 mmsefd. Those wells 

were lying as shut-in-fields from April 1991 to June 2010 which could not be developed uptil 

now. 

The PAO explained that the reason for the seventy five wells lying in as shut-in-fields were lack 

of money and lackluster approach. Therefore there was no financial loss as such and exercised 

could be done to look into the dormant wells.  

PAC DIRECTIVE(10-05-2012) 

The Committee settled the para. 

4. PARA 171 PAGE 291-292-ARPSE 2006-07 
LOSS DUE TO WRONG SUPPLY OF SPARES US $ 206,899 (PAK RS 8.434 MILLION 
 

The Audit pointed out that the Joint Inquiry Team (JIT)  conducted inquiry and concluded that 

the case was presently subjudice in the court of law. The verdict of the court would determine the 

response of the management. In case the court rules out but any person from the department was 

found involved in the case, the company must proceed against the official(s) under appropriate 

rules. 

The PAO said that necessary documents had already been submitted to NAB on their demand. On 

receipt of the decision of the case, the same will be communicated to Audit. 
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PAC DIRECTIVE(10-05-2012) 

The Committee pended the para with the direction the Performa on the Court cases be presented 

before the PAC in the next scheduled meeting of the Ministry. The Committee also directed the 

PAO to fix responsibility in this matter. 

5. i) PARA 166, PAGE 279 (ARPSE 2006-07) 
UNDOCUMENTED SUPPLY OF GAS AT POLICE LINE NO.1 COLONY, RAWALPINDI 
RESULRTING INTO LOSS OF REVENUE INCOME WORTH MILLIONS OF RUPEES. 

 
ii) PARA 167 PAGE 280 (ARPSE 2006-07) 

NON RECOVERY OF LATE DELIVERY CHARGES RS. 5.981 MILLION 
 

iii) PARA 169 PAGE 282-284 (ARPSE 2006-07) 
LOSS DUE TO DELAY IN ENCASHMENT OF PERFORMANCE WARRANTY BOND RS. 
2.396 MILLION (US $ 39,936). 
 

PAC DIRECTIVE(10-05-2012) 

The above three (03) paras were clubbed together and were pended. 

 

***** 
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PLANNING AND DEVELOPMENT DIVISION  
2006-07 

38. OVERVIEW 
 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Planning & Development Division were examined by the Public Accounts Committee on                      

6th September, 2012 and subsequently on 18th December, 2012. 

38.1  Two grants and twelve paras were presented by the AGPR and the Audit. 

38.2 All grants were settled by the Committee. The Committee settled nine paras on the 

justifications given by the PAO. 

38.3 The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future and record should be verified from the Audit. 

38.4 The Committee appreciated the efforts of Mr. Muhammad Javed Malik, Secretary/PAO. 
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PLANNING AND DEVELOPMENT DIVISION 
ACTIONABLE POINTS 

 
Actionable points arising from the discussion of the meeting of Public Accounts Committee held 

on 6th September, 2012 and 18th December, 2012, regarding Appropriation Accounts and Audit 

Reports for the year 2006-07 on account of Planning & Development Division were summarized 

as under:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. GRANT NO.96– PLANNING AND DEVELOPMENT DIVISION 
(OTHER THAN CHARGED) 
 

The AGPR pointed out that the grant closed with an excess of Rs.10,614,597 which worked out 

to 3.54% of the total grant. An amount of Rs.1,981,600 (0.66%) was surrendered increasing net 

excess to Rs.12,596,197 (4.20%). 

The PAO stated that saving and excess was occurred due to spread over various spending units of 

P&D Division as well as due to vacant posts which could not be filled in during the course of 

financial year and due to grant of 15% Dearness Allowances to all the Government servants. The 

supplementary grant included in schedule was due to meeting the expenditure for newly 

appointed members and their complementary staff of the Planning Division, for purchase of 

transport & vehicles and for a financial assistance package which was for families of the 

Government employees whom die during their service. The PAO further informed that the same 

position was shared with the AGPR. 

The AGPR agreed with the statement of the PAO. 

PAC DIRECTIVE(06-09-2012) 

The Committee settled the grant and directed to verify record from AGPR. 

2. GRANT NO.154– DEVELOPMENT EXPENDITURE OF PLANNING AND 
DEVELOPMENT DIVISION  
(OTHER THAN CHARGED) 
The AGPR pointed out that the grant closed with a saving of Rs.2,314,007,630 which worked out 

to 48.22% of the total grant. An amount of Rs.2,245,072,479 (46.78%) was surrendered leaving 

net saving of Rs.68,935,151 (1.43%). A supplementary grant of Rs.60,695,000 was sanctioned 

but not included in the supplementary schedule of authorized expenditure. 

The PAO stated that saving of Rs.91,970,000/- was under Unfunded Important Projects which 

was not surrendered due to the reasons that the funds under Block Allocations were retained till 

the closing of financial year for surrendering in favour of other Ministries/ Divisions, were meet 

their urgent need or on the directive of the Prime Minister/ President. The allocations provided 

under block allocation were not meant for utilization by the P&D Division. Saving of 

Rs.1,658,070/- under project titled Promoting Professional Excellence (PPE) was due to provision 

of funds and grant of Token Supplementary Grant of Rs.20,000/- in late May, 2007 by the 

Finance Division. The remaining saving of Rs.36,003,120/- was spread over almost thirty six 

projects. 
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PAC DIRECTIVE(06-09-2012) 

The Committee settled the para. 

AUDIT REPORT Of PUBLIC SECTOR ENTERPRISES ON THE ACCOUNTS OF THE 
PLANNING AND DEVELOPMENT DIVISION FOR THE YEAR 2006-07 

 

NATIONAL LOGISTIC CELL 
 

1. PARA-177-PAGE-305-ARPSE-2006-07 
Audit Comments 
Audit recommended the para for settlement. 

PAC DIRECTIVE(06-09-2012) 

The Committee settled the para. 

2. PARA-177.1, PAGE-305-306, ARPSE-2006-07 

The Audit pointed out that the accounts for the year 2005-06 were not approved by the National 

Logistic Board when submitted to this Directorate. The findings of this report were based upon a 

draft copy of financial statements received on December 10, 2007.  National Logistic Cell 

incurred unauthorized expenditure during the year 2005-06 as the budget for the year was not 

approved by the National Logistic Board. The approved accounts for the year 2004-05 had also 

not been received till the finalization of this report. 

The PAO stated that the National Logistic Board in its 39th meeting held on 31st Dec, 2007 

approved the Annual Accounts of the financial year 2004-05 and 2005-06. Budget for the 

Financial Years 2005-07 and 2007-08 was also approved in the same meeting. Approved/signed 

copies of the Accounts had already been provided to the Audit. Audit suggested the PAC to 

consider DAC recommended the Para for settlement in its meeting held on 30,05.2009. Current 

DAC also endorsed the earlier recommendations of DAC. 

PAC DIRECTIVE(06-09-2012) 

The Committee settled the para. 

3. PARA-177.2, PAGE-306, ARPSE-2006-07 

The Audit pointed out that the administrative and general expenses rose to Rs.690.077 million in 

2005-06 as against Rs.364.148 million in 2004-05 registering an increase of 90% which reduced 

operating profit from Rs.218.789 million in 2004-05 to Rs.8.854 million during the year under 

review. However, no details of abnormal increase in salaries and wages, vehicles running 

expenses, printing and stationery, depreciation, transportation, and advertisement were explained. 

The PAO stated that Administrative and general expenses rose to Rs. 690.077 million in 2005-06 

as against Rs. 414.298 million in 2004-05 as appearing in the signed accounts registering an 

increase of 66%. The major increase was in salary & wages from Rs. 125.537 m in 2004-05 to 

Rs. 302.509 m in 2005-06 due to new pay scales awarded by the Government.  

PAC DIRECTIVE(06-09-2012) 

The PAC deferred the para to DAC. 
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4. PARA-177.3, PAGE-306, ARPSE-2006-07 

The Audit pointed out that neither year-wise breakup of trade debtors of Rs.1,323.732 million 

was supplied nor confirmation from the debtors was obtained. In the absence of the same, the 

recovery from debtors was opened to doubt. Provision against trade debts amounting to Rs.50.150 

million outstanding for the last two to three years, was not made in the accounts. Efforts need to 

be made to recover the amount as early as possible and reasons of not providing for doubtful 

debts need to be explained. 

The PAO stated that Provision against trade debts amounting to Rs.50.150 million had been made 

in the accounts for the year 2006-07. The point was discussed in the DAC meeting held on 31st 

January, 2009 as para 209.2 in the Audit Comments on the Accounts of NLC for the year 2004-

05 (ARPSE, 2005-06).  

The Audit recommended the para for settlement in its meeting held on 30.05.2009. Current DAC 

also endorsed the earlier recommendations of DAC. 

PAC DIRECTIVE(06-09-2012) 

The Committee Settled the para 

5. PARA-177.4, PAGE-306, ARPSE-2006-07 

The Audit pointed out that against stores and spares inventory valuing Rs.336.838 million, stores 

and spares worth Rs.40.795 million were declared as slow moving items which indicated that 

same were purchased without proper assessment of actual requirements.  

The PAO stated that the case regarding obsolete or slow moving Inventory items amounting to 

Rs.51.525 million in total was discussed in DAC meeting held on 31st January, 2009 as Para 

178.6 in the Audit Comments of Audit Report for the year 2003-04 (ARPSE, 2003-04). After 

detailed discussion the DAC recommended the Para for settlement.  

Audit recommended the para for settlement in its meeting held on 30.05.2009. Current DAC also 

endorsed the earlier recommendations of DAC. 

PAC DIRECTIVE(06-09-2012) 

The Committee settled the para. 

6. PARA-177.5, PAGE-306, ARPSE-2006-07 

The Audit pointed out that cash in hand of Rs.17.998 million as on June 30, 2006 was not 

physically got verified from Chartered Accountants. Reasons for not getting physical verification 

of cash in hand from Chartered Accountants need to be explained. 

The PAO stated that cash in hand of Rs.17.998 million as on June 30th, 2006 was not physically 

verified by the Chartered Accountants, due to oversight. However, this was given a due 

consideration and cash count was being properly conducted now.  

Audit recommended the Para for settlement. 

PAC DIRECTIVE (06-09-2012) 
 

The Committee settled the para. 
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7. PARA-178, PAGE-307, ARPSE-2006-07 
NON-RECOVERY OF LOGISTIC SERVICE CHARGES FROM PRIVATE PARTIES -
RS.2.678 MILLION 
Audit pointed out that as per sub Section-34 of Section-VIII of NLC SOP 71/96 (Billing and 

Recovery Procedure), the logistic facilities to private parties will be provided after receipt of 

100% payment in advance. In case advance payment was not possible, bank guarantee should 

invariably be obtained. 

The Audit further pointed out that on contrary to the said procedure, the NLC management 

provided logistic services to eight private parties during the period from 1995 to 2005 without 

obtaining 100% advance payment or bank guarantee. Later on the parties defaulted. Non-

observance of prescribed procedure resulted in non-recovery of Rs.6.482 million. The 

management did not state the reasons of violation of section 34 of billing and recovery procedure. 

The PAO stated that under section-VIII of NLC SOP 71/96 (Billing and Recovery  Procedure) 

regarding advance payment of Hired Mechanical Transport (HMT) states that condition of 

advance payment of 100% from reliable parties may be relaxed on case to case basis subject to 

approval of DG/DTM. Army Welfare Trust (AWT) being a semi-autonomous trust body a 

subsidiary organization of Pak Army created for the welfare of ex-army personnel, was 

considered reliable at the time of execution of MOU between AWT & NLC in 1994 for provision 

of transport facilities. Proper MOU was executed between NLC & AWT for the provision of 

transportation to AWT.  

Audit suggested the PAC to direct the management to pursue the case vigorously and decision of 

the court be provided to Committee or audit. 

PAC DIRECTIVE 

The Committee granted one month time to settle the issue or to look into the matter. 

8. PARA-179, PAGE-307-308, ARPSE-2006-07 
UN-AUTHORIZED PAYMENT OF HOUSE RENT ALLOWANCE TO THE 
EMPLOYEES LIVING IN GOVERNMENT ACCOMMODATION- RS.771,226 
 

The Audit pointed out that as per accommodation rules, a Government servant could enjoy only 

one facility either to draw house rent allowance or to retain government accommodation. (NLC 

had adopted Government pay scales). National Logistic Cell, Gujranwala, provided D-type 

houses to five employees during October 2002 to June 2006. They were also drawing house rent 

allowance @ 45% of their basic pay. The management paid a sum of Rs.771,226 on account of 

house rent allowance to these employees which was considered irregular.  

The PAO stated that An amount of Rs.771,226 was calculated by the Audit, NLC calculated an 

amount of Rs.559,198 as per the requirement of audit. An amount of Rs.69,195 was recovered 

from one civilian officer. The other Army officers were living in Married Officer Quarters 

(MOQ). Para 3 of MAG "married officer not provided with proper accommodation and living in 

meds, hostels, Bachelor Office Quarters (BOQ) or guest rooms were entitled to HRA as 

admissible at the specified station subject to recovery of assessed 5% rent which ever is less, from 
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their pay “Recovery of 5% was regularly effected so no action was required against these officers. 

Audit suggested the PAC to direct the management to recover the remaining amount from the 

respective officers. 

PAC DIRECTIVE(06-09-2012) 

The Committee directed the PAO to verify the recovery from the Audit. 

PAKISTAN INSTITUTE OF DEVELOPMENT ECONOMICS 

9. PARA-180-PAGE-309-ARPSE-2006-07 

The Audit recommended the para for settlement. 

PAC DIRECTIVE(06-09-2012) 

The Committee settled the para. 

10. PARA-180.1, PAGE-310-311, ARPSE-2006-07 

The Audit pointed out that Government grant for PIDE increased from Rs.39.000 million in 

2004-05 to Rs.42.000 million in 2005-06 registering an increase of 8%. In order to measure the 

performance of PIDE, no pre-determined targets were fixed by the PIDE Board of Governors, and 

the controlling Division for comparison with actual achievement. 

The PAO stated that as per resolution No.15(3)Ad.II/PD/80 dated 12th December, 1981 the PIDE 

carries out its functions without any set guidelines from the Board of Governors. The Board of 

Governors only sets a broad agenda for academic research focusing, in particular, on the overall 

direction of research in terms of its thematic focus and policy relevance. However, the 

performance of the PIDE was routinely measured by the research output as well as its outreach. 

More specifically, it was measured by the number of articles published in internationally referred 

journals, working papers, seminars, conferences training programmes and the academic program. 

Such performance is regularly presented to the Government. 

The PAO further stated that based on its performance, the PIDE has been ranked 1st among 

research institutions in Pakistan and added that the PIDE had already been ranked at top ten in 

Institutes of Asia by an international rating organization.  

Audit recommended the Para for settlement. 

PAC DIRECTIVE(06-09-2012) 

The Committee settled the para. 

11. PARA-180.2, PAGE-312, ARPSE-2006-07 

The Audit pointed out that Ph.D grant increased from Rs.3.40 million in 2004-05 to Rs.3.70 

million in 2005-06 registering an increase of 9% as compared to the previous year. The 

expenditure under head Ph.D increased to Rs.3.875 million from Rs.3.779 million, while only 

two students were admitted/enrolled in 2006 as against target of 15 students. The non 

achievement of enrollment targets needs justification. 

The PAO stated that admission for Ph.D was announced in the newspapers and about twenty 

eight applications were processed from which admission was offered to fourteen students who 

fulfilled minimum required criteria. Unfortunately, majority of students in this batch could not 
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perform well in their studies and opted to drop out. Currently there are forty seven students 

enrolled in Ph.D while three students have already qualified for the Ph.D degree and seven were 

in pipeline. One M.Phil degree was also awarded.  

The PAO further informed that the PIDE's Ph.D Programme has been the most successful as 

compared with other institutions.  

Audit recommended the Para for settlement. 

PAC DIRECTIVE(06-09-2012) 

The Committee settled the para. 

12. PARA-180.3, PAGE-311, ARPSE-2006-07 

The Audit pointed out that endowment fund of Rs.31.958 million and gratuity/pension funds of 

Rs.36.792 million as on June 30, 2006 were invested in Industrial Development Bank of Pakistan 

(IDBP) without approval of Board of Governors in violation of Government orders dated July 02, 

2003 issued by Finance Division (Budget Wing). Investment of funds without approval needs 

justification. 

The PAO stated that the matter regarding investment of funds with the Industrial Development 

Bank of Pakistan was brought to the notice of the Board of Governors which decided in its 

meeting held on October 29th, 2005 that: "The Board noted that the funds of the Institute had been 

invested with Industrial Development Bank of Pakistan (IDBP), in future, the funds of the 

Institute be invested in Investment Bonds or in a secured Bank or in a scheme offered by the 

Government of Pakistan." 

The PAO further stated that PIDE will withdraw the money on maturity and the amount will be 

invested in Saving Schemes sponsored by the Government of Pakistan duly advised by the Board. 

However, Rs.32.0 million from Gratuity or Pension funds had been invested in National Saving 

Scheme sponsored by the Government of Pakistan. Rs.4.792 million balance with IDBP will be 

reinvested on maturity.  

Audit recommended the Para for settlement. 

PAC DIRECTIVE(06-09-2012) 

The Committee settled the para. 

  

The proceeding of the meeting ended with a vote of thanks to the Chair. 

 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 
 
Subject:  MINUTES OF THE PAC MEETING REGARDING PROCEDURE OF 

ISSUANCE OF FISCAL SROs BY VARIOUS MINISTRIES/DIVISIONS. 
 

A meeting of Public Accounts Committee (PAC) was held on                                

18th December 2012, in Committee Room No. 2, Parliament House, Islamabad, to discuss the 

matters related to issuance of SROs having fiscal implications. List of participants is attached. 

Khawaja Sohail Mansoor, MNA/Chairman, standing Committee of Finance, Revenue, Planning 

& Development and the Deputy Chairman, Planning Commission also participated as special 

invitees.  

   The Chairman PAC said that the powers to levy taxes rested with the Parliament, 

which had delegated certain powers to the executive to ensure smooth day to day working of the 

Government. It was expected that these delegated powers would be exercised in a transparent and 

judicious manner. However, it appeared that these powers were being exercised in arbitrary and 

non-transparent manner, benefiting certain individuals or companies at the expense of others. 

Since the SROs in many cases gave tax exemptions, they had the impact of reducing government 

revenues which ultimately restricted public service delivery by the Government.  

The Deputy Chairman Planning Commission (DCPC) briefed the Committee that 

since 1988, tax reform had been a major element of all the reform programmes agreed between 

the Government and IMF. The programmes aimed at increasing the tax-GDP ratio, which had 

remained very low in Pakistan. These efforts to increase the ratio had however remained 

unsuccessful, mainly due to the exemptions granted through SROs. This had in turn led to lower 

economic growth and lower competitiveness in the market. 

The New industry cannot grow in an atmosphere where monopolies were 

created through arbitrary favours. There was, therefore, a need to dispense with the SRO culture 

and create an atmosphere of certainty, where investors can plan their investments on long term 

basis. 

The Representative of Finance Division stated the Finance Division had issued 

only one SRO with fiscal impact in the recent past, which related to changes in policy of 

encashment of earned leave of government employees. He also stated that FBR issued SROs 

under the powers delegated to them. It needed to be investigated if the powers had been exercised 

arbitrarily, in which case these powers may be withdrawn.  

The Auditor General explained that the intent of delegation of powers was clear, which 

was to facilitate day to day running of the Government. Parameters were set out in the law. The 

audit watches the process on behalf of the government and can point out if the powers were 

exercised arbitrarily.  

The FBR representatives explained that the powers delegated to them were not absolute. 

Other Ministries/Divisions/institutions were consulted in the process. Exemptions were granted 
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after careful examination. Also the present management of FBR was in favour of doing away 

with the SRO related powers. A study was underway to quantify the exemptions, which would be 

completed by 2nd January, 2012, which will also be submitted to the PAC. They however 

cautioned that all the exemptions cannot be done away with overnight. They need to be tapered 

off over time.  

The Secretary Industries Division stated that SROs were the greatest hurdle in the way of 

having a consistent policy, which was extremely important for the growth and development of 

industry in the country.   

The Members of the Committee observed that the total fiscal impact of SROs was around 

650 billion. Only a few exemptions were genuine, which related to flood affectees. The local 

industry had been destroyed. Luxury items had been exempted. Monopolies had been created. 

Government officials could afford lavish lifestyles because of these holes in the system. It was 

also observed that the procedure of issuance of SROs was not transparent and paper companies 

were being paid refunds of millions of rupees.  

Parliament was not taken into confidence in the matter.  

 

After detailed deliberations the Committee concluded that there was need for further 

technical level input to come at a conclusion which is in the best interest of the country and made 

the following recommendations/Directives. 

PAC DIRECTIVE(18-12-2012) 

 The PAC constituted a Committee under the Chairmanship of Deputy Chairman 

Planning Commission, comprising the representatives of the Finance Division, M/o Commerce, 

M/o Industries, FBR, BOI and National Tariff Commission. This report would include the details 

of the 42 audit paras on the subject. The Committee would look into the whole exemption regime 

and suggest the way forward with a view to minimize SROs in future. The Committee would 

submit its report to the PAC Secretariat within two weeks. 

 The meeting ended with a vote of thanks to and from the Chair. 
 

**** 
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MINISTRY OF PORTS AND SHIPPING 
2006-07 

 
39. OVERVIEW 

 
 

Annual Audit Reports for the year 2006-07 pertaining to the Ministry of Ports and Shipping were 

examined by the Public Accounts Committee on 26th September, 2012. 

39.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

39.2  Nine paras were presented by the Audit. 

39.3 The Committee settled eight paras on the clarifications given by the PAO. 

39.4 The Committee referred one para back to DAC for detailed discussion on it and finalize 

decision on the para and also submit the report to the PAC. 
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MINISTRY OF PORTS AND SHIPPING 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 26th of September, 2012, regarding Audit Report for the year 2006-07 on the accounts of 

Ministry of Ports and Shipping were summarized as under:- 

AUDIT REPORT PUBLIC SECTOR ENTERPRISES FOR THE YEAR 2006-07 
PAKISTAN NATIONAL SHIPPING CORPORATION 

1. PARA -189- ARPSE-2006-07  
LOSS DUE TO NON RECOVERY OF WAR RISK PERMIUM AND SURCHARGE 
FROM REFINERIES UNDER CONTRACTS OF AFFREIGHTMENT RS.46.977 
MILLION 
The Audit pointed out that the PNSC signed Contracts of Affreightment (COA)with three 

refineries on October 23,2003 in which clause 9 states that “where an additional war risk 

premium or surcharge was paid by PNSC, the corporation retains the right to claim such payment 

from the refineries.” In PNSC accounts, an amount of Rs.46.977 million was shown as receivable 

from Oil Refineries as on June 30,2006 for war risk premium. Despite lapse of a considerable 

period of more than four years, the management failed to recover the outstanding and made 

provision for bad debts accounts. The irrecoverable outstanding was a loss to the Corporation. 

The PAO stated that this pertains to War Risk Premium paid to the foreign carriers for the year 

2001-2002,2003 and 2004. Claims were submitted to the refineries but they contested the claims 

of PNSC. However, in the year 2008, PNSC made aggressive efforts with refineries and as result 

made substantial recoveries. The last such recovery eas made from PARCO on 12-9-2008. 

PAC DIRECTIVE (16-8-2011) 
The Committee directed the PAO to hold another DAC and pended the para till its next meeting 

on the Ministry. 

PAC DIRECTIVE (26-09-2012) 
The Committee settled the para subject to verification of record from Audit. 

2. PARA -194-ARPSE 2005-06 
NON RECOVERY OF ALLOTMENT DUES, LAND RENT AND MAINTENANCE 
CHARGES FROM DEFAULTERS RS.169 MILLION 
The Audit pointed out that Board of Directors of Port Qasim Authority (PQA) in its meeting held 

on June 13 2002, decided that allotment of land to twenty five parties be cancelled and legal 

action initiated against them for recovery of outstanding dues. According to PQA cancelled plots 

of 25 parties who were allotted plots in the Edible Oil Molasses Area during the period 1990-93 

but failed to clear their outstanding dues, amounting to Rs.169 million on account of allotment 

dues, land rent, maintenance charges and markup on delayed payments as on June 30, 2001. 

The PAO stated that it was intimated that PQA had already filed recovery suits in the High Court 

of Sindh for the recovery of the PQA’s dues and charges from 25 allottees of land and 

proceedings of the suits were being pursued regularly and vigorously by PQA. 
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PAC DIRECTIVE (16-8-2011) 

The Committee endorsed the point of view of Audit and directed the PAO to pursue the court 

cases, locate the concerned parties and try to settle the matter out of court. The Committee stated 

that there seems to lack of planning by the department. However, the Committee pended the para 

till its next meeting on the Ministry. 

PAC DIRECTIVE (26-09-2012) 

The Committee referred the para back to DAC for detailed discussion on it and finalize decision 

on the para, also submit report to the PAC. 

 

 

 

***** 
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MINISTRY OF POSTAL SERVICES  
2006-07 

 
40. OVERVIEW 

 

 
Annual Audit Reports for the year 2006-07 pertaining to the Ministry of Postal Services were 

examined by the Public Accounts Committee on 11th July, 2012. 

40.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

40.2  One para was presented by the Audit. 

40.3 In this para, the Committee directed the PAO to take up the matter with the Government 

(Finance Division) and pursue the summary sent to the Prime Minister and submitted 

report to the PAC. 
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MINISTRY OF POSTAL SERVICES 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 11th of July 2012, regarding Appropriation Accounts, Audit Report for the year d 2006-07 

on the accounts of Ministry of Postal Services were summarized as under:- 

AUDIT REPORT ON THE ACCOUNT OF THE MINISTRY OF POSTAL SERVICES 
FOR THE YEAR 2006-07 

 

1. PARA 3.1, PAGE 14-15 AR-PPO 
IRREGULAR DEPOSIT OF UTILITY BILLS COLLECTION OF RS 1,980.358 
MILLION INTO SAVING BANK ACCOUNTS AND CHARGING OF COMMISSION 
AMOUNTING TO RS 29.705 MILLION 

 

The Audit pointed out that according to Para(ii) of Finance Division’s letter dated 26th June, 

2007, the PPO Department was not allowed to deposit collection of utility bills on behalf of 

WASA, PTCL and Sui-Gas into saving bank accounts and charge a commission thereon from 

Finance Division. Furthermore, as per Para D(e) of minutes of meeting conveyed by Finance 

Division vide letter dated 27th October, 1993, the PPO Department shall be paid the commission 

only on those receipts which were not encashed before ninety days of the deposits. 

The PPO Department collected a sum of Rs 1,980,358,173 million on account of utility bill 

collections during 2005-06 on behalf of WASA, PTCL and Sui Gas and deposited it into the 

Saving Bank Accounts of these agencies. It charged a commission of 1.5% amounting to Rs 

29.705 million on these deposits from Finance Division without observing the condition of ninety 

days.  

DAC in its meeting held in October, 2007 directed the management to take up the matter with 

Finance Division for decision.  

The PAO informed that the decision of IDC constituted by PAC on systemic issues related to 

Audit Report 2005-06 to charge the commission @ 0.50% had been implemented and notification 

of revised rate of commission issued by the Finance Division dated 15-10-2010 was provided to 

Audit. The DA PPOD Lahore confirmed that decision of IDC for charging of commission @ 

0.50% irrespective of the ninety days limit had been implemented w.e.f. October, 2010. However 

the departmental Revenue adversely affected to the tune of Rs.853 million per annum.   

PAC DIRECTIVE 

The Committee directed the PAO to take up the matter with the Government (Finance Division) 

and pursue the summary sent to the Prime Minister and submitted report to the PAC within thirty 

days. 

The Proceedings of the meeting ended with vote of thanks to the Chair. 

***** 

 



 
 

325 
 

 
 
 

PRESIDENT SECRETARIAT 
2006-07 

 
41. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the President Secretariat were 

examined by the Public Accounts Committee on 23rd October, 2012. 

 

41.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

41.2  One grant was presented by the AGPR which was settled with the instructions that there 

should be zero excess and zero saving in future. 

41.3 The PAC showed displeasure over on poor financial management at that time. 
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PRESIDENT SECRETARIAT 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 23rd of October, 2012, regarding Appropriation Accounts, Audit Report for the year 2006-

07 on the accounts of President Secretariat were summarized as under:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. STAFF, HOUSEHOLD AND ALLOWANCES OF THE PRESIDENT(CHARGED)  

The AGPR pointed out that the appropriation closed with a saving of Rs.6,992,677 which worked 

out to 2.23 percent of the total Appropriation. An amount of Rs.6,685,500 (2.06%) was 

surrendered leaving net saving of Rs.307,177 (0.09%).  

The PAO stated that Secretariat budget was divided under 11 IDs of classification where there 

was nominal saving under various heads which had been grouped together.  

PAC DIRECTIVE 

The Committee settled the grant with the direction that there should be zero excess and zero 

saving in future. There was poor financial management at that time and directed that there should 

be good budgeting in future. 

 

The proceedings of the meeting ended with vote of thanks to the Chair. 

 

 

 

***** 
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PRIME MINISTER’S SECRETARIAT  
2006-07 

 
42. OVERVIEW 

 

 
Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the Prime 

Minister’s Secretariat were examined by the Public Accounts Committee on 23rd October, 2012. 

42.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

42.2  Three grants and five paras were presented by the AGPR and Audit. 

42.3 All the grants and two paras were settled with the remarks that there was poor 

management at that time.  

42.4 Finance Division were directed that there should not be delays in releases in future. 

42.5 The PAC showed displeasure for delay in releases to Bait-ul-Mall. 

42.6 The Committee also directed the PAO to settle the issues within a week as per DAC 

direction. 

42.7 Regarding court cases the PAC was informed the 10 cases were pending in court. 
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PRIME MINISTER’S SECRETARIAT  
ACTIONABLE POINTS 

 
ctionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 23rd of October, 2012 and 11th December, 2012 (NRB), regarding Appropriation 

Accounts, Audit Report for the year 2006-07 on the accounts of Prime Minister’s Secretariat were 

summarized below:- 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

1. GRANT NO.8- PRIME MINISTER’S SECRETARIAT  

The AGPR pointed out that the grant closed with a saving of Rs.40,195,497 which worked out to 

5.52 percent of the total grant. An amount of Rs.34,277,439 (4.71%) was surrendered leaving net 

saving of Rs.5,918,058 (0.81%).  

The PAO explained that variation in surrender of Rs.3,480,503 which was surrendered after codal 

dates (i.e. 15-05-2007). The saving was occurred due to cancellation of a cheque from the 

Contingent Grant, due to the challans of this amount were deposited in the Bank on account of 

saving from Contingent Grant, due saving of contingent grant, due to subsidies/grants and due to 

NVM which was accepted by the Finance Division. 

PAC DIRECTIVE 
The Committee settled the grant with the direction that there should be zero excess and zero 

saving in future. 

2. GRANT NO.128-DEVELOPMENT EXPENDITURE OF PRIME MINISTER’S 
SECRETARIAT  
The AGPR pointed out that the grant closed with a saving of Rs.41,279,211,324 which worked 

out to 82.56 percent of the total grant. An amount of Rs.10,000,000,000 (20.00%) was 

surrendered leaving net saving of Rs.31,279,211,324 (62.56%). 

The PAO explained that they were not above to use it. 

PAC DIRECTIVE 
The Committee settled the grant with the remarks that there was poor financial management at that 

time and directed that financial management should be improved to avoid such sort of savings. 

NATIONAL RECONSTRUCTION BUREAU 
APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

 

3. GRANT NO.10- NATIONAL RECONSTRUCTION BUREAU 
 

The AGPR Pointed out that the grant closed with a saving of Rs.6,540,263 which worked out to 

6.73 percent of the total grant. An amount of Rs.4,916,843 (5.60%) was surrendered leaving net 

saving of Rs.1,623,420 (1.67%). 
 

The PAO explained that the relevant record was kept in Cabinet Division, therefore, no DAC was 

held, the PAO requested for time to discuss the issue with Audit. 

PAC DIRECTIVE (11-12-2012) 
 

The Committee referred the grant back to DAC and granted one week to settle this matter with 

Audit. 
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PAC DIRECTIVE (10-01-2013) 
 

The Committee direcred the PAO to submit report regarding purchase of vehicles, their uses, the 

name of users, and latest position of the vehicles within four days. The Committee settle the 

grant. 

 AUDIT REPORT PUBLIC SECTOR ENTERPRISES ON THE ACCOUNTS OF 

PRIME MINISTER’S SECRETARIAT FOR THE YEAR 2006-07 

PAKISTAN BA1T-UL-MAL 

1. PARA-200, PAGE-343, ARPSE-2006-07 
INTRODUCTORY PARA 
PAC DIRECTIVE 

The para was introductory, therefore, the Committee had not comment on it. 

2. PARA-200.1, PAGE-343-344, ARPSE-2006-07 
WORKING RESULTS 
The Audit pointed out that decrease in disbursement under Food Support Programme and 

incurrence of capital expenditure out of FSP funds. Net surplus for the year rose to Rs.1,692.562 

million as on June 30, 2006 from Rs.132.174 million of the previous year. The increase in surplus 

by 1,181 % was due to receipt of grant of Rs.4,900 million in 2005-06 against the previous year 

grant of Rs.3,500.287 million. Disbursement under Food Support Program (FSP) decreased from 

Rs.2,759.996 million in 2004-05 to Rs.2,181.745 million in 2005-06 registering a decrease of 

21%. Decrease in disbursement under FSP program during the year 2005-06 despite increase in 

grant needs to be looked into. Administration charges of FSP increased from Rs.5.192 million in 

2004-05 to Rs.22.436 million in 2005-06 showing an increase of 332% over pervious year which 

included Rs.15.360 million on purchase of computers and MIS systems. Incurrence of capital 

expenditure out of FSP funds needs to be explained. 

The PAO stated that the amount available in banks / GPOs at the end of the financial year was 

shown as surplus for reporting purpose at the end of financial year. The increase in surplus and 

decrease in disbursement of FSP during  2005-06 was justified because normally FSP budget is 

released by the Government in harvesting season i.e. last quarter of Financial Year. The time 

earmarked for disbursement of each installment of subsidy was 90 working days. Disbursement 

process was gauged on installment to installment basis rather on Financial Year basis, following 

the release of funds from the Government. Thus it is not possible for PBM to disburse the whole 

grant within the same financial year. The decrease in disbursement by 21% in the financial year 

2005-06 as compared to disbursement in F.Y 04-05 was due to late release of FSP budget by 

Ministry of Finance. The FSP amount of Rs.2,057.130 million relating to financial year 2005-06 

was disbursed among the beneficiaries after June-06 and the same was being reflected in the 

accounts for the yea 2006-07. 

He further stated that these capital expenditures were not incurred out of regular FSP grant 

whereas these were incurred out of Administrative charges of FSP separately allocated by 

Cabinet / Finance Division. GOP provided / allocated Rs.90.00 million as service charges of FSP 
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during the year 2004-05. Out of which an amount of Rs.5.192 million as pointed out was incurred 

during 2004-05. Balance / remaining amount was lying with PBM and out of unspent amount the 

Rs.22.436 million was incurred during the year 2005-06. Further more as stated in para, out of 

total expenditure of Rs.22.436 million, an amount of Rs.15.360 million was incurred for the 

procurement of computers and MIS System which we related to FSP. Hence the major portion of 

increased expenditure was incurred for the very purposes of FSP. The second main reason for 

increase in Admin expenditure related to price inflation factor. 

PAC DIRECTIVE 

The Committee settled the para and directed that Finance Division  that there should not delay in 

releases especially to Baitul Mall in future. 

3. PARA-200.2, PAGE-345, ARPSE-2006-07 

The Audit pointed out that the disbursement to total income ratio decreased from 90 % in 2004-

05 to 60 % in 2005-06. This signifies that growth in available income for disbursements was 

disproportionate. The strategy regarding the disbursements of available fund needs to be 

reviewed. 

The PAO stated that the growth of available income for disbursements is not disproportionate. 

The gap in income and disbursement is due to un-disbursed portion of FSP grant which was paid 

after June-2006. The payment of Rs.2057.130 (M) relating to prior years had been reflected in 

annual accounts for the financial year 2006-07. This showed that management made its best 

efforts to disburse the FSP amount to the beneficiaries. 

PAC DIRECTIVE 
The Committee settled the para. 

4. PARA-201, PAGE-346-347, ARPSE-2006-07 
EMBEZZLEMENT BY MAKING PAYMENT UNDER FOOD SUPPORT PROGRAM TO 
CLOSED ACCOUNTS OF BENEFICIARIES - Rs. 4.500 MILLION 
The Audit pointed out that as per Para 8.1 of PBM Food Support Program (FSP) Policy, 

Monitoring and Evaluation Wing of PBM will carry out spot visits to the different districts 

through out the year. PBM had computerized Food Support Program Management System 

(FSPMS) to ensure efficient and transparent delivery of the subsidy. 

The Audit further pointed out that according to the procedure PBM disbursed Food Support 

Program funds for its beneficiaries in District Sialkot through GPO/District Post Office. During 

the payment of 8th installment of FSP it was noticed that payment was made to those beneficiaries 

whose accounts had been closed. In addition to the above, Pakistan Postal Services Management 

Board (PPSMB) had constituted a committee to verify the irregular payment at Sialkot GPO. The 

Chairman, Verification Committee reported that total embezzled amount so far detected, comes to 

Rs.4.500 million and directed the Postmaster General Punjab Circle Lahore on May 27, 2005 to 

finalize disciplinary action against the delinquent officials/officers, recover the amount of loss 

from the officials at fault and report the case to FIA. The Management of PBM neither took any 
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action against the PBM officials involved nor obtained the final finding of Verification 

Committee of Vigilance Cell of Post Office. 

The PAO stated that Pakistan Post Office constituted an inquiry committee headed by Deputy 

Post Master General to assess the embezzled amount at Sialkot. Committee detected total 

embezzled amount of Rs.3,626,4007 instead of Rs.4.5 (m) as indicated by the audit. Out of 

embezzled amount, a sum of Rs.145,8007 had been recovered from the delinquent officials of the 

GPO Sialkot. Efforts were being made for recovery of remaining amount. Further more, in 

compliance to the Directives of DAC held on 31-10- 2007, the matter was taken up with D.G. 

Post Office, Islamabad for early realization of embezzled amount either from the beneficiaries or 

from the delinquent officials of the GPO Sialkot through NAB or any other authority. But no 

results have so far been received from PPO. So matter was in our active consideration and 

vigorous pursuance, as soon as any fruitful results were achieved, audit authorities will be 

informed accordingly. 

PAC DIRECTIVE 
 

The Committee directed the PAO to settle the issue within seven days as per DAC direction, 

otherwise pended the para till next PAC meeting. 

5. PARA-202, PAGE-347-348, ARPSE-2006-07 
NON-UTILIZATION OF GRANTS BY TWO NGOs - Rs.896,254 
The Audit pointed out that according to the contracts dated April 03, 1999 and September 30, 

2003 among Pakistan Bait-ul-Mal(PBM) and NGOs, the projects were to be completed within six 

months. The NGOs were also required to submit quarterly progress reports along with payment 

vouchers to PBM. PBM disbursed grant of Rs.640,054 on April 03, 1999 to Anjumn Behbood-e-

Mareezan, Lahore and Rs.256,200 to Fundamental Human Rights and Rural Development 

Association, Badin on November 25, 2004 for purchase of equipments, furniture and ambulance. 

According to terms and conditions of the grants, the NGOs were required to furnish the utilization 

reports along with payment vouchers but same were not furnished. 

The PAO stated that the FIRs were lodged after voluminous correspondence. Now case against 

Anjumn Behbood-e-Mareezan, Lahore the NGO was in progress in the court and further action 

will be taken in the light of decision announced by the honorable court. As regard the court case 

of Fundamental Human Rights and Rural Development Association Badin, the honorable court 

decided to cancel the bails of accused by discharging their sureties. So the decision of the court 

was against the PBM. Hence the para may kindly be considered for settlement. 

PAC DIRECTIVE 

The Committee clubbed the para with Para # 201 till next PAC meeting. 

The Proceedings of the meeting ended with vote of thanks to the Chair. 

***** 
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PRIME MINISTER’S INSPECTION COMMISSION  
2006-07 

 
43. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Prime Minister’s Inspection 

Commission were examined by the Public Accounts Committee on 4th September, 2012. 

43.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

43.2  One grant was presented by the AGPR. 

43.3 The Committee settled the grant with the comments that there should be zero excess and 

zero saving in future. 
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PRIME MINISTER’S INSPECTION COMMISSION 
ACTIONABLE POINTS  

 
Actionable points arising from the discussion of the meeting of Public Accounts Committee held 

on 4th September, 2012, regarding Appropriation Accounts and Audit Reports for the year                 

2006-07 on account of Prime Minister’s Inspection Commission were summarized below. 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

1. GRANT NO.11- PRIME MINISTER’S INSPECTION COMMISSION  

The AGPR pointed out that a grant closed with a saving of Rs.8,524,195 worked out to 42.09%  

of the total grant. An amount of Rs.8,000,000 (39.50%) was surrendered leaving net saving of Rs. 

625,195 (3.08%). A supplementary grant of Rs.1,000 was sanctioned but not included in the 

supplementary schedule of authorized expenditure. 

The PAO explained that saving was occurred due to the fact that the amounts retained for meeting 

the expenditures of residential hiring of Senior Member PMIC and official inspection tour were 

not finally utilized.  

PAC DIRECTIVE 

The Committee settled the grant with the comments that there should be zero saving and zero 

excess in future. 

 

The proceeding of the meeting ended with a vote of thanks to the Chair. 

 

 

***** 
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MINISTRY OF PRIVATIZATION 
2006-07 

 
44. OVERVIEW 

 

 
Appropriation Accounts for the year 2006-07 pertaining to the Ministry of Privatization were 

examined by the Public Accounts Committee on 13th September, 2012. 

44.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

44.2  One grant was presented by the AGPR. 

44.3 The Committee settled the grant with the direction that there should be zero excess and 

zero saving in future. 
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MINISTRY OF PRIVATIZATION 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of Public Accounts Committee held 

on 13th September, 2012, regarding Appropriation Accounts for the year 2006-07 on account of 

Ministry of Privatization were summarized as under:-  
 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 
 

1. GRANT NO.98-PRIVATIZATION AND INVESTMENT DIVISION 
 

The AGPR pointed out that the grant closed with a saving of Rs.355,482,945,070 which worked 

out to 99.98 percent of the total grant. An amount of Rs.355,483,000,000 (99.98%) was 

surrendered resulting into an excess of Rs.54,930. 
 

The PAO explained that the excess and savings were occurred due to the reasons such as, vacant 

posts of some officers, revision of pay scale in July, 2005, sanction of 15% Dearness Allowance 

to all employees w.e.f. 1st July, 2006 and payment of deputation allowance, adhoc relief and other 

allowances, leave salary paid to family of deceased officer for which no funds were allocated and 

finally, due to non utilization of discretionary grant allocated for the Minister of States as the 

position remained vacant. 

PAC DIRECTIVE 

The Committee settled the grant with the direction that there should be zero excess and zero 

saving in future. 

 

The Proceedings of the Committee ended with a vote of thanks to the Chair. 

 

 

 

***** 
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MINISTRY OF PRODUCTION 
2006-07 

 
45. OVERVIEW 

 
 

Annual Audit Reports for the year 2006-07 pertaining to the Ministry of Production were 

examined by the Public Accounts Committee on 1st August, 2012. 

 

45.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

45.2  Forty paras were presented by the Audit. 

45.3 The Committee settled thirty two paras after the clarification given by the PAO and 

directed the PAO to pursue the court case vigorously.  

45.4 Regarding pending court cases the PAC was informed that 1067 cases were pending in 

court.  
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MINISTRY OF PRODUCTION 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 1st of August 2012, regarding Audit Report for the year 2006-07 on the accounts of 

Ministry of Production were summarized as under:- 
 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF PRODUCTION 
 FOR THE YEAR 2006-07 

 

AUDIT REPORT PUBLIC SECTOR ENTERPRISES 
FOR THE YEAR 2006-07 

 

Ghee Corporation of Pakistan (Pvt) Limited 

 

1. PARA-85.2, PAGE-151, ARPSE-2006-07 

The Audit pointed out that Trade debts and other receivable amounting to Rs.85.379 million 

included an amount of Rs.82.088 million on account of theft and pilferage of 3,971 M. Ton edible 

oil in  1992-93, due from M/s. Cosmopolitan Development Company Limited (CDC). A 

considerable period of fourteen years had been elapsed and claim was pending against CDC in 

Sindh High Court. Management was stressed to pursue the court case vigorously. 

The PAO stated that the suit No.734/93/GCP/Versus CDC was subjudice in Sindh High Court 

since last eight years and came up for hearing on number of occasions. GCP evidence andcross 

examination had been completed and case was adjourned for defendant (CDC) evidence. The 

High Court of Sindh had appointed Mr. Naeem Suleman Advocate as Local Commission at 

Karachi to record evidences/cross examination. The Court proceedings will be initiated after 

completion of evidence and submission of the same to Court. In view of nature of case, the Board 

of Directors of GCP in its meeting held on 24.09.2008 had decided to make a provision against 

receivable from CDC. However, now the case had been taken over by PIDC for further follow in 

view of liquidation of GCP. 

PAC DIRECTIVE 

The Committee pended the para till the decision of the Hon. Court. The Committee directed the 

PAO to pursue the case vigorously. 

2. PARA-85.3, PAGE-151, ARPSE-2006-07 

The Audit pointed out that an amount of Rs.160.694 million was due from three privatized units 

and there was no recovery during the year 2005-06. Early recovery from the privatized units was 

stressed. 

The PAO stated that the amount of Rs.160.694 million was recoverable from three privatized 

units namely (1) M/s. Suraj Ghee Industries Ltd., (2) M/s. Bengal Vegetable Ghee Industries Ltd. 

and (3) M/s. Haripur Oil Processing Industries. It is worthwhile to note that out of Rs160.694 

million, amount of Rs.33.855 million receivable from M/s. Bengal Vegetable Ghee Industries 

Ltd. was fully recovered. Accordingly, amount of GCP has been fully settled. The breakup of 
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balance amount of Rs.126.839 million receivable from two remaining privatized units. The case 

is still pending in the courts.  

PAC DIRECTIVE 

The Committee pended the para till the decision of the Hon. Court. The Committee directed the 

PAO to pursue the case vigorously. 

3. PARA-85.4, PAGE-151, ARPSE-2006-07 

The Audit pointed out that GCP holds 43% shares of Morafco Industries Limited. The operation 

of the Company had been ceased since May, 1997. Being a major share holding company, the 

Corporation was financing the Company to meet its current requirements. The Company 

sustained a net loss of Rs.0.846 million during the year 2005-06 as against Rs.1.125 million in the 

year 2004-05. Accumulated losses of the Company increased to Rs.837.930 million as on June 

30, 2006. Disposal of the subsidiary company is stressed. 

The PAO stated that the losses occurred by the Morafco Industries Limited for the year under 

review were due to the essentialand unavoidable fixed expenditure incurred on up-keeping of 

company's properties, security, utility bills, property tax, insurance, depreciation etc. 

He further informed the Committee that PC was being pursued regularly for an early privatization 

of the unit. PIDC vide its letter No.Fin/Morafco Priv/2010 dated 9th September, 2010 had also 

requested MOI&P to intervene in the matter for early privatization of Morafco. Upon further 

persuasion, the Ministry has already requested to the Privatization Commission for expeditious 

privatization process of Morafco vide its Office Memorandum dated September 23, 2010. In 

response P.C had reported vide letter dated 14.5.2011 that the real estate sector was currently 

undergoing serious depression in general and particularly chances of finding an investor for such 

large piece of land like Morafco are remote. 

PAC DIRECTIVE 

The Committee directed the PAO to pursue the Privatization Commission for privatization of 

MORAFCO Industries on immediate basis and granted one month. 

Heavy Electrical Complex (Pvt) Limited (HEC) 

4. PARA- 107.1, PAGE-189-190, ARPSE-2006-07 

The Audit pointed out that Cost of sales for the year 2005-06 was 91% of the total sales as against 

99% in the previous year 2004-05 resultantly the Company earned net profit of Rs.5.711 million 

in 2005-06 as against loss of Rs.26.571 million in 2004-05. Against the manufacturing capacity 

of 148 transformers, the Company manufactured 31 transformers and repaired 6 transformers 

during the year 2005-06. Efforts are required to utilize full manufacturing capacity.  

The PAO stated that the financial results of the company as indicated are correct and accepted. 

The financial results/indicators of the company are consistently improving for the last few years. 

It can therefore, be concluded that HEC management was making their best efforts to improve the 

operational results of the company. Regarding capacity utilization, it was worth mentioning that 

ADP releases to HEC have not only been late but very short than the project cost as per 
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requirement. Even working capital amount was not released to HEC and it was advised to arrange 

the same from Commercial Banks. Since, the project got very late, repayment of the scheduled 

loans of the company became due even before the factory went into commercial production. 

Therefore, the financial picture of the company was such that the banks did not agree to provide 

further credit to the company. As a result of unavailability of sufficient financial resources, the 

capacity utilization of the company remained very low. Moreover, HEC was established with full 

support and patronage of WAPDA under a sale-purchase agreement in which WAPDA had 

agreed to procure at least 85% of their requirement or 70 % of HEC designed capacity which ever 

is lower. This agreement, however, could not be implemented in letter and spirit because of 

WAPDA's own financial constraints. As a result, HEC was never loaded with orders according to 

its designed capacity. 

PAC DIRECTIVE 

The Committee directed the PAO to submit a comprehensive report on the issues of the company 

within one month. 

5. PARA-108.3, PAGE-192, ARPSE-2006-07 

The Audit pointed out that trade debts registered an increase of 51% from Rs.215.00 million as on 

June 30, 2005 to Rs.325 million as on June 30, 2006. This increase was accompanied by increase 

in provision for doubtful debts from Rs.25.274 million as on June 30, 2005 to Rs.41.314 million 

as on June 30, 2006. Creation of huge provision needs justification. 

The PAO stated that HMC produces long cycle products which may spread over 1-2 years period. 

Figure of trade debtors depend on the volume of sales and terms and conditions of payment with 

the customers. Reason for increase in debtors was due to increase in sales during 2005-06. 

Provision of Rs.16.04 million was made in the accounts for the year 2005-06 with the approval of 

Board of Directors. In-house inquiry was conducted and report verified by Audit on 31-05-2012. 

PAC DIRECTIVE 

The Committee settled the para subject to verification of the record by the Audit. 

6. PARA-108.4, PAGE-192, ARPSE-2006-07 

The Audit pointed out that an amount of Rs.138.424 million as on June 30, 2006 (Rs.11.287 

million in 2004-05) was payable to SEC Management Pension Fund against gratuity of officers. 

Non-disposal of this liability indicated that financial resources of Company were not being 

managed properly. Early payment of the amount is stressed upon the management. 

The PAO stated that The amount payable on account of gratuity increased due to revision of 

gratuity rules of officers. Matter was being taken up with SEC Management Pension Fund for 

payment of amount in installments. An amount of Rs. 35.880 million had been paid by the 

management to the trust as well as to the employees on final settlement of their dues. 

PAC DIRECTIVE 

The Committee settled the para. 

Enar Petrotech Services (Pvt) Limited 
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7. PARA-109.2, PAGE-194, ARPSE-2006-07 

The Audit pointed out that trade debts (unsecured) increased from Rs.7.310 million as on June 30, 

2005 to Rs.21.243 million as on June 30, 2006 registering an increase by 191%. Reasons of 

abnormal increase in trade debts may be elaborated and action taken to reduce the same.  

The PAO stated that the increase in trade debts was primarily due to payments stuck with some 

major clients i.e. NRL, OGDCL, MOL and Gastec. Concerted efforts were made to realize these 

outstanding payments. In this connection Ministry of Petroleum & Natural Resources (MP&NR) 

was being requested to help ENAR. Concerted efforts were being made by writing letter to 

MOP&NR requesting to realize the outstanding payments. However, any updated progress will 

be intimated to audit regularly. 

PAC DIRECTIVE 

The para was pended till next PAC meeting. 

AUDIT REPORT PUBLIC SECTOR ENTERPRISES 
FOR THE YEAR 2006-07 

Pakistan Automobile Corporation Limited 

8. PARA-88 PAGE-157, ARPSE-2006-07 

The Audit pointed out that Pakistan Automobile Corporation Limited (PACO) was a public 

unlisted company incorporated under the Companies Act, 1913 (now Companies Ordinance, 

1984) in 1973. The Corporation was incorporated with the primary objective of coordinating and 

supervising nationalized automobile and tractor companies. Currently its activities had been 

curtailed due to the change in Government of Pakistan’s policy towards deregulation and 

privatization, whereby certain associated companies and operating segment of a subsidiary 

company have been privatized. The role of the Corporation had been redefined and now it 

stimulates acquisition of foreign technology and investment in automobile sector in Pakistan 

through a subsidiary company namely Sind Engineering (Pvt.) Limited and manages investment 

in certain investment properties for capital appreciation and rental income and certain subsidiary 

companies. Pakistan Motor Car Company (Private) Limited, Republic Motors (Private) Limited 

and Sind Engineering (Private) Limited were wholly owned subsidiary companies of the 

Corporation. Audit recommended the para for settlement. 

PAC DIRECTIVE 

The Committee settled the para. 

9. PARA-88.1, PAGE 157, ARPSE-2006-07 

The Audit pointed out that the Corporation sustained loss before taxation of Rs.5.51 million in 

2005-06 as compared to loss before taxation of Rs.4.04 million during the previous year. This 

was mainly due to provision against impairment loss of Rs.11.22 million in 2005-06 as compared 

to reversal of provision of Rs.2.15 million during the previous year. The Corporation should 

make efforts for increasing operational activities as per redefined role and minimizing the 

operating expenses. 
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The PAO stated that the comparative working result of the Corporation for the financial year 

2005-06 and preceding year 2004-05 were depicted below reflecting the (provisions)/reversal of 

provisions which were omitted by the audit. It was evident that the Company had earned an 

operating profit of Rs.5.71 million during 2005-06. The operating profit Rs.5.71 million has been 

converted into accounting loss of Rs.5.51 million due to making provisions amounting to 

Rs.11.22 million by the auditors in accordance with accounting practice and the International 

Accounting Standard (IAS). 

He further stated that the other two companies M/s. Republic Motor Ltd., and Pakistan Motorcar 

Company (Pvt) Ltd, are non operational entities. The operating expenses of the corporation had 

been reduced with the reduction of its employees to only six (6). Efforts are also being made to 

further consolidate the operational activities and to reduce the operating expenses of the 

corporation. The General  & Admin. Expenses have been reduced to Rs.15.023 million during 

2006-07 compared to Rs.17.879 million during 2005-06. The salaries bill of employees has come 

down to Rs.8.673 million during 2006-07 compared to Rs.11.151 million in 2005-06. The 

corporation had earned income of Rs.37.038 million during 2006-07 compared to Rs.23.589 

million in 2005-06 and reported operating profit of Rs.20.774 million in 2006-07 compared to 

operating profit of Rs.5.71 million in 2005-06. Audit recommended the para for settlement 

PAC DIRECTIVE 

The Committee settled the para. 

Pakistan Motorcar Company (Pvt) Limited 

10. PARA-89, PAGE 159, ARPSE-2006-07 
The Audit pointed out that Pakistan Motorcar Company (Pvt.) Limited was incorporated in 1987 

as a private limited company under the Companies Ordinance 1984. The Company was a wholly 

owned subsidiary of Pakistan Automobile Corporation Limited (PACO). Until the financial year 

1989-90, main business of the Company was the sole distribution of certain Toyota brand 

vehicles, its spare parts and accessories in Pakistan.  

The Audit further pointed out that during the year 1992-93, the role and activities of the Company 

were redefined by the holding company PACO and a new programme namely “Yasoob” was 

assigned to the Company. The programme was based on indigenous vehicle series derived by 

integrating the best automotive parts and assemblies available in the international market. Due to 

certain reasons the project “Yasoob” could not meet success. During the year 2002-03, the 

Federal Government disapproved the revival of the project. At present Company was dormant 

and its only source of income is return on investment in certificates of investment and term 

deposits with banks and markup on long-term loans. 

The PAO stated that The company in line with its redefined role initiative of the then Chief of 

Army Staff and the directives of the then Prime Minister of Pakistan to meet the requirement of 

Ministry of Defence, PACO/PMC established the Yasoob project companies through 

Public/Private Joint Venture arrangements to manufacture indigenous "Yasoob Truck" for Pak 
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Army. The companies due to huge losses and liquidity crunch were later on closed down. The 

revival plan of Yasoob project companies put up to the Govt. was turned down and Govt. directed 

to liquidate the Yasoob project. Cases against the ex-Chairman PACO and the ex-MD Trans 

Mobile Ltd are pending in the NAB court Sindh. The petition filed by PACO and PMC for 

liquidation of Yasoob Companies is also pending with High Court of Sindh. 

PAC DIRECTIVE 

The PAC directed the PAO to pursue the court case vigorously. 

11. PARA-89.1, PAGE 159, ARPSE-2006-07 

The Audit pointed out that the Company sustained a loss of Rs.1.94 million during the period 

under review as against profit of Rs.0.41 million during previous year 2004-05. This was mainly 

due to 57% increase in expenditure over the previous year and decrease in income by 25% from 

Rs.3.15 million in the year 2004-05 to Rs.2.37 million in the year 2005-06. The accumulated 

losses of Rs.41.69 million on June 30, 2006 eroded 41% of equity of Company. 

The PAO stated that the losses of the company were accumulated to Rs.41.69 million as on 

30-06-2006 mainly due to the provisions of Rs.50.557 million on account of investments 

made in Yasoob project companies which were closed down and PMC has filed 

liquidation petitions in the High Court of Sindh on the directives of the Government. Cases 

against the ex-Chairman PACO and the ex-MD Trans Mobile Ltd are pending in the NAB court 

Sindh. The petition filed by PACO and PMC for liquidation of Yasoob Companies was also 

pending with High Court of Sindh. 

PAC DIRECTIVE 
The Committee pended the para till the decision of the Hon. Court. The Committee directed the 

PAO to pursue the case vigorously. 

Republic Motors (Pvt) Limited 

12. PARA-90, PAGE 161, ARPSE-2006-07 

The Audit pointed out that Republic Motors (Pvt) Limited was incorporated as a private limited 

company under the name of Pak Autos Limited. Thereafter, its name was changed to Haroon 

Industries Limited. Its name was again changed to Republic Motors Limited by the order of 

Federal Government under the provisions of Economic Reforms Order, 1972. Through the same 

order the Federal Government acquired all the shares of the Company. The Federal Government 

in 1974 transferred all the shares to Pakistan Automobile Corporation Limited (PACO).  

The Audit further pointed out that the Company was primarily engaged in automobile business at 

that time. However, under the joint venture agreement between PACO and Hinopak Motors 

Limited, its major operating assets were transferred to the later on February 01, 1986.  Presently, 

the Company is managing its real estates located at Lahore and operating a workshop at Lahore. 

PAC DIRECTIVE 

The Committee settled the para.  

13. PARA-90.1, PAGE 161, ARPSE-2006-07 
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The Audit pointed out that the Company earned profit before taxation of Rs.4.92 million in 2005-

06 as against loss before taxation of Rs.0.22 million sustained during the year 2004-05. This was 

mainly due to increase in rental income by Rs.1.84 million and decrease in operating expenses by 

Rs.3.12 million. Efforts are required to maintain the profitability of the Company. 

The PAO stated that there had been significant improvement in profit before taxation which 

increased to Rs.4.92 million in 2005-06 compared with the loss of Rs.0.22 million in 2004-05. 

The increase was attributable mainly to the increase in rental income and partly due to the 

reduction in operating expenses which reduced from Rs.9.75 million to Rs.6.63 million during the 

year under review. 

PAC DIRECTIVE 

The Committee settled the para.  

Sind Engineering (Pvt) Limited 

14. PARA-91, PAGE 162, ARPSE-2006-07 

The Audit pointed out that Sind Engineering Limited (SEL) incorporated in Pakistan was a 

wholly owned subsidiary of Pakistan Automobile Corporation Limited (PACO). The company 

was engaged in the assembly, import and sale of light/heavy commercial vehicles, fabrication of 

bus bodies, engineering and assembly of trucks, sale of parts and accessories and installation and 

servicing of elevators.The Company had been continuously suffering losses after switching over from 

Mazda to Dong Feng Vehicles because the latter failed to achieve acceptance and popularity in 

the local market. 

PAC DIRECTIVE 

The Committee settled the para.  

15. PARA-91.1, PAGE 162, ARPSE-2006-07 
The Audit pointed out that there was substantial decrease in net sales by 59.28% from Rs.226.90 

million in previous year to Rs.92.40 million during 2005-06 while cost of sales decreased by 

43.65%. Resultantly, the Company sustained a huge gross loss of Rs.49.86 million in 2005-06 

as against Rs.25.46 million in 2004-05. It is imperative to minimize the expenditure and 

increase the sales through a vibrant sales policy for the existence of the Company. 

Audit further stated that the financial charges increased from Rs.12.45 million in the previous 

year to Rs.16.22 million in the year under review showing an increase of 30%. The state of 

affairs pointed towards deteriorating financial and liquidity position of the company. All 

possible efforts should be made to control this trend through boosting sales. 

The PAO stated that The SEL was not involved in fabrication of bus bodies. The profit 

and loss statement in the audit comments for the year ended 30 June 2006 was based on the 

provisional accounts which differed from the audited figures. There has been significant 

improvement in profit before taxation which increased to Rs.4.92 million in 2005-06 compared 

with the loss of Rs.0.22 million in 2004-05. The increase was attributable mainly to the increase 
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in rental income and partly due to the reduction in operating expenses which reduced from 

Rs.9.75 million to Rs.6.63 million during the year under review. 

PAC DIRECTIVE 
The Committee settled the para.  

16. PARA-91.2, PAGE 163, ARPSE-2006-07 

The Audit pointed out that stock-in- trade slightly decreased by 10 % from Rs.175.01 

million as on June 30, 2005 to Rs.157.39 million as on June 30, 2006. Included therein was 

assembled vehicles valuing Rs.52.070 million. This was an indication of the fact that either the 

marketing policy of the Company was weak or the new products of the company failed to 

compete with other competitors in the market. 

The PAO stated that stock in trade at Rs.160.647 million reflected a decrease of 8.21 % as 

compared to Rs.175.007 million in the previous year. The total stock in trade also included 

assembled stock of vehicles valuing Rs.52.070 million. The finished stock remained stuck up 

due to lack of sales orders. 

PAC DIRECTIVE 
The Committee settled the para.  

17. PARA-91.3, PAGE 163, ARPSE-2006-07 

The Audit pointed out that trade debts stood at Rs.3.699 million as on June 30, 2006 after 

making a huge provision of Rs.24.931 million for doubtful debts, which was 87% of the debts. 

The reasons under which trade debts could not be adjusted/settled and reached to such a high level 

and became doubtful of recovery may be elucidated. 

The PAO stated that the net amount of trade debts was Rs.3.699 million as on June 30,  

2006.  The Company had provided a total provision of Rs 24.931 mill ion in the 

previous years on account of doubtful debts. The Company, as per the directive of PAC had 

initiated necessary recovery case against ACP which was referred to NAB. The NAB had 

expressed their inability to proceed as period in which the transaction took place is not covered by 

the Accountability Ordinance. SEL has already filed a case with Sindh High Court on 9th January 

2009. The case against New Dawn Autos was sent to FIA who did not initiate any proceeding 

against the accused on the grounds that the matter was subjuice and pending in the Court of Law. 

The same is pending in the Civil Court at Rawalpindi. 

PAC DIRECTIVE 

The Committee settled the para.  

 
18. PARA-92, PAGE 163, ARPSE-2006-07 

LOSS DUE TO DEDUCTION OF LIQUIDATED DAMAGES FROM INVOICES BY THE 
CLIENT ON LATE DELIVERY OF BUSES - RS.3.732 MILLION 

The Audit pointed out that Sind Engineering Limited received a purchase order from Special 

Education Department Government of Punjab, Lahore in September 2004 for supply of 59 Dong 

Feng buses for an amount of Rs.76.995 million. The Company failed to supply buses as per 
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schedule as described in the purchase order. Due to late delivery of the buses Special Education 

Department Punjab, Lahore deducted an amount of Rs.3.732 million from their invoices as 

liquidated damages. Audit was of the view that due to lack of vigilance and management control 

a loss of Rs.3.732 million was sustained by the Company. 

The PAO stated that due to severe financial crises, the Company could not make timely 

arrangement of funds to pay custom duty and other dues in respect of CKD consignment, which 

was meant to cater to the order. Consequently the consignment remained stuck up with the 

Customs and was finally released and made available for production in December 2004. Further, 

severe funding problems badly affected the supplies of parts and components causing delay in 

production and subsequent delivery of vehicles. 

PAC DIRECTIVE 

The Committee settled the para.  

Pakistan Industrial Development Corporation (Pvt) Limited 

19. PARA-93, PAGE 165, ARPSE-2006-07 

The Audit pointed out that Pakistan Industrial Development Corporation (Pvt) Limited (PIDC) 

was incorporated on January 1, 1985 under the Companies Ordinance 1984, pursuant to an order 

of the Federal Government. The business, projects, properties and all the shares held by Ex-

Pakistan Industrial Development Corporation in the capital of the managed companies and 

subsidiaries were transferred to and vested in PIDC w.e.f. April 1, 1985. The Company was 

established to set up/manage and/or run a project/ undertaking or business ventures on behalf or 

in collaboration with any person/organization in private/public sector (local/foreign). It also 

undertakes feasibility studies and surveys for setting up industrial units and activities incidental 

thereto. 

The PAO stated that The role of PIDC was redefined during 2004-05 and its board was 

reconstituted, headed by the Federal Minister for Industries, Production & Special Initiatives. 

According to its revived role, PIDC is now to be the primary vehicle for facilitating 

industrialization by creating enabling environments for different segments of industries. The then 

Prime Minister of Pakistan approved creation of two new companies each with a capital base of 

Rs.150 million. These two companies namely, (i) National Industrial Park Development and 

Management Company and (ii) Technology up-gradation & Skill Development Company are 

floated to revive Industrial Development and business activities. Pursuance to revised role of 

PIDC, new fully owned companies were setup under section 42 of the Companies Ordinance, 

1984 to facilitate & promote industrialization in country. 

PAC DIRECTIVE 

The Committee settled the para.  

20. PARA-93.1, PAGE 165, ARPSE-2006-07 

The Audit pointed out that during the year, Ministry of Industries, Production and Special 

Initiatives, Government of Pakistan  transferred 100% shares of State Cement Corporation of 
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Pakistan (Private) Limited (SCCP) to the Company in accordance with the decision 

communicated vide its letter dated November 03, 2004 to consolidate and improve management 

and for subsequent disposal of SCCP. Board of Directors of the Company also approved the 

same. The Company issued equivalent amount of shares i.e. 1,078,920 shares of Rs.100 each to 

GoP. Accordingly SCCP became subsidiary of the Company. However, financial statements of 

SCCP had not been consolidated for which Company had filed an application for the exemption 

under section 237 of the Companies Ordinance, 1984. 

The PAO stated that facts are reported by the Audit, hence we had no specific comments to offer. 

However, as pointed out by the Audit, the financial statements of SCCP were not consolidated 

with the financial statements of PIDC as it was placed under liquidation on 6th April, 2007 and 

finally liquidated on 23rd April, 2008. An exemption of the requirement 237 of the Companies 

Ordinance, 1984 was also granted by CLA vide their letter No.EMD/MISC/DIII/01/05-3722 

dated October 17, 2005. 

PAC DIRECTIVE 

The Committee settled the para.  

21. PARA-93.2, PAGE 165, ARPSE-2006-07 

The Audit pointed out that the Corporation earned profit of Rs.1,461.72 million during 2005-06 

as against profit of 1,744.53 million during the year 2004-05 registering a decrease of 16.21%. 

This was mainly due to a decrease in income by 25.25% from Rs.1,773.38 million during the year 

2004-05 to Rs.1,325.58 million during the period under review. The decrease in income was due 

to decrease in dividend income from Rs.1,657.538 million in 2004-05 to Rs.1,060.308 million in 

2005-06. The declining trend needs to be arrested. 

The PAO stated that the working results of PIDC have been correctly reported by Audit. The 

decrease in Pre-tax profit of PIDC was mainly due to reduction in dividend income of SCCP from 

Rs.1553.569 million to Rs.938.659. This dividend was mainly an “Accounting Adjustment” to 

settle the net amount of receivables & payables between PIDC & SCCP. 

PAC DIRECTIVE 

The Committee settled the para.  

 

 

22. PARA-93.3, PAGE 166, ARPSE-2006-07 

The Audit pointed out that the Corporation had investment properties valuing Rs.2,740.53 million 

included therein mainly PIDC House and land situated in Korangi Industrial Area valuing 

Rs.560.79 million and Rs.1,750.00 million respectively.Audit was of the view that the respective 

management should pay special attention towards the Corporation by introducing new profitable 

areas of business particularly utilization of land in Korangi area to maintain its operational and 

financial activities. 
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The PAO stated that A first class Industrial Park of International Standards was being developed 

on the Korangi Industrial Land. The task had been assigned to one of the subsidiaries of PIDC, 

National Industrial Park Development & Management Company (NIP). NIP has hired an 

internally reputable firm M/s. Jurang Consultants, Singapur who are working as its consultants for 

the project. The project was expected to be completed within next two years. 

PAC DIRECTIVE 

The Committee settled the para.  

23. PARA-94, PAGE 166, ARPSE-2006-07 
NON-RECOVERY OF RENT FROM UNAUTHORIZED OCCUPANTS OF BATH 
ISLAND FLATS – RS.1.127 MILLION 
 

The Audit pointed out that in Pakistan Industrial Development Corporation (PIDC) an amount of 

Rs.1.127 million was recoverable from eight persons on account of rent charges who were 

occupying PIDC flats un-authorizedly situated at Bath Island. Non-recovery of rent amounting to 

Rs.1.210 million reflected lack of vigilance and ineffective recovery management as neither the 

rent was recovered from tenants nor any legal action for vacation of the premises was taken. The 

issue was discussed in the DAC meeting held on November 10, 2007. The DAC directed the 

management to pursue the case for early recovery. 

The PAO stated that out of total outstanding amount of Rs.1,127,035 an amount of Rs.836,648 

had been recovered and verified by Audit and for the recovery of the balance amount of 

Rs.290,387 efforts were being made. 

PAC DIRECTIVE 

The Committee pended the para. 

PIDC MEDICAL CENTRE 

24. PARA-95, PAGE 168, ARPSE-2006-07 

The Audit pointed out that PIDC Medical Centre was established in 1959 and awarded corporate 

 status in February 1986 as a non-profit association incorporated as public company limited by 

guarantee. The principal activities of the Centre are to provide medical aid, medical relief and/or 

medical facilities on non-commercial basis to the employees of PIDC (Pvt) Limited, its units, 

subsidiaries, associated companies, and other state enterprises in particular and to public in 

general. 

PAC DIRECTIVE 

The Committee settled the para.  

25. PARA-95.1, PAGE 168, ARPSE-2006-07 

The Audit pointed out that the Centre earned surplus of Rs.0.31 million during the year 2005-06 

as against deficit of Rs.0.14 million during the preceding year 2004-05. This was mainly due to 

decrease in expenditure to Rs.2.29 million during the year 2005-06 as against Rs.2.73 million 
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during the preceding year. Resultantly there was slight decrease in accumulated losses by Rs.0.30 

million during the year under review.  

The PAO stated that the working results of PIDC Medical Centre (PMC) have been correctly 

reported. PIDC Medical Centre was established to provide outdoor medical services to PIDC 

employees and to the employees of other Public Sector Associated Companies on “no profit no 

loss” basis.  Due to privatization of most of the Public Sector Enterprises and implementation of 

VSS/GHS in holding Corporations, including PIDC, the patients of the Centre were drastically 

reduced, thus reducing its income.  However, due to various measures taken by the management 

the income of Centre during the year 2005-06 remain almost constant as compared to 2004-05. 

He further stated that it was worth mentioning that presently various measures have been taken 

by the management to recover full cost of services provide by the Centre to PMTF as about 80% 

cliental comes from this unit. The negotiated increase in rates of service charges @ Rs.10/- per 

patient per visit from PMTF employees w.e.f. 1st April, 2005 was bringing the Medical Centre (a 

non profit organization) to break even level. Resultantly, during the year 2005-06 the centre 

manage to earn a net profit of Rs.315,648 against loss of Rs.154,827 hence, now it is self 

sufficient. 

PAC DIRECTIVE 

The Committee settled the para.  

PIDC Talpur Textile Mills 

26. ITEM-10, PAGE 374, ARPSE-2006-07 
NON-COMPILATION OF ACCOUNTS 

 

The Audit pointed out that the PIDC Talpur Textile Mills failed to submit their audited accounts 

for the year 2003-04 to 2004-05 by the prescribed date of January 15, 2007. 

The PAO stated that Audited Accounts of M/s. Talpur Textile Mills for the year 2003-04 were 

submitted to Audit. The plant & machinery and land & building of TTM were sold out for Rs.7.1 

million and Rs.45 million respectively, hence its Accounts are not maintained/prepared by PIDC. 

PAC DIRECTIVE 
The Committee settled the para.  

PIDC DIR FOREST INDUSTRIES  

27. ITEM-11, PAGE 374, ARPSE-2006-07 
NON-COMPILATION OF ACCOUNTS 
The Audit pointed out that the PIDC Dir Forest Industries failed to submit their audited accounts 

 for the year 2002-03 to 2005-06 by the prescribed date of January 15, 2007. 

The PAO stated that all the plant & machinery of DFIC were disposed off in May, 2002 and the 

company went into liquidation. M/s. Rafaqat Babar & Company, Chartered Accountants were 

appointed the Liquidators of the company on 10th February, 2003. The company was finally 

liquidated on 29.02.2008 under the provisions of the Companies Ordinance 1984. After placing 

the company under liquidation, PIDC was neither maintaining any accounts of DFIC nor it was 

required to maintain any accounts of the company as per law.  
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PAC DIRECTIVE 

The Committee settled the para.  

State Cement Corporation of Pakistan (Pvt) Limited 

28. PARA-96, PAGE 169, ARPSE-2006-07 

The Audit pointed out that State Cement Corporation of Pakistan (Pvt) Limited (SCCP) was 

incorporated on August 11, 1973 as a private limited company under the Companies Act 1913 

(now Companies Ordinance 1984).  The Company was a holding company of Cement Companies 

and total issued and paid-up capital was held by the Federal Government of Pakistan. However, 

in March 2005, with the objective of merger and consolidation of Public Sector Corporations, the 

Company’s total paid up capital was transferred to Pakistan Industrial Development Corporation 

and it was converted into subsidiary of later pursuant to the approval for the Federal Government 

as conveyed vide MOIP&SI letter dated November 03, 2004. The Company was expected to be 

placed under liquidation shortly. 

The PAO stated that all the companies of SCCP had been privatized by Privatization Commission 

and SCCP was eventually placed under liquidation w.e.f. 6th April, 2007 and finally liquidated on 

23rd April, 2008 under the provisions Companies Ordinance 1984.  

PAC DIRECTIVE 

The Committee settled the para.  

29. PARA-96.1, PAGE 169, ARPSE-2006-07 

The Audit pointed out that the profit before taxation increased by 511.53 % to Rs.1,240.18 million 

during the year 2005-06 from Rs.202.80 million in the previous year. The increase in profit was mainly 

due to capital gain of Rs.1,131.19 million due to disinvestment of Mustehkum Cement Limited. The 

Corporation was holding of 10,757,382 shares in Mustehkum Cement Limited sold by the 

Privatization Commission. 

The PAO stated that Audit had enumerated the working results and profitability position of SCCP 

for the year 2005-06. No comments were required against this Para. Figures were correctly 

reported by the Audit. Since, the MCL was privatized by the Privatization Commission by selling 

its 100% shares of Rs.10/- each held by SCCP to the highest bidder @Rs.305/- per share on 

15.11.2005, resultantly, the other income of the SCCP increase during the year under review. 

PAC DIRECTIVE 
The Committee settled the para.  

 

30. PARA-97, PAGE 171, ARPSE-2006-07 

Audit pointed out that Pakistan Steel Mills Corporation (Private) Limited was incorporated in 

Pakistan on July 2, 1968, as a private limited company and was wholly owned by the 

Government of Pakistan. The Corporation is engaged in the manufacturing and sale of iron and 

steel products. Audit recommended the Para for settlement. 

PAC DIRECTIVE 
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The Committee settled the para.  

Pakistan Steel Mills Corporation (Pvt) Limited 

31. PARA-97.1, PAGE 171, ARPSE-2006-07 

The Audit pointed out that a comparative statement showing the Profitability, Liquidity, and Debt to 

Equity ratios, a decrease needs to be controlled and it was required at one point to be further 

minimized to lower the Organization’s reliance on debt, whereas on the liquidity status, the position 

seems to be satisfactory.  

The PAO stated in its reply on 03-04-2009, that Net profit after tax decreased mainly due to low 

capacity utilization and serious technical problems at COBP and less availability of imported 

coke. However, profitability was improved during subsequent years 2006-07 & 2007-08 and net 

profit was 10.55% and 5.84% of sales. Current ratio, (including Stock & Cash balances) in the 

year 2005-06 were at normal level. Whereas, the long term liability amounting to Rs.3.5 billion 

was discharged during 2007-08 and dividend paid to GoP amounting to Rs.1 billion out of cash & 

bank balances. Further, the amount of average Rs.10 billion was invested in Banks and interest of  

Rs. 750 million had been earned on deposits with banks i.e. average 7.5% return. The debt ratio 

further decreased during 2006-07 and 2007-08 to 59% and 53% respectively. 

PAC DIRECTIVE 

The Committee settled the para.  

32. PARA-97.2-(ARPSE-2006-07)  PAGE-171  

The Audit pointed out that the working results of the Corporation for the year 2005-06 as 

compared with those of the preceding years were explained by the PAO in a way that  the sales 

decreased by 32.99% from Rs.30.580 billion in 2004-05 to Rs.20.492 billion during 2005-06. 

The decrease in sales was due to decrease in sales volume as well as decrease in prices of 

products sold during the year under review. Despite decrease in sales, the cost of goods sold 

increased by 6.49% resultantly, gross profit of Rs.10.726 billion earned during 2004-05 was 

converted into gross loss of Rs.0.650 billion during the year 2005-06 which needs to be elaborated. 

The PAO stated that as a result of competition with imported products the prices were decreased 

and first eight months sales volume was decreased while in last four months it was around 

53% of the whole year. The main reason for increase of cost of goods sold was low capacity 

utilization and Rs.1.2 billion was charged to cost of goods sold on account of under capacity 

utilization. Further, due to problem of coke oven & by products plant (non availability of 

coke oven gas) cost of goods sold was increased. Also prices of main raw material have 

increased during 2005-06. However, the Corporation achieved 89% capacity utilization in term 

of raw steel during 2006-07 and earned a net profit after tax amounting to Rs.3.2 billion with 

12.3% Gross profit Ratio. The statement reveals that sales had increased during the year 2006-07 

and 2007-08 as compared to 2005-06. Further, the profitability position was also better.  

PAC DIRECTIVE 

The Committee settled the para.  
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33. PARA-97.3 PAGE-172 (ARPSE-2006-07)  

The Audit pointed out that the sale of scrap material increased from Rs.438.434 million of 

previous year to Rs.1,966.762 million during 2005-06 registering an increase by 348.59%. 

Abnormal increase in sale of scrap/defective material indicated loose quality control check over 

production process, which needs to be looked into. 

The PAO stated that the increase in sale of waste material is mainly Hot Metal Ladle Re-Lining 

(HMLR) & Runner scrap, which is waste item and not main product.  Thus, it is not 

defective material. However, the scrap materials are sold according to the market 

conditions to fetch best prices & for getting optimum benefit to the organization. The 

scrap and waste materials were accumulated over the years. 

PAC DIRECTIVE 

The Committee settled the para.  

34. PARA-97.4, PAGE-173 (ARPSE-2006-07)  

The Audit pointed out that the position of plant capacity and actual production of steel products 

over the last four years was given and according to that it was evident that the overall 49% 

of production capacity was utilized during 2005-06 against 80% during the year 2004-05 and 

82% during the year 2003-04. Under-utilization of capacity by 51% during the year 

2005-06 needs to be justified. 

The PAO stated that the capacity utilization of a Steel Mill was not evaluated on the basis of 

overall (Total of all production units) capacity utilization as had been indicated in the Audit 

Comments. The capacity utilization of a Steel Mill is evaluated on the basis of capacity utilization 

of raw steel at Steel Making Department (SMD). For capacity utilization, Raw steel remained at 

94%, 89% & 62% respectively during the years 2003-04, 2004-05 and 2005-06.  

The PAO further stated that the less capacity utilization during 2005-06 was mainly due to 

technical problem and unprecedented breakdown/damage of the Coke Oven Batteries, which 

already started in April 2005 reducing the product of Coke to less than 50%. It was evident that 

main constraint for achievement of approved target for the year 2005-06 has been lesser 

availability of Coke from Batteries than envisaged in the approved budget. 

PAC DIRECTIVE 
The Committee settled the para.  

 
35. PARA-97.5 PAGE-173 (ARPSE-2006-07)  

The Audit pointed out that though coke is the major product but production capacity utilized 

during 2005-06 was only 16% as there were some technical problems in coke oven batteries 

indicating the fact that PSM had not undertaken contingency planning/proper maintenance in 

order to continue its operations which was a fault on the part of the management and needs 

justification. 

The PAO stated that Pakistan Steel Management remained aware of the deteriorating 

condition of Coke Oven batteries and accordingly included its capital repair/revamping 
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plan in BMR&E Program, which had to be shelved as instructed by MOIP, in line with 

decision of Government of Pakistan to privatize Pakistan Steel on Fast Track. 

The PAO further stated that COBP suffered unprecedented breakdown/damage of the Coke Oven 

Batteries which had already started in April 2005 reducing the product of coke to less than 

50%. Prior to preparation and finalization of production budget for the fiscal year 2005-

06, unprecedented problems at Coke Oven batteries had already started in April, 2005, 

reducing production of coke to less than 50%. Simultaneously, international tender was 

floated on May 15, 2005 to complete repair/revamping of batteries. Response from 

potential bidders was discouraging due to the then on going privatization of Pakistan Steel. 

Single offer, received after four extensions in tender, was opened on September 2, 2005. 

Due to excessively high price quoted by the single bidder (US$ 63 million), tender was 

scrapped on Jan 30, 2006. Fresh tender was floated on Feb 05, 2006 and opened on May 17, 

2006. Offers of two Ukrainian firms were received. Complete repair/revamping work of 

both batteries, one by one was awarded to M/s Concord Industrial Project   Ltd., Ukraine 

on competitive basis at US$:23 million. The Re-constructed Battery No. 2 had since been 

completed and commissioned on Oct 04, 2008, which is operating satisfactorily It was 

pointed out that similar observation regarding non-achievement of production target Rs. 

2,790.37 million was taken up by Audit under Para # 126 for the Audit Report Public Sector 

2005-06, and discussed by PAC on 18.12.2008. 

PAC DIRECTIVE 

The Committee settled the para.  

36. PARA-97.6 (ARPSE-2006-07) PAGE-173 

The Audit pointed out that cash was generated from operating activities decreased by 97.02% as 

compared to the previous year. This also shows that the cash inflow position from the operating 

activities was worse as compared to cash inflow from investing activities and needs to be 

improved. However, cash outflow from financing activities decreased by 44.32% during 2005-06 

as compared to the previous year.  

The PAO stated that the comparative position of Cash Flow in the subsequent year was provided, 

which showed that a cash inflow during 2006-07 and 2007-08 had improved over 2005-06. 

However, during the year 2007-08, cash outflow was higher due to discharging of long 

term liability amounting to Rs.3.5 billion and payment of dividend amounting to Rs.one 

billion GoP.  

PAC DIRECTIVE 

The Committee settled the para.  

37. PARA-98 (ARPSE-2006-07) PAGE-174 
IRREGULAR/UNJUSTIFIED PAYMENT OF BONUS DESPITE HUGE OPERATING 
LOSS - RS.155.169 MILLION  
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The Audit pointed out that Finance Division vide OM No.F.3(5)R.12/80(R.14)/2002-154 dated 

March 18, 2002 instructed that the payment of bonus to the employees of autonomous / semi 

Autonomous/ Public Sector / Corporations / Organizations will be made only when the 

organization earns operating profit. 

Audit further pointed out that contrary to the above instructions, the management of Pakistan 

Steel Mills (PSM) paid Rs.112.030 million to officers, Rs.43.038 million to staff and Rs.0.092 

million to deputationists (totaling Rs.155.169 million) despite the fact that the Corporation 

sustained a huge operating loss of Rs.1,897.653 million during the year 2005-06. The irregular 

payment was reported to the management on March 31, 2007. In their reply dated June 11, 2007, 

the management stated that bonus was allowed / given as per West Pakistan Industrial and 

Commercial Employment Ordinance 1968 and Section 87-C of the Companies Act. 1913. The 

reply was not convincing as both the laws referred to in the reply allow bonus only in case the 

organizations generate profit. 

The PAO stated that the matter was taken up with the Ministry of Finance for regularization of 

payment of Bonus. As a result of  correspondence with the Ministry, the Section Officer MOI&P 

has informed on 30.05.2009, which is reproduced below: - 

“ the subject matter was taken up with Deputy Financial Advisor (I&P) who informed that 

as per instruction of Finance Division, the irregularities approved and printed in the audit 

reports of the Auditor General, should not be regularized by the Finance Division unless the 

same had been discussed by the PAC and any specific directions are given by the PAC. In 

this case, the audit para, under reference, has been printed in the Auditor General’s Report 

for the year 2006-07 and Organization is not in a position to regularize the proposed 

expenditure.” 

The Chairman and Board of Directors of Pakistan Steel are competent to approve the payment as 

per Memorandum of Article of Association of Pakistan Steel under clause-111. The Board of 

Directors has approved the Audited Accounts for the year ended 30th June, 2006 alongwith all the 

items including provision for bonus on 27.10.2006. 

PAC DIRECTIVE 

The Committee settled the para.  

 
 
38. PARA-99, PAGE 174, ARPSE-2006-07 

LOSS DUE TO IRREGULAR AWARD OF CONTRACT - RS.1.888 MILLION 
The Audit pointed out that Purchase Department of PSM floated press tender on C&F basis for 

the procurement of 2,800 Nos of Nozzle Proportioning Dia 60mm on February 28, 2006. Three 

parties participated and Technical Committee found offers of M/s. Anas Marketing Techniques @ 

US$ 6.93 per nozzle and M/s. Win Traders Karachi @ US$ 16.50 per nozzle technically 

acceptable. The technical/commercial evaluation committee in the meeting held on April 06, 

2006 recommended that quoted price of the 1st lowest bidder M/s. Anas Marketing was 58.62% 
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less than Last Purchase Price (LPP) dated July 11, 2005, but they were untried/untested source. 

Hence committee was of the opinion that 50% tendered quantity @ US$ 6.93 per nozzle to be 

reserved for this source subject to satisfactory performance. Remaining 50% tendered quantity @ 

US$ 16.50 per nozzle was recommended for placement of purchase order on the 2nd lowest M/s. 

Win Traders being tested/tried source. 
 

Audit further pointed out that M/s. Anas Marketing delivered free of cost samples on May 31, 

2006. According to the decision of technical committee dated April 06, 2006, both suppliers were 

informed for acceptance of 50% tender quantity through fax on  April 12, 2006. However, M/s. 

Win Traders offered revised increased price on the contention that their offer of rates was for 

entire quantity. In case of 50% quantity minimum price will be US$ 17.00 per piece. Committee 

changed their earlier decision and decided to place purchase order for 90% quantity @ US$ 16.50 

per nozzle to M/s. Win Traders and for 10% quantity @ US$ 6.93 per nozzle to M/s. Anas 

Marketing Techniques. Accordingly the purchase of 90% quantity was made through second 

lowest and 10% quantity from 1st lowest bidder. 

The PAO stated that in this case, tender for supply of 2800 Nos. Proportioning Nozzle Dia 60 mm 

was opened on 28.02.2006. 03 parties participated. One offer from M/s. Win Traders Karachi was 

tested/tried source and 02 offers viz: M/s. Grid Pakistan Limited and M/s. Anus Marketing were 

from new sources whose material had not been previously used at Plant (SMD). Since, the quoted 

price of M/s Anas Marketing was 58.62% less than LPP, Technical/ Commercial Evaluation 

Committee reserved 50% tender quantity of M/s Anas Marketing instead of 10% tendered 

quantity. The stock of Proportioning Nozzle was available upto Nov, 2006. Also the offer validity 

was expiring 28.05.2006. M/s Anas Marketing 1st lowest bidder did not respond properly for 

providing of required FOC samples in spite the time allowed over sixty days was already expired 

on 12.05.2006. Keeping in view the facts and sensitivity of Plant to avoid production losses, the 

Technical /Commercial Evaluation Committee on 22.05.2006 recommended 10% tendered 

quantity to be reserved for 1st lowest bidder (new/untried source) subject to satisfactory 

inspection/  performance of the awaited free of cost samples and recommended 90% tendered 

quantity on 2nd lowest bidder (tested/tried source).   

PAC DIRECTIVE 

The Committee settled the para.  

39. PARA-100, PAGE 176, ARPSE-2006-07 
AVOIDABLE EXPENDITURE DUE TO HIRING OF AIR COMPRESSOR FROM A 
PRIVATE PARTY – RS.2.497 MILLION 

 

The Audit pointed out that the management of PSM awarded a contract to M/s. Ibrahim 

Contractors and Transporters on April 30, 2003 for hiring an air compressor for a period of four 

months to work at Makli Lime Stone Project at a total amount of Rs.1,195,200. The contract was 

later on extended upto December 01, 2005. Total financial impact for the period w.e.f April 30, 
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2003 to December 01, 2005 worked out to Rs.9.262 million. The Corporation had two 

compressors, which had gone out of order due to non-maintenance and repair.  

Audit further pointed out that the management of PSM admitted that PSM incurred only extra 

amount of  Rs.1,664,870  by showing/deducting  the expenses of Rs.6,659,480, which  were to be 

incurred if they had used their own compressor. Audit was of the view that the management also 

calculated an amount of Rs.832,435 being 10% depreciation charged in case of use of their own 

compressor. The contention of the management was not correct as the compressor had completed 

its life and no depreciation was to be calculated except maintenance charges, which had already 

been taken into account. Thus management sustained a loss of Rs.2,497,305 i.e. (Rs.1,664,870 

admitted by the management plus Rs.832,435 charged wrongly as depreciation). 

The PAO stated that the Air Compressor was deployed at Makli limestone project (MLP) to 

carryout the drilling and blasting operation at site. When the deployed Compressor at MLP 

became out of order due to major break down it was inspected by team of condemnation cell of 

Pakistan Steel who declared it as condemned being uneconomical repairs. Accordingly, a case for 

procurement of new air compressor was initiated by Mineral Development Department (MDD) 

on 19.11.2002 through Purchase Department. The delivery date was extended four times with late 

delivery charge on the request of supplier and the said compressor was delivered to Pakistan Steel 

on 10.04.2004. The performance of Air Compressor was not found as per indented specifications, 

as such Inspection Department issued rejection note, although on the request of M/s VPL the 

functional test carried out thrice in presence of the local and foreign consultants of M/s VPL but it 

failed to give required air pressure. Finally 10% PBG amounting to Euro 3554/83 equivalent to 

Rs.2, 69,160 was forfeited on 18.04.2005. 

The PAO further stated that several meetings and detailed discussion/ correspondence between 

officials of Pakistan Steel were held, upto September, 2006. In response M/s VPL offered a new 

brand compressor with higher capacity at an additional payment of Rs. 8,29,329 but finally 

Pakistan Steel rejected the additional payment offer of M/s VPL. The said compressor was 

demanded by Raw Material Handling Department (RMHD) on 02.04.2007, where the same is 

working satisfactory as the required working pressure at RMHD was less. 

PAC DIRECTIVE 

The Committee settled the para.  

 
40. PARA-101 (ARPSE-2006-07) PAGE-178 

LOSS DUE TO NON REPLACEMENT OF REJECTED CENTRIFUGAL MOTOR 
PUMPS - RS.1.434 MILLION 
The Audit pointed out that Clause-12 of Purchase Manual 2002 (under payment clause in case of 

C&F basis) of Pakistan Steel clearly states that the supplier shall replace the defective goods free 

of cost at consignee’s end with in 12 weeks of being informed of the defects by Pakistan Steel 

Mills. Purchase Department of Pakistan Steel Mills floated press tender for the procurement of 

Centrifugal Motor Pumps with due date May 12, 2005.  The offer of M/s. Al Nawaz Metal 
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Trading UAE through local Agent M/s. Urooj International, Karachi was found the lowest and 

technically qualified for purchase of four pumps (ZPVR-6) type at total C&F price of US$ 17,124 

equivalent to Rs.1,024,015 and with taxes landed cost was calculated as Rs.1,433,621. 

Audit further pointed out that the purchase order was issued to M/s. Al Nawaz Metal Trading 

UAE on September 09, 2005. LC was established on October 04, 2005. The pumps supplied by 

M/s. Al Nawaz Metal were rejected by the Inspection Department on February 01, 2006 due to 

supplied motor capacity being 5.5 KW instead 7.5 KW and no replacement received from the 

supplier. Thus Corporation sustained a loss of Rs.1.434 million due to non-receipt/replacement of 

rejected items. The Performance Bank Guarantee (PBG) expired on October 31, 2006 and the 

pumps set supplied by M/s. Al Nawaz Metal Trading UAE were not replaced.  

The PAO stated that the said pump motor as already technically accepted by Technical 

Evaluation Committee (Power), was rejected by Inspection Department vide rejection Note dated 

01.02.2006 on the basis that motor capacity was 5.5 KW instead of 7.5 KW. Due to overlooking 

the Purchase Order wherein it was mentioned “the accepted brand of pump (3/2 C-AH Rubber) 

with 5.5 KW motor”, the Inspection Department erroneously rejected the material. The matter 

was brought into notice of manufacturer/supplier M/s CH Warmen Slurry Technologies. In 

response they intimated that the supplied model of pump (3/2 C-AH Rubber) has been designed 

with 5.5 KW motor, i.e efficient enough to operate the pump under the specified parameters of 

discharge head & flow. In order to resolve the issue created due to human error in respect of 

technical inspection by Inspection Department, the case for re-inspection of the item, on the basis 

of accepted brand by TEC (Power) was prepared for approval from concerned Director. 

Afterwards the pumps were re-inspected by Inspection Department and accepted vide acceptance 

Note dated 17.08.2007.  

PAC DIRECTIVE 

The Committee settled the para.  

***** 
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MINISTRY OF RAILWAYS 
2006-07 

 
46. OVERVIEW 

 
 

Appropriation of Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Railways was examined by the Public Accounts Committee on 23rd May, 2012,               

12th July, 2012 13th September, 2012 and subsequently on 10th January, 2013. During the 1st round 

of PAC meeting the Committee issued its directions and the other rounds of PAC meetings were 

held to ensure the implementation of PAC directives issued during the previous rounds. 
 

46.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

46.2  Two grants and thirty three paras were presented by the AGPR and Audit. 

46.3 All grants and twenty two paras were settled by the Committee after the justification 

given by the PAO. 

46.4 In some paras, the Committee directed the PAO that further progress of the court cases be 

provided to the Audit. 

46.5 The Committee further directed the PAO to recover the full amount and apprise the PAC 

regarding latest position of recovery.  

46.6 Regarding pending court cases the PAC was informed that 44 cases were pending in 

court.  

46.7 The Committee expressed displeasure for purchase of vehicles worth Rs.2.77 Million for 

use of Federal Minister for Railways and spending Rs.4.013 Million on accounts of 

P.O.L and CNG at the time when Pakistan Railways was suffering from serious financial 

crisis.  
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MINISTRY OF RAILWAYS 
ACTIONABLE POINTS 

Actionable points arising from the discussion of the PAC meeting held on 23rd May, 2012,               

12th July, 2012,  13th September, 2012 and subsequently on 10th January, 2013 pertaining to 

Ministry of Railways on Examination of Appropriation Accounts and Audit Reports for the year 

2006-07 were summarized as under:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-I 2006-07 

1. GRANT NO.101 PAKISTAN RAILWAYS 
 

The Financial Advisor and Chief Accounts Officer, Pakistan Railways stated that the grant had 

closed with an excess of Rs. 2593.226 million which worked out to 8.19% of the total grant. An 

amount of Rs.1521.451 million was surrendered leaving net excess of Rs.2593.226 million. A 

supplementary grant of Rs.1993.212 million was sanctioned but not included in supplementary 

schedule of authorized expenditure. 

The PAO stated that the major excess amount to Rs.2996.611 million was under charged portion 

on account of repayment of domestic debt (overdraft) was deducted at source by the State Bank 

of Pakistan.  

PAC DIRECTIVE (12-07-2012) 

The Committee settled the grant by expressing displeasure on the poor financial management of 

all the concerned. 

2. GRANT NO.172-CAPITAL OUTLAY ON PAKISTAN RAILWAYS 
SAVING RS.466,826,000/ 
The AGPR stated that the grant closed with a saving of Rs.466,826,000 which worked out to 

6.68% of the total grant. 

The PAO stated that the entire saving was surrendered in time. The PAO further stated that a 

supplementary grant of Rs. 8,000,000 was taken for Railway Crossing at Mausa Wali and 

Wandhi Ditta Mochi in Mianwali District and an amount of Rs. 7,163,000 was utilized on three 

Railway Phataks, District Attock.  

PAC DIRECTIVE (23-05-2012) 

The Committee settled the grant with the instructions that there should be zero saving and zero 

excess in future as well. 

AUDIT REPORT ON THE ACCOUNTS OF PAKISTAN RAILWAYS 
FOR THE AUDIT YEAR 2006-07 

1. PARA 1.2, 2006-07 
NON-COLLECTION OF RS 96.096 MILLION ON ACCOUNT OF REVENUE SHARE 

 

The Audit pointed out that as per clause 6.1 of the lease agreement executed between Pakistan 

Railways and Royal Palm Golf and Country Club, the latter was required to pay Revenue share 

equivalent to ten percent (10%) of the gross receipts or the minimum guaranteed fee, whichever 

was greater.  
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The Audit further pointed out that on contrary to the above, the lessee did not pay Rs 96.096 

million on account of 10% Revenue share for the period 2005-06 to Pakistan Railways up till 31st 

March, 2007 (date of inspection).  The state of affairs reflects contract management’s failure as 

Railway administration could not get the contractual obligations fulfilled. 
 

The PAO stated that 10% revenue share on gross receipts for the year 2005-06 amounting to Rs 

93.84 million along with late charges at the rate of 12% per annum amounting to Rs 16.038 

million had been received. 
 

The Audit informed the Committee that an amount of Rs.93.84 million had been recovered from 

Royal Palm Golf Club on account of Revenue Share. Documentary evidence in support of the 

remaining recoverable amount of Rs.2.256 million has not been furnished to Audit for 

verification.  

The Audit requested that Railway management may apprise the PAC about the latest status of 

remaining recoverable amount and further progress of the Court case and PAC may like to issue 

appropriate directive. 
 

PAC DIRECTIVE 13.08.2011 

The Committee pended the para till its next meeting. 

PAC DIRECTIVE 23.05.2012 

The Committee directed the Audit to discuss the para in the DAC meeting which will be taken up 

again in its next meeting. 
 

PAC DIRECTIVE 13.09.2012 

The Para was referred back to DAC, if the DAC satisfy then Para stand settled. (The Committee 

clubbed the Para 1.2 and 1.3). 

PAC DIRECTIVE (10-01-2013) 

The Committee settled the para subject to verification reconciliation with the Audit. 
 

2. PARA 1.3, 2006-07 
LOSS OF RS 25.660 MILLION DUE TO NON-RECOVERY OF VALUE OF 32 
BUNGALOWS FROM THE LESSEE 

 

The Audit pointed out that Para 807(3) of Pakistan Railway General Code provides that 

Government revenues should not be utilized for the benefit of a particular person. Railway 

administration invited bids for leasing out Railway Golf Club comprising 103 acres of land in 

2000. The administration illegally and unjustifiably provided 41 acres (approx.) additional prime 

land by demolishing Railway residential colony to the lessee. The bungalows were constructed 

during the period 1910 to 1963 and value of old structures worked out to Rs 25.660 million, 

which was not recovered from the lessee. This was the nominal cost; whereas the replacement 

cost worked out to Rs 240 million (approx). In fact the bungalows located in heart of the city on 

right bank of canal, were occupied by senior officers and were well maintained. Besides, 

demolition cost was also borne by Railway administration. Furthermore, the record pertaining to 
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the released material comprising bricks, fittings etc., including prestigious wooden articles, was 

not produced for audit scrutiny.  
 

The PAO stated that dilapidated Bungalows along canal bank adjacent to Golf Club were not 

handed over to the lessee. In fact, these were demolished and released material was taken into 

custody by the concerned Divisional Office for proper accountal prior to handing over the 

possession of property to lessee. 
 

The Audit informed that detailed comprehensive reply, incorporating the accountal and disposal 

of released material duly supported by documentary evidence, in compliance of DAC 

recommendation dated 03.04.2009, may be furnished to Audit for examination/verification. Audit 

suggested that Railway management may apprise the PAC regarding action taken in compliance 

of PAC directive dated 12.07.2012 and further progress of the Court case and PAC may like to 

issue appropriate directive. 

PAC DIRECTIVE 13.08.2011 

The committee pended the Para till its next meeting. 

PAC DIRECTIVE 23.05.2012 

The Committee directed the Audit to discuss the para in the DAC meeting which will be taken up 

again in its next meeting. 

PAC DIRECTIVE 13.09.2012 
 

The Para was referred back to DAC, if the DAC satisfy then Para stand settled. (The Committee 

clubbed the Para 1.2 and 1.3). 

PAC DIRECTIVE 10-01-2013 

The Committee settled the para subject to verification from the Audit. The portion of the para 

which was in the Court, be clubbed with court cases paras.  

3. PARA 1.4, 2006-07 
PENALTY OF RS 12.279 MILLION AND US$ 29,260 ON ACCOUNT OF LATE 
PAYMENT CHARGES 

 

The Audit pointed out that Clause 32.1 of the lease agreement executed between Railway 

administration and Royal Palm Golf and Country Club provides that in case of default of any 

payment the latter was under obligation to pay late payment charges @ 12% per annum. Audit 

observed that the lessee did not pay late payment charges of Rs. 12,278,850. Audit directed the 

management to recover the late payment charges immediately. 
 

The PAO stated that Rs 19.885 million and US$ 17,324 have been recovered on account of late 

charges. 
 

The Audit informed that an amount of Rs.16.038 million and US$ 23,823 had been recovered on 

account of late payment charges. Documentary evidence in support of the remaining recoverable 

amount of US$ 5,437 had not been furnished to Audit for verification. 
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The Audit suggested that Railway management may apprise the PAC about the present status of 

remaining recoverable amount and further progress of the Court case and PAC may like to issue 

appropriate directive. 

PAC DIRECTIVE 13.08.2011 

The committee pended the Para till its next meeting. 

PAC DIRECTIVE 23.05.2012 

The Committee directed the Audit to discuss the Para in the DAC meeting which will be taken up 

again in its next meeting. 

PAC DIRECTIVE 12.07.2012 

The Committee directed the PAO to provide the required record/documents to Audit for 

verification within one week. 

PAC DIRECTIVE (13.09.2012) 
The Para was referred back to DAC. The Committee directed the PAO that further progress of the 

Court case be provided to Audit within one week which will be again taken up in the next PAC 

meeting. 

PAC DIRECTIVE (10-01-2013) 
The Committee settled the para subject to verification from Audit. The Committee further 

directed that a report be submitted to the PAC Secretariat. 

5. PARA 1.5 – AR-2006-07 
NON-RECOVERY OF RENTAL CHARGES AMOUNTING TO RS 764,000 FROM A FIRM 
 

The Audit stated that Clause 1.8 of the agreement executed between Pakistan Railways and M/s 

Ad-Vision Communications (Private) Limited on 13th March, 2001 stipulates that Pakistan 

Railways shall provide a suitable space to the latter for Transmission Control Room at Railway 

premises, on monthly advance rent of Rs 40 per square foot in case of covered space and Rs 25 

per square foot in case of open space. 

It was observed that the firm did not pay the rent regularly in respect of area provided to them at 

Railway Station and Sick Lines, Lahore. This resulted in accumulation of rent amounting to 

Rs 763,951 up till June 2006. The contractor was still running his business despite not abiding by 

terms and conditions regarding payment of rental charges. 

 

DAC in its meeting dated 10.11.2007 took serious view of the fact that the firm was still working 

despite default and directed to re-advertise the contract and ensure recovery of Railway dues. 
 

The PAO explained that case was subjudice in the court of law. Last date of hearing was 24-9-

2011 and the case has been decreed in the favor of Ministry, therefore recovery will be made. 
 

PAC DIRECTIVE (23-05-2012) 
The Committee granted two weeks time for recovery of the rental charges. 

PAC DIRECTIVE (12-07-2012) 
The Committee directed the PAO to provide the required records/documents to the Audit for 

verification within one week. 

PAC DIRECTIVE (13-09-2012) 
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The Committee pended the para due to non-recovery of the subject amount and directed the PAO 

to pursue court cases vigorously and submit report to the PAC. 

6. PARA 2.1 – AR – 2006-07  
NON-RECOVERY OF RENTAL CHARGES AMOUNTING TO RS 13.645 MILLION 
 

The Audit stated that Para 316 (a) of Pakistan Government Railway Code for the Accounts 

Department stipulates that “the amounts due to the Railway for services rendered, supplies made, 

or for any other reason, were correctly and promptly assessed and recovered as soon as they fall 

due”. 

The Audit further stated that on the contrary, it was observed that Railway administration did not 

recover an amount of Rs 13.645 million on account of rental charges from the owners of tanneries 

at Kasur for the period July 1985 to June 2006. Neither Railway administration could recover 

rental charges nor get its land vacated despite lapse of 21 years. 
 

The PAO informed that amount was recovered regularly. The PAO also intimated that an amount 

of Rs. 4.814 million had been recovered and the same has been verified by Audit. 

PAC DIRECTIVE (23-05-2012) 

The Committee granted two weeks time to recover the remaining amount.  

PAC DIRECTIVE (12-07-2012) 

The Committee directed the PAO to provide the required records & documents to the Audit for 

verification within one week. 

PAC DIRECTIVE (13-09-2012) 

The Committee directed the PAO to recover the full amount and apprise the PAC regarding latest 

position of recovery. 

7. PARA 2.2, AR-2006-07 
EMBEZZLEMENT AMOUNTING TO RS 1.465 MILLION IN RECOVERING RENTAL 
CHARGES 
 

The Audit pointed out that the rental charges of Khokha shops amounting to Rs 1.465 million 

were recovered by the staff of the Divisional Engineer (Property & Land), Rawalpindi during the 

period 2000-01 to 2005-06 but embezzled by issuing fake receipts to the lessees. Railway 

administration appointed an inquiry committee to probe into the matter; which categorically 

established and proved the fraud against three officials in January 2007 and recommended to take 

disciplinary and criminal action against them.    

The PAO informed on 09-05-2012 that Rs.10,000 and Rs.14,000 had been recovered from the 

pay of Syed Arif Hussain Shah Ex.Land Inspector Rawalpindi and Aftab Ahmad Ex. Naib Qasid 

land branch Rawalpindi respectively. The FST Islamabad had granted Stay Order on 10-01-2012 

and till further orders of the Court no recovery shall be effected and the next date of hearing was 

23-05-2012 and 05-07-2012 in respect of the Syed Arif Hussain Shah Ex.Land Inspector 

Rawalpindi and Aftab Ahmad Ex. Naib Qasid land branch Rawalpindi respectively. 

PAC DIRECTIVE (13-09-2012) 
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The Committee directed the PAO to intimate further development of the Court cases to the Audit 

and to the PAC Secretariat. 

8.   (i) PARA 3.1 – AR – 2006-07 
LOSS OF RS 11.888 MILLION DUE TO PROCUREMENT OF DEFECTIVE MATERIAL 
AND RESULTANT DAMAGE TO LOCOMOTIVES DURING TRIAL 

The Audit pointed that according to Purchase Order dated 30th June, 2005, 30% quantity of the 

material was required to be supplied in the first instance and balance after performance report of 

the material. Furthermore, material was covered by warranty for a period of 18 months from the 

date of shipment or 12 months from the date of placement in service, whichever was earlier. 

Audit further pointed out that Railway administration ordered for procurement of 17600 High 

Friction Brake Shoes at Free On Board (FOB) cost of US$ 140,800 (Rs 8,377,600) in June 2005. 

Total landed cost worked out to Rs 11.132 million. The firm supplied 30% quantity in September 

2005. The remaining quantity was received in December 2005. The Brake Shoes were tested in 

the first instance in December 2005 and declared unsuitable/defective. Subsequently, the 

Principal of the supplier requested to conduct a fresh trial in the presence of their representative, 

which resulted in the same result in June 2006. The Brake Shoes when put to trial damaged 14 

wheel discs of seven (07) locomotives, causing financial loss of Rs 756,000. Neither firm had 

replaced the material nor deposited the cost of defective material and damage to the locomotives. 

PAC DIRECTIVE (12-07-2012) 
 

The Committee directed the PAO to submit a comprehensive report to the PAC within five days. 

ii. PARA 3.2 – AR – 2006-07 
LOSS OF RS 9.066 MILLION DUE TO PROCUREMENT OF UNNECESSARY AND 
DEFECTIVE MATERIAL. 

 

The Audit stated that forty (40) sets of four parts of an Assembly of 210 KW Traction Motors of 

locomotives were imported as a result of Special Material Requisitions dated 19th April, 1995. 

The material was got cleared on 1st July, 1998 and reached Diesel Stores Depot, Rawalpindi on 

9th September, 1998 without the requisite Material Receipt Notes; which were prepared on      16th 

May, 2000 showing “date of actual receipt of material” as 16th May, 2000.  It took almost two 

years to take the material on record as it was entered on 22nd May, 2000.  The material was shown 

to had been issued to the Foreman, Central Diesel Locomotives Workshops, Rawalpindi on the 

very next day, i.e. 23rd May, 2000 but its receipt could not be acknowledged up till August 2006. 

Obviously, the material was still lying with Diesel Stores Depot, Rawalpindi. The non-utilization 

of material proved that it was procured without genuine requirements, resulting in a loss of Rs 

9.066 million. The material had already been excluded from the list of regular procurement in 

November 2003 due to obsolescence of the concerned locomotives. 

The Audit further stated that besides the above, out of the four, two parts were of incorrect 

specification. As each of the four parts was necessary to complete one Assembly no item could be 

utilized. The firm actually supplied 160 number of each of two parts instead of 40 each, i.e. four 

times. The material received over & above the ordered quantity, had not been taken on charge. 
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This tantamount that Railway administration did not exercise due care and vigilance while 

procuring the material resulting in loss of Rs 9.066 million. 

iii) PARA 4.3 – AR – 2006-07 
DEAD INVENTORIES VALUING RS 34.167 MILLION DUE TO UNNECESSARY 
EXCESSIVE PURCHASE OF MATERIAL 

 

The Audit pointed out that material was purchased unnecessarily or in excessive quantities, in 

contravention to Para 128(ii) of Pakistan Government Railway Code for the Stores Department 

resulting in loss or blockage of capital as detailed below:- 

i)   Track material valuing Rs 23.373 million was lying unutilized in Track 
Workshop, Raiwind for the last 5 to 25 years. It was lying in open space and was 
deteriorating with the passage of time, 

ii)  Spare parts valuing Rs 7.037 million of deleted/condemned Track Machines were 
lying in store of Sub-Store Keeper, Track Machines, Raiwind, for the last 20 to 
28 years, 

iii)  Spare parts valuing Rs 2.056 million of obsolete cranes were lying with the Sub-
Store Keeper, Track Machines, Raiwind for the last 12 to 36 years, and 

iv)  Material valuing Rs 1.701 million was lying in the stores of Sub-Store Keeper, 
Track Depot, Raiwind for the last 4 to 34 years. 

iv. PARA 4.9 – AR – 2006-07 
BLOCKAGE OF CAPITAL AMOUNTING TO RS 4.508 MILLION DUE TO 
UNNECESSARY/UNJUSTIFIED PURCHASE OF EQUIPMENT 
The Audit stated that two Versine Measure Devices were purchased at a cost of Rs 4.508 million 

vide Purchase Order dated 24th March, 2006. The devices were received in the depot on 21st 

September, 2006 but could not be utilized as the requisite expertise to operate the machine was 

not available. Its working manual was in Dutch. Moreover, the warranty period was expired. 

The above facts prove that the devices were procured without any valid justification, thus 

resulting in blockage of capital amounting to Rs 4.508 million. 

It was replied to DAC in its meeting held on 10th November, 2007 that the devices would be 

utilized. 

PAC DIRECTIVE (23-05-2012) 
The Committee clubbed the para 3.1, 3.2, 4.3 & 4.9 and directed the PAO to submit a 

comprehensive report on the issues to the PAC and Audit within two weeks.  

PAC DIRECTIVE (12-07-2012) 
The Committee clubbed the above paras and directed the PAO  to submit a comprehensive report 

on the above issues to the PAC as well as to the Audit within five days. 

PAC DIRECTIVE (13-09-2012) 
 The Committee clubbed the above paras and directed to implement the previous directive given 

on 23-05-2012 and submit report to the Audit and PAC Secretariat. 

9. PARA 7.2 – AR – 2006-07 
UNJUSTIFIED EXPENDITURE OF RS 8.702 MILLION ON ACCOUNT OF OVERTIME ALLOWANCE 

 

The Audit pointed out that overtime allowance amounting to Rs 6.018 million was paid to the  

staff of Carriage Factory, Islamabad during July 1994 to June 1996 on the pretext of breakdown 

although there was no instance of breakdown. Hence, the entire amount was unjustified and 
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irregular and   an amount of Rs 2.684 million was paid to the staff of Diesel Electric & Electric 

Locomotives Sheds, Lahore and Loco Shed, Kundian on account of overtime/breakdown working 

throughout the month without supporting record during the period April to June 2006.  
 

Audit further pointed out that the payment of remuneration over and above the entitlement and 

without valid justification was hardly acceptable specially on face of deteriorating financial 

position of Pakistan Railways.  

Audit stated that it was replied to DAC in its meeting held on 29th September, 2007 that overtime 

was allowed when it became absolutely necessary. Extra work was taken from the staff and 

overtime allowance paid with the approval of competent authority. 

The PAO informed that inquiry was conducted and report had been sent to the Audit. 

PAC DIRECTIVE (23-05-2012) 

The Committee settled the para subject to the verification of the enquiry  report by the Audit.  

10. PARA 7.3 – AR – 2006-07 
LOSS OF RS 5.433 MILLION DUE TO SUBSTANDARD REHABILITATION OF AN 
OVERHEAD CRANE 

 

The Audit pointed out that Railway administration awarded a contract for rehabilitation of an 

overhead crane installed in Diesel Shop, Karachi Cantt. at a cost of Rs 5.433 million in 

September 2001. The work was completed in June 2002. It was observed that the work done was 

not up to the mark as the crane remained out of order on 81% days during the period June 2002 to 

July 2005. Resultantly, the working performance of the diesel shop suffered badly. 
 

It was replied to DAC in its meeting held on 10th November, 2007 that the crane worked 

satisfactorily for three months. Afterwards, it remained frequently/intermittently under repairs 

even during the warranty period. 

The PAO explained that matter was subjudice in the court of law.  

Audit stated that action taken against the following other officials who were also responsible in 

the previous Inquiry Report have not been intimated to Audit: 
 

i). Mirza Haider Ali Baig AEFO/Karachi, 

ii)    Mr.M. Moazzam Head Clerk/NP-15 Purchase Department,  

iii)  Mr. Khuda Bukhsh, Assistant Controller of Purchase, 

iv) Mr. Munir Head Clerk /Development, Foreman/Development, Headquarter and 
v)  Mr. Muhammad Zahid, CMD/Headquarter. 

PAC DIRECTIVE (23-05-2012) 

The Committee directed that contractor and officers involved in the matter should be summoned 

in the next meeting of the PAC. 

Audit requested that the Committee may issue suitable directive for further pursuance of the 

following Audit Paras at DAC level. 

PAC DIRECTIVE (12-07-2012) 

The Committee settle the para. 
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12. i) PARA 4.2– AR – 2006-07 
LESS CHARGING OF CREDIT OF RELEASED MATERIAL VALUING RS 205.108 MILLION 
 

ii) PARA 4.5– AR – 2006-07 
 LOSS OF RS 13.663 MILLION DUE TO EXCESSIVE EXPENDITURE INCURRED ON LABOUR 

AND TEMPORARY ESTABLISHMENT 
 

iii) PARA 4.6– AR – 2006-07 
LOSS OF RS 7.892 MILLION DUE TO NON-AVAILING THE EXEMPTION FROM CUSTOMS 
DUTY ETC 

 
iv) PARA 4.7– AR – 2006-07 

IRREGULAR EXPENDITURE OF RS 7.703 MILLION DUE TO MIS-UTILIZATION OF LABOUR 
 

v) PARA 4.8– AR – 2006-07 
SHORTAGE OF MATERIAL VALUING RS 5.435 MILLION 

 
vi) PARA 4.10– AR – 2006-07 

LOSS OF RS 831,000 DUE TO PURCHASE OF DEFECTIVE MATERIAL 
 

vii) PARA 5.1– AR – 2006-07 
POTENTIAL LOSS OF EARNINGS AMOUNTING TO RS 5.743 MILLION DUE TO DETENTION OF 
GOODS STOCK 

 
viii) PARA 5.2– AR – 2006-07 

LOSS OF POTENTIAL INCOME AMOUNTING TO RS 3.131 MILLION DUE TO DETENTION OF 
WAGONS 

 
ix) PARA 5.3– AR – 2006-07 

LOSS OF RS 2.561 MILLION ON ACCOUNT OF A CATERING CONTRACT 
 

x) PARA 5.5– AR – 2006-07 
LOSS OF RS 389,000 DUE TO LESS RECOVERY OF RENTAL CHARGES 
 

xi) PARA 6.1– AR – 2006-07 
 LOSS OF RS 51.380 MILLION DUE TO SHORT RECEIPT OF HIGH SPEED DIESEL OIL 

 
xii) PARA 6.2– AR – 2006-07 

LOSS OF POTENTIAL EARNINGS AMOUNTING TO RS 16.170 MILLION DUE TO DETENTION 
OF TANK WAGONS 

 
xiii) PARA 6.3– AR – 2006-07 

LOSS OF RS 1.5 MILLION DUE TO WASTAGE OF FURNACE OIL 
 

xiv) PARA 7.1– AR – 2006-07 
LOSS OF RS 16.335 MILLION DUE TO PILFERAGE OF FITTINGS/EQUIPMENT FROM 
COACHING AND GOODS STOCK 

 
xv) PARA 7.4– AR – 2006-07 

LOSS OF POTENTIAL EARNINGS AMOUNTING TO RS 4.313 MILLION ON ACCOUNT OF 
DERAILMENT OF WAGONS AND  

xvi) PARA 8.1– AR – 2006-07 
LOSS OF RS 2 MILLION DUE TO PILFERAGE OF CRANK SHAFTS 

 
xvii) PARA 9.1– AR – 2006-07 
    NON-CLEARANCE OF UNADJUSTED BALANCE AMOUNTING TO RS 1,142 MILLION AND 

INCORRECT/EXCESS ADJUSTMENT OF RS 125 MILLION FROM THE STOCK ADJUSTMENT 
ACCOUNT 

PAC DIRECTIVE (23-05-2012) 

The Committee directed the Audit to discuss the above-mentioned Paras in the DAC meeting will 

be taken up again in its next meeting. 
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13. The DAC recommended the following Audit Paras for settlement by the Committee:- 

i) PARA 4.1– AR – 2006-07 
     LOSS OF RS 483,000 DUE TO ALLOTMENT OF A SHOP ON LOWER RENTAL CHARGES 

 
ii) PARA 4.4– AR – 2006-07 

UNJUSTIFIED EXPENDITURE OF RS 18.954 MILLION ON CONSTRUCTION OF AN 
UNDERPASS 

iii) PARA 5.4– AR – 2006-07 
IRREGULAR PAYMENT OF RS 15.30 MILLION ON ACCOUNT OF GENERAL SALES 
TAX 

 

PAC DIRECTIVE (23-05-2012) 

The Committee endorsed recommendations of the DAC for settlement of the above-mentioned 

three (03) Audit Paras. 

***** 
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MINISTRY OF RELIGIOUS AFFAIRS 
2006-07 

 
47. OVERVIEW 

 

 
Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Religious Affairs were examined by the Public Accounts Committee on                           

28th November, 2012 and subsequently on 8th January, 2013. 

47.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

47.2  Two grants and six paras were presented by the AGPR and Audit. 

47.3 All grants and five paras were settled by the Committee after the justification given by 

the PAO and directed the PAO that in future welfare fund may be utilized only for 

welfare activities related to Pilgrims. 

47.4 The Committee directed the PAO for verification of implementation status and fix 

responsibility in case of violation of PPRA rules. 
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MINISTRY OF RELIGIOUS AFFAIRS  
ACTIONABLE POINTS  

 
Actionable points arising from discussion of the meeting of the Public Accounts Committee held 

on 28th November, 2012, regarding Appropriation Accounts and Audit Reports for the year                 

2006-07 pertaining to Ministry of Religious Affairs were summarized as under: 

 
APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

 
1. GRANT NO.102-RELIGIOUS AFFAIRS AND ZAKAT & USHR DIVISION 

  
The AGPR pointed out that the grant closed with a saving of Rs.701,106 which worked out to 

0.85 percent of the total grant. An amount of Rs.1,712,000 (2.08%) was surrendered resulting into 

an excess of Rs.1,010,894 (1.23%). A supplementary grant of Rs.1,555,000 was sanctioned but 

not included in the supplementary schedule of authorized expenditure. 

 
The PAO explained the savings were occurred due to vacant posts of Joint Secretary and 

Assistant Accounts Officer. It was also explained that the supplementary grant included in 

schedule was due to expenditure on donation of two vans for Quran Complex and Payment of 

financial assistance to the families of government employees who died during service. The 

supplementary grant not included in schedule was due to expenditure incurred on the visit of 

Imam-e-Harman-e-Kaaba Al Shaikh Abdur Rehman Al Saudais. 

PAC DIRECTIVE 
 

The Committee settled the grant with the direction that there should be zero excess and zero 

saving in future. 

2. GRANT NO.104-OTHER EXPENDITURE OF RELIGIOUS AFFAIRS AND ZAKAT & 
USHR DIVISION 

 
The AGPR pointed out that the grant closed with a saving of Rs.4,359,222 which worked out to 

2.26 percent of the total grant. An amount of Rs.313,000 (0.16%) was surrendered resulting into 

an excess of Rs.4,046,222 (2.09%). A supplementary grant of Rs.4,936,000 was sanctioned but 

not included in the supplementary schedule of authorized expenditure. 
 

The PAO explained saving was due to vacant posts, non utilization of contingent expenditure 

owing to less receipt of monthly remittance which was hardly enough to pay the salaries of Pak. 

Based officers/officials. Excess expenditure was made due to payment of arrear on account of DA 

on the order of Federal Service Tribunal, Islamabad and due to payment to Foreign and Pakistani 

Lawyers engaged to defend the case filed by M/S Dallah, Real Estate, Saudi Arabia. The 

supplementary grant included in schedule was due to performance of Umrah by the awardees of 

National Seerat Conference, free meals to the Chinese Umrah Zaireen and expenditure on 

Medical Mission to the Hedjaz. The supplementary grant not included in schedule was due to 
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payment to foreign and Pakistani lawyers engaged to defend the case filed by M/S Dallah Real 

Estate in the London High court, Queen’s bench, London. 
 

PAC DIRECTIVE 
 

The Committee settled the grant. 
 

AUDIT REPORT ON THE ACCOUNT OF MINISTRY OF FOREIGN AFFAIRS 
FOR THE YEAR 2006-07 PERTAINING TO THE M/O RELIGIOUS AFFAIRS 

 
1. PARA-2.1PAGE 28 AR-2006-07 

IRREGULAR EXPENDITURE ON PURCHASE OF VEHICLES SR 385,000 (RS. 6.200 MILLION) 
 

The Audit pointed out that according to para 4(VIII) of Hajj Pilgrims Welfare Fund rules 1990, 

the fund shall be expended on the purchase of vehicles and equipment as were meant directly and 

exclusively for Pilgrims welfare and for which funds from any other source were not available. 

Similarly, as per Public Procurement Rule 2004, purchases involving monetary limit exceeding 

Rs. 100,000 may be made after calling for open tenders.  

 
Audit further pointed out that on contrary to the above provisions, Directorate General Hajj, 

Jeddah incurred an expenditure of SR 385,000 out of Pilgrims Welfare Fund on purchase of four 

GMC luxury vehicles for Minister of Religious Affairs, DG Hajj, Jeddah, Director Hajj, 

Jeddah/Makkah and for Deputy Director Hajj, Madinah Munawwarah without calling open 

tenders. These vehicles were exclusively under the use of above officers and not for the Hujjaj. 

Thus the expenditure out of PWF was held irregular. Further, NOC from Prime Minister of 

Pakistan and Cabinet Division for the purchase of luxurious vehicles were not obtained. The 

irregularity may be got condoned from the competent authority.  
 

The PAO stated that the vehicles were not luxurious. the open tenders were not required as the 

vehicles were purchased directly from the authorized dealers of GMC in KSA (Kingdom of Saudi 

Arabia) since the vehicle were purchased out of PWF,NOC was not  required. A copy of Check 

amounting to SR.385,000/- showing payment in favour of company was provided to the Audit for 

verification.  
 

Audit recommended the para for settlement. 
 

PAC DIRECTIVE 
 

The Committee settled the para. The Committee directed that in future welfare Fund may be 

utilized only for welfare activities related to pilgrims. 

2. PARA-2.2, PAGE 29, AR 2006-07 
IRREGULAR EXPENDITURE ON PURCHASE OF MACHINERY SR 19,500 (RS. 311,230) 

 

The Audit pointed out that as per Public Procurement Rule 2004, purchases involving monetary 

limit exceeding Rs. 100,000 may be made after calling for open tenders.  
 

Audit further pointed out that on contrary to the above provision, DG Hajj, Jeddah incurred an 

expenditure of SR (Saudi Royal) 19,500 on the purchase of computer and printers. The 

expenditure was held irregular on the grounds that the purchases were made from Pilgrims 
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Welfare Fund instead of regular budget and without calling open tenders, hence the expenditure 

was held irregular. Irregularity may be got condoned from the competent authority.  

The PAO stated that the computers were purchased out of PWF for Hajj operation .The calling of 

open tenders in KSA was not feasible and based upon the exceptional provision of PPRA. 

Audit recommended the para for settlement. 
 

PAC DIRECTIVE 
 

The Committee settled the para. 
 

3. PARA-2.3, PAGE 29 AR- 2006-07 
IRREGULAR PAYMENT OF MONTHLY SALARY TO AN OFFICER WITHOUT 
AUTHORITY OF ACCOUNTS OFFICE SR 88,161 (RS. 1.499 MILLION) 

 

The Audit pointed out that Rules 59 of Audit Manual requires that the pay and allowances of any 

officer and official will not be drawn without pay slip and last pay certificate from Accounts 

office. Ministry of Religious Affairs posted an officer of BPS-17 in Hajj Directorate, Jeddah as 

Director Hajj BPS-19 in 2003. Neither LPC has been issued by the AGPR, Islamabad nor pay slip 

issued by the Chief Accounts Officer, Ministry of Foreign Affairs, Islamabad in favour of the 

officer up to August, 2006. On 24.8.2006, CAO has issued a provisional pay slip in favour of the 

officer on the condition that:Revised LPC as in BPS-17 may be obtained from AGPR Islamabad, 

Provisional pay slip was conditional. It had been requested that the above requirement may be 

fulfilled so that final pay slip could be issued otherwise provisional pay slip was to be withdrawn 

ab initio and the provisional pay slip had been issued from 01.09.2003. 
 

Audit further pointed out that the officer had drawn SR 88,161 as salary during 2005-06. As the 

officer could not provide LPC to the CAO so the payment of salary to the officer since his posting 

w.e.f. 01.09.2003 was held unauthorized. The matter may be investigated and the payment of 

salary may immediately be stopped till the issuance of LPC and pay slip.  

The PAO stated that the provisional pay slip from the date of posting of officer has been issued 

by the CAO Office and LPC had been provided to Audit.  

Audit recommended the para for settlement. 
 

PAC DIRECTIVE 
 

The Committee settled the para. 
 

4. PARA-2.4,PAGE 30, AR-2006-07 
IRREGULAR EXPENDITURE ON REPAIR AND MAINTENANCE OF ELEVATORS 
ON PAKISTAN HOUSE, MAKKAH SR 140,700 (RS. 2.392 MILLION) 

 

The Audit pointed out that Directorate General Hajj, Jeddah incurred in expenditure of SR. 

140,700/- on account of service charges for the repair and maintenance of elevators in Pakistan 

House, Makkah. The incurrence of expenditure without entering into service contract and 

payment of such a heavy amount was held irregular. Further open tenders to ascertain the 

competitive rates were not called for as required under para 144-145 of GFR Vol-I. It was 

required that the non calling of open tenders and award of contract without written agreement 

may be got regularized from competent authority.  
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The PAO stated that the maintenance of the building was not be responsibility of the owner. The 

maintenance contract was awarded to the same contractor who was repairing and operating the 

lifts before the hiring of building. The copy contract for the maintenance of elevators provided to 

the Audit. 

Audit recommended the para for settlement. 
 

PAC DIRECTIVE 
 

The Committee settled the para. 
 

AUDIT BRIEF ON THE ACCOUNT OF THE MINISTRY OF RELIGIOUS 
AFFAIRS FOR THE AUDIT YEAR 2006-07 

{Prepared by Directorate of Zakat Audit, Islamabad} 
 

NATIONAL LEVEL HEALTH INSTITUTIONS 
 

5. PARA 3-AR- 2006-07 
PURCHASE OF MEDICINES WORTH RS 24.485 MILLION WITHOUT OPEN 
COMPETITIVE BIDDING / TENDERS 

 

The Audit pointed out that Health Welfare Committees of Civil Hospital Karachi, Red Crescnet 

Hospital Khairpur, Lady Dufferin Hospital Karachi, Lyari General Hospital Karachi, Nawabshah 

Medical College and Hospital Nawabshah, Ayub Teaching Hospital Abbotabad, Fauji Foundation 

Hospital Rawalpindi, REDO Rawalpindi and Khyber Teaching Hospital (General) Peshawar 

purchased medicines worth Rs 24.485 million without adopting open tender / fulfilling codal 

formalities in violation of PPRA Rules during the year 2005-06. 
 

The PAO stated that inquiry of Ayub Teaching Hospital Abbotabad was conducted and no 

irregularity was found and amount involved in other Hospitals had been regularized by CZC in its 

94th meeting held on 2nd February, 2008 and settled by Special DAC meeting on 30.12.2008. 

The Audit informed that they requested the Ministry for verification of implementation 

status/updating on   24-11-2010, 14-12-2010, 21-12-2010, 19.01.2011 and 15.03.2011 but the 

Ministry did not respond. PAC is requested to fix the responsibility. 

PAC DIRECTIVE 6-2 2009 
 

The PAC took a very serious view of this irregularity as the Central Zakat Council absolutely 

does not have the authority to regularize. The PAC directed the PAO to constitute an inquiry 

committee, fix responsibility in each case as to why violation of PPRA rules took place and why 

the medicines were procured without open and competitive bidding with a report to PAC within 

one month. 

PAC DIRECTIVE 8-01-2013 
 

The Committee directed the PAO for verification of implementation status and fix responsibility 

in case of violation of PPRA rules. 

 
6. PARA 7-AR- 200607  

NON-REFUND OF UNSPENT BALANCE OF RS 1.004 MILLION 
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The Audit pointed out that para 55 of minutes of 89th meeting of Central Zakat Council  (CZC) 

held on 7th June, 2003, stipulates that the unspent balance as on 30th June will be refunded to 

Central Zakat Fund (CZF). HWC, Ayub Teaching Hospital, Abbotabad did not refund unspent 

balance of Rs 1.004 million lying with it on 30th June, 2005 and carried forward the amount to the 

next financial year, in violation of laid down procedure. 
 

The Audit suggested that PAC may like to issue directives for early deposit of the remaining 

amount i.e. Rs.77,052  to Central Zakat Fund account -08.  
 

PAC DIRECTIVE 6-2 2009 
 

The PAC directed to PAO to implement the recommendation of DAC and report to PAC. 
 

PAC DIRECTIVE (08-01-2013) 
 

The Committee settled the para. 
 
 

The proceedings of the Committee ended with a vote of thanks to and from the Chair.  
 

***** 
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REVENUE DIVISION  (FBR)  
2006-07 

 
48. OVERVIEW 

 
Appropriation Accounts and Annual Audit Report for the year 2006-07 pertaining to the Revenue 

Division (Federal Board of Revenue) were examined by the Public Accounts Committee on 6th 

August, 2012, 26th September, 2012, 15th November, 2012, 6th December, 2012,                               

18th December, 2012 and subsequently on 2nd January, 2013. During the 1st round of PAC 

meeting the Committee issued its directions and other rounds of PAC meetings were held to 

ensure the implementation of PAC directives issued during the previous rounds. 

48.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations to implement the PAC 

directives already issued, recover the balance amount, verifty the record from the Audit, 

submit the inquiry reports and pursue the court cases vigorously.   

 

48.2      One hundred twenty three paras were presented by the Audit. 

48.3 The Committee settled fifty one paras. 

48.4 The PAC expressed displeasure over Revenue Division (FBR) officers for lack of 

cooperation and non-compliance of PAC directives.  
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REVENUE DIVISION (FBR) 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 6th August, 2012, 26th September, 2012, 15th November, 2012, 6th December, 2012 and 

subsequently on 8th December, 2012, regarding Appropriation Account and Audit Report for the 

year 2006-07 on the accounts of Federal Board of Revenue (FBR) were summarized as under:- 

1. PARA 1.1, PAGE 01, AR 2006-07      
SHORT LEVY OF TAX DUE TO NON-ALLOCATION OF PROPORTIONATE 
EXPENSES-  RS.436.184 MILLION   

The Audit pointed out that the FBR’s Circular No.12 of 1991 provides for treatment of 

apportionment of expenses of various types of business activities carried out by a taxpayer to 

arrive at taxable income. 
 

Audit further pointed that in twenty three cases, the expenses claimed in trading, profit and loss 

account were not apportioned among the business activities carried out by the taxpayers in 

accordance with the instructions contained in the FBR’s above circular. This resulted in short 

levy of tax of Rs. 436.184 million.  
 

The PAO stated that the extent of amount recovered and our stance was accepted by the audit on 

the basis of documentary evidence provided to audit during verification. Efforts were made 

where the amount had been charged and where the cases are subjudice.  

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC has been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 
The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month.  

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE(06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
2. PARA 1.2, PAGE 02, AR 2006-07 
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SHORT LEVY OF INCOME TAX DUE TO NON TAXATION OF RECOUPED 
EXPENSES- RS.277.047 MILLION  
 

The Audit pointed out that section 18(1) (d) read with section 70 of the Income Tax Ordinance, 

2001 provides for taxation of waived off interest/markup, recouped expenditure and any other 

benefit derived during the course of business.  
 

Audit further pointed out that during the test audit, it was observed that four taxpayers did not 

offer for taxation, the loan and markup waived off by financial institutions, in contravention of 

the preceding provisions of the law. This resulted in short levy of tax of Rs.277.047 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by Audit on the 

basis of documentary evidence provided to audit during verification. 

PAC DIRECTIVES (23-08-2011) 
The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting). It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which had come to light 

in the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES(26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE(06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

3. PARA 1.3, PAGE 03, AR 2006-07 
LOSS OF REVENUE DUE TO NON TAXATION OF INCOME FROM OTHER 
SOURCES-  RS.148.185 MILLION 
 

The Audit pointed out that section 39 of the Income Tax Ordinance, 2001 provides for taxation of 

income not included under any other head by classifying it as “income from other sources”.   

Audit further pointed out that in nineteen cases, taxable income was understated by the taxpayers 

due to non-accountal of income earned from bank deposits, ground rent and lease income, etc. The 

department omitted to tax such income, resulting in loss of revenue of Rs.148.185 million. 
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The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount had been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which had come to light 

in the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 
The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE(06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
4. PARA 1.4, PAGE 03, AR 2006-07 

SHORT RECOVERY OF TAX DUE TO INCORRECT COMPUTATION OF TAX-      
RS.204.230 MILLION 
 

The Audit pointed out that section 221 of the Income Tax Ordinance 2001 provides for 

rectification of mistakes apparent from surface of the record. 

Audit further pointed out that an income tax was under assessed in twenty two cases due to 

arithmetical errors in computing the tax liability. This resulted in short recovery of tax of 

Rs.204.230 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount has been charged. 
 

 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 
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Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which had come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
5. PARA 1.5, PAGE 04, AR 2006-07 

SHORT LEVY OF TAX DUE TO ‘SETTING OFF’ OF CARRYING FORWARD BUSINESS 
LOSSES AGAINST INCOME FROM OTHER SOURCE- RS.140.700 MILLION 
 

The Audit pointed out that under section 57 of the Income Tax Ordinance, 2001 loss sustained by 

a taxpayer in a tax year under the head “Income from business” can be carried forward up to the 

following six tax years and set-off against the profits and gains of such business. This loss cannot 

be set-off against income of any other head.  

The Audit further pointed out that in twenty one cases, carried forward business losses were 

wrongly set-off against income from other sources, whereas this income was to be taxed 

separately. The department omitted to tax it resulting in short levy of tax of Rs.140.700 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 
The Audit reports were not considered as it was informed that no meaningful DAC has been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which has come to light in the 

meeting should not be repeated in future. 
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PAC DIRECTIVES (06-08-2012) 
 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
6. PARA 1.6, PAGE 04, AR 2006-07 

SHORT LEVY OF TAX DUE TO INCORRECT COMPUTATION OF TAXABLE 
INCOME-  RS.29.569 MILLION 

The Audit pointed out that section 221 of the Income Tax Ordinance 2001 provides for 

rectification of mistakes apparent from surface of the record. 

Audit further pointed out that taxable income was under assessed in thirty eight cases due to 

calculation errors and other omissions while computing the total income, resulting in short levy 

of tax of Rs.29.569 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 
The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012)   

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
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PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

7. PARA 1.7, PAGE 05, AR 2006-07 
NON LEVY OF TAX DUE TO GRANT OF INADMISSIBLE EXEMPTION- RS.19.124 MILLION 
The Audit pointed out that second schedule to the Income Tax Ordinance, 2001 provides for 

exemption to income or classes of income from levy of tax. 

The Audit further pointed out that eleven taxpayers claimed exemption from income tax on 

account of profit on Defence Saving Certificates and subsidy received from government etc. 

which was entertained although such income was not covered by Second Schedule ibid. Further, 

excessive exemption of gain on government securities was allowed by the department. This 

resulted in short levy of tax of Rs.19.124 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which has come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

8. PARA 1.8, PAGE 06, AR 2006-07 
SHORT REALIZATION OF TAX DUE TO NON TAXATION OF CERTAIN INCOME- 
RS.31.445 MILLION 
 

The Audit pointed out that section 11 of the Income Tax Ordinance, 2001 provides that total 

income of a person derived from all sources during a year as reduced by total deductions, 

admissible under the Ordinance, was chargeable to tax.  
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Audit further pointed out that rental income, gain from extra ordinary items etc. declared by the 

taxpayers in the returns was not taxed by the department in twelve cases. This deprived the 

government of revenue of Rs.31.445 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount had been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which had come to light 

in the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
9. PARA 1.9, PAGE 07, AR 2006-07 

NON-TAXATION OF COMMISSION/INTEREST INCOME UNDER NORMAL LAW- 
RS.23.807 MILLION 

The Audit pointed out that under section 169 of the Income Tax Ordinance, 2001, income tax 

deducted on interest /commission income was not final discharge of tax liability. Such income 

was, therefore, subject to normal taxation as per rates specified in the First Schedule to the 

Ordinance.  

The Audit further pointed out that on contrary to the above provisions of law, 

commission/interest income was not taxed at the normal tax rates in four cases which resulted in 

short levy of tax of Rs.24.473 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount has been charged. 
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PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the The 

Audit should be provided all cooperation by the FBR and the practice, which had come to light 

in the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVE (26-09-2012)  

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

In PAC meeting held on 02-01-2013 audit recommended the para for settlement. 

PAC DIRECTIVE (02-01-2013) 

The Committee settled the para. 
 

10. PARA 1.10, PAGE 08, AR 2006-07  
NON LEVY OF MINIMUM TAX ON THE INCOME OF CERTAIN PERSONS-  
RS.59.030 MILLION 

The Audit pointed out that under section 113 of the Income Tax Ordinance, 2001, minimum tax 

@ 0.5 per cent of turnover from all sources was chargeable in case of resident companies.  

Audit further pointed out that in seventy six cases, minimum tax was either not charged or tax 

levied under normal law by the department although it was less than the minimum tax payable 

under section 113. This resulted in loss of Rs.59.030 million 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount had been charged. 

PAC DIRECTIVES (23-08-2011) 
The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 
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the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVE (26-09-2012) 
 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

11. PARA 1.11, PAGE 09, AR 2006-07 
UNDER ASSESSMENT OF TAX DUE TO NON TAXATION OF UNPAID TRADING 
LIABILITIES- RS.12.929 MILLION 
 

 

The Audit pointed out that section 34(5) of the Income Tax Ordinance, 2001 provides for 

taxation of such trading liabilities which remain unpaid for more than three years.  

The Audit further pointed out that four taxpayers did not pay their liabilities pertaining to the 

period exceeding three years of which the deduction had been allowed under the head “income 

from business” in relevant tax years. No action was taken by the assessing officers to retrieve tax 

of Rs.12.929 million as required under the law. 
 

The PAO stated that an amount of 697,852 have been charged but no recoveries have made yet, 

steps have been taken to recover the amount.  

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which has come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 
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PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
12. PARA 1.12, PAGE 10, AR 2006-07 

LOSS OF REVENUE DUE TO NON ASSESSMENT OF INCOME TAX ON EXCESS 
“RESERVE”- RS.10.187 MILLION 
The Audit pointed out that according to section 12(9A) read with clause 59 of part-IV of the 

Second Schedule to the Income Tax Ordinance, 1979, a public company listed on stock 

exchange, other than a scheduled bank or a modaraba and a listed company which distributes at 

least forty per cent of its after tax profit of the relevant income year, was required to distribute 

cash dividends out of profit derived by it in an income year within seven months of the end of the 

said income year. If after distribution of dividend its reserves were in excess of fifty per cent of 

its paid up capital, the amount of its reserves in excess of fifty per cent of its paid up capital was 

to be deemed as income having accrued to such company during that year. 
 

Audit further pointed out that on contrary to the above provision of law, test audit revealed that 

the department did not charge tax on the income of a company whose reserves exceeded fifty per 

cent of its paid up capital for assessment year 2000-01. This deprived the Government of tax 

revenue of Rs.10.187 million. 

PAC DIRECTIVES (23-08-2011) 
The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 
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PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

13. PARA 1.13, PAGE 11, AR 2006-07 
INCORRECT TAX CREDIT UNDER SECTION 107AA- RS.4.407 MILLION 
 

The Audit pointed out that under section 107AA of the Income Tax Ordinance, 1979 a Pakistani 

company which invested an amount in the purchase of plant & machinery for installation during 

1st July, 2000 to 30th June, 2002, a tax credit equal to ten per cent of the amount so invested was 

allowable against the tax payable by it. 

Audit further pointed out that tax credit of Rs.4.407 million was allowed by the department to a 

company assessed in RTO, Faisalabad for the tax year 2003 although plant and machinery had 

not been installed upto 30th June, 2002. This resulted in loss of Rs.4.407 million. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which had come to light 

in the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 
 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 
The Committee granted one month’s time to settle the para, otherwise responsibility should be fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
14. PARA 1.14, PAGE 12, AR 2006-07 

SHORT REALIZATION OF TAX DUE TO GRANT OF EXCESS TAX CREDIT- 
RS.1.163 MILLION 
The Audit pointed out that credit of tax actually paid at source under sections 148, 153 and 233 

of the Income Tax Ordinance, 2001 and advance tax paid under section 147 of the Ordinance are 

allowable to a taxpayer while computing tax liability. 
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The Audit further pointed out that during the test audit, it was observed that twenty taxpayers 

claimed credit of tax in excess of actual payment or claimed double credit of the same amount, 

resulting in short realization of tax of Rs.1.163 million 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 
 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVE (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
15. PARA 1.15, PAGE 13, AR 2006-07 

SHORT-LEVY OF TAX ON CASH LOAN, ADVANCE OR GIFT-RS.0.847 MILLION 
The Audit pointed out that under section 39(3) of the Income Tax Ordinance, 2001, any sum 

received by a taxpayer as a loan, advance, deposit for issuance of shares or gift, otherwise than 

by a crossed cheque or through a banking channel from a person holding NTN, was to be treated 

as income chargeable to tax. 

The Audit further pointed out that during the test audit, it was observed that a taxpayer of RTO, 

Quetta received share deposit money through cash for the tax year 2004 but the legal provision to 

charge the tax was not invoked by the assessing officer, resulting in loss of revenue amounting to 

Rs.0.847 million. 

The PAO stated that action had not yet been taken for recovers of the amount of 0.847 million. 
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PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC has been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting). It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which has come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
16. PARA 2.1, PAGE 15, AR 2006-07 

SHORT LEVY OF TAX DUE TO INADMISSIBLE DEDUCTIONS-                                 
RS.325.382 MILLION 
 

The Audit pointed out that income from business was chargeable to tax under section 18 of the  

Income Tax Ordinance, 2001. Sections 20 and 21 of the Ordinance specify admissible and 

inadmissible deductions respectively for computing income chargeable under the head “income 

from business”. 

Audit further pointed out that during the test audit, it was observed that in forty six cases, 

inadmissible deductions of capital in nature, personal expenses of taxpayer and expenses not 

wholly and exclusively expended for earning income from business, were allowed by the 

assessing officers. This resulted in under assessment of income and consequently short levy of 

tax of Rs.325.382 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 
 

The Audit reports were not considered as it was informed that no meaningful DAC has been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 
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dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

 

17.PARA 3.1, PAGE 17, AR 2006- 07 
SHORT DEDUCTION OF WITHHOLDING TAX DUE TO APPLICATION OF 
INCORRECT TAX RATE- RS.608.562 MILLION 
 

The Audit pointed out that according to sections 150, 153 and 233 of the Income Tax Ordinance, 

2001 every withholding agent is required to deduct tax at source at the prescribed rates on 

payment of dividends, supplies, contracts, commission, etc.  

Audit further pointed out that during the test audit, it was revealed that in thirty seven cases, tax 

at source was short deducted by withholding agents due to application of incorrect tax rates. The 

balance amount was to be paid by the taxpayers along with the returns of total income. The 

department also did not realize the required tax. This deprived the government of Rs.608.562 

million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount had been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 
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Audit should be provided all cooperation by the FBR and the practice, which had come to light 

in the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVE(26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

18. PARA 3.2, PAGE 18, AR 2006-07 
LOSS OF REVENUE DUE TO NON-TREATING THE TAX COLLECTED OR 
DEDUCTED AT SOURCE AS A FINAL TAX- RS.20.425 MILLION 

The Audit pointed out that under section 169 of the Income Tax Ordinance, 2001 deduction of 

tax at source from contracts, supplies and commercial imports etc. is final discharge of tax 

liability.  

Audit further pointed out that during the test audit, it was noticed that in forty four cases, income 

derived from contracts, supplies and commercial imports etc. was assessed by department under 

normal law instead of treating the deductions of withholding tax as final discharge of tax liability 

under section 169. This resulted in loss of revenue of Rs.20.425 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which had come to light 

in the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 
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PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
19. PARA 3.3, PAGE 18, AR 2006-07 

SHORT REALIZATION OF TAX ON EXPORT PROCEEDS- RS.5.932 MILLION 
The Audit pointed out that under section 154 of the Income Tax Ordinance, 2001 income tax 

deducted at source on exports is to be treated as final discharge of tax liability.   

Audit further pointed out that during the test audit, it was observed that six taxpayers declared 

short deduction of tax on export proceeds due to application of incorrect tax rates which were 

accepted by the department. This resulted in short realization of tax of Rs 5.932 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC has been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which has come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

20. PARA 3.4, PAGE 19, AR 2006-07 
FAILURE TO COLLECT / DEDUCT WITHHOLDING TAX BY WITHHOLDING 
AGENTS-  RS.6.004 MILLION 
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The Audit pointed out that section 161 of the Income Tax Ordinance, 2001 provides that a person 

who fails to deduct or having deducted fails to pay the collected tax, is personally liable to pay 

such tax.  

The Audit further pointed out that during the test audit, it was noticed that six withholding agents 

did not deduct withholding tax or failed to pay the tax deducted by them at source but the 

assessing officers having jurisdiction did not initiate legal proceedings to recover the tax from 

the defaulters. This deprived the Government of revenue of Rs.6.004 million. 

 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC has been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which has come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

21. PARA 4.1, PAGE 21, AR 2006-07 
SHORT LEVY OF TAX DUE TO GRANT OF INADMISSIBLE DEPRECIATION 
ALLOWANCE- RS.77.773 MILLION 
The Audit pointed out that section 22 of the Income Tax Ordinance, 2001 provides for 

admissibility of depreciation allowance on assets owned by the taxpayer as deduction from 

business income at rates prescribed in the Third Schedule to the Ordinance, 2001.  
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The Audit further pointed out that normal and initial depreciation allowance on buildings, plant 

and machinery and motor vehicles was allowed in excess in violation of the said provision of 

law, which resulted in short levy of tax of Rs.77.773 million in seventeen cases. 
 

The PAO stated that the extent of amount where recoveries and amount charged and loss reduced 

have been verified by the Audit. The effort has been made to prompt recoveries in cases where 

amount has been charged.  

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

22. PARA 5.1, PAGE 23, AR 2006-07 
NON LEVY OF ADDITIONAL TAX FOR LATE PAYMENT OF ADVANCE TAX, ETC- 
RS.42.133 MILLION 

The Audit pointed out that section 205 of the Income Tax Ordinance, 2001 provides for levy of 

additional tax where a person fails to pay advance tax or tax due with return or assessed tax and 

penalty or tax collected and deducted on or before the due date of payment.  

Audit further pointed out that assessing officers did not assess and recover additional tax of 

Rs.42.133 million in two hundred sixty cases for default of payment of advance tax, withholding 

tax, admitted tax liability and any tax or penalty payable in consequence of an assessment. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount had been charged. 
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PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC has been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which has come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 
The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
23. PARA 6.1, PAGE 25, AR 2006-07 

SHORT LEVY OF TAX DUE TO APPLICATION OF INCORRECT TAX RATES-   
RS.16.131 MILLION 
 

The Audit pointed out that the tax liability of taxpayers was determined according to rates 

specified in the First Schedule to the Income Tax Ordinance, 2001.  
 

The Audit further pointed out that income tax of Rs.16.131 million was less levied in sixty six 

cases due to application of incorrect tax rates on dividend and interest income earned by the 

limited companies. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount had been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC has been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 
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should be provided all cooperation by the FBR and the practice, which had come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVE (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
24. PARA 6.2, PAGE 25, AR 2006-07 

NON LEVY OF SURCHARGE ON INCOME TAX-RS.18.265 MILLION 
The Audit pointed out that Part III of First Schedule to the Income Tax Ordinance, 1979 

provided for levy of surcharge on the amount of income tax payable at the rate of 5 per cent in 

case of companies and at the rate of 10 per cent in cases other than companies. 

Audit further pointed out that assessing officers did not levy this surcharge in one hundred forty 

four cases which resulted in a loss of Rs.18.265 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount had been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which had come to light 

in the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 
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PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
25. PARA 7.1, PAGE 27, AR 2006-07 

NON IMPOSITION OF PENALTY ON CONCEALMENT OF INCOME-                       
RS.396.171 MILLION 
The Audit pointed out that section 184 of the Income Tax Ordinance, 2001 provides for 

imposition of penalty at prescribed rate upon a taxpayer who conceals his income or furnishes 

inaccurate particulars of income to evade tax. 

Audit further pointed out that twenty two taxpayers made unexplained investments, suppressed 

sales/receipts, concealed stocks and overstated the liabilities in financial statements but penalty 

on such concealments amounting to Rs.396.171 million was not levied by assessing authorities. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 
The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

26. PARA 7.2, PAGE 28, AR 2006-07 
NON IMPOSITION OF PENALTY ON FAILURE TO FURNISH A RETURN, ETC- 
RS.7.725 MILLION 
 

The Audit pointed out that section 182 of the Income Tax Ordinance, 2001 provides for levy of 

penalty where a taxpayer, without reasonable excuse, fails to furnish in time, return of total 
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income, certificate, statement, accounts or any other information required under various 

provisions of the Ordinance.  

The Audit further pointed out that one hundred twenty five taxpayers failed to furnish returns of 

total income and statements by the due date or the extended date but penalty according to rates 

specified under section 182 was not imposed by the assessing officers which caused loss of 

revenue of Rs.7.725 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts had been 

made on recoveries in cases where amount has been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVE (26-09-2012) 
The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 
The Committee directed the PAO to recover the balance amount within ten days. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
27. PARA 8.1, PAGE 29, AR 2006-07 

EXCESS DETERMINATION OF REFUNDS-RS.63.483 MILLION 
 

The Audit pointed out that section 170 of the Income Tax Ordinance, 2001 provides for 

determination of refund if the amount of tax paid by a taxpayer for any year exceeds the amount 

chargeable from him under the law for that year. The promulgation of new Income Tax 

Ordinance, 2001 and introduction of USAS has shifted the responsibility on the shoulders of 

taxpayers to respond positively by assessing their income and to pay tax due on them honestly. 

The FBR has issued instructions to make payment of refunds on the basis of returns filed by 
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taxpayers. The payment of refunds was made on the basis of Desk Audit alone without, however, 

conducting reasonable verification as required under the FBR’s circular No.5 of 2003.  

The Audit further pointed out that during the test audit it was, however, observed that one 

hundred nine taxpayers had claimed excess refunds of Rs.63.483 million. 

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount had been charged. 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there was very little progress on settlement of paras by DAC. The 

Public Accounts Committee took serious view of the lack of commitment and seriousness in 

dealing with Audit paras by the Federal Board of Revenue. A conditional time period of one 

month was given for settling all the Audit paras, by conducting DAC meetings, to be chaired by 

the Chairman or at least Member (Enforcement and Accounting).It was also directed that the 

Audit should be provided all cooperation by the FBR and the practice, which has come to light in 

the meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

28. PARA 8.2, PAGE 30, AR 2006-07 
LOSS OF REVENUE DUE TO INCORRECT CLAIMING / ALLOWING OF 
COMPENSATION ON DELAYED ISSUANCE OF REFUND- RS.31.744 MILLION 
 

The Audit pointed out that section 171 of the Income Tax Ordinance, 2001 provides that where a 

refund due to a taxpayer was not paid within three months of the date on which it becomes due, a 

further amount by way of compensation would be paid, in addition to the amount of refund, at 

the rate of 6 per cent per annum of the amount of refund to be computed for the period the 

payment of refund is delayed.   

Audit further pointed out that a test audit revealed that a taxpayer of LTU, Karachi, claimed an 

amount of Rs.31.744 million as compensation on delayed issuance of refund for the tax year 

2005.  The tax record revealed that no such compensation was determined or calculated by the 

department whereas the taxpayer at his own adjusted the compensation claimed against the 

income tax due from him. This caused short realization of revenue of Rs.31.744 million. 
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The PAO stated that the whole amount has been recovered.  

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para 

29. PARA 9.1, PAGE 31, AR 2006-07 
NON-REALIZATION OF WORKERS’ WELFARE FUND - RS.9.540 MILLION 
 

The Audit pointed out that under section 4 of the Workers’ Welfare Fund Ordinance, 1971, every 

industrial establishment whose total annual income was not less than one lac rupees, was 

required to pay Workers’ Welfare Fund @ 2 per cent of its assessed income. 
 

The Audit further pointed out that during the audit of selected cases, it was noticed that the 

workers’ welfare fund was not paid by three hundred fifty eight taxpayers and the concerned 

assessing officers did not take action as per provision of the law. This resulted in revenue loss of 

Rs.9.540 million  

The PAO stated that the extent of amount recovered and our stance was accepted by the Audit on 

the basis of documentary evidence provided to audit during verification. The efforts have been 

made on recoveries in cases where amount had been charged. 

 

PAC DIRECTIVES (23-08-2011) 

The Audit reports were not considered as it was informed that no meaningful DAC had been held 

since 2010, and therefore there is very little progress on settlement of paras by DAC. The Public 

Accounts Committee took serious view of the lack of commitment and seriousness in dealing 

with Audit paras by the Federal Board of Revenue. A conditional time period of one month was 

given for settling all the Audit paras, by conducting DAC meetings, to be chaired by the 

Chairman or at least Member (Enforcement and Accounting).It was also directed that the Audit 

should be provided all cooperation by the FBR and the practice, which had come to light in the 

meeting should not be repeated in future. 

PAC DIRECTIVES (06-08-2012) 

The Committee directed the PAO to devise a mechanism for the production of all record to the 

Audit. PAC further directed to comply with the previous directives of PAC and get record 

verified by Audit within one month. 

PAC DIRECTIVES (26-09-2012) 

The Committee granted one month’s time to settle the para, otherwise responsibility should be 

fixed. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to recover the balance amount within ten days. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
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AUDIT REPORT ON THE ACCOUNTS OF FEDERAL BOARD OF REVENUE 
(FBR) FOR THE YEAR 2006-07 

30. PARA 1.1 (a), PAGE 1, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX- RS 205.161 MILLION 

 

The Audit pointed out that according to section 7 (2) of the Sales Tax Act 1990, a registered 

person is not entitled to deduct input tax from output tax unless he holds a valid tax invoice and in 

case of goods imported into Pakistan, he holds a goods declaration in his name showing his sales 

tax registration number. Twenty three registered persons claimed and adjusted input tax on 

account of purchases/imports but either supporting documents were not produced to Audit for 

verification of authenticity of the claim or the supporting documents were not in their names 

showing their registration numbers and addresses. These short-comings caused short realization 

of sales tax of Rs 205.161 million during the period from April, 2004 to June, 2006.The lapse was 

pointed out to the Collectorates and the FBR from August 2006 to August 2007.  
 

The Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested 

for one month time which was granted by the Committee.  
 

The PAO stated that the extent of amount of Rs 160.325 million amounts recovered, withdrawn 

and vacated. We expedite adjudication/assessment proceedings and pursue the case in court so 

that the stuck up amount of Rs 27.017 million be recovered.  
 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

31. PARA 1.1 (b), PAGE 2, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX- RS 278.578 MILLION 
The Audit pointed out that according to rule 12 of the Sales Tax Rules, 2005 the invoices issued 

by a black-listed or deregistered person shall not be entertained for the purpose of sales tax refund 

or input tax credit. Twenty three business houses claimed input tax adjustment of sales tax on the 

basis of invoices issued by such persons who were either black-listed, suspected or had been 

deregistered before the issuance of invoices. This resulted in inadmissible adjustment of sales tax 

of Rs 278.578 million during the period from 2003-04 to 2005-06.The lapse was pointed out to 

the Collectorates and the FBR from June 2004 to August 2007.  

Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee.  
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The PAO stated that the extent of amount of Rs 258.259 million recovered, withdrawn/vacated 

and 8.715 amount admitted for recovery by the recovery was awaited.  Complete adjudication 

proceedings and pursue the subjudice cases of Rs.5.656 million and verified by the Audit.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

32. PARA 1.1 (c), PAGE 3, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX- RS 202.334 MILLION 

 

The Audit pointed out that section 8 (1) (a) of the Sales Tax Act 1990 provides that a registered 

person is not entitled to reclaim or deduct input tax paid on the goods used or to be used for any 

purpose other than for manufacture or production of taxable goods or supplies made or to be 

made by him. Forty one (41) registered persons adjusted input tax paid on the purchase of certain 

goods which were not meant for use or to be used for manufacture of taxable goods/supplies. This 

inadmissible adjustment caused short-realization of sales tax of Rs 200.396 million during the 

year 2005-06. The lapse was pointed out to the Collectorates and the FBR during September 2006 

to August 2007.  
 

The Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested 

for one month time which was granted by the Committee.  
 

The PAO stated that the extent of amount of Rs 82.542 million recovered, withdrawn and 

vacated, recover Rs 4.586 million admitted for recovery, to complete adjudication proceedings in 

cases of Rs 16.284 million awaiting adjudication. 

PAC DIRECTIVES (26-09-2012) 
The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 
The Committee directed the PAO to settle the para within one week. 

 
33. PARA 1.1 (d), PAGE 3, AR 2006-07 

SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX - RS 30.239 MILLION 

 

The Audit pointed out that rule 38 (2) of the Sales Tax Special Procedure Rules, 2005 read with 

FBR’s ruling / instruction No. 52/2002 issued vide C. No. 1(3)STR/ 2000 dated 13th July, 2002 

requires that no input tax adjustment will be allowed if registration number of the 
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consumer/registered person was not printed on the electricity / gas bills. Six registered persons 

claimed / adjusted input tax on the basis of electricity / gas bills which did not contain their 

registration number and address of the business premises. This resulted in inadmissible 

adjustment of input tax causing short-payment of sales tax of Rs 30.239 million during the period 

2004-05 and 2005-06. The lapse was pointed out to the Collectorates and the FBR during June, 

2006 to August, 2007. 
 

Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 

The PAO stated that the extent of amount of Rs 29.916 million recovered, regularized and 

vacated, and amount of Rs 0.323 million admitted for recovery is yet awaited.  

PAC DIRECTIVES (26-09-2012) 
The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee settled the para. 
In PAC meeting held on 02-01-2013 audit recommended the para for settlement. 

PAC DIRECTIVE (02-01-2013) 

The Committee settled the para. 
 

34. PARA 1.1 (e), PAGE 4, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX - RS 20.461 MILLION 

 

The Audit pointed out that section 8 (2) of the Sales Tax Act, 1990 provides that if a registered 

person deals in taxable and non-taxable supplies, he can reclaim only such proportion of the input 

tax as was attributable to taxable supplies. Ten registered persons either did not make 

apportionment at all and declared the total input tax claim attributable to taxable supplies or 

apportioned incorrectly showing the major portion of input tax attributable to taxable supplies.  

This resulted in short payment of sales tax of Rs 20.461 million. The lapse was pointed out to the 

Collectorates and the FBR during July, 2006 to August, 2007. 
 

Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 
 

The PAO stated that the extent of amount of Rs 2.887 million had been recovered, 

withdrawn/vacated and recover amount of Rs 1.225 million admitted for recovery was yet 

awaited.  
 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 
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PAC DIRECTIVE (06-12-2012) 

The Committee settled the para. 
 

In PAC meeting held on 02-01-2013 audit recommended the para for settlement. 

PAC DIRECTIVE (02-01-2013) 

The Committee settled the para. 
 

35. PARA 1.1 (f), PAGE 5, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX - RS 10.934 MILLION 
 

The Audit pointed out that under SRO No. 490(I)/2004 dated 12th June, 2004 a registered person 

was not entitled to reclaim or deduct input tax paid on the goods specified therein. Nine registered 

persons adjusted input tax on the purchases of vehicles, auto parts, mobile phones, walkie-talkies, 

giveaways and hotel charges/food items during 2005-06 for which input tax adjustment was not 

admissible. This led to short realization of sales tax of Rs 10.934 million which also attracts 

penalties and default surcharge under sections 33 and 34 of the Sales Tax Act, 1990. The lapse 

was pointed out to the Collectorates and the FBR during August, 2006 to August, 2007. 

Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 
 

The PAO stated that the extent of amount of Rs 10.822 million has been recovered, 

withdrawn/vacated and we complete adjudication proceedings in cases of Rs 0.112 million 

without further delay. 

PAC DIRECTIVES (26-09-2012) 
The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee settled the para. 
 

In PAC meeting held on 02-01-2013 audit recommended the para for settlement. 

PAC DIRECTIVE (02-01-2013) 

The Committee settled the para. 
 

36. PARA 1.1 (g), PAGE 5, 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX - RS 0.886 MILLION 

 

The Audit pointed out that according to section 8 and second proviso to section 4 of the Sales Tax 

Act, 1990 read with SRO 389(I)/2006 dated 27th April, 2006 input tax credit of sales tax on 

account of cement exported out of Pakistan was not admissible. Three registered persons of LTU, 

Lahore exported cement to Afghanistan during April, May and June, 2006 and availed full 

adjustment of input tax. This resulted in short-payment of sales tax of Rs 0.886 million further 

attracting penalty and default surcharge under sections 33 and 34 of Sales Tax Act, 1990. The 

lapse was pointed out to the LTU, Lahore and the FBR during December, 2006 to January, 2007. 
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The PAO stated that all the amount had been recovered i.e. 0.886 million and verified by the 

Audit. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee settled the para. 
 

In PAC meeting held on 02-01-2013 audit recommended the para for settlement. 

PAC DIRECTIVE (02-01-2013) 

The Committee settled the para. 
 

37. PARA 1.1 (h), PAGE 6, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX - RS 0.369 MILLION 

 

The Audit pointed out that section 23 (1) (d) of the Sales Tax Act, 1990 read with clause (H) of the 

Sales Tax General Order No. 3 of 2004 dated 12th June, 2004 provides that all textile mills and 

persons making taxable supply of textile items (specifically yarn and fabric) were required to specify 

count/denier and construction thereof on the tax invoices issued by them. One registered person of 

Collectorate of Sales Tax and Federal Excise, Gujranwala claimed input tax on purchase invoices 

of cloth which did not contain count/denier and construction of cloth. This resulted in 

inadmissible adjustment of input tax of Rs 0.369 million during the year 2005-06. The lapse was 

pointed out to the Collectorate and the FBR during September to October, 2006. 
 

The PAO stated that whole amount had been recovered and vacated in adjudication verified by 

the Audit.  

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

38. PARA 1.1 (j), PAGE 7, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX - RS 0.241 MILLION 

 

The Audit pointed out that according to section 8(1)(a) of the Sales Tax Act, 1990 a registered 

person was not entitled to deduct input tax paid on the goods which were used for any purpose 

other than for the manufacture or production of taxable goods or taxable supplies. One registered 

person of LTU, Lahore purchased taxable goods but full quantity of goods was not received as 

per entries recorded on invoices by the store receiving official. The entire amount of input tax 

involved in the invoices was deducted from the output tax due from him. As the short received 

quantity of goods was not used for the manufacture of taxable supplies, hence input tax 

adjustment on purchase of goods amounting to Rs 0.241 million was not admissible. The lapse 

was pointed out to the LTU, Lahore and the FBR during December, 2006 to January, 2007. 
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Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 
 

The PAO stated that the amount is still under adjudication. 
 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee settled the para. 
In PAC meeting held on 02-01-2013 audit recommended the para for settlement. 

PAC DIRECTIVE (02-01-2013) 
The Committee settled the para. 
 

39. PARA 1.2, PAGE 7, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO CONCEALMENT OF SALES RS 
514.021 MILLION  
The Audit pointed out that according to section 3 of the Sales Tax Act, 1990 all taxable supplies 

made by a registered person are subject to levy of sales tax at the rate of fifteen per cent of the 

value of supplies and under section 26 every registered person is required to furnish a monthly 

Return-cum-Payment Challan indicating purchases and supplies (taxable, exempt and zero-rated 

separately) made during a tax period i.e. calendar month, the tax due and paid and such other 

information as may be prescribed. A comparison of monthly sales tax returns with the annual 

audited accounts/ income tax returns revealed that twenty registered persons declared their total 

sales in monthly sales tax returns lower than that declared in annual audited accounts/income tax 

returns. In some cases, the purchases were not accounted for in the inventory record and in some 

cases, production of taxable goods was shown less than the actual. This concealment of sales 

resulted in short-payment of sales tax of Rs 514.021 million (inclusive of default surcharge and 

penalty) during the period from January, 2003 to June, 2006. 

Audit further pointed out that the lapse was pointed out to the Collectorates and the FBR 

during June, 2005 to August, 2007. In PAC meeting held on 23rd August 2011 the PAO 

requested for one month time which was granted by the Committee. No Progress reported after 

holding of PAC meeting dated 23.08.2011. 

The PAO stated that the extent of Rs 17.538 million had been recovered / vacated and complete 

adjudication/assessment proceedings regarding Rs.1.620 million without any further delay. We 

expedite the recovery of Rs.4.040 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
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PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

40. PARA 1.3, PAGE 8, AR 2006-07 
NON/SHORT REALIZATION OF SALES TAX, DEFAULT SURCHARGE AND 
PENALTY RS -120.135 MILLION 
The Audit pointed out that Section 3 read with sections 6(2) and 26 of the Sales Tax Act 1990, 

requires a registered person to deposit sales tax due for a tax period (calendar month) by 15th of 

the following month through monthly return-cum-payment challan. Non/short-realization attracts 

penalty and default surcharge under sections 33 and 34 of the Sales Tax Act 1990. Fifty (50) 

registered persons either did not pay the amount of sales tax or paid it less than due. This led to 

non/short-payment of sales tax of Rs 119.638 million during 2005-06. Inclusion of penalty & 

default surcharge, to be re-calculated at the time of payment. The lapse was pointed out to the 

Collectorates and the FBR from March 2006 to August 2007.  
 

The Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO 

requested for one month time which was granted by the Committee. 

The PAO stated that the extent of amount of Rs 107.967 million in respect of recovered, 

withdrawn/vacated and recover amount of Rs. 6.086 million admitted for recovery is yet awaited.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
41. PARA 1.4, PAGE 9, AR 2006-07, MR-PAGE 

NON REALIZATION OF SALES TAX ON TAXABLE SERVICE RS 95.214 MILLION  
 

The Audit pointed out that according to section 3 of the Sindh Sales Tax Ordinance, 2000 sales 

tax was leviable on specified services at the rate of fifteen per cent of the value of taxable services 

provided or rendered by a registered person and the tax is to be charged, levied and paid in the 

same manner and at the same time as if it were a sales tax leviable under the Sales Tax Act, 1990. 

One registered person of the Collectorate of Sales Tax (Audit), Karachi provided/rendered 

taxable services to his customers but did not pay sales tax of Rs 95.214 million during July, 2000 

to June, 2006. The levy was challenged by the registered person in the Sindh High Court. During 

the period of legal proceedings, the registered person deposited the leviable tax with the Court. 

The Sindh High Court rejected the petition on 10th March, 2005 and upheld the levy of sales tax 

on services as a valid and legal action of the Sindh Government. This warranted transfer of sales 

tax deposited with the Court to the final head of account but this was not done. The Collectorate 

was asked by Audit in March, 2007 about the details of tax deposited with the Court for 

ascertaining its correctness. This matter was later reported to the FBR in July, 2007.  
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The PAO stated that the case being pertaining to M/S Sindh Club had been transferred to Sindh 

Revenue Board, Government of Sindh. 

PAC DIRECTIVES (26-09-2012) 
The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

42. PARA 1.5, PAGE 10, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO UNDER VALUATION OF TAXABLE 
SUPPLIES- RS. 87.588 MILLION 

 

The Audit pointed out that Under section 2(46)(a) of the Sales Tax Act 1990, the value of supply 

means the consideration in money including all federal and provincial duties and taxes and all 

other charges incurred in connection with making taxable supplies excluding the amount of sales 

tax. The Federal Government had also fixed the value of certain specified taxable supplies under 

various notifications. In case of any special nature of a transaction the value of supply shall be the 

open market price. Thirteen registered persons assessed and paid sales tax at the time of making 

taxable supplies on a value which was either much lower than the purchase value or less than the 

actual value of these supplies for the reason that cost of value addition was not taken into account. 

This led to under valuation of taxable supplies resulting in short realization of sales tax of Rs 

87.547 million during the year 2004-05 and 2005-06. 
 

Audit further pointed out that the lapse was pointed out to the Collectorates and the FBR from 

March 2006 to July 2007. No Progress reported after holding of PAC meeting dated 

23.08.2011.In PAC meeting held on 23rd August 2011 the PAO requested for one month time 

which was granted by the Committee. 
 

The PAO stated that extent of amount of Rs 5.343 million had been recovered, withdrawn 

/vacated and complete adjudication process in cases awaiting adjudication of Rs.40.250 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

43. PARA 1.6 (a), PAGE 11-12, AR 2006-07 
NON-PAYMENT OF SALES TAX ON SUPPLY OF TAXABLE GOODS RS 23.843 MILLION 
 

The Audit pointed out that according to section 3(1) of the Sales Tax Act, 1990 sales tax was 

leviable at the rate of 15 per cent of the value of supplies made by a registered person.  Two 

registered persons of LTU, Lahore used cement in-house for expansion of their cement plant but 
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did not pay sales tax leviable thereon. This caused non-realization of sales tax of Rs 23.843 

(22.642 + 1.200) million during 2005-06. The lapse was pointed out to the LTU, Lahore and the 

FBR in December, 2006 and January, 2007. 

The Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO 

requested for one month time which was granted by the Committee. 

The PAO stated that all the amount Rs. 23.843 million had been recovered.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
44. PARA 1.6 (b), PAGE 12, AR 2006-07 

NON-PAYMENT OF SALES TAX ON SUPPLY OF TAXABLE GOODS -RS 49.601 MILLION 
 

The Audit pointed out that Fifty seven (57) registered persons made supplies of taxable goods 

and fixed assets during the period from January, 2001 to June, 2006 without payment of sales 

tax though such goods were neither exempted nor declared as zero-rated at the time of supply 

under SRO 530(1)/2005 dated 6th June 2005. This resulted in non-realization of sales tax of 

Rs 49.601 million which will also attract levy of penalties and default surcharge under 

sections 33 and 34 of the Sales Tax Act 1990. The lapse was pointed out to the Collectorates 

and the FBR from December 2006 to August 2007. 

Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. 

The PAO stated that the extent of amount of Rs 18.026 million had been recovered, regularized, 

withdrawn/vacated and recover the outstanding amount and complete adjudication process, in 

cases of Rs.11.471 million and verification process is under process.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

45. PARA 1.6 (c), PAGE 13, AR 2006-07 
NON-PAYMENT OF SALES TAX ON SUPPLY OF TAXABLE GOODS RS 2.530 MILLION 
 

The Audit pointed out that according to section 3(1) of the Sales Tax Act, 1990 sales tax is 

leviable at the rate of 15 per cent of the value of supplies made by a registered person. Forty 

registered persons declared supply of taxable goods as per Return-Cum-Payment challans but did 
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not pay sales tax of Rs 2.530 million during 2005-2006 which attracts levy of penalty and default 

surcharge under sections 33 and 34 of the Sales Tax Act, 1990.The lapse was pointed out to the 

Collectorates and the FBR during August to December, 2006 and October, 2006 to January, 

2007. 

Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. 

The PAO stated that the extent of amount of Rs 1.451 million had been recovered and vacated. 

We expedite adjudication proceedings of Rs.0.282 million to be completed also the recovery of 

Rs. 0.282 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
46. PARA 1.7 (a), PAGE 13, PDP NO. 3815-ST/K MR-PAGE, AR 2006-07 

NON REALIZATION OF FURTHER TAX RS.22.850 MILLION  
 

The Audit pointed out that according to section 3(1A) of the Sales Tax Act, 1990 (defunct w.e.f. 

12th June, 2004) read with FBR’s ruling No. 65/2002 circulated vide C. No. 3(62) STP/97 (Pt-I) 

(Vol.-V) dated 25th October, 2002 taxable supplies made to unregistered persons are subject to 

further tax at the rate of three per cent in addition to the normal rate of sales tax.  One registered 

person of LTU, Karachi did not charge/pay further tax on the sale of taxable supplies 

(buses/trucks) to various unregistered persons like banks, leasing companies and other 

organizations during the period from January, 2003 to June, 2004. This resulted in non-realization 

of further tax of Rs 22.850 million calculated for the period from January, 2004 to 11th June, 

2004. The omission also attracts levy of penalty and default surcharge under sections 33 and 34 

of the Sales Tax Act, 1990.  The lapse was pointed out to the LTU and the FBR in March and 

August, 2007.  
 

The PAO stated that the LTU Karachi informed that the competent authority had vacated the 

show cause notice vide OIO No.3/2009 dated 28.01.2009. The said position had been verified by 

Audit. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

47. PARA 1.7 (b), PAGE 13, PDP NO. 3492, 3571, 3691 & 3715-ST/KMR-PAGE, AR 2006-07  
NON REALIZATION OF SALES TAX RS. 12.284 MILLION 

 

The Audit pointed out that section 3 read with sections 6(2) and 26 of the Sales Tax Act, 1990 

requires a registered person to deposit sales tax due for a tax period (calendar month) by 15th of the 
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following month through monthly return cum payment challan. Non/short realization attracts 

penalty and default surcharge under sections 33 and 34 of the Sales Tax Act, 1990. Four registered 

persons of the Collectorate of Sales Tax (Audit), Karachi either did not pay the amount of sales 

tax or paid less than due which resulted in non/short realization of sales tax of Rs 12.284 million 

during 2005-06 plus penalty and default surcharge leviable under the law. 
 

Audit further pointed out that the lapse was pointed out to the Collectorates and the FBR during 

March, 2006 to July, 2007. In the DAC meeting held in August, 2007 the Collectorates informed 

that all the cases were under adjudication. The DAC directed the Collectorates to expedite the 

adjudication proceedings. No further progress communicated to Audit till finalization of report. 
 

The PAO stated that the extent of recovery made/verified for Rs. 5.255 million, vacation of show 

cause notices involving Rs1.388 million and amount of Rs 1.175 million regularized and verified 

by Audit. We expedite the recovery involving Rs 4.466 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

48. PARA 1.8, PAGE 15, PDP NO. 3493,3494,3502&3534-ST/K  MR-PAGE, AR 2006-07 
INADMISSIBLE INPUT TAX ADJUSTMENT OF RS.22.944 MILLION  
The Audit pointed out that according to section 73 of the Sales Tax Act, 1990 any transaction 

(excluding utility bills) for a sum exceeding fifty thousand rupees in respect of which 

payment was made, other than through banking instruments shall not be admissible for the 

purpose of input tax credit, adjustment or refund. Eight registered persons did not make 

payments against purchase invoices of value exceeding fifty thousand rupees through prescribed 

banking instruments. This resulted in inadmissible input tax adjustment of Rs.22.944 million 

during 2004-06 plus penalty and default surcharge under sections 33 and 34 of the Sales Tax Act, 

1990.  The lapse was pointed out to the Collectorates and the FBR during December, 2005 to 

July, 2007.  

Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 

The PAO stated that Rs. 6.506 million had been recovered and regularized and verified from the 

Audit. We expedite the recovery involving Rs. 4.733 million and purse the cases involving Rs. 

11.705 million in the courts of the law. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 
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PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
49. PARA 1.9, PAGE 16, AR 2006-07 

NON-REALIZATION OF DEFAULT SURCHARGE - RS 14.311 MILLION 
 

The Audit pointed out that under sections 33 and 34 of the Sales Tax Act, 1990 if a registered 

person did not pay the tax due or any part thereof in time or in the manner specified in the Act, he 

shall, in addition to the tax due, pay penalty and default surcharge at the prescribed rates. Four 

registered persons made payment of sales tax after due dates without default surcharge plus 

penalty amounting to Rs 14.311 million. The lapse was pointed to the Collectorates and the FBR 

during December, 2006 to August, 2007. 
 

The Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested 

for one month time which was granted by the Committee.  
 

The PAO stated that the extent of amount of Rs 13.451 million has been recovered and 

withdrawn. The remaining of Rs. 0.860 million had been recovered soon.  

Audit recommended the para for settlement. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

50. PARA 1.10, PAGE 16, AR 2006-07 
NON-REALIZATION OF SALES TAX AGAINST ADVANCES FROM THE 
CUSTOMERS RS 11.600 MILLION 
Audit pointed out that under section 3 of the Sales Tax Act, 1990 sales tax was leviable at the 

rate of fifteen per cent of value of supplies and according to section 2(44) of the Act, a 

supply was deemed to had taken place at the earlier of the time of delivery of goods or time 

when any payment was received by the supplier in respect of that supply. Two registered 

persons received advances from their customers at the end of June, 2006 (as shown in their 

final accounts) against the supplies to make in future but did not pay sales tax leviable on 

such value of supplies in the relevant tax period which resulted in non-realization of sales tax 

of Rs 11.600 million. The lapse was pointed out to the Collectorates and the FBR during 

November, 2006 to July, 2007. 
 

Audit further pointed out that in PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. 
 

The PAO stated that the extent of amount of Rs 10.514 million has been recovered and vacated 

and verified by the audit. Expedite the recovery of remaining amount of Rs.1.084 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 
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PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

51. PARA 1.11 (a), PAGE 17, MR-PAGE, AR 2006-07 
IRREGULAR ZERO RATING OF TAXABLE GOODS – RS 3.752 MILLION 

 

The Audit pointed out that under section 4 of the Sales Tax Act, 1990 and notifications issued 

hereunder, goods exported out of Pakistan and the goods mentioned in the Fifth Schedule to the 

Act are chargeable to sales tax at the rate of zero per cent subject to fulfillment of certain laid 

down conditions. One registered person of LTU, Karachi had shown domestic zero rated supply 

of taxable goods in his monthly sales tax returns during the year 2005-06 but the documentary 

evidence i.e. invoices, sales register etc. relating to these domestic supplies were not made 

available to Audit for verification of the authenticity of the transactions. In the absence of any 

details/ documentary evidence, zero rating of taxable supplies was not admissible which resulted 

in non realization of sales tax of Rs 3.752 million. The lapse was pointed out to the LTU and the 

FBR in June and August, 2007.  
 

The PAO stated that the LTU informed that OIO No.34/2008 dated 30.04.2008 was set aside by 

the Appellate Tribunal.   
 

The Audit recommended the para for settlement. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

52. PARA 1.11 (b), PAGE 18, MR PAGE, AR 2006-07 
IRREGULAR ZERO RATING OF TAXABLE GOODS – RS 5.027 MILLION. 
The Audit pointed out that SRO No. 530(I)/2005 dated 6th June, 2005 provides for zero rating of 

supply of only such plant, machinery and equipment mentioned in the indicative list circulated by 

the FBR vide C.No.5/23-STB/2005 dated 15th December, 2005. One registered person of 

Collectorate of Sales Tax (Audit), Karachi applied zero rate of tax on the supply of parts of 

plant and machinery (ring travelers, PCT heading 8448.3310) not included in the indicative 

list of machinery meant for zero rating. The error resulted in non realization of sales tax of Rs 

4.454 million during February to July, 2006 which further attracted levy of penalty of Rs 

0.223 million and default surcharge of Rs 0.350 million (default surcharge to be recalculated 

at the time of payment) under sections 33 and 34 of the Sales Tax Act, 1990 respectively, 

raising the recoverable to Rs 5.027 million. The lapse was pointed out to the Collectorate and 

the FBR in September, 2006 and June, 2007.  

The PAO stated that the RTO informed that the Collector Appeals Vide Order In Appeals 

417/2009 dated 29.07.2009 set aside the Order In Original No.126/2008 dated 31.10.2008 

wherein the principal amount of sales tax was adjudged along with default surcharge and penalty. 

The said position was verified by Audit.  

Audit recommended the para for settlement. 
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PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

53. PARA 1.11 (c), PAGE 19, MR-PAGE, AR 2006-07 
IRREGULAR ZERO RATING OF TAXABLE GOODS – RS 2.069 MILLION 
The Audit pointed out that SRO No. 621(I)/2005 dated 17th June, 2005 provides for supply of 

certain specified goods at the rate of zero per cent.  One registered person of Collectorate of 

Sales Tax (Audit), Karachi incorrectly applied zero rate of tax on the supply of ‘plastic 

moulding compound’ which was not covered under the said SRO. The lapse resulted in non-

realization of sales tax of Rs 1.951 million during June, 2005. This further attracted levy of 

penalty of Rs 0.059 million and default surcharge of Rs 0.059 million (default surcharge to 

be recalculated at the time of payment) under sections 33 and 34 of the Sales Tax Act, 1990 

respectively, raising the recoverable to Rs 2.069 million. The lapse was pointed out to the 

Collectorate and the FBR in September, 2005 and June, 2007.  
 

The PAO stated that the RTO informed that the SCN has been vacated during adjudication.  Recovery 

action of the adjudged amount was in progress as last recovery notice was issued on 12.11.2009.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

54. PARA 1.12 (a), PAGE 20, MR-PAGE, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO APPLICATION OF INCORRECT 
RATE OF TAX AND WRONG CALCULATION – RS.1.684 
The Audit pointed out that according to section 3(2)(b) of the Sales Tax Act, 1990 read with  

SRO No. 389(I)/2001 dated 18th June, 2001 supply of certain specified goods was subject to levy 

of sales tax at the rate of twenty per cent of the value of  goods. Three registered persons of 

Collectorate of Sales Tax (Audit), and LTU, Karachi made supplies of such goods and charged 

sales tax at the rate of fifteen per cent instead of twenty per cent. Due to application of incorrect 

rate, sales tax of Rs 1.684 million was short realized during the period from January, 2001 to 

June, 2004. This further attracted levy of penalty and default surcharge under sections 33 and 34 

of the Sales Tax Act, 1990. The lapse was pointed out to the Collectorates and the FBR during 

June, 2004 to August, 2007.  

The PAO stated that Rs 0.514 million had been recovered and verified by the Audit. Expedite the 

recovery of Rs. 0.247 million and recovery will be made very soon. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 
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PAC DIRECTIVE (06-12-2012) 
The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 
The Committee directed the PAO to settle the para within one week. 

55. PARA 1.12 (b), PAGE 20, MR-PAGE, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO APPLICATION OF INCORRECT  
RATE OF TAX AND WRONG CALCULATION – RS.3.830 MILLION 
 

The Audit pointed out that according to section 3(2)(b) of the Sales Tax Act, 1990 read with  

SRO No. 389(I)/2001 dated 18th June, 2001 supply of certain specified goods was subject to levy 

of sales tax at the rate of twenty per cent of the value of  goods. Three registered persons of the 

Collectorate of Sales Tax (Audit) and LTU, Karachi wrongly calculated tax liability during the period 

from July 2003 to April 2006 resulting in short realization of sales tax of Rs 3.662 million plus penalty 

and default surcharge under sections 33 and 34 of the Sales Tax Act, 1990. The lapse was pointed 

out to the Collectorates and the FBR during December, 2006 and June to August, 2007.  
 

The PAO stated that the extent of Rs 3.301 million had been recovered, regularization and 

vacation of show cause notice verified by the Audit.  Expedite adjudication for Rs 0.361 million. 

PAC DIRECTIVE(26-09-2012)   

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

56. PARA 1.13, PAGE 21, MR-PAGE, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO EXCESS ADJUSTMENT OF INPUT 
TAX  - RS.3.343 MILLION 
 

The Audit pointed out that section 7 of the Sales Tax Act, 1990 provides that a registered person 

is entitled to claim/adjust input tax paid or payable during a tax period for the purpose of taxable 

supplies made or to be made by him. One registered person of LTU, Karachi claimed and 

adjusted excess amount of input tax due to wrong calculations. Adjustment of excess input tax 

caused short realization of sales tax of Rs 3.343 million during the period from May, 2004 to 

July, 2005.The lapse was pointed out to the LTU and the FBR in June, 2007 and August, 2007.  

The PAO stated that the LTU informed that adjudged government due was vacated by the 

adjudication authority vide OIO 36/2008 dated 22.05.2008. The said position was verified by 

audit 

PAC DIRECTIVES (26-09-2012) 
The Committee settled the para. 

 

57. PARA 1.14, PAGE 22, MR PAGE, AR 2006-07 
SHORT REALIZATION OF SALES TAX DUE TO INADMISSIBLE ADJUSTMENT OF 
INPUT TAX AGAINST FURTHER TAX – RS 1.750 MILLION 
 

The Audit pointed out that according to Section 7(1) read with section 8(1) (c) of the Sales 

Tax Act, 1990 the amount of input tax was not adjustable against the amount of further tax 
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due. Two registered persons of the Collectorate of Sales Tax (Audit) and LTU, Karachi incorrectly 

adjusted input tax credit against the payable amount of further tax during     2003-04. This caused 

short realization of sales tax of Rs 1.750 million plus penalty and default surcharge under sections 

33 and 34 of the Sales Tax Act, 1990. The omission was pointed out to the Collectorate/LTU and 

the FBR in June, 2005, June, 2007 and August, 2007.  

The PAO stated that The LTU/RTO  informed that one case involving Rs1,660,551 was 

adjudicated vide O.I.O No. 36/2008 dated 22.05.2008 and decided that no adjustment of further 

tax against input tax was made and actually  adjustment of input tax was made against  

accumulative carry forward amount of preceding month  which was regularized however, penalty 

and default surcharge of Rs. 41,794 was adjudged, whereas in other case involving Rs. 90,358 the 

show cause notice was vacated  vide O.I.O No. 382/2008 dated 10.11.2008 for principal amount 

and  penalty of Rs 5000 was imposed which is recoverable. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
58. PARA 1.15, PAGE 22, MR-PAGE, AR 2006-07 

EXCESS CLAIM OF INPUT TAX – RS 1.061 MILLION 
The Audit pointed out that one registered person of LTU, Karachi claimed refund of input tax of 

Rs 3.694 million instead of Rs 2.633 million during March, 2006. This irregularity caused excess 

refund of Rs 1.061 million. The lapse was pointed out to the LTU and the FBR in January and 

August, 2007. In DAC meeting of August, 2007 the LTU informed that recovery was in progress. 

The DAC directed the LTU to expedite recovery. Further progress in this regard was not 

conveyed till finalization of the report. 
 

The PAO stated that The LTU informed that due to clerical mistake the registered person claimed 

excess input tax for pointed out amount in the month of March, 2006 which was reduced from 

Refund Claim No.T-16036100009 and no excess refund was sanctioned  The said position was 

verified by the Audit. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

59. PARA 1.16, PAGE 23, AR 2006-07 
NON REALIZATION OF SALES TAX ON SERVICES - RS 0.899 MILLION  
 

The Audit pointed out that according to section 3 of the Sales Tax Act, 1990 a registered person 

was required to pay sales tax at the rate of 15 per cent of value of goods supplied and under 

section 26 of the Act, every registered person was required to furnish not later than the due date a 

true and correct return in the prescribed form indicating the purchases and the supplies made 



 
 

415 
 

during a tax period, etc. Two registered persons of the Collectorates of Sales Tax, Peshawar and 

Rawalpindi rendered taxable services to their customers but did not disclose these services in 

their monthly sales tax return cum payment challans during March to June, 2007 and evaded sales 

tax of Rs 0.899 million.  

The Audit further pointed out that the lapse was pointed out to the Collectorates and the FBR 

in March/July/ August, 2007. In PAC meeting held on 23rd August 2011 the PAO requested for 

one month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 
 

The PAO stated that RTO, Peshawar had informed that the record of the case had been 

transferred to LTU, Lahore. The extent of amount vacated and directed the LTU, Lahore to report 

progress to Audit and FBR as directed by the Audit in DAC meeting.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

60. PARA 1.17, PAGE 24, AR 2006-07 
GRANT OF INADMISSIBLE REWARD - RS 0.412 MILLION 

 

 

The Audit pointed out that under the Sales Tax Reward Order, 1998 reward was admissible on 

detection of evasion of sales tax. The Collectorate of Sales Tax and Federal Excise, Lahore paid 

reward of Rs 0.412 million to the staff for detecting sales tax evasion amounting to Rs 3.318 

million. Scrutiny of record revealed that an amount of Rs 2.000 million out of Rs 3.318 million was 

paid by the registered person on his own (on 16th November and 15th December, 2001) before the 

pointation of  recovery by the department. The reward on this amount was not admissible. The 

reward for the remaining amount of Rs 1.318 million was also not in order as the proof of its 

deposit was not made available to Audit. Reward was granted to informer although the amount was 

had been detected in routine departmental audit and no informer was involved. Thus, the sanction of 

the entire amount of reward was not in order. 

The Audit further pointed out that the lapse was pointed out to the Collectorate and the FBR in 

August and October, 2006. In PAC meeting held on 23rd August, 2011 the PAO requested for one 

month time which was granted by the Committee. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
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PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
61. PARA 1.18, PAGE 24-25, AR 2006-07 

SHORT PAYMENT OF SALES TAX DUE TO UN AUTHORIZED EXPORT RS 0.252 MILLION 
 

The Audit pointed out that rule 56(2) of the Sales Tax Rules, 2005 requires the issuance of an 

Authorization Order for zero rated supply on the prescribed form in the name of registered person 

who intends to supply taxable goods at the rate of zero per cent to the United Nations 

organizations working there under. One registered person of the Collectorate of Sales Tax and 

Federal Excise, Rawalpindi made zero rated supplies without having the requisite order resulting in 

short realization of sales tax of Rs 0.252 million. The lapse was pointed out to the Collectorate and 

the FBR in September and October, 2006. 

The PAO stated that all the amount had been recovered and got verified form Audit. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

62. PARA 2.1, PAGE 27, AR 2006-07 
REFUND OF EXCISE DUTY/SALES TAX COLLECTED FROM CONSUMERS BUT 
REFUNDED TO REGISTERED PERSONS - RS 226.450 MILLION 
 

The Audit pointed out that section 3-D of the Central Excise Act, 1944 and section 3-B of the 

Sales Tax Act, 1990 provides that any registered person who collects any tax or charge, whether 

under misapprehension of any provision of the Acts or otherwise, which was not payable as tax or 

charge or which was in excess of the tax or charge actually payable and the incidence of which 

has been passed on to the consumer, shall pay the amount of tax or charge so collected to the 

Federal Government. Two registered persons of the Collectorate of Sales Tax and Federal Excise, 

Lahore were allowed refund of central excise duty/sales tax collected and paid on Telecom 

Services for the period from January, 2001 to January, 2005 although the incidence of the 

duty/tax had already been passed on to the consumers. This caused inadmissible refund of Rs 

226.450 million during September to November, 2005. This further attracted the levy of penalty 

and default surcharge under the law. 

Audit further pointed out that the lapse was pointed out to the Collectorate and the FBR in August 

and October, 2006. in PAC meeting held on 23rd August, 2011 the PAO requested for one month 

time which was granted by the Committee. 

The PAO stated that the extent of amount has been recovered.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
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63. PARA 2.2, PAGE 28, AR 2006-07 
REFUND OF SALES TAX AGAINST EXPORTS TO AFGHANISTAN WITHOUT 
VALID EXPORT DOCUMENTS - RS 19.698 MILLION 
 

The Audit pointed out that Para 8(1) of the Export Policy Order, 2005 envisages that all items 

and commodities produced or manufactured in Pakistan and exported via land route or by air, 

against irrevocable letter of credit, confirmed orders or realization of export proceeds through 

banking channel or advance payment in convertible foreign currency shall be allowed zero 

rating of sales tax on taxable goods, rebate on federal excise duty and repayment or draw 

back of customs duty subject to the condition that the proof about those goods exported from 

Pakistan had reached Afghanistan would be verified on the basis of copy of import clearance 

documents issued by Afghan Customs Authorities. LTU, Lahore paid refund of sales tax of Rs 

19.698 million to two registered persons on export of zero rated supplies to Afghanistan during 

2005-06 although the claimants did not produce the requisite proof. This lapse further attracted 

levy of penalty and default surcharge under sections 33 and 34 of the Sales Tax Act, 1990. 

The Audit further pointed out that the lapse was pointed out to the LTU and the FBR in 

December, 2006 and January, 2007. In PAC held on 23rd August, 2011 the PAO requested for one 

month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 

The PAO stated that the extent of amount of Rs 17.425 million had been recovered and 

adjudication proceedings of Rs.2.273 million to be completed very soon. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 
 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
64. PARA 2.3, PAGE 29, AR 2006-07 

INADMISSIBLE REFUND DUE TO NON FULFILLMENT OF THE CONDITION OF 
SECTION 73 - RS 9.422 MILLION 
 

The Audit pointed out that the section 73 of the Sales Tax Act, 1990 provides that payment 

exceeding fifty thousand rupees in respect of any transaction, excluding utility bills, shall be 

made through a crossed cheque, bank draft or pay order or any other banking instruments 

showing transfer of payment in favour of seller from the business account of the buyer within 180 

days of issuance of tax invoices. In case of non fulfillment, such transaction is not admissible for 

the purpose of input tax credit, adjustment, deduction or refund, repayment or drawback of tax 

etc. Eight registered persons of Collectorate of Sales Tax, Lahore and Faisalabad, claimed refund 

of sales tax under section 10 of the Sales Tax Act, 1990 during 2005 which was sanctioned 
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without proof of payment through banking channel. This rendered the refund of Rs 9.422 million 

irregular.  
 

The Audit further pointed out that the lapse was pointed out to the Collectorates and the FBR 

during September, 2006 to July, 2007. In PAC meeting held on 23rd August, 2011 the PAO 

requested for one month time which was granted by the Committee. 
 

The PAO stated that the extent of amount of Rs 6.641 million in respect of vacated show cause 

notices and amount of Rs 1.591 million subject to verification by audit to the extent of 

compliance. Expedite the recovery proceedings of Rs.0.869 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

65. PARA 2.4, PAGE 29, AR 2006-07 
PAYMENT OF INADMISSIBLE REFUND TO ZERO RATED SECTOR RS 7.624 
MILLION 
 

The Audit pointed out that SRO No. 538(I)/2005 dated 6th June, 2005 provides that exporters of 

textile and textile articles, leather and articles thereof, carpets, surgical goods and sports goods 

were not entitled to claim any adjustment or refund of sales tax paid on stocks after the expiry of 

the tax period ending 30th June, 2005. Collectorate of Sales Tax and Federal Excise, Multan paid 

refund of Rs 7.624 million to three registered persons, who had claimed input tax on purchase of 

stocks after 30th June, 2005. This refund was inadmissible which further attracted penalty and 

default surcharge under sections 33 and 34 of the Sales Tax Act, 1990. 
 

The Audit further pointed out that the lapse was communicated to the Collectorate and the FBR 

during May & July, 2007. In PAC meeting held on 23rd August, 2011 the PAO requested for one 

month time which was granted by the Committee. 
 

The PAO stated that The RTO informed that the amount has been vacated by the adjudication 

authority. The same position was verified by the Audit.  

Audit recommended the para for settlement. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

66. PARA 2.5, PAGE 30, AR 2006-07 
ENTERTAINMENT OF TIME BARRED REFUND CLAIM OF SALES TAX-RS 7.107 MILLION 
 

The Audit pointed out that Section 66 of the Sales Tax Act, 1990 provides that no refund on 

account of input tax adjustment shall be allowed unless the claim is made within one year of the 

date of payment. The Collectorate of Sales Tax, Gujranwala sanctioned sales tax refund of Rs 
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7.107 million in thirty four cases where refund claims were lodged after the lapse of the 

prescribed period.  

Audit further pointed out that the lapse was pointed out to the Collectorate and the FBR during 

September, 2006 to July, 2007. In PAC meeting held on 23rd August, 2011 the PAO requested for 

one month time which was granted by the Committee. 

The PAO stated that the contested cases of Rs. 7.107 million has been recovered. 

PAC DIRECTIVES (26-09-2012) 
The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 
The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

67. PARA 2.6, PAGE 31, AR 2006-07 
EXCESS REFUND OF SALES TAX ON EXPORTS - RS 5.231 MILLION 
The Audit pointed out that section 4 of the Sales Tax Act 1990, provides that goods exported 

were subject to sales tax at the rate of zero per cent. This entitles the registered exporters under 

section 7 of the Act to claim adjustment of input tax, paid on materials or goods used in the 

manufacture of exported goods, against output tax due from them in that tax period. The 

Collectorate of Sales Tax and Federal Excise, Multan refunded sales tax of Rs 4.720 million to a 

registered person during November, 2004 to February, 2005 who had shown the weight of 

consumed materials/goods unreasonably higher than the weight of the goods exported. Similarly 

excess refund of Rs. 0.511 million was allowed to an exporter who had shown consumption of 

excess quantity of shoe buckles than that actually used in exported goods. The inadmissible 

refund attracted provisions of section 33 and 34 of the Sales Tax Act 1990, for levy of penalty 

and default surcharge. 
 

The Audit further pointed out that the lapse was conveyed to the Collectorates and the FBR 

during April and July 2007. In PAC meeting held on 23rd August, 2011 the PAO requested for 

one month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 

The PAO stated that the extent of Rs.0.511 million has been vacated and remaining of Rs. 4.720 

million has been recoverable.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
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68. PARA 2.7 (A), PAGE 31, MR-PAGE, AR 2006-07 
PAYMENT OF EXCESS REFUND OF SALES TAX – RS 1.508 MILLION 
The Audit pointed out that section 10 of the Sales Tax Act, 1990 read with the Sales Tax Refund 

Rules, 2002 issued under SRO No. 575(I)/2002 dated 31st August, 2002 and Chapter-V of the 

Sales Tax Rules, 2005 issued under SRO No.533 (I)/2005 dated 6th June, 2005 binds the refund 

sanctioning authority to satisfy himself about genuineness and admissibility of the claim. The 

Collectorate of Sales Tax (Enforcement), Karachi twice refunded sales tax of Rs 1.508 million. 

Once in June, 2005 and 2nd time in July, 2005 causing loss to Government exchequer. The lapse 

was pointed out to the Collectorate and the FBR in June and July, 2007. In DAC meeting held in 

August, 2007 the Collectorate intimated that case was under examination.  

The PAO stated that matter was pending adjudication. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

69. PARA 2.7 (B), PAGE 32, MR-PAGE, AR 2006-07 
PAYMENT OF EXCESS REFUND OF SALES TAX – RS 2.937 MILLION 

 

The Audit pointed out that section 10 of the Sales Tax Act, 1990 read with the Sales Tax Refund 

Rules, 2002 issued under SRO No. 575(I)/2002 dated 31st August, 2002 and Chapter-V of the 

Sales Tax Rules, 2005 issued under SRO No.533 (I)/2005 dated 6th June, 2005 binds the refund 

sanctioning authority to satisfy himself about genuineness and admissibility of the claim. One 

registered person filed a refund claim for Rs 0.286 million vide sales tax return-cum-payment 

challan for the month of July, 2005. The Collector of Sales Tax (Enforcement), Karachi added to 

it an amount of Rs 3.634 million on account of some previous pending claims without 

documentary evidence raising the amount of refund to Rs 3.920 million (Rs 0.286 + Rs 3.634). 

The sanctioning authority accepted the refund of Rs 2.937 million out of Rs 3.920 million. The 

scrutiny sheet of the claim revealed that MR (Mat Receipt) numbers and dates of shipping bills 

were not verifiable. Bank statements and Bank Credit Advice were also not available in support 

of the claim. These deficiencies could not be detected by STARR system and a refund of Rs 

2.937 million was paid to the claimant which was irregular. The omission was pointed out to the 

Collectorate and the FBR in June and July, 2007.  
 

The PAO stated that the show cause notice had been vacated by the competent authority; 

however, the report of Post Refund Audit was still awaited.  Audit desired that a copy of report of 

the PRA including compliance of Section 73 of the sales Tax Act 1990 may be provided to them 

for verification. 
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PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

70. PARA 2.8, PAGE 33, AR 2006-07 
INADMISSIBLE REFUND OF SALES TAX DUE TO NON MENTIONING OF 
COUNTS/CONSTRUCTION ON EXPORT DOCUMENTS - RS 4.101 MILLION 

 

The Audit pointed out that under Sales Tax General Order No.5 of 1998 dated 28th August, 1998 

issued by the FBR all textile units and persons making taxable supplies of textile items were 

required to specify the count/denier and construction thereof on the tax invoice issued by them. 

The Collectorate of Sales Tax and Federal Excise, Multan refunded sales tax of Rs 4.101 million 

to two exporters although they did not mention the count/ denier in the sales tax invoices, 

shipping bills etc.  

The lapse was pointed out to the Collectorate and the FBR in April and July, 2007. In PAC 

meeting held on 23rd August, 2011 the PAO requested for one month time which was granted by 

the Committee. No Progress reported after holding of PAC meeting dated 23.08.2011. 

The PAO stated that the extent of Rs 3.906 million has been vacated and recovery of Rs. 0.195 

million has yet been awaited.  

PAC DIRECTIVES (26-09-2012) 
 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

71. PARA 2.9, PAGE 33, AR 2006-07 
ADVANCE PAYMENT OF REFUND OF SALES TAX – RS 2.227 MILLION 
 

The Audit pointed out that section 7 of the Sales Tax Act 1990, read with FBR ruling/instruction 

No. 72/2002 issued vide No. 3(20) ST-L&P/2001 dated 28th November, 2002 entitles a registered 

person to deduct input tax from output tax of that tax period and excess amount of input tax 

incurred in connection with a zero rated supply, if exceeds the output tax, shall be refunded 

subject to certain specified conditions, restrictions and limitations. The Collectorate of Sales Tax 

and Federal Excise, Multan refunded sales tax in two cases where the refund claims pertained to a 

month other than the month of actual export resulting in excess payment of refund of sales tax of 

Rs 2.227 million. 

Audit further pointed out that the lapse was communicated to the Collectorate and the FBR from 

April to July, 2007. In PAC meeting held on 23rd August, 2011 the PAO requested for one month 
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time which was granted by the Committee. No Progress reported after holding of PAC meeting 

dated 23.08.2011. 

The PAO stated that the extent of Rs.1.278 million in which show cause notice had been vacated 

and recovery of Rs. 0.949 million has yet been awaited.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

72. PARA 2.10, PAGE 34, AR 2006-07 
SANCTION OF INADMISSIBLE REFUND TO A BLACKLISTED CLAIMANT RS 2.022 
MILLION 
 

The Audit pointed out that section 21 of the Sales Tax Act, 1990 read with Sales Tax General 

Order No.3 of 2004 dated 12th June, 2004 prescribes a procedure for black listing and suspension 

of registration and binds collectorates to provide all such lists to their refund, audit and other 

concerned staff to ensure that no refund is paid or input tax adjustment is accepted on invoices 

issued by such persons. The Collectorate of Sales Tax and Federal Excise, Gujranwala sanctioned 

refund of Rs 2.202 million for the tax period of December, 2005 and August, 2006 in June and 

December, 2006 to a registered person despite the fact that Federal Board of Revenue had ‘Black 

Listed’ him on March 13th, 2006. This resulted in payment of inadmissible refund of Rs 2.022 

million. This lapse further attracted levy of penalty and default surcharge under sections 33 and 

34 of the Sales Tax Act, 1990. 
 

The lapse was pointed out to the Collectorate and the FBR in February and April, 2007. In the 

DAC meeting held in September, 2007. In PAC held on 23rd August, 2011 the PAO requested for 

one month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 

The PAO stated that the amount had been adjudged but recovery was yet to be made. 

 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

73. PARA 2.11, PAGE 35, AR 2006-07 
EXCESS REFUND OF SALES TAX ON CHEMICALS - RS 1.179 MILLION  
 

The Audit pointed out that FBR’s Circular No. 1(26) STR/2003 dated 22nd October, 2003 lays 
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 down that sales tax refund on chemicals used in leather, leather products/leather garments should 

not exceed four per cent of the FOB value of exported finished products. The Collectorate of 

Sales Tax and Federal Excise, Multan refunded sales tax of Rs 1.179 million to a registered 

person who had shown / consumed excess percentage of chemicals than the prescribed limits. The 

over payment attracted provisions of sections 33 and 34 of the Sales Tax Act, 1990 to levy 

penalty and default surcharge. The lapse was conveyed to the Collectorate and the FBR in 

April and July, 2007. 
 

The PAO stated that the demand had been vacated by the adjudicating authority. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 
 

74. PARA 2.12, PAGE 36, AR 2006-07 
INADMISSIBLE REFUNDS WITHOUT PROOF OF EXPORT - RS 0.684 MILLION 
 

The Audit pointed out that section 10 of the Sales Tax Act, 1990 provides that if the amount of 

input tax in a tax period exceeds the output tax due from a registered person, the excess amount 

was refundable to him. Further, under para 205 of General Financial Rules, Vol-I, refund was 

admissible against an original credit. The Collectorates of Sales Tax and Federal Excise, 

Gujranwala and Multan allowed refund of input tax of Rs 0.684 million to three  registered 

persons in February and October, 2004 and June, 2005 on purchases which were not available 

in inventory record. This further warranted invoking of provisions of sections 33 and 34 of 

the Sales Tax Act, 1990 to levy penalty and default surcharge. 
 

The lapse was pointed out to the Collectorates and the FBR during March to July, 2007. In PAC 

meeting held on 23rd August, 2011 the PAO requested for one month time which was granted by 

the Committee. 

The PAO stated that all the amount of Rs. 0.684 million had been recovered and verified by the 

Audit.   
 

Audit recommended the para for settlement. 
 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

75. PARA 4.1 (a), PAGE 55, AR 2006-07 
INSUFFICIENT ACTION FOR RECOVERY OF ARREARS OF FEDERAL EXCISE 
DUTY RS 1.878 MILLION 
 

The Audit pointed out that section 14 of the Federal Excise Act, 2005 and rule 60 of the Federal 

Excise Rules, 2005 empowers the tax collecting departments to recover the federal excise duty. 

Tax collectors did not take adequate measures to recover a sum of Rs 1.878 million. 

Superintendent Federal Excise, Faisalabad did not invoke provisions of section 24 of the Federal 

Excise Act, 2005 to recover the long outstanding arrears of federal excise duty of Rs 1.878 

million in eleven cases despite the lapse of a period of more than six years. The lapse was pointed 

out to the Collectorate and the FBR in November, 2006 and January, 2007. 
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The PAO stated that an amount of Rs.1.878 million had been vacated in the adjudication 

proceedings. The position has been verified by audit. 
 

PAC DIR ECTIVES (26-09-2012) 

The Committee settled the para. 

76. PARA 4.1 (b), PAGE 55, AR 2006-07 
INSUFFICIENT ACTION FOR RECOVERY OF ARREARS OF FEDERAL EXCISE 
DUTY RS 73.483 MILLION 
The Audit pointed out that section 14 of the Federal Excise Act, 2005 and rule 60 of the Federal 

Excise Rules, 2005 empowers the tax collecting departments to recover the federal excise duty. 

Tax collectors did not take adequate measures to recover a sum of Rs. 73.483 million as detailed 

below: Deputy Collector, Sales Tax & Federal Excise Division-I and VII, Lahore did not take 

sufficient action as provided in section 14 of the Federal Excise Act, 2005 and rule 60 of the 

Federal Excise Rules, 2005 to recover long outstanding arrears of federal excise duty of  Rs 

73.483 million in twenty eight cases.  

Audit further pointed out that the lapse was pointed out to the Collectorate and the FBR in 

December, 2006 and January, 2007.  In PAC meeting held on 23rd August, 2011 the PAO 

requested for one month time which was granted by the Committee. No Progress reported after 

holding of PAC meeting dated 23.08.2011. 
 

The PAO stated that the extent of amount of Rs 10.206 million has been recovered, 

withdrawn/vacated and recovery of Rs. 7.022 million has yet been awaited.  

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

77. PARA 4.1 (c), PAGE 56, AR 2006-07 
INSUFFICIENT ACTION FOR RECOVERY OF ARREARS OF FEDERAL EXCISE 
DUTY RS 9.685 MILLION 

 

The Audit pointed out that the Collector (Appeals), Lahore rejected appeals of five excisable units 

upholding decisions of the adjudicating authorities of the Collectorate of Sales Tax and Federal 

Excise, Lahore. The adjudged amount of federal excise duty of Rs 9.685 million has yet not been 

recovered despite the lapse of a considerable period. The lapse was pointed out to the 

Collectorate and the FBR in September and October, 2006. 

The PAO stated that the extent of amount of Rs 4.039 million amount had been recovered and 

vacated in adjudication. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 
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PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

78. PARA 4.2 (a), PAGE 57, AR 2006-07 
SHORT REALIZATION OF FEDERAL EXCISE DUTY AND SALES TAXRS 29.023 MILLION 
 

The Audit pointed out that M/s Punjab Beverages Private Limited, Faisalabad and M/s Coca Cola 

Beverages Pakistan Limited, Faisalabad, Multan and Rahim Yar Khan cleared beverage bottles of 

1500 ML and 1000 ML but did not pay federal excise duty at retail price of these brands paid by 

consumers on the plea that the bottles were un-chilled. The duty was paid after deducting chilling 

charges from the consumer price. This plea was not tenable as these were economy packs sold 

without consideration of chilling or non-chilling aspect. The Honorable Supreme Court of Pakistan 

also upheld the aspect of payment of federal excise duty on consumer price vide their judgment 

dated 10th December, 2003 in case of M/s Riaz Bottlers (Pvt.) Ltd., Lahore. Non charging of federal 

excise duty on consumer price resulted in short-realization of federal excise duty and sales tax 

aggregating to Rs 29.023 million in four cases during the year 2005-06. The lapse was pointed out 

to the Collectorates and the FBR in November, December, 2006 and January, 2007. 

The PAO stated that the extent of amount of Rs 23.026 million amount had been 

recovered/vacated in adjudication and Rs. 5.997 million amount is under recovery.  

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

79. PARA 4.2 (b), PAGE 58, AR 2006-07 
SHORT REALIZATION OF FEDERAL EXCISE DUTY AND SALES TAXRS 0.417 
MILLION 
The Audit pointed out that M/s Pakola Bottles (Pvt.) Ltd., Islamabad paid federal excise duty 

on the basis of retail price but without including federal excise duty therein whereas all other 

multinational/local beverages companies were rightly paying federal excise duty on the basis 

of retail price inclusive of federal excise duty. This caused short realization of federal excise 

duty of Rs 0.363 million and sales tax of Rs 0.054 million aggregating to Rs 0.417 million 

besides penalty and default surcharge leviable under the law. 
 

The Audit further pointed out that the matter was pointed out to the Collectorate and the FBR 

in February, and May, 2007. In PAC meeting held on 23rd August, 2011 the PAO requested for 

one month time which was granted by the Committee. 

The PAO stated that the case are under adjudication for Rs.0.417 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 
The Committee granted one month time to settle the para. 
In PAC meeting held on 02-01-2013 audit recommended the para for settlement. 
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PAC DIRECTIVE (02-01-2013) 

The Committee settled the para. 
 

80. PARA 4.3, PAGE 58, AR 2006-07 
UN VERIFIED EXPORT OF CEMENT TO AFGHANISTAN - RS 20.410 MILLION 
The Audit pointed out that under section 5 of the Federal Excise Act, 2005 and section 4 of the 

Sales Tax Act, 1990 goods exported to foreign destinations are subject to federal excise duty and 

sales tax at the rate of zero per cent, however, according to Para 8 of the Export Policy Order, 

2005 issued vide SRO 735(I)/2005, dated 21st July, 2005 (effective during 2005-06), proof of 

goods exported to Afghanistan was required to be verified on the basis of import clearance 

documents issued by Afghanistan Customs Authorities. In the absence of said verification, such 

exports were not entitled to zero rating of sales tax and rebate of federal excise duty on excisable 

goods. Cement was exported to Afghanistan via land route in 2005-06 but the required verification 

through import clearance documents issued by Afghanistan Customs Authorities was not made as 

the same were not produced to Audit for verification on requisition. In some cases photocopies of 

clearance documents were available but quantities shown therein did not match with the quantities 

shown in shipping bills. Moreover, the same documents were manipulated again and again in 

support of different shipping bills. All this resulted in non realization of federal excise duty and 

sales tax aggregating Rs 20.410 million in one hundred cases. 

The Audit further pointed out that the lapse was pointed out to the Collectorates and the FBR 

during December, 2006 to May, 2007. In PAC meeting held on 23rd August, 2011 the PAO 

requested for one month time which was granted by the Committee. 
 

The PAO stated that the extent of amount of Rs 20.100 million has been recovered and vacated 

and Rs. 0.310 million recoveries is yet awaited. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 
 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
81. PARA 4.4, PAGE 59, AR 2006-07 

INADMISSIBLE ADJUSTMENT OF FEDERAL EXCISE DUTY - RS 3.658 MILLION 
The Audit pointed out that under SRO No. 650(I)/2005, dated 7th July, 2005 input adjustment of 

federal excise duty on concentrates/syrups and flavours (PCT headings 2106.9010 and 

3302.1010) was not admissible if these were used in the manufacture of aerated waters. M/s 

Select Beverages, Islamabad adjusted input of federal excise duty of  Rs 3.658 million paid on 

import of Cola Concentrate and Lemon Flavor (PCT heading 3302.1010) in October, 2005 while 

the adjustment was not available on the concentrates/syrups and flavors to be used in the 
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manufacture of aerated waters. This warranted levy of default surcharge as well under section 8 

of the Federal Excise Act, 2005.  

Audit further pointed out that the lapse was pointed out to the Collectorate and the FBR in 

February and May, 2007. In PAC meeting held on 23rd August, 2011 the PAO requested for one 

month time which was granted by the Committee. No Progress reported after holding of PAC 

meeting dated 23.08.2011. 

The PAO stated that the cases were under adjudication for Rs.3.658 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 
The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
82. PARA 4.5 (a), PAGE 60 AR 2006-07 

NON-REALIZATION OF FEDERAL EXCISE DUTY - RS 1.889 MILLION 
The Audit pointed out that under section 3 of the Federal Excise Act, 2005 read with S. No.7 

of Table-II of the First Schedule to the Act, services provided or rendered by insurance 

companies in respect of goods or other insurances were liable to federal excise duty at the 

rate of three per cent of the premium paid. The leviable federal excise duty of Rs 1.889 

million was not recovered. M/s The Pakistan General Insurance Company Limited, Bank 

Square, Lahore did not pay federal excise duty of Rs 1.889 million leviable on the receipt of 

insurance premium in respect of goods insured during 2005. The lapse was pointed out to 

the Collectorate and the FBR in September and October, 2006. 

The PAO stated that all Rs. 1.889 million has been recovered and verified by Audit. 

Audit recommended the para for settlement. 
 

PAC DIRECTIVES (26-09-2012) 
The Committee settled the para. 

83. PARA 4.5 (b), PAGE 61, AR 2006-07 
NON-REALIZATION OF FEDERAL EXCISE DUTY - RS 0.522 MILLION 
The Audit pointed out that under section 3 of the Federal Excise Act, 2005 read with S. 

No.7 of Table-II of the First Schedule to the Act, services provided or rendered by 

insurance companies in respect of goods or other insurances are liable to federal excise 

duty at the rate of three per cent of the premium paid. The leviable federal excise duty of 

Rs 0.522 million was not recovered. M/s Askari General Insurance Company, Rawalpindi did 

not pay federal excise duty of Rs 0.522 million leviable on collection of five percent admin 

surcharge on cash premium as it was not specifically exempted from duty. The lapse was pointed 

out to the Collectorate and the FBR in February and May, 2007. 

The PAO stated that the recovery of Rs.0.522 million has been made and verified by Audit. 

PAC DIRECTIVES (26-09-2012) 
The Committee settled the para. 
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84. PARA 4.6, PAGE 61, AR 2006-07 
NON REALIZATION OF DEFAULT SURCHARGE ON LATE DEPOSIT OF FEDERAL 
EXCISE DUTY - RS 0.176 MILLION 
The Audit pointed out that under section 8 of the Federal Excise Act, 2005 if a person fails to pay 

federal excise duty within the prescribed time, he was required to pay default surcharge at the rate 

of one per cent per month for the first six months and at the rate of one and half per cent per 

month thereafter. M/s Fauji Cement Company Ltd., Rawalpindi made payment of federal excise 

duty for July and August, 2005 after due dates and the default surcharge of Rs 0.176 million 

leviable under the law was neither paid by the company nor demanded by the Collectorate. 

The Audit further pointed out that the lapse was pointed out to the Collectorate and the FBR in 

February and May, 2007.  In PAC meeting held on 23rd August, 2011 the PAO had requested for 

one month time which was granted by the Committee. 

The PAO stated that the recovery of Rs. 0.176 million has made and verified by Audit. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

85. PARA 6.1, PAGE 65, AR 2006-07 
NON COMPLIANCE OF ENACTED PROVISIONS AND RULES FOR RECOVERY OF 
GOVERNMENT DUES IN ADJUDICATED CASES - RS 2,688.669 MILLION 
The Audit pointed out that under section 202 of the Customs Act 1969 read with Customs Rules 

2002 and section 48 of the Sales Tax 1990 read with Sales Tax Recovery Rules 2003, customs 

duties and sales tax due from a person can be recovered by customs and sales tax officers in 

accordance with the procedure laid down in the law. Test check of recovery registers revealed 

that tax collecting departments did not take adequate measures for recovery of adjudged 

government dues. In eight hundred and twenty five cases picked up at random, tax revenue of Rs 

2,688.669 million was found pending for recovery for a period up to five years or even more. The 

insufficiency of action for recovery of government revenue was pointed out to the Collectorates 

and to the FBR during 2006-2007. In PAC meeting held on 23rd August, 2011 the PAO had 

requested for one month time which was granted by the Committee. 

The PAO stated that the extent of amount of Rs 1,214.028 million recovered, withdrawn, 

regularized and vacated and recovery of Rs. 93.092 million amount is yet awaited.  Expedite the 

adjudication proceedings of Rs.44.655 million which are pending since last five years. Amount  

of 289.256 million proposed to be deferred being subjudice in court of law. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
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86. PARA 6.3, PAGE 67, MR-PAGE, AR 2006-07 
NEED FOR AMENDMENT IN GOVERNMENT NOTIFICATION TO CHECK TAX 
EVASION  RS. 642.778 MILLION 
 

The Audit pointed out that locally manufactured cigarettes were chargeable to high taxation 

i.e.federal excise duty at 42.69 per cent and sales tax at the rate of 15 per cent of retail price. 

Manufacturers of cigarettes are essentially to be the persons registered under the Federal Excise 

Act, 2005 and Sales Tax Act, 1990 with a view to check evasion of duties and taxes. Unregistered 

persons are not authorized to manufacture cigarettes. Artificial Filament Tows and Filter Rods, 

used in the manufacture of cigarettes, are both excisable and taxable under the Acts. With a view 

to document the economy and to obviate chances of tax evasion, the Government issued SRO No. 

488(I)/2004 dated 12th June, 2004 at the instance of Statutory Audit, banning their supply to 

unregistered persons and if any such supply is made, the registered person shall not be entitled to 

reclaim or deduct input tax. In order to avoid high taxation on the manufacture of Filter Rods, a 

registered person, concealed production of Filter Rods by showing the sale of Artificial 

Filament Tows to an unregistered person and deprived government of potential revenue of Rs 

642.778 million.  In the DAC meeting of August, 2007 the Collectorate intimated that 

contravention case was being framed against the registered person for adjudication.  
 

This is not a simple case of recovery but misuse of the Government notification. In order to curb the 

malpractices and to safeguard public revenues, there was a need to amend the notifications 

restricting the sale of Filter Rods to registered cigarette manufacturing units only. 

The PAO stated that the RTO informed that matter was taken up .with FBR that issue may be 

examined at their end.      

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

87. PARA 6.4, PAGE 68, AR 2006-07 
NON COMPLIANCE OF ENACTED PROVISIONS THROUGH ADJUSTMENT OF 
CARRY FORWARD AMOUNT AGAINST OUTPUT TAX - RS 238.682 MILLION 

 

The Audit pointed out that under section 10 of the Sales Tax Act 1990 read with Sales Tax Rules 

2005, carried advice was subject to adjustment advice issued by the Collectorate of sales tax. 

Twenty nine registered persons against the provision of law and rules carried forward the excess 

amount of input tax and adjusted an amount of Rs 238.682 million against the out put tax for the 

year 2005-06 instead of claiming the refund. The registered persons adopted unlawful practice to 

avoid detailed scrutiny of their tax record. 
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Audit further pointed out that the lapse was pointed out to the Collectorates and the FBR from 

September 2006 to August 2007. In PAC meeting held on 23rd August, 2011 the PAO had 

requested for one month time which was granted by the Committee. 
 

The PAO stated that the extent of amount of Rs 133.699 million recovered, withdrawn/vacated 

and recovery of 58.737 million is yet awaited. The Department expedite the adjudication 

proceedings of Rs. 35.065 million. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

88. PARA 6.5, PAGE 69, MR-PAGE, AR 2006-07 
NON OBSERVANCE THE OF PROVISIONS OF SALES TAX ACT AND RULES BY 
DIPLOMATS/ PRIVILEGED PERSONS TO AVAIL ZERO RATING FACILITY ETC. 
RS. 27.946 MILLION 
The Audit pointed out that under section 4 of the Sales Tax Act, 1990 supply of goods to 

diplomats, diplomatic missions and supply of stores and provisions for consumption on board a 

conveyance proceeding to a destination outside Pakistan is chargeable to tax at the rate of zero per 

cent. Rule 59 of the Sales Tax Rules, 2005 lays down that any privileged organization desirous of 

taking a zero rated supply from a registered person shall apply to the Sales Tax Authorities having 

jurisdiction for permission to take delivery of goods along with an exemption order, duly issued by 

the Foreign Affairs Division of the Government of Pakistan. The Assistant/Deputy Collector after 

assessing the admissibility of zero rated supply shall issue authorization certificate in the name of a 

registered person who is to make supplies. The supplier shall produce the authorization certificate to 

Sales Tax Department as and when asked to do so. Similar check is to be exercised by the 

authorized officer of the Customs Department in case of supply of zero rated stores and 

provisions for consumption on board a conveyance proceeding to a foreign destination, keeping 

in view the size of conveyance, number of passengers/crew and length of voyage or journey. Test 

check revealed that facility of zero rating was misused and supplies were made in five cases 

without the requisite exemption order, the authorization certificate and also without ascertaining 

the genuine requirements of supplies as stores and provisions for consumption on broad depriving 

the government of revenue of Rs 27.946 million. The omission was pointed out to the 

Collectorates and the FBR during December, 2006 to August, 2007.  

The PAO stated that Rs26.605 million has been recovered and vacation of show cause notice and 

get verified form audit. We expedite adjudication of the remaining amount for Rs1.341 million.  

 

 



 
 

431 
 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

89. PARA 6.8, PAGE 72, MR-PAGE, AR 2006-07 
NON PRODUCTION OF RECORD TO AUDIT 
The Audit pointed out that under section 14(2) of the Auditor General’s (Functions, Powers and 

Terms and Conditions of Service) Ordinance, 2001 any officer in charge of any office or 

department shall afford all facilities and produce record for audit inspection and comply with 

requests for information in as complete a form as possible and with all reasonable expedition. The 

Collectorates of Sales Tax and Federal Excise (Audit), LTU, Karachi did not produce record of 

two hundred and twenty eight units for audit for the period 2003-04, 2004-05 and 2005-06. The 

lapse was pointed out to the Collectorate and the FBR during July, 2005 to September, 2007.  In the 

DAC meetings held from time to time the Collectorates were directed to produce the requisite record 

in these cases. The Collectorates produced record of only sixty eight units while record pertaining to 

one hundred and sixty units was not produced despite repeated requests by Audit. 

The PAO stated that tax profiles of the all registered persons available in the data base of the 

RTO have been provided to the Audit. The LTU informed that the record will be available for 

Audit. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
90. PARA 69, AR 2006-07 

NON-RECOVERY OF SERVICE CHARGES AND INTEREST FROM NHA ON 
ACCOUNT OF WEIGH STATIONS-RS.18.577 MILLION.  

 

The Audit pointed out that according to clause 7.7 of the agreement dated September 13, 2004 

 between NHA and PRAL, regarding operational management of specified weigh stations, all 

payments to the operating contractor (PRAL)shall be made by the employer (NHA) within 30 

days on receipts of invoice and the employer shall pay interest @ 4% per annum,if the payments 

are delayed by more than 30 days . National highway Authority did not pay a single rupee to 

Pakistan Revenue Automation (Pvt) Limited (PRAL) during the year 2005-06 on accounts of 

operation of weigh stations at M-2 ( Rawalpindi to Lahore) and an amount of Rs.18.577 million 
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(Principal Rs 17.949 million+ interest Rs.0.628 million ) was outstanding against the Authority as 

on December 31st,2006. The agreement expired on July 31, 2006.   

The PAO stated that the recovery from NHA on account of operation of weigh stations has not 

yet been made and efforts for recovery are underway. 

PAC DIRECTIVES (26-09-2012) 

The Committee directed to the PAO to take disciplinary action against the responsible persons for 

non production of the record to Audit for verification. The Committee granted two month’s time. 

PAC DIRECTIVE (06-12-2012) 

The Committee granted one month time to settle the para. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

91. PARA 70, AR 2006-07 
IRREGULAR PAYMENT OF BONUS RS.2.465 MILLION.  
The Audit pointed out that according to Finance Division (Regulation wing), Government of 

Pakistan OM No.F-3 (5) R-12/80(R-14)Voll-II /2001-544 dated November 30, 2001 payment of 

bonus to the employees of autonomous bodies/semi autonomous bodies/corporations will be paid 

with the concurrence of the Finance Division in addition to approval from the Board of Directors. 

Audit further pointed out that on contrary to the above, the management of Pakistan Revenue 

Automation (Pvt) Limited paid an amount of Rs.2.465 million as bonus to its employees on July 

15, 2002 without concurrence of Finance Division.    

The PAO stated that PRAL was a Private Limited company incorporated under the Companies 

Ordinance 1984 and is fully owned company of a Federal Board of Revenue and being 

independently run and managed by Board of Directors. The matter was placed before the PRAL 

Board of Directors and after in-depth deliberation the Board of Directors approved the payment 

of bonus. 

The Audit recommended the para for settlement. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 

92. PARA 71, AR 2006-07 
IRREGULAR EXPENDITURE ON INSURANCE OF VEHICLES FROM PRIVATE 
COMPANIES-RS.0.602 MILLION 
 

The Audit pointed out that section 166 (3) of National Insurance Company Limited (Re-

organization) Ordinance 2001 stipulates that all insurance business relating to any public property 

shall be placed with the company and with no other insurer and any policy of insurance taken or 

issued in contravention shall be void. 

The Audit further pointed out that on contrary to above, Pakistan Revenue Automation Limited 

(PRAL) got insured its 22 vehicles from private insurance companies and paid Rs.0.602 million 

as insurance premium during the year 2002-03 to 2004-05.    
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The PAO stated that PRAL is a Private Limited company incorporated under the Companies 

Ordinance 1984 and was fully owned company of a Federal Board Of Revenue and being 

independently run and managed by Board of Directors. The matter was placed before the PRAL 

Board of Directors and the BOD checked the comparative statement of quotations from the 

insurance companies and approved the decision of the PRAL management to award business to 

the lowest bidder. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 
 

AUDIT REPORTS ON REVENUE DIVISION (FBR) CUSTOMS 
FOR THE YEARS 2006-07 

93. PARA # 3.1-PAGE-37- AR-2006-07 
BLOCKAGE OF GOVERNMENT REVENUE DUE TO NON-DISPOSAL OF 
CONFISCATED GOODS - RS 67.983 MILLION 
 

The Audit pointed out that section 182 of the Customs Act, 1969 provides that propriety rights of 

confiscated goods vest in the Federal Government and the same is required to be disposed off in 

accordance with FBR’s Customs General Order No.12/2002 of 15th June, 2002. Goods and 

vehicles worth Rs.67.983 million confiscated in two hundred and sixty eight cases were not 

disposed of promptly. 
 

The PAO stated that recovery/sales proceeds of confiscated goods amounting to Rs.25.866 

million has been verified by Audit. Cases for Rs. 19.089 million were under process of auction 

/disposal. However in case of DP 2709-CD/K, the MCC in July, 2012 intimated that out of two 

(02) launches, one launch has been auctioned for  0.050 million (verified by Audit) while the 

other launch valuing Rs 3.000 million has been taken by the MCC for operational use after 

obtaining the permission from the competent authority.   

PAC DIRECTIVES (26-09-2012) 

The Committee directed the PAO to recover the balance amount and verify the recovery from the 

Audit within one month, also submit compliance report to the PAC Secretariat.  

PAC DIRECTIVES (15-11-2012) 

The Committee settle the para. 

PAC DIRECTIVE (06-12-2012) 

The Committee directed the PAO to hold an inquiry and fix responsibility within one week. 
PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

94. PARA # 3.2(B)-PAGE-37- AR-2006-07- 
GRANT OF INADMISSIBLE EXEMPTION/CONCESSION FROM GOVERNMENT 
DUES RS.0.116 MILLION 

 

PAC DIRECTIVES (26-09-2012) 

The Committee directed the PAO to recover the balance amount and verify the recovery from the 

Audit within one month, also submit compliance report to the PAC Secretariat. 

In PAC meeting held on 15-11-2012, the Audit recommended the para for settlement. 
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PAC DIRECTIVES (15-11-2012) 

The Committee settled the para. 

95.  PARA # 3.3-PDP NO.2639&2656-CD/K PAGE-39- AR-2006-07 
NON-RECOVERY OF CUSTOMS DUES TO DELAY IN FINALIZATION OF 
ASSESSEMENT RS.7.115 MILLION 
 

The Audit pointed out that as per section 81 of the Customs Act, 1969 where it is not possible for 

an officer of customs to satisfy himself of the correctness of the assessment of the goods, he may 

order that the duty, taxes and other charges payable on such goods, be determined provisionally 

provided that the importer furnishes bank guarantee or a post dated cheque of a scheduled bank 

along with an indemnity bond for the payment thereof to meet the likely differential between the 

final determination of duty over the amount determined provisionally. Such provisional 

determination is required to be finalized within nine months of the date of provisional assessment 

failing which, the provisional determination shall be deemed final. The Appraisement 

Collectorate, Karachi provisionally assessed five consignments of ‘Cocoa Powder’ at declared 

value ranging from US$ 920 to US$ 1,425 per metric ton. Subsequently, Directorate of Valuation 

ascertained the value of goods at a rate of US$ 2,810 per metric ton on 24th July, 2006 i.e. after 

expiry of stipulated period. The differential custom dues of Rs 2.255 million between the final 

determination of duties/taxes and determined provisionally were demanded by the Collectorate 

but had not been recovered from the importer till finalization of the report. Similarly, ten 

consignments of ‘chairs, tables, tea trolleys and coat hangers’ were assessed provisionally at 

declared value by the Collectorate of Customs, Appraisement, Karachi. The Directorate of 

Valuation ascertained value of such goods in August, 2006 higher than the declared value. The 

differential amount of Rs 4.860 million between the final determination of duties/taxes and 

determined provisionally had not been recovered from the importers. The Collectorate did not 

intimate to Audit the fate of the bank guarantee or post dated cheques received, if any, at the time 

of provisional assessment. Thus, the recovery of government dues was at stake.   

PAC DIRECTIVE ( 26-09-2012) 
 
The Committee settled the para to the extent of Rs 2.255 million and directed the PAO to recover 

 the balance amount of Rs.4.860 million and verify the recovery from audit within one month, 

also submit compliance report to the PAC Secretariat. 

PAC DIRECTIVE(06-12-2012) 

The Committee directed the PAO to recover the balance amount and verify the recovery from the 

Audit within thirty days. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
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96. Para-3.4 (a)-AR 2006-07-Page-40 
Short realization of government revenue due to under-valuation Rs 3.634 million 
 

The Audit pointed out htat Federal Board of Revenue through SRO No.732 (I)/2006 dated 13th July, 

2006, fixed import value of Energy Saving Lamps (PCT heading 85.39) for the purpose of sales tax 

assessment at import stage. 
 

The Collectorate of Customs, Lahore assessed the import value of energy saving lamps at 

lower declared value instead of the value fixed by the FBR. This resulted in short 

realization of government revenue of Rs 3.634 million in sixteen cases during 2005-06. 

PAC DIRECTIVE(26-9-2012) 

The Committee settled the para to the extent of Rs 0.858 million in respect of amount 

recovered/vacated/not due and directed the PAO to recover the balance amount of Rs.2.776 

million and verify the recovery from audit within one month, also submit compliance report to the 

PAC Secretariat. 

PAC DIRECTIVE(06-12-2012) 

The Committee directed the PAO to recovery the balance amount and the Committee settled the 

para subject to verification by the Audit. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
97. Para-3.5-AR 2006-07-Page-44 

Non-realization of sales tax on imported goods - Rs 6.390 million 
 

The Audit pointed out that according to Federal Board of Revenue’s clarification issued 

vide C. No.5/8-STB/2005, dated 3rd April, 2006 certain goods were not entitled to 

exemption under SRO No.530(I)/2005, dated 6th June, 2005 due to the amendment made in 

the SRO vide SRO No.70(I)/2006, dated 28th February, 2006. The Collectorate of Customs, 

Lahore and Rawalpindi did not realize sales tax of Rs 6.390 million in two cases by allowing 

irregular exemptions. [DP No.11116 and 11150-Cus] 

PAC DIRECTIVE (26-9-2012) 
 
The Committee settled the para to the extent of amount recovered Rs 3.685 million and directed 

 the PAO to recover the balance amount of Rs.2.705 million and verify the recovery from audit 

within one month, also submit compliance report to the PAC Secretariat. 
 

 

PAC DIRECTIVE (06-12-2012) 

The Committee settled the para subject to verification by the Audit within twenty days. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

98. Para-3.6-AR 2006-07-Page-45 
Short realization of customs revenue due to misclassification of imported goods - Rs 3.224 million 
 

The Audit pointed out that imported goods are subject to customs duty at rates mentioned in the 
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 First Schedule (called Pakistan Customs Tariff) to the Customs Act, 1969. The Collectorates of 

Customs misclassified imported goods. This misclassification led to short realization of 

government dues of Rs 3.778 million in sixty nine cases. The lapse was pointed out to the 

Collectorates and the FBR during August, 2006 to August, 2007. The Collectorates reported 

recovery/not due amount of Rs 0.553 million adding that cases of balance amount of  Rs 3.225 

million were under adjudication. 

PAC DIRECTIVE (26-9-2012) 
The Committee settled the para to the extent of amount Rs 2.720 million recovered/vacated/not 

due  and directed the PAO to recover the balance amount of Rs.0.504 million and verify the 

recovery from audit within one month, also submit compliance report to the PAC Secretariat. 

PAC DIRECTIVE(06-12-2012) 

The Committee directed the PAO to recover the balance amount within fifteen days. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
99. Para 3.14-AR 2006-2007 Page 51-(PDP No. 2687 CD/K -MR-Page 

Excess payment on account of commission charges to General Post Office – Rs.0.440 million 

Audit pointed out that under para 90 of Chapter XV of FBR’s CGO 12/2002 dated 15th June, 

2002 GPO, Karachi is authorized to collect customs duty and sales tax on inward postal parcels 

after due assessment by the customs authorities. The Senior Post Master is required to issue two 

cheques (one for customs duty and other for sales tax) in favour of the Collector of Customs 

(Preventive), Karachi. On receipt of cheques, the Collector makes payment of commission 

charges to the Senior Post Master, GPO, Karachi; at the rate of twelve per cent of the amount paid 

by the Senior Post Master. 
 

The Postal Appraisement Department of International Mail Office, Karachi deducted commission 

charges at the rate of 14.5 per cent instead of 12.0 per cent of the collected duties and taxes. This 

resulted in excess payment of commission charges amounting to   Rs.0.440 million during 2006. 

Moreover, the postal authorities are deducting commission charges at source but as per agreed 

terms of procedure Collectorates were to pay commission from the budget of the FBR after 

receiving amounts against customs duty and sales tax on quarterly basis. 

PAC DIRECTIVE (26-09-2012) 
 

The Committee directed the PAO to recover the amount of Rs.0.440 million and verify the 

recovery from audit within one month, also submit compliance report to the PAC Secretariat. 

PAC DIRECTIVE(06-12-2012) 

The Committee directed the PAO to recover the balance amount within 15 days. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 

100. Para 6.1-AR 2006-2007 Page 65-(PDP No2658,2659,2642,2686,2703, 
2704,2705,2706 CD/K  Non compliance of enacted provisions and rules for recovery of 
government dues in adjudicated cases Rs.763.333 million 
The Audit pointed out that under section 202 of the Customs Act, 1969 read with Customs 
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Rules, 2002 and section 48 of the Sales Tax Act, 1990 read with Sales Tax Recovery Rules, 

2003 customs duties and sales tax due from a person can be recovered by customs and sales 

tax officers in accordance with the procedure laid down therein. Test check of recovery 

registers revealed that tax collecting departments did not take adequate measures for recovery of 

adjudged government dues. In eight hundred and twenty five cases picked up at random, tax 

revenue of Rs.763.333 million was found pending for recovery for a period up to five years. 

PAC DIRECTIVE( 26-09-2012) 
The Committee settled the para to the extent of Rs 1.954 million and directed the PAO to recover 

the balance amount of Rs.761.379 million and verify the recovery from audit within one month, 

also submit compliance report to the PAC Secretariat. 

PAC DIRECTIVE(06-12-2012) 

The Committee directed the PAO to recover the balance amount within thirty days. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
101. Para-3.4 (b)-AR 2006-07-Page-41 

Blockage of government revenue due to non-disposal of confiscated goods - Rs 0.589 million  
 

The Audit pointed out that according to SRO No.671 (I)/2006 dated 29th June, 2006, the 

minimum price of lubricating oil in packs (PCT heading 2710.1951 and 2710.1951) was fixed at 

US $ 2 per liter for assessment of excise duty at import stage. The Collectorate of Customs, 

Lahore assessed the goods at lower than the fixed price resulting in short realization of 

government revenue of Rs 0.589 million in 26 cases during April to June, 2007.[DP No.11449-

Cus] 

PAC DIRECTIVE DATED 26-9-2012 
 

The Committee settled the para to the extent of amount recovered Rs 0.185 million and directed 

the PAO to recover the balance amount of Rs.0.404 million and verify the recovery from audit 

within one month, also submit compliance report to the PAC Secretariat. 

PAC DIRECTIVE 

The Committee directed the PAO to pursue the court case vigorously. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
 
102. i). PARA # 3.32(B)-PAGE-42- AR-2006-07- 

SHORT REALIZATION OF GOVERNMENT REVENUE DUE TO UNDER 
VALUATION RS.0.589 MILLION 

 
ii) PARA # 6.2-PAGE-66- AR-2006-07- 

 OVER STATEMENT OF REVENUE TO THE FBR ON ACCOUNT OF CUSTOMS 
DUTY RS.673.000 MILLION 

PAC DIRECTIVES (26-09-2012) 

The Committee directed the PAO to recover the balance amount and verify the recovery from the 

Audit within one month, also submit compliance report to the PAC Secretariat. 
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PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
103. PARA # 3.4(C)-PAGE-41- AR-2006-07- 

SHORT REALIZATION OF GOVERNMENT REVENUE DUE TO UNDER 
VALUATION   RS 0.720 MILLION 
 

The Audit pointed out that as per clause 2(d) of section 25 of the Customs Act, 1969 read with 

FBR’s letter dated 16th February, 2005 and Valuation Directorate letter 

No.1/60/98/XVA/VIA/1330 dated 7th March, 2005, the valuation of goods imported by M/s 

Dewan Farooq Motors Company was required to be assessed on invoiced C&F (Cost and Freight) 

plus three per cent value addition on account of royalty payment. 
 

M/s Dewan Farooq Motors Company imported components for manufacture of Hyundai vehicles. 

While assessing the duties and taxes in April, 2007 royalty at the rate of three per cent was not 

included in the value of goods by the Collectorate of Customs, Hyderabad causing short realization 

of government revenue amounting to Rs 0.720 million. 
 

The PAO stated that the case was subjudice before the Appellate Tribunal, Karachi and next date 

of hearing was 02.08.2012. 

PAC DIRECTIVES (26-09-2012) 

The PAC directed the PAO to pursue the subjudice case for early hearing and recover the balance 

amount. 

PAC DIRECTIVES (06-12-2012) 

The Committee settled the para. 

104. PARA # 3.4(D)-PAGE-42- AR-2006-07 
SHORT REALIZATION OF GOVERNMENT REVENUE DUE TO UNDER 
VALUATION  RS. 0.593  MILLION  
 

The Audit pointed out that as per SRO No. 574(I)/2005, dated 6th June, 2005 an option is given to 

pay fine in lieu of confiscation of imported goods. The quantum of fine is 50 per cent of customs 

value in respect of offence related to mis-declaration of value with difference of more than 20   

per cent in declared viz. determined value.  
 

Audit further pointed out that a consignment of ‘water cooled chiller, Hitachi Brand’ was 

imported from Japan in June, 2006 the value of which was declared at US$ 9,750 per piece in 

Appraisement Collectorate, Karachi. These goods were assessed on 18th June, 2006 at the rate 

of US$ 30,000 which was 208 per cent higher than the declared value.  The party did not agree 

to the value appraised and assessment was made provisionally under section 81 of the Customs 

Act, 1969 at declared value securing the differential customs dues through a post dated cheque 

dated 17th January, 2007. Having received a copy of Valuation Directorate’s ruling No. 

844/2006, dated 28th November, 2006 the subject goods were finally assessed at the rate of US$ 

27,580 per unit. Thus, a short levied amount of Rs 0.593 million plus fine leviable under the 
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aforementioned notification for mis-declaration of value was required to be recovered through 

post dated cheque but same was not done. 
 

The PAO informed that the case was still before the Appellate Tribunal and last hearing was fixed 

on 30.05.2012. 

PAC DIRECTIVES (26-09-2012) 

The PAC directed the PAO to pursue the subjudice case for early hearing and recover the balance 

amount. 

PAC DIRECTIVES (06-12-2012) 

The Committee directed the PAO to pursue the court case vigorously. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
 
105. PARA # 3.7-PAGE-46- AR-2006-07- 

SHORT REALIZATION OF GOVERNMENT REVENUE DUE TO WRONG 
COMPUTATION - RS.1.768 MILLION 
The Audit pointed out that the import value of goods is fixed and computed Under Section 18 of 

the Customs Act, 1969. The Collectorates of Customs computed less import value leading to 

short realization of duties and taxes of Rs 2.223 million in fifty one cases during the year 2005-

06. Out of this Rs. 455,263 has already been recovered. 

The PAO stated that the latest position of the para is as under: 

Amount recovered   = Rs.   881,693 
Show cause notices vacated  = Rs.   198,449 
Under adjudication   = Rs    687,626 
Total     = Rs.1,767,768 

 
PAC DIRECTIVES (26-09-2012) 
The PAC directed the PAO to pursue the subjudice case for early hearing and recover the balance 

amount.  

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
106. PARA # 3.10-PAGE-48- AR-2006-07- 

SHORT REALIZATION OF GOVERNMENT REVENUE DUE TO GRANT OF 
ABNORMAL DISCOUNT - RS 1.059 MILLION 
The Audit pointed out that valuation advices of March and April, 2004 were to be observed at the 

time of assessment of government dues leviable on imported goods. The Collectorate of Customs, 

Lahore while making assessment of customs duty leviable on imported goods allowed abnormal 

discount in value to the extent of more than 41 per cent which was against the normal business 

activities. This resulted in short realization of government dues of  

Rs 1.059 million in two cases during 2005-06.  [DP No.10987 and 10991-Cus] 

The PAO stated that a recovery of Rs. 275,159 verified by the Audit. 

PAC DIRECTIVES (26-09-2012) 

The Committee settled the para. 
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107. PARA # 6.7-PAGE-71- AR-2006-07 
MISUSE OF ZERO RATING FACILITY IN RESPECT OF ITEMS HAVING MULTIPLE 
USE - RS.1.415 MILLION 
 

The Audit pointed out that SRO 621(I)/2005 dated 17th June, 2005 provides a list of specified 

goods falling under chapters 50 to 63 of the Pakistan Customs Tariff in respect of which the 

government has extended the facility of zero rating of sales tax. These goods consist of materials 

or raw materials used in the manufacture of textile goods. Some of these specified goods have 

multiple use. For example Artificial Filament Tow (Acetate Tow) falling under chapter 52 of 

Pakistan Customs Tariff is an item which is used in the manufacture of textile goods as well as in 

‘Filter Rod (cigarette rod)’ which is a non-textile item. The facility of zero rating of items having 

multiple use like ‘Artificial Filament Tow (Acetate Two)’ was misused by a registered 

manufacturer of cigarettes who imported the said item and got it  cleared under PCT heading 

5202.0090 at the rate of zero per cent sales tax under the cover of the said notification in the garb 

of textile articles. The government was deprived of revenue of Rs. 1.415 million in two cases in a 

period of two months at one customs station only. 
 

The PAO stated that matter was pending with the honorable Supreme Court of Pakistan and legal 

counsel has been asked to get the date of hearing at the earliest.  

PAC DIRECTIVES (26-09-2012) 

The PAC directed the PAO to pursue the subjudice case for early hearing and recover the balance 

amount.  

PAC DIRECTIVES (06-12-2012) 

The Committee directed the PAO to pursue the court case vigorously. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed the PAO to settle the para within one week. 
108. Audit recommend the following paras for settlement. 

i).  PARA # 3.2(A)-PAGE-38- AR-2006-07- 
GRANT OF INADMISSIBLE EXEMPTION/CONCESSION FROM GOVERNMENT DUES -
RS 8.890 MILLION 

 
ii). PARA # 3.4(E)(I)-PAGE-43-AR-2006-07- 

SHORT REALIZATION OF GOVERNMENT REVENUE DUE TO UNDER VALUATION RS 0.169  
 

iii). PARA # 3.4(E)(II)-PAGE-44-AR-2006-07- 
SHORT REALIZATION OF GOVERNMENT REVENUE DUE TO UNDER VALUATION RS 
0.103 MILLION 

iv) PARA # 3.4(E)(III)-PAGE-44-AR-2006-07- 
SHORT REALIZATION OF GOVERNMENT REVENUE DUE TO UNDER VALUATION RS 
0.117 MILLION 

 

v). PARA # 3.7-PAGE-46-AR-2006-07- 
vi). PARA # 3.8-PAGE-46-AR-2006-07- 

EXCESS PAYMENT OF REWARD TO OFFICERS AND STAFF - RS 1.417 MILLION 
vii). PARA # 3.9-PAGE-47-AR-2006-07- 

NON REALIZATION OF GOVERNMENT REVENUE DUE TO NON CLEARANCE OF 
IMPORTED BONDED GOODS- RS 1.351 MILLION 
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viii). PARA # 3.13-PAGE-50-AR-2006-07- 
NON REALIZATION OF SALES TAX ON IMPORT FROM EPZ KARACHI TO TARIFF 
AREA –RS 0.492 MILLION 

 
ix). PARA # 3.15-PAGE-52-AR-2006-07- 

NON REALIZATION OF GOVERNMENT REVENUE DUE TO NON ENCASHMENT OF 
POST DATED CHEQUE – RS 0.232 MILLION 

 

x). PARA # 3.16-PAGE-53-AR-2006-07- 
NON REALIZATION OF SALES TAX ON IMPORTED GOODS - RS 0.222 MILLION 

 

xi). PARA # 3.17-PAGE-53-AR-2006-07- 
PAYMENT OF INADMISSIBLE REBATE - RS 0.209 MILLION 

 
xii). PARA # 3.18-PAGE-54-AR-2006-07- 

NON REALIZATION OF WITHHOLDING TAX –RS 0.186 MILLION 
 

xiii). PARA # 6.6-PAGE-70-AR-2006-07- 
OVERSTATEMENT OF REVENUE FIGURES THROUGH BOOKING OF CAPITAL VALUE 
TAX AMOUNT UNDER THE WRONG HEAD OF ACCOUNT RS. 8.090 MILLION 

 
PAC DIRECTIVES (26-09-2012) 
 

The Committee settled the above paras. 

The Proceedings of the meeting ended with vote of thanks to the Chair. 

 
109. i) PARA # 3.11-PAGE-49- AR-2006-07- 

SHORT REALIZATION OF GOVERNMENT DUES, DUE TO APPLICATION OF 
INCORRECT RATE OF TARIFF-RS 0.757 MILLION 

 
ii). PARA # 3.12-PAGE-49- AR-2006-07- 

NON REALIZATION OF SALES TAX ON FIXED VALUE ADDITION FROM 
COMMERCIAL IMPORTERS RS.0.644 MILLION 

 

PAC DIRECTIVES (06-12-2012) 

The Committee settled the above two paras. 

***** 
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NATIONAL ASSEMBLY SECRETARIAT 
 
Subject: MINUTES OF THE PAC MEETING REGARDING PROCEDURE OF 

ISSUANCE OF FISCAL SROs BY VARIOUS MINISTRIES/DIVISIONS. 
 

 A meeting of Public Accounts Committee (PAC) was held on 18th December 2012, in 

Committee Room No. 2, Parliament House, Islamabad, to discuss the matters related to issuance 

of SROs having fiscal implications. List of participants is attached. Khawaja Sohail Mansoor, 

MNA/Chairman, standing Committee of Finance, Revenue, Planning & Development and the 

Deputy Chairman, Planning Commission also participated as special invitees.  

 

  Chairman PAC said that the powers to levy taxes rested with the Parliament, which had 

delegated certain powers to the executive to ensure smooth day to day working of the 

Government. It was expected that these delegated powers would be exercised in a transparent and 

judicious manner. However, it appeared that these powers were being exercised in arbitrary and 

non-transparent manner, benefiting certain individuals or companies at the expense of others. 

Since the SROs in many cases gave tax exemptions, they had the impact of reducing government 

revenues which ultimately restricted public service delivery by the Government.  
 

Deputy Chairman Planning Commission (DCPC) briefed the Committee that since 1988, 

tax reform had been a major element of all the reform programmes agreed between the 

Government and IMF. The programmes aimed at increasing the tax-GDP ratio, which has 

remained very low in Pakistan. These efforts to increase the ratio have however remained 

unsuccessful, mainly due to the exemptions granted through SROs. This has in turn led to lower 

economic growth and lower competitiveness in the market. 

New industry cannot grow in an atmosphere where monopolies are created through arbitrary 

favours. There was, therefore, a need to dispense with the SRO culture and create an atmosphere 

of certainty, where investors can plan their investments on long term basis. 
 

Representative of Finance Division stated the Finance Division had issued only one SRO 

with fiscal impact in the recent past, which related to changes in policy of encashment of earned 

leave of government employees. He also stated that FBR issued SROs under the powers 

delegated to them. It needed to be investigated if the powers had been exercised arbitrarily, in 

which case these powers may be withdrawn.  
 

Auditor General explained that the intent of delegation of powers was clear, which was to 

facilitate day to day running of the government. Parameters are set out in the law. The audit 

watches the process on behalf of the government and can point out if the powers are exercised 

arbitrarily.  

FBR representatives explained that the powers delegated to them were not absolute. 

Other Ministries/Divisions/institutions are consulted in the process. Exemptions are granted after 
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careful examination. Also the present management of FBR was in favour of doing away with the 

SRO related powers. A study was underway to quantify the exemptions, which would be 

completed by 2nd January, 2012, which will also be submitted to the PAC. They however 

cautioned that all the exemptions cannot be done away with overnight. They need to be tapered 

off over time.  
 

The Secretary Industries Division stated that SROs were the greatest hurdle in the way of 

having a consistent policy, which was extremely important for the growth and development of 

industry in the country.   
 

Members of the Committee observed that the total fiscal impact of SROs was around 650 

billion. Only a few exemptions were genuine, which related to flood affectees. The local industry 

had been destroyed. Luxury items had been exempted. Monopolies had been created. 

Government officials could afford lavish lifestyles because  

of these holes in the system. It was also observed that the procedure of issuance of SROs was not 

transparent and paper companies were being paid refunds of millions of rupees.  

Parliament was not taken into confidence in the matter.  
 

After detailed deliberations the Committee concluded that there was need for further 

technical level input to come at a conclusion which is in the best interest of the country and made 

the following recommendations/Directives. 

PAC DIRECTIVE (18-12-2012) 
 

 The PAC constituted a Committee under the Chairmanship of Deputy Chairman Planning 

Commission, comprising the representatives of the Finance Division, M/o Commerce, M/o 

Industries, FBR, BOI and National Tariff Commission. This report would include the details of 

the 42 audit paras on the subject. The Committee would look into the whole exemption regime 

and suggest the way forward with a view to minimize SROs in future. The Committee would 

submit its report to the PAC Secretariat within 02 weeks. 
 

The Committee discussed the matter on 02-01-2013  relating to issue of incomplete and wrong 

data relating to Income Tax Returns of public representatives only in the various newspapers and 

no information about the Income Tax Return Assets of the court officers, media personals and 

other people of the country. 

 The FBR replied that they did not provide state/information to the media, however, we 

held inquiry and soon would be able to find the person who provided data. 

PAC DIRECTIVE (02-01-2013) 

The Committee directed FBR that all the defaulters of Income Tax be issued notices for 

collection of Tax and list of all defaulters be provided to PAC Secretariat within one week. 
 

The meeting ended with a vote of thanks to and from the Chair. 
 
 

******** 
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MINISTRY OF SCIENCE AND TECHNOLOGY 
2006-07 

 
49. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Science and Technology were examined by the Public Accounts Committee on 4th of 

July 2012, 23rd October, 2012, 19th November, 2012 and subsequently on 7th December, 2012. 

During the 1st round of PAC meeting the Committee issued its directions and other rounds of 

PAC meetings were held to ensure the implementation of PAC directives issued during the 

previous rounds. 

49.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

49.2  Four grants and five paras were presented by the AGPR and Audit. 

49.3 Three grants and three paras were settled. One grant was referred to Sub-Committee on 

Public Accounts Committee headed by Hon. Mrs. Yasmin Rehman, MNA/Convener. 

49.4 In few paras verification of record was required, which was also directed by the PAC. 

 

49.5 A Sub-Committee of PAC on “Performance Evaluation Report # 129 For The Year 

1991-92- Centre For Advance Studies In Molecular Biology” was constituted under the 

convenership of  Hon. Yasmeen Rehman,MNA.  

49.6  Report regarding loss of 100,000 Interferon Injection, raw material for one million 

Injections and the quality and the quantity of interferon produced since 2009 and its fate 

had already been discussed by the Sub-Committee. 

49.7 Proposal to upgrade interferon production facility to meet national requirement was 

proposed by the Sub-Committee. 
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MINISTRY OF SCIENCE AND TECHNOLOGY 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 4th of July 2012, 23rd October, 2012 & 19th November, 2012 and subsequently on                 

7th December, 2012, regarding Appropriation Accounts, Audit Report for the year 2006-07 on the 

accounts of Ministry of Science and Technology were summarized below:- 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

1. GRANT NO.105-SCIENTIFIC AND TECHNOLOGICAL RESEARCH DIVISION 

The AGPR pointed out that the grant closed with an excess of Rs.34,299,778 which worked out 

to 23.34 percent of the total grant. An amount of Rs.22,571,194(15.36%) was surrendered 

increasing net excess to Rs.56,870,972(38.71%). A supplementary grant of Rs.60,000,000 was 

sanctioned but not included in supplementary schedule of authorized expenditure. After taking it 

into account the excess shall be converted into saving of Rs.3,129,028(1.51%). 

The PAO stated that the saving/excess occurred due to the fact that amount was kept for payment 

of salary to the Secretary but the case for payment of salary not finalized till 30-06-2007, to under 

estimated expenditure of allowances and actual payment of regular allowances in the month of 

June, 2007. Also, saving of RS. 2,589,320 were due to following reasons such as Rs.152,909/- 

under sub-heads Telephone, Electric Communication etc. was occurred due to fact that certain 

posts of the Ministry were vacant, Certain funds were kept to make the payment of utility charges 

for the months of May, June, 2007, Rs.87,950/- is due to actual payment of Residential rent 

during the month of June, 2007 and Rs.400,000/- due to actual payment of POL, TA/DA, 

Conveyance bills for the months of May & June, 2007. 

PAC DIRECTIVE(04-07-2012) 

The Committee referred the grant to the DAC. 

PAC DIRECTIVE(07-12-2012) 
The Committee settle the grant. The Committee further directed to clarify why amount is kept for 

vacant posts. 

2. GRANT NO. 106- OTHER EXPENDITURE OF SCIENTIFIC AND TECHNOLOGICAL 
RESEARCH DIVISION 
 

The AGPR pointed out that the grant closed with a saving of Rs.8,057,892 which worked out to 

0.39 percent of the total grant. An amount of Rs.20,480 was surrendered leaving net saving of 

Rs.8,037,412(0.39%).  

The PAO stated that the saving/excess was due to the amount that was retained to pay the liability 

of Pension Contribution in respect of deputationsists. The bill was late submitted in AGPR, bills 

of Overtime, Honorarium, Medical Charges, Contingent Staff and Others were not passed by 

AGPR and due to non declaration of statutory position of the Council, the vacant posts were not 

filled till the end of financial year etc.  
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PAC DIRECTIVE(04-07-2012) 

The Committee referred the grant to the DAC. 

PAC DIRECTIVE(07-12-2012) 

The Committee settle the grant. The Committee further directed the clarify why amount is kept 

for vacant posts. 

3. GRANT NO. 156- DEVELOPMENT EXPENDITURE OF SCIENCE AND 
TECHNOLOGICAL RESEARCH DIVIION. 

The AGPR grant closed with a saving of Rs.2,674,406,869 which works out to 60.35 percent of 

the total grant. An amount of Rs.2,662,276,500(60.07%) was surrendered leaving net saving of 

Rs.12,130,369(0.27%). 
 

The PAO explained saving/excess was due to surrendering an amount of RS.1,581,000 on 15-05-

2007 but AGPR did not account for, amount of RS 834,000 was retained for release to the project 

authority. However, project authority did not demand the funds till closing of the financial year. 

The funds for 3.500 Million were received on 26-06-2007 just 4 days before the closer of 

financial year. Out of this a sum of Rs.2,423,032/- were spent due to severe time constraint. 

Remaining amount could not be utilized and deposited into Government Account. 

PAC DIRECTIVE(04-07-2012) 

The Committee referred the grant to the DAC. 

PAC DIRECTIVE(07-12-2012) 

The Committee settle the grant. The Committee further directed the clarify why amount is kept 

for vacant posts. 

4. GRANT NO. 159- DEVELOPMENT EXPENDITURE OF SCIENTIFIC AND 
TECHNOLOGICAL RESEARCH DIVISION SAVING RS. 1,985,722,629/ 
(Performance Evaluation Report # 129 for the year 1991-92- Centre for Advance Studies in 

Molecular Biology) which was discussed in 1st December 2010 and last time discussed on 23-10-

2012 by PAC. 

DIRECTIVE(23-10-2012) 
Grant referred to Sub-Committee on Public Accounts Committee headed by Hon.  

Mrs. Yasmin Rehman, MNA/Convener. 
 

AUDIT REPORT ON THE ACCOUNTS OF M/O SCIENCE & TECHNOLOGY 
FOR THE YEAR 2007-08 (FY 2006-07) 

1. PARA- 14.1 ( PAGE- 157) AR 2007- 08  
 NON UTILIZATION OF DEVELOPMENT GRANT 

The Audit stated that According to Para 5 (a&b) of Finance Division O.M NO.F.3(2) Exp. III / 

2006 dated 13.09.2006, the Principal Accounting Officer shall consider budgetary proposals 

submitted to him and shall ,after careful scrutiny, forward the proposals Financial Adviser’s  

Organization for budgetary allocations. The Principal Accounting Officer shall ensure that the 

funds allotted to a Ministry / Division, etc. are spent for the purpose for which these are allotted. 
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During the year 2006-07 in the Ministry of Science and Technology development funds 

amounting to Rs.4,431 million  were allocated against 141 development Projects throughout the 

country. Out of this allocation an amount of Rs.1,768 million was incurred and Rs.2662 million 

(i.e. 60% of total development budget) were surrendered. Audit said that budget management was 

improper and demands were not based on actual requirements and capacity. Due to this 

Government money was unnecessary blocked for a considerable period which was against the 

instructions of the Finance Division and General Financial Rules.  

The PAO stated that the funds for the development projects were reduced by the Planningand 

Development Division and Finance Division and released amount was fully utilized.  

PAC DIRECTIVE(04-07-2012) 

The PAC directed the management to provide the record of actual utilization against released 

amount for verification by Audit within fifteen days. 

Audit recommended the para for settlement. 

PAC DIRECTIVE(07-12-2012) 

The Committee settle the para. 

2. PARA-14.2 (PAGE-157-159) AR 2007-08 
UNAUTHORIZED RETENTION – RS. 217.831 MILLION 
The Audit pointed out that in terms of Para 95 and 96 of General Financial Rules “All anticipated 

savings should be surrendered to Government immediately they are foreseen without waiting till 

the end of the year, unless they are required to meet excesses under some other unit or units 

which are definitely foreseen at the time. No savings should be held in reserve for possible future 

excesses.  In the public interest, grants that cannot be profitably utilized should be surrendered. 

The existences of likely savings should not be seized as an opportunity for introducing fresh 

items of expenditure which might wait till next year. A rush of expenditure particularly in the 

closing months of the financial year will ordinarily be regarded as a breach of financial regularity. 

During the year 2005-06 & 2006-07 the Ministry of Science and Technology released funds 

amounting to Rs.555.240 million to the Pakistan Council of Research in Water Resources 

(PCRWR) for execution of a development project “Provision of Safe Drinking Water” which was 

credited into a lapsable Assignment Account No.164 of the PCRWR. Immediately after receipt of 

funds during May, 2006 an un-authorized bank account was opened with ABN-AMRO Bank, 

Islamabad and funds were transferred in the newly opened bank account on 30.06.2006. Similar 

practice was also exercised during financial year 2006-07. Out of total release of Rs. 555 million 

a sum of Rs. 363 million was expended up to 30.06.2007.   

Audit further pointed out that in addition to above, during the year 2005-06 & 2006-07 the 

Ministry of Science and Technology also released funds against some other development projects 

of PCRWR. These funds were also deposited in the Bank Accounts. At the close of financial year 

2005-06 and 2006-07 the  funds were lying unspent but were not surrendered to Government. 

Review of statement further revealed that amount of Rs. 30.081million of the financial year 2005-
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06 was available in the various bank accounts but allocation of financial year 2006-07 was also 

released. On 30.06.2007, an amount of Rs. 26.357 million was available in the bank account. 

The PAO stated that the activities of the projects “Provision of Safe Drinking Water” started in 

January, 2006 and 1st release of funds was released in May, 2006. The future plans had been 

devised in consultation with Ministry of Science and Technology to overcome the lapses as 

pointed by the Audit and now the instructions of the DAC were strictly implemented. The project 

accounts with private bank have been closed and each project Assignment Account had been got 

opened as per government instructions (Finance Division). All funds had been fully utilized for 

project activities. The responsibility has been fixed. However, inquiry report has yet not been 

finalized.   

Audit suggested that inquiry report had been provided vide letter dated 07.11.2012. The Finance 

Division O.M. No.F.4(1)2002-BR-II dated 02.07.2003 deals with the investment of surplus funds 

in public sector enterprises whereas in this case funds were for project execution, which cannot be 

invested. PAO may be asked to explain the position with reference to Directives of PAC. 

PAC DIRECTIVES (04.07.2012): 
The Committee directed the PAO to hold an inquiry and fix the responsibility as to why accounts 

were opened in private bank and submit report to the PAC within one Month. 

PAC DIRECTIVE (07-12-2012) 
The Committee directed the PAO to finalize inquiry report within one month. 

3. PARA- 14.3 (PAGE- 159-160) AR 2007- 08 
UNAUTHORIZED RETENTION RS.51.022 MILLION 
 

PAC DIRECTIVE 
The Committee settled the para. 

4. PARA- 14.4 (PAGE- 161) AR 2007- 08 
UNAUTHORIZED RETENTION OF UNSPENT BALANCE – Rs.18.363 MILLION 
 

The Audit pointed out that during the year 2005-07 the management of National Institute of 

Electronics received funds against various development projects. The unspent amounts at the 

close of financial year were required to be surrendered to Government as required under Para 95 

& 96 of GFR Vol-I. Contrary to the said provision, the closing balance in the bank account was 

Rs.18,363,390 on 30.06.2007. 

The PAO stated its reply account wise:- 

Balance in account No. 6218-7: 

The unspent committed amount of Rs. 2,216,161 has been deposited into FTO. PC-IV prepared 

and submitted to Ministry of Science and Technology. 

Balance in account No. 6356-9: 

It is submitted that since the project CSDT was an ongoing project, the amount of Rs. 1.323 

million available on 30.07.2007 was meant for salaries of the project staff and purchase of 

equipment against already placed supply orders. The same amount was been fully utilized till 

December, 2007. 
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Balance in account No. 6163-2: 

The amount has been fully utilized. No balance is available in the project account. 
 

Balance in account No. 6219-6: 

The amount of Rs. 987,445 was withheld before 12.06.2006 as this amount was meant for a 

committed order which had been partially executed by the vendor at that time for the ongoing 

project. The liabilities of the balance amount of Rs. 4.100 million has been paid and thus, there is 

no savings in the account. 

Balance in account No. 4077-2: 

This amount was being periodically deposited in FTO. The amount shown as balance has been 

deposited. NIE by Ministry of Finance letter No. F-2(1)/IF-III/86-397 dated 08.05.1988 and are 

dealt with its own set of rules regarding utilization of revenue generated by NIE duly notified by 

Ministry of Science and Technology.NIE receipts which are adhoc in nature, do not come under 

the purview of FTR, as conveyed to  

Balance in account No. 16734-2: 

The amount was being utilized for payment of the pension to NIE retired employees through this 

account.  

PAC DIRECTIVE(04-07-2012)  

The Committee directed the PAO to issue a letter of displeasure to the concerned officer with 

copy to the PAC. The Committee also directed to verify the record from the Audit. 

Audit recommended the para for settlement.  

PAC DIRECTIVE(07-12-2012)  

The Committee settled the para. 

5. PARA-199, PAGE-338-339, ARPSE-2006-07IRREGULAR EXPENDITURE DUE TO 
ENGAGEMENT OF A LEGAL ADVISER WITHOUT APPROVAL OF LAW AND 
JUSTICE DIVISION - RS.720,000 
The Audit pointed out that in accordance with Government of Pakistan, Law and Justice Division 

letter dated November 11, 2003, no Division, Department, Autonomous Body, Corporation or 

Organization, under the administrative control of Federal Government shall engage any legal 

adviser without prior approval of the Law, Justice and Human Rights Division. Pakistan Science 

Foundation (PSF) engaged a legal adviser w.e.f. October 01, 2004 with the approval of Board of 

Directors and paid Rs.720,000 on account of legal and professional charges during the period 

from October 01, 2004 to October 01, 2007. In the absence of approval of Law and Justice 

Division, the engagement and payment of professional charges were considered irregular. 

The PAO stated that in pursuance of DAC decision the services of Legal Consultant have already 

been discontinued vide PSF letter dated 10-11-2007. As directed by DAC the matter has also 

been referred to Ministry of Law & Justice for necessary ex-post facto approval through Ministry 

of Science & Technology. The audit observation along with the decision of DAC has been 

brought to the notice of PSF Board of Trustees in its 30th meeting held on 10.05.2008. The Board 

did not agree to the observation of State Auditors. 
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Audit suggested that PAC may like to enquire from the Management regarding process towards 

recovery. 

PAC DIRECTIVE (04-07-2012) 

The PAC directed the PAO to recover the amount within one month and submit report to PAC. 

 
PAC DIRECTIVE (07-12-2012) 

The Committee directed to get its ex-post facto from the ministry within thirty days, para was 

pended. 

 
The Proceedings of the meeting ended with vote of thanks to the Chair. 

***** 
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MINISTRY OF SCIENCE AND TECHNOLOGY 
ACTIONABLE 

  
PERFORMANCE EVALUATION REPORT # 129 FOR THE YEAR 1991-92- CENTRE 
FOR ADVANCE STUDIES IN MOLECULAR BIOLOGY 
  

The meeting of Sub-Committee of PAC was headed by the Hon. Yasmeen 

Rehman,MNA/Convener, in the Committee Room # 2, Parliament House, Islamabad. While 

discussing Appropriation Accounts/Audit Reports pertaining to Ministry of Science and 

Technology the Committee discussed report regarding loss of 100,000 Interferon Injection, raw 

material for one million Injections and the quality and the quantity of interferon produced since 

2009 and its fate. Proposal to upgrade interferon production facility to meet national requirement, 

FIA report to be presented by FIA, Lahore and present status on the implementation of PAC 

2007/2009 directive vis-a-vis CAMB-CEMB vision 2015 leading to self-sustainability of the 

laboratories complex. 

 The Committee expressed displeasure on the act of separation of CAMB from CEMB 

and discontinuation of production of interferon since 2010 whereas it should have continue 

despite the enquiry proceeds against the Ex-Director, CAMB which is against as per previous 

PAC directives. The Committee also gave an opportunity to explain point of view of  

Dr. Sh.Riazuddin,Ex-Director, CAMB. He explained his sufferings due to the complaint lodged 

by the M/o Science & Technology containing financial embezzlement matters which were 

thoroughly investigated. These investigations have found no evidence of embezzlement of funds. 

The FIA had already submitted the said Enquiry Report on the Centre for Applied Molecular 

Biology (CAMB), to the PAC Secretariat. All the events during this period clearly shows that the 

main bone of contention was the conflict of interest in the local production of interferon. The 

interferon production group was dismantled, and group leader was reverted from BPS-19 to BPS-

17 and the production of interferon ceased since 2010.  He stressed on the unification of the two 

centres (CEMB&CAMB) under one Ministry as well as establishment of a third component 

dealing with commercialization of in-house research. The Convener of the Committee also 

supported the proposal of Ex-Director. Dr.Sohail Naqvi, Executive Director, HEC explained that 

production of Interferon is useful for Pakistan, it should be continued which will meet the 

country’s need and can be exported due to its production on cheaper rate than any other countries. 

Dr. Samar Mubark Mand, Member Planning Division also supported the production of interferon 

in Pakistan. He also appreciated the role of Ex-Director, CAMB for the production of interferon 

injection.  It was also pointed out during the meeting that salary of Dr. Ahmed Usman Zafar, 

Incharge of CEMB and others was also stopped. The Committee asked the PAO M/o Science and 

Technology that salary the Dr. Usman Zafar and others be released. He may also be called in the 

next PAC meeting. 



 
 

452 
 

 After detailed discussion and comprehensive briefing by the representative of FIA, 

Member, Planning Division, Executive Director, HEC, as well Members of the Committee, the 

following recommendations were made as directive of the Sub-Committee of PAC. 

PAC DIRECTIVE 
 The Committee directed the PAC Secretariat to write a letter of appreciation to Dr. Sh.Riaz-

uddin, Ex-Director, CAMB for his service with commitment, efficiently and most effectively 

specially for production of interferon injection on cheaper rates to save the lives of the poor 

patients of the country. A letter of appreciation to the FIA officers who conducted a fair and 

comprehensive inquiry including factual findings on the centre for Advance Studies on Molecular 

Biology. The name of Dr. Sh. Riaz-uddin, Ex-Director CAMB be removed from ECL. The 

Committee further constituted a committee comprising of Dr. Sarmar Mubarakmand, Member 

Planning Division, as Convener, Secretary, Science and Technology and Executive Director, 

HEC, as Members which will finalize its recommendations within 15 days. The Committee 

further directed the PAO M/o Science and Technology that salary of Dr. Usman Zafar and others 

be released. He may also be called in the next PAC meeting. 

 
TOR of the Committee Constituted by PAC for developing a plan of Action for the 
implementation of PAC directives 2007 & 2009 
 
1. Merger of CEMB and CAMB into a degree awarding institution. 
2. A plan for the local production of interferon and other pharmaceutical proteins for 

economical supply to the general public. 
3. Development of a mini-biotech park to promote translation of laboratory research into 

products/processes of national economic importance, under a public-private joint venture. 
4. A plan for the attainment of self-sustainability by CEMB/CAMB in five years. 

 

Note: While proposing /developing the above plans, guidance may be sought form decisions 

made in the meetings of Board of Governors of CEMB; meetings of the Executive Committee of 

CAMB and special meetings convened by the Ministries / planning Division on this subject.  

 
******************** 
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MINISTRY OF SCIENCE AND TECHNOLOGY 
ACTIONABLE 

  
PERFORMANCE EVALUATION REPORT # 129 FOR THE YEAR 1991-92- CENTRE 
FOR ADVANCE STUDIES IN MOLECULAR BIOLOGY 
  

The meeting of Sub-Committee of PAC held on 19th November, 2012, was chaired by the 

Hon. Mrs. Yasmeen Rehman,MNA/Convener, of the Committee. The following Hon. Members 

attended the meeting: 

 
1. Mrs. Yasmeen Rehman, MNA   Convener 
2. Sardar Ayaz Sadiq, MNA   Member 
3. Mrs. Asiya Nasir, MNA    Member 
4. Mr. Hamid Yar Hiraj, MNA   Member 
5. Engineer Khurram Dastgir Khan, MNA  Member 

6. Khawaja Muhammad Asif, MNA,   Special Invitee 
Senior Advocate 

The list of the officers who attended the meeting is attached (Annexure-I). 
 
 The Committee appreciated the role of FIA for conducting a fair, transparent and 

comprehensive inquiry including factual findings on the Centre for Advance Studies on 

Molecular Biology (CAMB). Khawja Zaheer, Ex-Secretary, M/o Science & Technology briefed 

the Committee regarding production of Interferon developed by the two centres namely CEMB & 

CAMB. He suggested to produce Interferon in Pakistan.  Mr. Kashif Murtaza, Ex-Secretary, M/O 

Science and Technology, explained that it was a good project in the highest public interest 

especially for the poor patients of the country. He further informed that the process of production 

of interferon was discontinued since 2010 due to allegations against the ex-Director CAMB 

which badly affected the project and the allegations could not be proved as per report submitted 

by the FIA on the subject inquiry.  

 
Kh. Muhammad Asif, MNA said, that it was not justified to stop the process of  

production of interferon at that time due to the allegations made against the Ex-Director, CAMB 

that too were questionable and required to be re-investigated. The process of investigation 

regarding irregularities was a separate issue and it should had been treated separately. The 

Research on the project must continue. Mr. Hamid Yar Hiraj, MNA enquired about the 

availability of raw-material required for the subject product and role of the Ministry of Science & 

Technology to execute the project and prospects of the future subsides for continuous supply of 

the product. 

 
 The Secretary, M/o Science and Technology informed the Committee that the Ministry 

did not act against the subject matter but other concerned Ministries/Departments i.e. Health, 

Education had already been devolved due to which, the subject matter remained unattended. 
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 The Director (Operation) NAB informed the Committee that the final proceedings in the 

subject matter had been initiated; records were being collected from FIA and all other concerned; 

the research work should not suffer because of any investigation. Sardar Ayaz Sadiq MNA asked 

the Director NAB to consider the loss of human life caused   due to delay in the execution of the 

subject project.  

Mr. Sohail Naqvi, Executive Director, HEC has informed the Committee that link 

between research and commercialization of product has to be developed under the draft policy 

which provides that Biotechnical Park should be established in the universities and a private 

company may be engaged on trial basis to see the commercial viability of the project and the 

license is then to be given to any other company for the production and marketing of the product. 

 After detailed discussion the Committee has heard Dr. Samar Mubarakmand about the 

Action Plan for the production of Interferon which is at Annexure-II. He was directed in the 

meeting of Sub-Committee of PAC held on 23-10-2012 to finalize recommendations for 

developing a Plan of Action for the implementation of PAC directives of the years 2007 and 

2009. 

The Ex-Director, CAMB, Dr. Riazuddin Sheikh explained the viability of the project. He 

said that the subject matter was the first bio compound product in Pakistan which must had been 

appreciated. India annually convened bio forum whereas Pakistan convened it only in the year 

2006. The model of the product could be further developed through Ph.D students and in 

collaboration with the HEC and Ministry of Science and Technology 

 
 The Ex-Director, CAMB, Dr. Riazuddin further has said that if that project is started on 

urgent basis, all facilities are available in the Lab and reasonable funds are also available with the 

department and  only approval from Ministry of Science & Technology is required to use these 

funds. He further explained that we can produce the subject injection on very economical rates. 4 

years back the cost of the injection was Rs.37 but now its cost would be Rs.50 whereas its price 

of China made injection is Rs.300 and USA Rs. 900. Therefore, we can meet not only our needs 

but also can export it, due to its economical price as compared to any other country.  

Mrs. Asia Nasir, MNA emphasized the viability, quality and the price of the product and said 

it would be available on competitive rates in the country. Mr. Noor-ul-Haq Qadri, MNA 

suggested to engage private sector too for the production/marketing of the product. Khawaja 

Muhammad Asif, MNA, suggested that keeping in mind the role of pharmaceutical companies 

and the Doctors to attract/resist the subject product, the private sector may be engaged on Private 

Public Partnership. 

 After thorough discussion on the Action Plan of Dr. Samar Mubarakmand, the 

Committee recommended to constitute a Steering/Oversight Committee with the following 

composition: 

 
 



 
 

455 
 

STEERING COMMITTEE 
1. Vice Chancellor Punjab University     Chairman 

2. Dr. Riazuddin Sheikh      Vice Chairman 

3. Director, CEMB      Member 

4. Director, CAMB      Member 

5. Representative of MoST     Member 

6. Representative of HEC      Member 

OVERSIGHT COMMITTEE 
 

1. Mr. Justice (R) Mahbood Ahmed, former Chief  Member 
Justice of Lahore High Court   

2. Kh. Zaheer, Ex-Secretary MoST    Member 

3. Representative from Private Sector    Member 
(to be nominated by     ) 

TERMS OF REFERENCE:- 

1. Dr. Samar Mubarakmand will finalize the TORs of the project within 3 days under 

intimation to the PAC Secretariat.  

2. The Committee fortnightly report on the progress of the project to the PAC 

Secretariat on regular basis and Media accordingly. 

3. The Oversight Committee will exercise supervisory role to ensure efficient and 

effective execution of the subject project under intimation to the PAC Secretariat. 

4. Dr. Samar Mubarakmand would ensure that the PC-I is finalized in the Planning 

 Division by January 2013.  

 
 The Honourable members of this Sub-Committee of the PAC would make necessary 

communication with all the concerned for availability /allocation of funds through Prime Minister 

and Finance Division. 

 
 The meeting ended with vote of thanks to and from the Chair. 

 

******* 
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ANNEXURE-II 
 
 ACTION PLAN FOR THE PRODUCTION OF INTERFERON ALPH 2a  
 

1. RENOVATION & UPGRADATION OF LABS. 
 
 Renovation and upgradation of laboratories for lab qualification. 
 Lab qualification is essential before trial production of Interferon. 
 Rs. 95.00 million is needed for renovation and upgradation of lab. 
 PC-I for the renovation and upgradation would be prepared by CAMB and 

forwarded to MoST for submission to Planning Commission. To avoid delay 
MoST will release Rs. 50 million out of its current development budget after the 
approval of the project. 

 Annual recurring expenditure of Rs. 142 million for CEMB and Rs.40,00 million 
for CAMB would continue to be met by HEC and MoST respectively. 

 
2. HUMAN RESORUCE 

 
 Dr. Riazuddin Sheikh would be granted the status of Scientist Emeritus. HEC has 

already declared Dr. Riazuddin Sheikh as distinguished professor. 
 Dr. Riazuddin Sheikh may be authorized to supervise & guide diagnostic and 

production of Interferon. Director CAMB and Director CEMB would technically 
report to Dr. Riazuddin Sheikh. 

 Mr. Ahmed Usman Zafar an employee of CAMB may be offered suitable 
contract appointment by MoST so that he can work as Project Director, 
Interferon production. He would report to Dr. Riazuddin Sheikh. 
 

3. STEERING COMMITTEE 
 
 Vice Chancellor, Punjab University  Chair 
 Dr. Riazuddin Sheikh    Vice-Chair 
 Director, CEMB    Member 
 Director, CAMB    Member 

 
4. MILESTONE 

 
 Renovation and upgradation of labs    6 months 

(from the date of availability of funds) 
 Safety study be conducted on product before clinical trail 2 months 
 Trial production and purification of material for 100,000  

Injections       3 months 
 Human Trial       6 months 

5. STRATEGY FOR COMMERCIALIAZATION 
 
 The strategy for commercialization would be devised by STEDEC and this 

strategy would be approved by BOG. 
 

6. MASS PRODUCTION/COMMERCIALIAZATION 
 To be headed by STEDEC (Ministry of Science & Technology). 
 Budget for the production of interferon would be met from the income generated 

by sales of injections. 
 Both BOG and STEDEC would be involved in the methodology of sales of 

injections. 
(from the date of availability of funds) 
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SENATE SECRETARIAT  
2006-07 

 
50. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Senate Secretariat were examined 

by the Public Accounts Committee on 14th December, 2012. 

50.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

50.2  Only one grant was presented by the AGPR which was settled by the Committee on the 

clarifications given by the PAO. 
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SENATE SECRETARIAT 
ACTIONABLE POINTS  

 
Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 14th December, 2012, regarding Appropriation Accounts for the year 2006-07 of Senate 

Secretariat were summarized below:- 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 
 

1. GRANT NO.91-THE SENATE 
(CHARGED) 
(Final Appropriation Rs. 308,814,000) (Saving 18,773,254) 

 
The AGPR pointed out that in charged section the appropriation closed with a saving of 

Rs.18,773,254 which worked out to 6.08 percent of the total appropriation. An amount of 

Rs.15,728,000 (5.09%) was surrendered leaving net saving of Rs.3,045,254 (0.98%). 

The PAO explained that in section “charged” Savings were due to some vacant posts. Part of the 

savings were due to the amount deposited in SBP on 19-05-2007 by an officer on account of 

overpayment of pay. Saving also occurred due to the fact that Deputy Chairman Senate could not 

undertake a foreign visit for which advance had been drawn.  

(OTHER THAN CHARGED) 
(Final Grant Rs. 268,190,000) (Saving – Rs. 37,582,645) 

 
The AGPR pointed out that in other than charged section the grant closed with a saving of 

Rs.37,582,645 which worked out to 14.01 percent of the total grant. An amount of Rs.35,992,000 

(13.42%) was surrendered leaving net saving of Rs.1,590,645 (0.59%).  

The PAO explained that in section other than “charged” saving occurred due to the reason that the 

Chairman’s Committees functioned less than expected during 2006-07. Some posts of staff 

attached with Chairman Committee remained vacant during the year. Saving was due to lesser 

attendance of the members in Sessions/Committee meetings. The telephone bills received were 

lesser than anticipated.  

PAC DIRECTIVE 

The Committee settled the grant. 
 

The proceedings of the Committee ended with a vote of thanks to and from the Chair.  
 

******** 
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MINISTRY OF STATES AND FRONTIER REGIONS 
2006-07 

 
51. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Ministry of States and Frontier 

Regions were examined by the Public Accounts Committee on 25th September, 2012. 

 

51.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

51.2  Four grants were presented by the AGPR. 

51.3 All grants were settled by the Committee on the clarifications given by the PAO. 

51.4 Regarding pending court cases PAC was informed 223 cases were pending in court.  
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MINISTRY OF STATES AND FRONTIER REGIONS 
ACTIONABLE POINTS 

 
Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 25th September, 2012, regarding Appropriation Report for the year 2006-07 pertaining to 

Ministry of States and Frontier Regions were summarized as under: 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

1. GRANT NO.109-STATES AND FRONTIER REGIONS DIVISION   

The AGPR pointed out that the grant closed with a saving of Rs.15,871 which worked out to 0.04 

percent of the total grant. 

The PAO explained  that saving and excess was due to funds were transferred to make up 

shortfall but the shortfall not be made up, bills of Rs. 234,269/- were returned un-passed and bills 

of Rs. 117,750 were returned un-passed.   

PAC DIRECTIVE 

The Committee settled the grant. 

2. GRANT NO.110-FRONTIER REGIONS   

The AGPR pointed out that grant closed with an excess of Rs.375,149,901 which worked out to 

23.41 percent of the total grant. 

The PAO pointed out excess booking of expenditure amounting to Rs.170,971. He explained 

saving and excess was due to  15% increase in Pay and Allowances during financial year 2006-07 

and due to payment to the retired Border Police Personal on account of encashment allowance,  

due to less allocation and new recruitments of 2,800 posts of Levies for the various Line 

Departments, due to dishonoring of the claims by the concerned Accounts Offices just before 30th 

June with certain observations, due to non receipt of saving and surrender statements from the 

concerned offices, due to dishonoring of the claims by the concerned Accounts Offices just 

before 30th June with certain observations  and due to non completion of codal formalities.  

PAC DIRECTIVE 

The Committee settled the grant with the direction that there should be zero saving and zero 

excess in future. 

3. GRANT NO.112-MAINTENANCE ALLOWANCES TO EX-RULERS 

The AGPR pointed out that the grant closed with an saving of Rs.480 which works out to 0.01 

percent of the total grant. 

PAC DIRECTIVE 

The Committee settled the grant. 

4. GRANT NO.113-AFGHAN REFUGEES   

The AGPR pointed out that the grant closed with a saving of Rs.4,841,085 which worked out to 

0.92 percent of the total grant. An amount of Rs.6,949,000 (1.32%) was surrendered resulting into 

an excess of Rs.2,107,915 (0.40%).  
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The PAO explained saving and excess was due to increase in pay and allowances and due to the 

figure of final grant and actual expenditure are misprinted. As per reconciliation statements duly 

verified by AGPR the supplementary grant of Rs.363,400,000 was against deduct recovery with 

zero effect on final grant. The actual expenditure incurred was Rs.38,643,084 with the saving of 

Rs.102,237. 

PAC DIRECTIVE 

The Committee settled the grant. 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

 

 

***** 
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STATISTICS DIVISION   
2006-07 

 
52. OVERVIEW 

 
 

Appropriation Accounts for the year 2006-07 pertaining to the Statistics Division were examined 

by the Public Accounts Committee on 4th September, 2012. 

52.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

52.2  Two grants were presented by the AGPR which were settled on the justifications given 

by the PAO. 
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STATISTICS DIVISION 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of Public Accounts Committee held 

on 4th September, 2012, regarding Appropriation Accounts and Audit Reports for the year             

2006-07 on account of Statistics Division were summarized below:- 
 

APPROPRIATION ACCOUNTS CIVIL VOL-I 2006-07 

1. GRANT NO.28- STATISTICS DIVISION 

The AGPR pointed out that the grant closed with an excess of Rs.1,693,556 which worked out to 

0.31  percent of the total grant. An amount of Rs.167,800 (0.03%) was surrendered increasing net 

excess to Rs.1,861,356(0.34%). A supplementary grant of Rs.2,011,000 was sanctioned but not 

included in the supplementary schedule of authorized expenditure.  

The PAO stated that the saving was mainly due to adding up of the saving of certain heads of 

accounts of all 44 offices of three attached departments of Statistics Division.  

PAC DIRECTIVE 

The Committee settled the grant. 

2. GRANT NO.136-DEVELOPMENT EXPENDITURE OF STATISTICS DIVISION 

The AGPR pointed out that the grant closed with a saving of Rs.16,900,000 which worked out to 

24.93 percent of the total grant. An amount of Rs.16,427,200(24.23%) was surrendered  leaving 

net saving of  Rs.472,800(0.69%). 

The PAO explained that saving was due to adding up of saving of all heads of accounts of all 37 

Regions/Field offices of PLSM and Rebasing of National Accounts (RNA) Projects of FBS.  

PAC DIRECTIVE 
 

The Committee settled the grant. 

 

The proceeding of the meeting ended with a vote of thanks to the Chair. 

 
 

*****  
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MINISTRY OF TEXTILE INDUSTRY  
2006-07 

 
53. OVERVIEW 

 
 

Appropriation Accounts and Annual Audit Reports for the year 2006-07 pertaining to the 

Ministry of Textile Industry were examined by the Public Accounts Committee on                          

25th October, 2012. 

 

53.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future and surrendered it in time. 

53.2  Two grants and one para were presented by the AGPR and Audit. 

53.3 The Committee settled all the grants on the justifications given by the PAO with the 

direction that there should be zero excess and zero saving in future. 

53.4 An internal Committee was constituted to examine the issues to submit report to the 

PAC. 
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MINISTRY OF TEXTILE INDUSTRY 
ACTIONABLE POINTS 

 
 

Actionable points arising from the discussion of the meeting of the Sub-Committee of Public 

Accounts Committee held on 25th of October, 2012, regarding Appropriation Accounts and Audit 

Report for the year 2006-07 on the accounts of Ministry of Textile Industry were summarized 

below:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 

1. Grant No. 114.TEXTILE INDUSTRY DIVISION 

The AGPR pointed out that the grant closed with a saving of Rs.12,307,783 which worked out to 

12.60% of the total grant. An amount of Rs.3,931,500 (4.02%) was surrendered leaving net 

saving of Rs.8,376,283 (8.57%). 

The PAO explained the savings under different object heads were due to Research Development 

and Advisory Cell created in the Ministry during 2006-07. The process of recruitment of officers 

& staff was delayed and could not be completed in time so amount was not utilized due to 

shortage of time and due to the reason that RD & A Cell was not functioning fully.  

PAC DIRECTIVE 

The Committee settled the grant with the direction that there should be zero excess and zero 

saving in future. 

2. GRANT NO. 158.DEVELOPMENT EXPENDITURE OF TEXTILE INDUSTRY 
DIVISION 
The AGPR pointed out that the grant closed with a saving of Rs. 6,843,507 worked out to 6.84% 

of the total grant.  

The PAO explained the savings was due to the reason that the last installment of 20 million was 

released on 14th June, 2012 out of which only one machine was purchased. The reaming amount 

could not be surrendered the date fixed for surrender i.e. 15-5-2007 was expired. 

PAC DIRECTIVE 

The Committee settled the grant with the direction that there should be zero excess and zero 

saving in future and surrender should be in time. 

AUDIT REPORT FOR THE YEAR 2007-08 (FY 2006-07) 

1. PARA- 8.1 ( PAGE- 100) AR 2007-08 
RECOVERY FROM KARACHI PORT TRUST ON ACCOUNT OF DISLOCATION OF 
MINFAL’S OFFICES – Rs. 589 MILLION 
Audit stated that The Prime Minister‘s Secretariat directed the MINFAL to hand over the 

buildings to Karachi Port Trust for onward transfer to a foreign embassy. The building was 

vacated forcibly and demolished overnight. Second part of the Prime Minister’s directive was 

allotment of an alternate plot by KPT and compensation of the demolished building by the 

foreign embassy. The plot had to be handed over to the Embassy for construction of Consulate 

General Office at Karachi. But, on account of security concerns the embassy did not construct the 



 
 

466 
 

building. Therefore, neither compensation nor allotment of an alternate plot was made to the 

MINFAL. The laboratories and offices were shifted in rented premises and are still suffering 

badly. The compensation was calculated at Rs. 589 million.  

Audit further stated that Two years have passed, but compensation for building, shifting and rent 

charges are not paid to the organization. The action had seriously impaired the operation of an 

organization connected to cotton production and export. The KPT also refused to allot an 

alternate plot to PCCC. The Ministry had to bear advance rent of Rs. 10.314 million. 

The PAO had stated before that as far as PCCC concerned, Government of Pakistan will 

compensate the organization in connection with the construction of office building in the 

premises of Plant Protection Department, Karachi. MINFAL has already prepared PC-I for this 

purpose. The funds of Rs. 101 million allocated in PSDP 2008-09 for the purchase of Land and 

construction of the building could not be released by the Finance Division due to financial 

constraint. However, the funds of Rs. 50 million for construction of office building of PCCC, 

Karachi have been allocated in PSDP 2009-10. 

PAC DIRECTIVE 

The Committee directed the PAO to constitute a committee comprising the Secretary, M/o Textile 

Industry, Secretary, Finance, Secretary, Planning and Secretary, Foreign Affairs, the Secretary, 

Textile Industry convener a joint meeting to examine the issue and submit report to the PAC 

Secretariat within fifteen days. 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

***** 
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WAFAQI MOHTASIB SECRETARIAT 
2006-07 

 
54. OVERVIEW 

 
 

Appropriation of Accounts for the year 2006-07 pertaining to the Wafaqi Mohtasib were 

examined by the Public Accounts Committee on 3rd July, 2012. 

54.1  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that proper rules should be 

followed in future. 

54.2  One grant was presented by the AGPR. 

54.3 The Committee settled the grant with the instruction that there should be zero saving and 

zero excess in future. 
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WAFAQI MOHTASIB SECRETARIAT 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 3rd of July 2012, regarding Appropriation Accounts for the year 2006-07 on the accounts 

of Wafaqi Mohtasib were summarized as under:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 
 

i). WAFAQI MOHTASIB (Charged) 

The AGPR pointed out that the appropriation closed with an excess of Rs.1,705,826 which 

worked out to 1.44% of the total appropriation. A supplementary appropriation of Rs.900,000 

was sanctioned but not included in the supplementary schedule of authorized expenditure. 

The PAO stated that a total Supplementary Grant of RS 9,800,000 was due to the purchase of 

transport and medical reimbursement to Pensioners, 20% Special Allowance, to meet shortfall 

under heads honorarium and payment to others for services rendered and hosting of annual 

meeting of the Board of Directors of the Asian Ombudsman Association. Saving/ excess amount 

of RS 117,858 had no reasons specified.  

PAC DIRECTIVE 

The Committee settled the grant with the instruction that there should be zero saving and zero 

excess in future. 

 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

 

 

***** 
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MINISTRY OF WATER & POWER 

2006-07 
 
55. OVERVIEW 

 
 

Appropriation of Accounts and Audit Reports for the year 2006-07 pertaining to the Ministry of 

Water & Power were examined by the Public Accounts Committee on 11th May, 2012, 9th 

August, 2012, 12th September, 2012, 9th January, 2013 and subsequently on  24th January, 2013 . 

During the 1st round of PAC meeting the Committee issued its directions and other rounds of 

PAC meetings were held to ensure the implementation of PAC directives issued during the 

previous rounds. 

55.1  A Sub-Committee was constituted under the Convenership of  Mrs. Yasmeen Rehman, 

including Sardar Ayaz Sadiq, Mr. Zahid Hamid, Engineer Khurram Dastgiir Khan, 

Khawaja Mohammad Asif, Ch. Saeed Iqbal, Mr. Saeed Ahmed Zafar, Dr. Attiya 

Inayatullah, and Mr. Noor Alam Khan  MNAs as members of the Sub-Committee. 

55.2  The Committee considered Audit’s point of view, explanation given by the Principal 

Accounting Officer (PAO) and made its recommendations that irregular promotion in 

NESPAK may be reverted and increase in financial benefits may be recovered therefrom. 

55.3 Three grant and Eighty two paras were presented by the AGPR and Audit. 

 

55.4 All grants were after the clarifications given by the PAO. Thirty two paras were settled 

55.5 The Committee also directed to hold meeting to solve the issues and remaining recovery 

should be made and submitted report to the PAC.  

55.6 Regarding pending court cases the PAC was informed  and 119 cases were pending in 

court.  
 

55.7 PAC took notice of ireegular promotion in NESPAK by Managing Director without 

observing the Criteria, recommendation of Divisional Head and BoM. 

55.8 PAC took serious notice of unscheduled load shedding and showed displeasure over 

unannounced loadshedding. 

55.9 PAC was informed that the Ministry had sustained huge losses due to the theft of 

transformers and Coils.  

55.10 PAC recommended especial and performance Audit for NESPAK.  
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MINISTRY OF WATER & POWER 
ACTIONABLE POINTS 

 

Actionable points arising from the discussion of the meeting of the Public Accounts Committee 

held on 11th May, 2012, 9th August,2012, 12th September, 2012, 9th January, 2013 and 

subsequently on   24th January, 2013 , regarding Appropriation Account and Audit Report for the 

year 2006-07 on the accounts of Ministry of Water & Power were summarized below:- 

APPROPRIATION ACCOUNTS (CIVIL) VOL-1 2006-07 
 

1. GRANT NO.117 –WATER AND POWER DIVISION 

The subject grant was presented before PAC on 11-05-2012. The Committee issued the following 

directives:-   

“The Committee did not consider appropriation accounts (Civil) Vol-I 2006-07, deferred 

them showing strong displeasure citing the reason that the DAC’s were not held in time 

and briefs were not given to the Members in time. The Chairman also directed the Auditor 

General’s office that in future if briefs are not received 24 hours prior to the PAC meeting, 

it will not be taken up by the PAC and expenditure incurred will be debitable to Auditor 

General’s office”.  

The AGPR pointed out that the grant closed with a saving of Rs.3,946,288 which works out to 

0.67 percent of the total grant. An amount of Rs.38,000 was surrendered leaving net saving of 

Rs.3,908,288 (0.66%).  

The PAO explained the reasons of saving and excess was occured due to expenditure that was 

made being obligatory in nature supplementary grant not agreed by Finance Division, due to 

grant of 15% dearness allowance by the Government to the employees, expected bills were not 

received till end of June and supplementary grant Rs.8,926,000/- was approved for PIMPU in last 

quarter of April, 2007, which could not be utilized with in short time and the amount of Rs.6.112 

million was surrendered on 30-06-2007. The supplementary grant included in schedule was due 

to meet the expenditure for alternative Energy Development Board, for operating expenditure of 

private Power & Infrastructure Board and Project Management & Policy Implementation Unit. 

PAC DIRECTIVE (09-08-2012) 

The PAC agreed with the PAO and settled the grant. 

2. GRANT NO. 160 –DEVELOPMENT EXPENDITURE OF WATER  AND POWER DIVISION 

The subject grant was presented before PAC on 11-05-2012. The Committee issued the following 

directives:-   

“The Committee did not consider appropriation accounts (Civil) Vol-I 2006-07, deferred them 

showing strong displeasure citing the reason that the DAC’s were not held in time and briefs 

were not given to the Members in time. The Chairman also directed the Auditor General’s office 
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that in future if briefs are not received 24 hours prior to the PAC meeting, it will not be taken up 

by the PAC and expenditure incurred will be debitable to Auditor General’s office”.  
 

The AGPR pointed out that the grant closed with a saving of Rs.645,561,916 which worked out 

to 1.29 percent of the total grant. An amount of Rs.4,351,052,518 (8.70%) was surrendered 

resulting into an excess of Rs.3,705,490,602 (7.41%).  

The PAO explained the reasons of excess and savings was due to amount involved stood 

surrendered adjusted by Planning & Development Division under various projects, allocation 

revised by P&D but not taken into account and due to amount was directly released by ADB but 

P&D and Finance Division did not grant additional Rupee cover to match the allocation and 

expenditure under foreign aid component. The supplementary grant in schedule was due to 

system improvement of KESC Network and Reduction of T&D Loses, alternate Energy 

Development Board and for village electrification. 

PAC DIRECTIVE (09-08-2012) 
The PAC settled the grant. 

3. GRANT NO. 173 –CAPITAL OUTLAY ON IRRIGATION AND ELECTRICITY 
The subject grant was presented before PAC on 11-05-2012. The Committee issued the following 

directives:-   

“The Committee did not consider appropriation accounts (Civil) Vol-I 2006-07, deferred them 

showing strong displeasure citing the reason that the DAC’s were not held in time and briefs 

were not given to the Members in time. The Chairman also directed the Auditor General’s office 

that in future if briefs were not received 24 hours prior to the PAC meeting, it will not be taken 

up by the PAC and expenditure incurred will be debatable to Auditor General’s office”.  

The budget provision was fully utilized. 

PAC DIRECTIVE (09-08-2012) 
The Committee settled the grant. 

AUDIT REPORT ON THE ACCOUNTS OF MINISTRY OF WATER & POWER 
FOR THE YEAR 2006-07 

 
1. PARA 17.1 (PAGE-183) AR-2007-08 (FY 2006-07) 

IRREGULAR EXPENDITURE ON APPOINTMENT OF “SERVICE PROVIDERS” AND 
CHARGING THEIR SALARY TO HEAD OF ACCOUNT “PAYMENT TO OTHERS 
FOR SERVICES RENDERED” – RS. 8.216 MILLION 

 

The Audit pointed out that Para 2 of ‘Guidelines for appointment of Consultants’ issued vide 

Establishment Division (Management Services Wing) U.O. No. 11-3/2001-MSW-III, dates 

25.01.2002 and further amended vide U.O. No. 11-3/2001-MSW-III dated 27.07.2002 provides 

that need identification was a prerequisite for any organization planning to obtain services of 

Consultants, who were normally required to tender advice, being experts/specialists, on specific 

(generally technical) issues/projects to: Address on uncommon problem, Provide technical 

supervision, or Introduce innovative practices / solutions 
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A Consultant would, therefore, always be assigned specific and time bound tasks. Furthermore, 

Section 12(1) of the AEDB Ordinance, 2005 provides that the Board may appoint such officers, 

experts, advisors, consultants and members of staff as it may consider necessary for the efficient 

performance of its functions on such terms and conditions as may be prescribed under the rules 

made with the prior approval of Federal Government. 

The Audit further pointed out that rule 2(d) of Public Procurement Rules, 2004 defines that 

“contractor means a person, consultant, firm, company or an organization who undertakes to 

supply goods, services or work. 

In contravention to above, management of AEDB continued the practice of hiring employees 

namely “Service Providers”. These service providers were hired as technical professionals but no 

TORs were prepared for specialized tasks and time-based assignments. Further, the expenditure 

booked under Detailed Object A03919 – Payment to Others for Services Rendered during 2005-

06 and 2006-07 was Rs. 4,281,310 whereas salary paid to these Service Providers during the two 

years was Rs. 8,126,116. Excess expenditure was met from other sources. It was replied that 

being a newly established organization, AEDB was facing difficulties in doing the assigned tasks. 

In the absence of technical manpower, this office hired technical persons for which payment was 

made from the head Services Rendered against fixed package. Department failed to provide the 

regularization from Finance Division. 

The PAO stated that the case was taken up with Finance Division through Ministry of water and 

Power. Presently, the para was under process for regularization in the Ministry and Finance 

Division.  

PAC DIRECTIVE (11.05.2012) 
 

The Committee directed the PAO to get it regularized from Finance Division within one month, 

otherwise responsibility be fixed and recovery should be made. 

PAC DIRECTIVE (09.08.2012)  

The Committee directed the PAO to get it regularized from Finance Division within twenty days. 

Otherwise recovery should be made. 

PAC DIRECTIVE (12-09-2012) 

The Committee directed the PAO to regularize the expenditure from Finance Division within one 

week. 

2. PARA 17.2 (PAGE-184) AR-2007-08 (FY 2006-07) 
UNAUTHORIZED PAYMENT OF ADVANCE FOR PROCUREMENT CONTRACT – 
Rs. 6.339 MILLION 
 

The Audit pointed out that para 19(ii) and (iii) of GFR Volume-I stipulates that as far as possible 

, legal and financial advice should be taken in the drafting of contracts before they were finally 

entered into. Standard forms of contracts should be adopted wherever possible. 
 

The Audit further pointed out that in contravention of above, scrutiny of the record of 

procurement contracts with different contractors for procurement, services, and supply, etc. 
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revealed that advance payment of more than 80% of the whole contract value was made. The total 

amount of contract was Rs. 6,338,518. Despite lapse of more than three years, no work was done 

by the contractor and bank/insurance guarantees obtained against the advanced amount also 

lapsed. Reminders were also issued to contractors but no action was taken by the contractors on 

the request of AEDB till date. Early and effective action was required to recover the amount. The 

Ministry had not provided the report of FIA. 
 

The PAO stated that in case of M/s PERC contract of Solar Thermal Power Project (STPP), in 

compliance of PAC directive AEDB requested FIA on 12.06.2012 to provide a copy of the 

inquiry report. FIA responded vide their letter dated 06.07.2012 that: 

“the contractor had already given both options to return the money or completion of the project. 

The action may be decided by AEDB as per contract law” 

“the inquiry proceedings are underway to ascertain the factual position, whether any officer of 

AEDB was involved in mishandling of the project with ulterior motives. The findings of the 

inquiry proceedings shall be immediately submitted as these are finalized.” 
 

The PAO further stated that the contractor had proposed to return the cost of undelivered stores. 

However, the Ministry wanted FIA to complete the inquiry before conclusion/deciding on the 

contractor as the issues were not only financial but those of governance, malafide, omission & 

commission. Later, on 26.11.2011, the contractor offered that “we are ready to complete the 

projects as per the contract” which offer was accepted. Accordingly contractor was informed. 

However, contractor changed his stance and demanded additional amount of Rs. 9.6 million 

which was not possible for AEDB. AEDB informed the FIA and requested to complete the 

inquiry.  In case of M/s AA Enterprises contracts for Solar Water Pumping (SWP) Project the 

inquiry was complete and action initiated according to the recommendations of the inquiry report 

for recovery. The contractor was asked to refund the whole amount to AEDB at the earliest but no 

response had been received. The matter was being referred to respective agency for recovery of 

public money. In case of M/s CAMEOS 100% work as per contract had been completed. 

However, balance 47% payments had been withheld till decision on inquiry. 

PAC DIRECTIVE (11.05.2012) 
The Committee pended the para and directed the PAO to obtain report from FIA on the above 

case and present it before PAC in its next meeting. 
 

PAC DIRECTIVE (09.08.2012) 
 

The Committee directed that FIA should complete the inquiry within ten days and present report  

before PAC. The PAO should also personally see the case and report to PAC about the status of 

work done or otherwise by these three companies. Recoveries wherein involved should be made 

and record be got verified from Audit. Responsibility may be fixed for execution of work outside 

PC-I and get it verified from Audit. 
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PAC DIRECTIVE (12-09-2012) 

The Committee directed that the: 
 

i. PAO again to address the FIA regarding the officers who failed to obtain Bank 
Guarantee. 

 
ii. PAO & FIA to hold meetings for working out modalities to make recovery of the 

subject amount. 
 

iii. FIA to expedite the subject investigation/proceedings accordingly for report within one 
week and forward copy to the PAC Secretariat. 

 

iv. PAO to expedite the process for obtaining advice of the Ministry of Law and Justice 
within two days. 

 

AUDIT REPORT PUBLIC SECTOR ENTERPRISES ON THE ACCOUNTS 
OF MINISTRY OF WATER & POWER FOR THE YEAR 2006-07 

 

NATIONAL ENGINEERING SERVICES PAKISTAN (PVT) LIMITED 
 

3.  PARA-206, PAGE-361-362, ARPSE-2006-07 
IRREGULAR EXPENDITURE ON PROCUREMENT OF VEHICLES - RS.41.555 
MILLION 

 

The Audit pointed out that as per austerity measures issued by the Cabinet Secretariat (Cabinet 

Division O.M. No.01-02-2000-Imp-11 dated February 28, 2000 and subsequent clarification 

issued vide OM No.6-35/2002 dated December 01, 2003 the ban imposed by the National 

Economic Council (NEC) on the purchase of new vehicles will continue and such instructions 

were equally applicable to Autonomous/Semi Autonomous Bodies, Corporations under the 

control of Federal Government, however relaxation to ban was to be granted by the Prime 

Minister only. The management of National Engineering Services Pakistan (Pvt.) Ltd. (NESPAK) 

purchased 60 vehicles valuing Rs.41.555 million during the years 2002-03 to 2004-05 from M/s. 

Pak Suzuki Motors, Karachi in violation of above mentioned instructions. The expenditure 

incurred on the purchase of vehicles was considered irregular. The management stated in its reply 

dated February 07, 2007 that NESPAK had numerous major projects in various parts of Pakistan. 

Projects usually have various site offices and vehicles were purchased with approval of Board of 

Directors. Reply was not convincing as the vehicles were purchased during ban period and 

without obtaining relaxation from the Prime Minister of Pakistan. 

The PAO stated that in view of the decision issued by the DAC in the meeting held on November 

20, 2007, your kind attention is invited toward this office letter No. 149/1201/AAK/M/2196 dated 

July 22,2008 address to Ministry of Water & Power and subsequent letter No. F.4(1)/Exp-

IV/2008 dated November 26, 2008 issued by Ministry of Finance wherein it was clarify that the 

policy regarding purchase of physical assets including vehicles contained in the above referred 

O.M was applicable on those autonomous organizations whose operations were wholly or partly 

government funded. In this regard, further submission to DAC is as below: 
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NESPAK was a private limited Company, formed under the Companies Act 1913 (now 

Companies Ordinance 1984) and operates under the administrative control of its Government 

appointed Board of Directors, that includes representatives from the Ministry of Water and Power 

and the Ministry of Finance. The prevalent law (Section 196(2)(j) of the Companies Ordinance 

1984) and the charter of NESPAK i.e. memorandum and article of association, fully empower its 

Board of Directors to incur capital expenditure or dispose of fixed assets. We did not agree with 

the view point of audit and state that there was no mention in the referenced letters that the ban 

was applicable on vehicles purchased for development projects. As mentioned in para 1 (d) of the 

Cabinet Secretariat (Cabinet Division) letter No. 6-35/2002-M.II dated December 01, 2003 

locally manufactured vehicles may be purchased in case of development projects. 
 

He further informed the committee that during the years 2002-03, 2003-04 and 2004-05, 

NESPAK disposed off 45 vehicles due to end of their useful lives and acquired 58 vehicles, 

mostly in replacement, out of which 29 vehicles were arranged on financial arrangement basis. 

These vehicles were not the property of NESPAK. Mostly, the costs incurred for the 

purchase/lease of vehicles are reimbursable from the clients. There was hence no financial burden 

on NESPAK. As the Board of Directors of NESPAK are fully empowered under the law to incur 

capital expenditures, and the purchase of subject vehicles were duly approved by the Board in 

annual budgets. 

PAC DIRECTIVE (09-08-2012) 
 

The Committee pended and deferred the above paras. 
 

PAC DIRECTIVE (09-01-2013) 
 

The Committee directed the PAO to get ex-post facto approval from Cabinet Division and inform 

the PAC Secretariat/Audit. 
 

 

4. PARA-207, PAGE-362-363, ARPSE-2006-07 
EXPENDITURE ON HIRING OF EXPERT SERVICES FROM M/S. NESPAK 
FOUNDATION WITHOUT ADVERTISEMENT AND APPROVAL OF 
ESTABLISHMENT DIVISION-RS.35.055 MILLION 

 

The Audit pointed out that para 4(i) of Establishment Division U.O No.ll-3/2001-MSW-III dated 

January 25, 2002 stipulates that consultancy should widely be advertised, indicating the 

requirements. The management of NESPAK incurred an expenditure of Rs.35.055 million during 

2003-04 on account of hiring services of experts from M/s. NESPAK Foundation without widely 

advertising in the newspapers. The payment of service charges amounting to Rs.35.055 million to 

NESPAK Foundation was considered irregular. The matter was brought to the notice of the 

Management on July 06, 2006, and the Ministry on August 04, 2007. The management in its 

reply dated February 07, 2007 stated that services were hired through NESPAK Foundation as 

per decision of Board of Directors. The reply of the management was not convincing as 

consultancy services had been widely advertised to get most economical bids. 
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The PAO stated that as directed in the Departmental Accounts Committee (DAC) meeting held 

on November 20, 2007, we had obtained clarification from the Establishment Division through 

our concerned Ministry of Water & Power. The Establishment Division had clarified vide O. M. 

No. 10/67/2004-R-II, dated February 03, 2009 that the employees of NESPAK do not draw 

salaries from the Government Revenue hence they did not come under the definition of Civil/ 

Government servants. Therefore, the instruction contained in the Establishment Division ‘s O. M. 

No. 10/67/2004-R-II, dated June 21, 2005. 

PAC DIRECTIVE (09-08-2012) 
 

The Committee pended and deferred the above paras. 
 

PAC DIRECTIVE (09-01-2013) 
 

The Committee directed the PAO that no preferential treatment be given to the NESPAK 

Foundation and specific policy for hiring of employees of the Foundation may be placed before 

the Board of Directors and concurrence of the Ministry be obtained. The Committee also directed 

the PAO to submit comprehensive report on M/s NESPAK Foundation, hold inquiry and fix 

responsibility for hiring of expert services without completing codal formalities. 

5. PARA-209, PAGE-363-364, ARPSE-2006-07 
DOUBTFUL RECOVERY OF AMOUNT WITHHELD BY C&W DEPARTMENT, KP 
(NWFP) RS.7.300 MILLION 

 

 

The Audit pointed out that clause 3.05 (a) of agreement dated June 06, 1995 between NESPAK 

and C & W Department KP (NWFP), stipulates that professional liability of the consultant shall 

be limited to proven faults, errors or omissions in the construction, supervision and other 

professional duties performed in connection with the work. C & W Department, KP (NWFP) 

imposed penalty of Rs.8.252 million on NESPAK on February 24, 1998 on account of unsound 

engineering practices by referring to clause-3.05 of the contract and withheld an amount of 

Rs.7.300 million. Chief Engineer (North), C & W Department in letter dated February 28, 2001 

addressed to the Secretary to Government of KP (NWFP), informed that as per enquiry held in 

the matter, allegations leveled on NESPAK could not be proved. Despite lapse of more than 9 

years NESPAK could not recover the withheld amount of Rs.7.300 million. The matter was 

reported to the management on June 02, 2007 and the Ministry on June 30, 2007 and August 24, 

2007. The management in its reply dated October 18, 2007 stated that action taken against 

NESPAK by the client was unjustified and efforts were being made to recover the amount. 
 

The PAO stated that as directed by the DAC, we requested the Ministry of Water and Power to 

look into this matter and refer this case to the Works and Services Department, Government of 

NWFP, for resolution. The Ministry of Water and Power had consequently written a letter to the 

Secretary, Works and Services Department, Government of NWFP, Peshawar for the resolution 

of this matter. We were now pursuing our Ministry for this resolution of this matter. 

PAC DIRECTIVE (09-08-2012) 
 

The Committee pended and deferred the above paras. 
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PAC DIRECTIVE (09-01-2013) 
 

The Committee directed the PAO to pursue the matter with the Government of Khyber 

Pukhtunkhwa and recover the amount within two months. 
 

6. Audit recommended the following paras for settlement. 
 

NATIONAL ENGINEERING SERVICES PAKISTAN (PVT) LIMITED 

i) PARA-205 (COMMENTS), PAGE-359, ARPSE-2006-07 
 

ii) PARA-205.1(COMMENTS),PAGE-359-360, ARPSE-2006-07 
 

 

iii) PARA-205.2 (COMMENTS), PAGE-360, ARPSE-2006-07 
 

iv) PARA-205.3(COMMENTS),PAGE-360-361, ARPSE-2006-07 
 

v) PARA-208, PAGE-363, ARPSE-2006-07 
LOSS DUE TO IMPROPER PREPARATION OF COST ESTIMATES - RS.8.222 MILLION 
 

vi) PARA-210, PAGE-364-365, ARPSE-2006-07 
 IRREGULAR PURCHASE OF FURNITURE AND OFFICE EQUIPMENT -RS.7.637 MILLION 
 
 
 

vii) PARA-211, PAGE-365, ARPSE-2006-07 
REVENUE LOSS DUE TO NON-RECOVERY AND NON-DEPOSIT OF SALES TAX 
INTO GOVERNMENT TREASURY - RS.0.411 MILLION 

 

NATIONAL POWER CONSTRUCTION CORPORATION (PVT) LIMITED 
 

viii) PARA-212(COMMENTS), PAGE-366, ARPSE-2006-07 
 

ix) PARA-212.1(COMMENTS), PAGE-366, ARPSE-2006-07 
 

x) PARA-212.2(COMMENTS), PAGE-367, ARPSE-2006-07 
 

PAC DIRECTIVE (09-08-2012)  
 

The Committee settled the above paras. 

AUDIT REPORT (WAPDA) 2006-07 

7. PARA-1.1, PAGE NO.10-12-AR 
EXTRA COST OF RS.820.179 MILLION DUE TO CONTRACT MISMANAGEMENT   

The Audit pointed out that as per para 1 of note on preparation of prequalification documents 

issued by Central Contract Cell (February, 2003), pre-qualification of bidders was required to 

ensure that only technically and financially capable firms were invited to submit bids. In Greater 

Thal Canal Project, tenders of contract GTC-05 were opened on May 24, 2004. Three contractors 

participated in the tendering. M/s Ramzan & Sons offered bid of Rs.1,992.645 million. As per 

Para-12 of Evaluation Report, one bidder was declared non-responsive. The other two M/s 

Khyber Grace and M/s Ramzan & Sons were declared responsive with reservations that evidence 

of access to financial resources and work commitments were not submitted. However, these two 

contractors were allowed to participate in the tendering on the basis of pre-qualification in 

contract GTC-03, GTC-04 and KC-04. In Para-13 of Bid Evaluation Report, it was recommended 

that the Authority might agree to allow negotiations with M/s Khyber Grace and M/s Ramzan & 

Sons to resolve the issues. But the tenders were cancelled due to the reason that the bidders were 

not pre-qualified in GTC-05.  
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The Audit further pointed out that the contractors for GTC-05 contract were pre-qualified in 

March, 2005. This time M/s Ramzan & Sons was not pre-qualified by the Authority. The tenders 

were re-invited and opened on May 18, 2005. The same were also cancelled due to high bid 

prices. M/s Ramzan & Sons offered to execute the work at bid price of Rs.1,992.645 million but 

was not considered. The tenders were invited for the third time and opened on July 21, 2005. M/s 

Ramzan & Sons was the lowest with bid price of Rs.2,812.824 million. As per Para 2.4.2(a) of 

Bid Evaluation Report, “M/s Ramzan & Sons, during pre-qualification undertaken in March, 

2005, did not meet the minimum criteria for cash flow and average annual construction turnover 

set by the Authority. The contractor was considered by the client for bidding on the basis of his 

participation in bidding held in May, 2004. The data submitted by the tenderer (M/s Ramzan & 

Sons) still did not meet the requirements of minimum criteria set out in the pre-qualification 

documents”. Inspite of these shortcomings, the contract was awarded to M/s Ramzan & Sons in 

November, 2005 at Rs.2,812.824 million. The re-tendering not only entailed extra cost of 

Rs.820.179 million but also delayed the execution of contract for 16 months.  
 

The AGPR also pointed out that the matter was investigated through an enquiry committee which 

concluded that the Authority’s action and decisions were very timely and eminent as the final 3rd 

time tendering process was absolute and transparent leading to contractually responsive bid. If the 

contractors were picked up from the first time tendering process without knowing technical and 

financial capabilities of the firms, it would had be jeopardized the project. The conclusion drawn 

by the enquiry committee was not justified as the issue of pre-qualification of the contractors at 

the time of 3rd bidding was not probed into by the enquiry committee. The financial and technical 

status of the contractor was the same as it was prevailing at the time of first bidding. Hence, 

cancellation of tenders at the time of first bidding was not appropriate which resulted in extra cost 

of Rs.820.179 million. The matter needs to be investigated to probe into the factual position. 

PAC DIRECTIVE (20.08.2011) 
The Committee expressed its displeasure on the issue and pended the para till approval/decision 

by the ECNEC. The Committee directed the Principal Accounting Officer that due care should be 

taken while preparing PC-I etc. The Committee pended the para till its next meeting on the 

Ministry. 

PAC DIRECTIVE (09-08-2012)  

The Committee settled the para subject to the approval from the ECNEC and verification by 

Audit. 

8. PARA-1.3, PAGE NO.13-14, AUDIT REPORT (2006-07) 
UNAUTHORIZED EXPENDITURE OF RS.101.921 MILLION ON ACCOUNT OF 
CONSULTANCY SERVICES WITHOUT PROVISION IN PC-I 

 

The Audit pointed out that there was no provision of cost of consultancy services in PC-I of Greater 

Thal Canal Project. PC-II of Rs.110.00 million was approved by the Planning and Development 

Division Government of Pakistan, Islamabad in October, 2000 for carrying out investigations, 

detailed engineering designs and tender documents. The period provided in PC-II was two years 
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which was extended upto June 30, 2004 without any increase in scope and cost of project. The 

expenditure incurred upto June 30, 2004 against the provision of PC-II was Rs.82.955 million. 

Subsequently the expenditure incurred on account of above activities was not charged to the PC-

II due to expiry of its validity period. The expenditure of Rs.101.921 million incurred upto 

March, 2007 was charged to PC-I beyond its provision. Thus, the expenditure was unauthorized.  
 

The matter was reported to the Project authorities in April, 2006. It was replied that expenditure 

was charged to PC-I with the approval of Member (Water) WAPDA and PC-I would be revised 

by incorporating therein the provision of consultancy services. The issue was reported to the 

Ministry in July, 2007. The DAC in its meeting held on November 20, 2007 directed that the 

expenditure may be got regularized with the approval of the competent authority. 
 

The PAO stated that the necessary provision of Consultancy Service charges had been made in 

the Revised PC-I of Greater Thal Canal (GTC) Project. The Revised PC-I had been cleared by 

WAPDA Standing Review Committee and subsequently submitted to Ministry of Water & 

Power, Government of Pakistan for seeking approval of ECNEC. 

PAC DIRECTIVE (20.08.2011) 
 

The Committee expressed its displeasure on lack of planning by the Department. The Committee 

directed the Principal Accounting Officer to be careful in future. The Committee pended the para 

till its next meeting on the Ministry. 

PAC DIRECTIVE (09-08-2012)  

The PAC settled the para subject to approval from ECNEC. 

9. PARA-1.4, PAGE NO.14-15, AUDIT REPORT (2006-07) 
EXPENDITURE OF RS.11.212 MILLION ON ENGAGEMENT OF CONSULTANTS 
FOR CONSTRUCTION ACTIVITIES WITHOUT PROVISION IN PC-I 

 

The Audit pointed out that there was no provision of consultancy services regarding supervision 

of construction activities in PC-I of Greater Thal Canal Project. A contract No. GTC-03A of 

Rs.331.461 million for construction of Distributory Complexes on main canal was awarded on 

June 02, 2005. The General Manager (Central) Water WAPDA, Lahore was nominated as 

Engineer of the contract vide office order dated July 09, 2005. The construction activities of the 

contract were in progress satisfactorily under the supervision of WAPDA Engineer. After seven 

months M/s NESPAK were nominated as Engineer for the remaining portion of contract in 

violation of provisions of PC-I. The nomination of consultants as Engineer was not justified as 

five contracts (GTC-01 to GTC-05) of civil and mechanical works of similar nature had already 

been completed under the supervision of WAPDA Engineers. The expenditure of Rs.11.212 

million incurred on consultancy services for construction activities was an extra burden on 

public exchequer.  
 

The Audit further pointed out that the matter was reported to the management in November, 

2006. It was replied that contract was of complicated nature and superstructure/ mechanical 

installations were to be executed for which the consultants were engaged. The reply was not 
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tenable as WAPDA had expertise in civil/mechanical and electrical engineering. These engineers 

had satisfactorily completed other contracts of the Project. The para was referred to the Ministry 

in July, 2007 and discussed in DAC meeting held on November 20, 2007.  

The PAO stated that it was fact that provision of Consultancy falls under the head of Engineering 

and Admn Services, which already exists in the approved PC-1. However, keeping in view the 

nature of work, the Consultants were engaged. Accordingly enhanced provision of Rs. 1000.701 

million for Consultants services had been included in the head of Engineering and Admn: in the 

revised PC-1, with the concurrence of Member (water) which had been cleared by the WAPDA 

Standing Review Committee and subsequently submitted to Ministry of Water & Power, 

Government of Pakistan for seeking approval of ECNEC. 

PAC DIRECTIVE (20.08.2011) 
The Committee expressed its displeasure on lack of planning by the Department. The Committee 

directed the Principal Accounting Officer to be careful in future. The Committee pended the para 

till its next meeting on the Ministry. 

PAC DIRECTIVE (09-08-2012)  

The PAC settled the para subject to approval from ECNEC. 

10. PARA-1.6, PAGE NO.16-17, AUDIT REPORT (2006-07) 
EXTRA EXPENDITURE OF RS.8.179 MILLION DUE TO UNJUSTIFIED INCREASE IN 
THE PURCHASE PRICE 

 

The Audit pointed out that in purchases involving foreign exchange, letter of credit should not be 

established unless the performance bond was received and accepted as per Para 2 of WAPDA’s 

office memorandum dated 13th of June, 1979. In contravention of the above instructions, the 

letter of credit was established prior to receipt of performance bond relating to Purchase Order 

No. 548, dated May 04, 2006 valuing US$ 1,524,239 for supply of 2 Nos. 71000 KVA Generator 

Step up Power Transformers for Tarbela Power Station. Resultantly the management had no 

guarantee to enforce the supplier to adhere to the terms and conditions of Purchase Order. The 

supplier demanded increase of 18% in price of the Purchase Order. The demand was agreed to 

the extent of 9% which entailed extra expenditure of Rs.8.179 million. 

The Audit further pointed out that the matter was reported to the management in November, 2006. 

The para was referred to the Ministry in July, 2007 and discussed in DAC meeting held on 

November 20, 2007.  During discussion Audit pointed out that in violation of purchase procedure 

of WAPDA, letter of credit was established without getting acceptable performance bond due to 

which WAPDA was compelled to accept the demand of 9% increase in purchase price of 

equipment. General Manager Tarbela accepted the audit point and argued that it was done in the 

best interest of the department because the bid price of the 2nd lowest was much higher. Moreover 

the equipment was badly needed for the Power Station due to damage of transformer. Report of 

an Inquiry Committee was provided to Audit. Approval of the competent authority to the 

conclusion drawn by the Inquiry Committee was called for which was still awaited. 
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The PAO stated that open international tenders were floated for the procurement of required 

transformers and its allied accessories. The tender documents were issued to eight (08) firms. 

Only to (02) tenderers submitted their tenders on the scheduled date prior to the closing time. 

Tenders were opened on 10.11.2005 by the tender opening committee in the O/O G.M.(Hydel) 

WAPDA, Lahore. Purchase order No. 548 dated 04.05.2006 was placed to M/s TBEA Shenyang 

Co. China for total FOB  value of US$ 1,524,239/- to supply  (02) Nos 71 MVA single Phase 

Power Transformers alongwith allied accessories prior to expiry of validity of bid. The L/C No. 

ILC 0027S5898106 was established on 20.5.2006. It was pertinent to mention the status of 

purchase order vividly stood significant, when a single phase power transformer of Unit No.10 

got damaged on 26.10.2006 and the unit became out of bar resulting in non availability of one 

unit of 200 MW capacity. 
 

He further stated that the 9% increase in the contract price on the basis of price hike to raw 

material in the international market was brought in the notice of WAPDA Authority. The increase 

in the price was discussed through an Item Note in the Authority meeting held on October 20, 

2006. Consequently, purchase order was amended for the revised amount incorporating the 9% 

increase duly approved by the Authority. 10% performance bond of the total amount of purchase 

order has been submitted by the supplier bearing No.BAL12490/2007 dated 05.04.2007 for US$ 

166,143/-. By air lifting the H.V. bushings instead of shipment by sea from Italy to China, 

WAPDA also succeeded in getting/early delivery of transformers by one-month i.e in July, 2007 

instead of August, 2007. If such measures would not had taken the Authority would have 

definitely sustained a huge loss of Rs.408.96 million calculated on basis of average load 120 MW 

if this office had proceeded for re-tendering and keeping the unit out of bar for 568-days being 

the period to be spent on re-tendering as compared to Rs.8.368 million on account of 9% increase 

in the cost of original purchase order is totally negligible as compared to Rs.408.96 million. 

PAC DIRECTIVE (20.08.2011) 

The Committee directed the Principal Accounting Officer to be careful in future, hold an inquiry 

and settle the para otherwise it will be discussed in the next meeting of the Committee. 

PAC DIRECTIVE (09-08-2012)  

The Committee settled the para. 

11. PARA-1.7, PAGE NO.17-18, AUDIT REPORT (2006-07) 
LOSS OF RS.6.736 MILLION DUE TO NON-RECOVERY OF EMPLOYER’S 
ADDITIONAL COST  FROM THE CONTRACTORS 

 

The Audit pointed out that if the Contract was terminated because of a fundamental breach of 

contract by the contractor, the Project Manager shall issue a certificate for the value of work done 

and materials ordered less advance payments upto date of the issue of certificate and less 20% of 

work not completed as per condition in Section II and III of Contract. Two contracts valuing 

Rs.41.635 million for Lining of Gharat Distributory and Rehabilitation/ Remodeling of 

Summundri Drainage System were awarded to M/s Maqbool Associates, Karachi and M/s 

Chaudry Construction Company, R.Y. Khan respectively in National Drainage Project, Lahore. 
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Both the contractors did not complete the work within the contractual period. Due to non-

completion of works the contracts were terminated by the Employer under clause 59.1. At the 

time of termination the completion for the remaining work of Rs.33.678 million was pending. 

According to Condition-60 of Contract, the amount of Rs.6.736 million on account of Employer’s 

additional cost was not recovered. The management delayed the action of termination of contracts 

and also lost the opportunity of encashment of performance security due to expiry of validity 

period. Thus, the Authority sustained a loss of Rs.6.736 million. 
 

The Audit further pointed out that the matter was reported to the management in August, 2006. The 

para was reported to the Ministry in July, 2007 and was discussed in DAC meeting held on November 

20, 2007. It was replied that against contract JPF/SD-23, the amount of Rs.4.406 million had been 

recovered and adjusted against pending bills and retention money. As regards contract JPSCLA-II, the 

amount of Rs.0.236 million was adjusted. For the balance amount of Rs.2.094 million the bank had 

been requested to encash the bank guarantee. Audit contended that the bank had already refused to 

encash the bank guarantee due to expiry of validity period. Present status of recovery as pointed out 

in the para has not been intimated. 
 

The PAO stated that the Draft Para for Rs.3.770 million is based on two contracts i.e.  

(i) Re-habilitation of Samundri Drainage System Rs.1.440 million -Executive Engineer, 
Samundri Drainage Division, Faisalabad.  

 
(ii) Lining of Gharat Disty Rs.2.330 million – Executive Engineer, Sargodha Division LJC 

Sargodha.  
i) Re-habilitation of Samundri Drainage system Rs.1.440 million 

 

The contract of Rehabilitation of Samundri Drainage System was awarded to M/s. Chaudhry 

Construction Company for Rs.27.640 Million. The contractor carried out the work and submitted 

the first running bill for Rs.2,644,180/- which was paid. The contractor after submitting the 2nd 

running bill for Rs.2,965,758/- abandoned the work. This amount was not paid and adjusted along 

with retention money of Rs.264,418/- towards recovery of 20% penalty worked out on work not 

done i.e Rs.22,030,062 x 20%= 4,406,012/-. Hence the amount to be recovered is Rs.1,175,836/- 

and not Rs.1,440,254/- as pointed out by the Audit.   

The necessary action has been intimated to recover the remaining amount of Rs.1,175,838/- from 

the contractor in the following two ways.  

a. To recover the amount from other works of the contractor already in progress under 
different project divisions of the department.  

 
b. To recover the amount as “Arrear of Land Revenue” through DCO.  

 

It is expected that the outstanding amount would be recovered from the contractor in view of 

above noted options.  

ii) Lining of Gharat Distributory (Rs. 2.330 million) 
 

The contract of Lining of Gharat Distributory Sargodha Division was awarded to M/S. Maqbool 

Associates, Karachi for Rs.13.995 Million on 08.11.2003. The contractor started the work and 
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payment for the 1st and 2nd running bills amounting to Rs.2,347,334/- was paid to contractor. Due 

to unsatisfactory and slow progress of work, the contract was terminated. The department levied 

20% penalty of Rs.2.330 million on work not done. The retention money lying with department 

has been adjusted and recovery reduced to Rs.2,094,810/-.  
 

The contractor filed an appeal in Provincial Ombudsman Punjab against the cancellation of work 

and release of Bank Guarantee. The Provincial Ombudsman Punjab decided the case in the favour 

of department. The department has filed a civil suit in the court of Civil Judge Sargodha for 

making the recovery of Rs.2,094,810/- from the contractor. Simultaneously, the Bank being the 

Guarantor has also been requested to release the Bank Guarantee amounting to Rs.1,399,540/- in 

favour of department so that the loss could be minimized. It is expected that Bank Guarantee with 

the bank alongwith balance recoverable amount would be liquidated to the Project Manager. In 

this way entire recovery would be made. 
 

PAC DIRECTIVE (09-08-2012)  

The Committee directed the PAO to write letter to Chief Secretary Sind and Punjab to ensure the 

recovery and report to the PAC within 20 days. Para was pended. 

PAC DIRECTIVE (20.08.2011) 
 

The Committee pended the para till its next meeting on the Ministry. 

PAC DIRECTIVE (09-01-2013) 
 

The Committee directed the PAO to submit all correspondence with Chief SecretPunjab/Sindh to 

PAC Secretariat and hold meetings with Chief Secretaries to resolve the issue. 

12. PARA 3.4, PAGE 30 AR 2006-07 
LOSS OF RS.530.685 MILLION ON ACCOUNT OF INTEREST PAID ON LATE 
PAYMENTS 

 
The Audit pointed out that as per section 9.7(e) of agreement with IPPs, late payments by either 

Party shall bear interest at a rate per annum equal to the Base Rate plus four percent (4%) per 

annum, compounded semi-annually, and shall be computed for the actual number of days on the 

basis of a three hundred sixty five (365) Day Year. In WAPDA Power Privatization Organization 

(WPPO), the payments of the invoices were to be made to Independent Power Producers (IPPs) 

within 25 days of their receipt as per section 9.7(b) of the agreement. The payments were made 

beyond the stipulated period. Due to late payments, interest of Rs.530.685 million was paid. 

The PAO stated that the matter had been referred to the Ministry of Finance by the Ministry of 

Water & Power as per DAC directives dated 17/07/2012. 

Audit requested the PAC to direct the management of WAPDA Power Privatization Organization 

(WPPO) as well as Finance Division (Govt. of Pakistan) to make all out efforts for timely 

arrangement of payments according to Power Purchase Agreement to avoid payment of interest. 

PAC DIRECTIVE (09-01-2013) 
 

The PAC took a serious view of the huge amount of Rs. 80 billion paid by NTDC 2007-08 as 

penal interest. The Committee pended the para. 
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13. PARA-3.6, PAGE NO.32-33, AUDIT REPORT (2006-07) 
UNSECURED INVESTMENT IN A PRIVATE BANK RESULTING INTO BLOCKAGE 
OF FUNDS FOR RS.302.958 MILLION 

 

Audit pointed out that as per policy issued by Finance Division vide circular No.F-4(1)/2002-BR-

II dated July 02, 2003, public sector enterprises and local/autonomous bodies can deposit their 

working balances required for their operations with any public or private bank subject to the 

following requirements: 
 

a) The bank/financial institutions taking a deposit should have a minimum ‘A’ rating 

appearing on the web-site of the State Bank of Pakistan. 
 

b) In case the total working balance exceeds Rs.10 million, the selection of the bank(s) as 

well as the term of deposits will be approved by the concerned Board of 

Directors/Governing Body on the basis of competitive bids from at least three 

independent banks. 
 

c) In case, where total working balance of an enterprise exceeds Rs.10 million, not more than 

50% of such balance shall be kept with one bank. 

An investment of Rs.300 million was made by the General Manager Finance (Power) in Crescent 

Standard Investment Bank Limited on 18th April, 2006 for a period of one month without 

considering the pre-requisites of the policy and making judicious assessment as to liquidity and 

credibility of the bank. The bank was also being investigated by Security and Exchange 

Commission of Pakistan (SECP) for alleged wrong doings and serious irregularities in its books 

of accounts. On maturity date i.e. 18th May, 2006, the bank failed to repay the principal amount as 

well as interest thereon. This resulted in blockage of Rs.302.958 million.  
 

The matter was taken up with the management in November, 2006 and discussed in March, 2007. 

It was replied that autonomous bodies were authorized to deposit their funds with public or 

private banks and that the case was referred to the Security and Exchange Commission of 

Pakistan with the request to facilitate in recovering the principal as well as accumulated profit but 

the SECP could not get money released. Now the matter is subjudice. The matter was referred to 

the Ministry in July, 2007 and discussed in DAC meeting held on November 20, 2007. The 

Convener DAC desired to discuss the matter with Chairman WAPDA (who was not in the 

meeting) to decide the necessary remedial measures in this case. The progress is awaited. 
 

Inquiry Committee’s report was provided to Audit. From the contents of the inquiry it had been 

observed that only the B&AO (Banking) and Manager Finance (Headquarter) serving at that time 

were held responsible for the criminal negligence. The Inquiry Committee recommended to 

initiate disciplinary action against them. However, the General Manager Finance (Power) was 

absolved of all blame/wrong doing on the pretext of his death and no disciplinary action was 

taken against him. The inquiry committee also recommended a Special Audit of all transactions 

of investment during 03.09.2005 to 19.04.2006. 
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It had been clarified in the inquiry report that policy of Ministry of Finance (Govt. of Pakistan) 

regarding investment was totally ignored/not implemented while making investment of surplus 

funds. As mentioned in the “history of the case” at Sr. No.2 of the inquiry report, the initial 

investment of Rs.500 million was made with the approval of Member Finance WAPDA on 

02.11.2005. In this investment, the instructions of the Government of Pakistan were totally 

ignored. The investment was subsequently rolled over with reduction of the invested amount at 

the level of General Manager Finance (Power). This state of affairs reflects that even in 

investment made with the approval of Member (Finance) WAPDA, the rules of Government for 

safeguarding the principal amount were not adhered to or kept in view.  
 

Recovery of an amount of Rs.302.958 million alongwith interest was awaited despite lapse of 

about 7 years. A copy of letter No.GMF(9)/MF(HQ)/BNK/CSIBL/892-94 dated 06.10.2009 

addressed to the Chairman SECP and further action initiated by SECP may please be 

provided/intimated.  
 

Latest status of the court case regarding recovery of the amount with interest may also be 

intimated. 
 

Steps taken towards Special Audit of transactions made during 03.09.2005 to 19.04.2006 be also 

intimated. 

The details regarding the SOPs adopted after April, 2006 to May, 2012 to avoid such financial 

mismanagement may also be provided.  

Management Response 

Meeting of Principal Accounting Officer and Chairman WAPDA 

The office of honorable Secretary Water & Power, GOP Islamabad was requested vide office 

letter dated 08-12-2009 to fix date and time of meeting but the response/reply was awaited. Now, 

at this belated stage, this requirement may kindly be reviewed and not pressed further as agenda 

of meeting was to discuss the remedial measures, which had been duly taken by WAPDA through 

constitution of Investment Board to approve all sorts of investment of surplus funds/working 

balance.  

FIXING OF RESPONSIBILITY 

Member (Finance) constituted an Inquiry Committee vide office order No. 584 dated 02.06.2010 

to probe into matter. The Inquiry Committee in its report dated 16.06.2010 found that financial 

loss due to non-repayment by the bank can not be directly attributed to the procedural lapses 

committed by the following Officers: 

i. B&AO (Banking) 

ii. M.F.(HQ), Power 

iii. G.M. Finance (Power) 

Mr. Ahmed Nawaz Mughal the then G.M.F (Power) has since been expired. Charged sheets were 

served to the officers mentioned at Sr. No. 1 & 2 above. The accused officers’ contested that pre-
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requisites were fulfilled before fund placement. However, the impairment of Credit rating of the 

bank was not publicly known. The fact was worth consideration that Credit Rating Company 

(JCR-VIS) has admitted in its report dated July 2007 that there was deliberate misstatement of 

financial statement through concealment of material level of borrowing and assets but the auditor 

failed to point it out in their Audit Report for the year ended December 2004 and Review Report 

for the six months ended June 30, 2005. There was no plausible manner in which JCR-VIS could 

detect the mis-statement of financial statement and the rating of CSIBL was intact till publishing 

of article in the Daily Business Recorder dated 15.04.2006. 

Basing upon the above facts, the competent authority imposed penalty of “Censure” on both the 

officers.  

PROGRESS OF PENDING COURT CASE 

Court auctioneers were appointed by honorable Lahore High Court vide order dated 17.12.2009 

and 22.02.2010. Subsequently, the Stay Orders against Auction proceedings were obtained from 

the court by the company on the ground that said company be wound up voluntarily and 

appointed Administrator to manage the affairs of the company during the course of winding up. 

The learned legal counsel of WAPDA has filed writ petition in November 2010 vide W.P. No. 

CO. No. 46/2006 to get vacate the Stay Order against Auction Proceedings. 

However, the honorable Judge of the Lahore High Court, through its order in March 2011 had 

relieved the Administrator from his duties and appointed Provisional Manager to look into the 

affairs of the company. 

Due to Summer Vacations in the Court, the next date of the hearing is yet to be fixed. 

PAC DIRECTIVE DATED (20.08.2011) 

The Committee expressed its displeasure and directed the Principal Accounting Officer to inform 

why this Bank was selected for investment knowing it not a Government Bank and without 

knowing the rating of Bank? He was further directed to thoroughly probe into the matter, conduct 

an inquiry and fix the responsibility and propose strict action against the concerned persons and 

report to the Committee within one month. The Committee may be informed about the actual loss 

which occurred to the Government exchequer. The Committee directed that such investment 

should not be made in future. The Committee pended the para till its next meeting on the 

Ministry. 

PAC DIRECTIVE (09-08-2012)  
The Committee directed to request to SECP which is the regulator of all NBFIs and investment 

Banks to ensure recovery and return of Rs. 302 million amount of WAPDA stuck with Crescent 

Investment Bank  

14. PARA-3.7, PAGE NO.33, AUDIT REPORT (2006-07) 
NON-RECOVERY OF RS.222.976 MILLION ON ACCOUNT OF RENT FROM ARMY 
Audit pointed out that two hundred and eight acres land of WAPDA (WARSAK) was in 

possession of Army since February, 1980. WAPDA claimed Rs.222.976 million on account of 



 
 

487 
 

rent of land from February, 1980 to June, 2004 as per General Manager Hydel letter No. 2988-95/ 

GM/H/DHOL/G-50(w) dated June 08, 2004. The amount was pending for recovery.  

The matter was brought to the notice of the management in September, 2006. It was replied that 

the case was under process with the higher authority. The matter was referred to the Ministry in 

July, 2007. The DAC in its meeting held on November 20, 2007 directed the department to 

expedite the matter.  Progress in this regard is awaited. 

Recovery of rent be pursued with Ministry of Defence vigorously and progress achieved be 

intimated to Audit. 

Management Response 

A high level meeting was held between Chairman WAPDA and Secretary Defense with 

participants from both sides on 28-3-2005. Issue of Pak Army’s occupation on 208 Acres of 

WAPDA’s land in Warsak was discussed in detail and it was decided to constitute a committee 

headed by Joint Secretary-I, Ministry of Defense with two members each from WAPDA & 

ML&C to evolve a mechanism for reconciliation of claims of WAPDA against Cantonment 

Boards and Pak Army and vice versa including outstanding payment/compensation of land to 

WAPDA by Army in Warsak. First meeting of the committee was held on 20.06.2005. 

It was explained that no land belonged to PWD. All the 346 Acres of land was purchased by 

WAPDA from different private land owners in connection with construction of Warsak Dam 

Project. Out of 346 Acres of land, Army is occupying more than 208 acres of WAPDA’s land. 

Committee told that if PWD had any proof of ownership of land at Warsak Dam Project area then 

the same should be brought on record to ascertain the status of ownership of land. 

After discussion, it was decided that joint survey of the area be carried out by Formation HQ 

Warsak and WAPDA involving representatives of Board of Revenue & MEO Peshawar on 

immediate basis. Necessary instructions in this regard will be issued by HQ ML&C to MEO 

Peshawar to coordinate the joint survey. Joint survey report shall be discussed in next meeting to 

which representative from PWD should also be invited to substantiate the ownership of land. In 

the light of above, it was submitted that it was a complicated issue in which number of other 

departments were involved. High level committee was working actively on it for its resolution 

which may take some more time.  

As a follow up, Deputy Secretary Army Ministry of Defence Rawalpindi was requested vide 

letter No.203-04/CE/XC/WSK/Army/Land dated 11.02.2010 to intimate action regarding 

schedule of payment to WAPDA against claim of Rs.278.592 million, being the total rental 

charges of Land, building including the cost of trees. No action regarding payment has yet been 

intimated by Army Headquarter. 

PAC DIRECTIVE DATED (20.08.2011) 

The Committee desired to discuss this issue in the meeting of Ministry of Defence. The 

Committee directed the Principal Accounting Officer to resolve the issue within one month and 

 pended the para till its next meeting on the Ministry. 
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PAC DIRECTIVE (09-08-2012)  

The Committee directed that a Committee comprising of Secretary Defence and Secretary, Water 

and Power and Chairman, WAPDA hold a meeting to solve the issue and submit report to the 

PAC. 

15. PARA 3.8, PAGE 33-34, AR 2006-07 
EXCESS/IRREGULAR PAYMENT OF RS.219.452 MILLION TO BANKS ON 
ACCOUNT OF COLLECTION CHARGES 

 

The Audit pointed out that as per instructions contained in para 12.3 of procedure of collection of 

electricity bills, the bank entrusted with collection of payments of electricity bills will be entitled to 

charge bank commission as decided by the State Bank of Pakistan and agreed to by WAPDA.  
 

The Audit further pointed out that in violation of above instructions, four banks (HBL, UBL, 

MCB and ABL) unilaterally deducted collection charges of Rs.10 per bill instead of Rs.2 as 

approved by Wafaqi Mohtasib as status-quo arrangement till finalization of appeal of Banking 

Council by the President of Pakistan. This resulted in extra payment of Rs.219.452 million on 

account of collection charges during 2005-06 in respect of seven DISCOs i.e. LESCO, MEPCO, 

PESCO, QESCO, FESCO, IESCO and GEPCO.  
 

The PAO stated that the matter regarding excess deduction of collection charges of utility 

(Electricity) bills by the banks had been taken up by WAPDA with the State Bank of Pakistan. 

The State Bank of Pakistan vide letter No.BPD(PU-08)/ 640-A/23354/FM/2006-9426 dated 

06.10.2006 decided that w.e.f. 07/2006 the rate of collection charges would be Rs.8/- per bill. It 

was further decided that no refund of excess deduction on account of collection charges prior to 

07/2006 would be given. In compliance to DAC directives, the matter regarding refund has also 

been taken up with the Governor State Bank  of  Pakistan and Ministry of Finance by the Member 

(Finance) WAPDA vide letter No.703-15 dated 22.11.2007 and 752-768 dated 05.12.2007 

respectively.  
 

The Audit requested the PAC to direct the management of all concerned DISCOs to intimate 

present status of the refund of bank collection charges to be determined from the period 07/2006 

onwards. 

PAC DIRECTIVE (09-01-2013) 
 
The Committee directed the PAO & management of all concerned DISCOs to intimate present 

status of the refund of Bank collection charges within 20 days. In the event of failure 

responsibility will be with the CEOs. The Committee further directed that Finance Division 

should resolve this issue with S.B.P within 20 days and submit report to the PAC Secretariat. 

14. PARA 5.4, PAGE 44-45, AR 2006-07 
LOSS OF RS.510.795 MILLION DUE TO NON-REPLACEMENT OF SUB-STANDARD 
AND REJECTED FOREIGN MATERIAL 

 

The Audit pointed out that that according to clause 20 of Purchase Order the supplier will provide 

the replacement of the rejected material and on final rejection the purchaser shall have right to 

purchase the rejected goods at mutually agreed reduced rates or to terminate the contract and 
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recover from supplier the loss that purchaser may thereby incur. In GENCO-II Guddu the 

imported material procured vide Purchase Order dated June 14, 2005 was rejected by the joint 

survey committee on September 14, 2006 but neither replacement was provided nor cost paid 

through LC was recovered. Thus, the company sustained a loss of Rs.510.795 million.  

The PAO stated that para consisted of three purchase orders. 

(A)-3847)-(M/S Siemens AG company) :-( PM-IV):- (Rs.506.250 Million) 

Material of the purchase order No.3847/GMT/P&S/T-1230 dated 14-06-2005 has been inspected 

and taken on the record by store section on 29-09-2010. 

(B)-3769- ((M/s MJB International):- PM-III (Rs. 1.419 Million) 

Firm has deposited cost of bearing and P.O has been cancelled and rejected material withdrawn 

by firm from TPS, Guddu. (Bank statement and other documentary evidence provided). 
 

(C)-3880:- (M/S Glow Pak):- PM-II (Rs. 3.126 Million) :- 

i) Despite hectic efforts by the department firm M/s Glow Pak international Lahore (Local 

Representative of M/s Yunnan Machinery Import & Export, China), has to replace the rejected 

Boiler Forced Draft Fan Motor and supply same as per specifications. The CPGCL also has asked 

GM (Thermal) to black list the firm through letter No.CEO/CPGCL/PM-II/12-8962-66 dated 

08.05.2012. 

ii)  It is pertinent to mention that 90 % payment against said Purchase order was made to the 

firm (as per procedure) while the 10 % balance payment is still with-held as per P.O Clause-12 

(B). 

The Audit requested the PAC to direct the management of GENCO-II to clarify/justify the 

purchase order wise position: 

Purchase Order No.3847 (Rs.506.250 million): 

Accountal of rejected material in the Stock Measurement Book without obtaining warranty of 

8000 Equivalent Operating Hours (EOH). 

Delay of six (6) years for installation of material since its arrival at TPS, Guddu in September, 

2006. 

Purchase Order No.3769 (Rs.1.419 million): 

Non recovery of difference of Rs.0.076 million from supplier, as the cost of material withdrawn 

by supplier so received in the bank was Rs.1.343 million against Rs.1.419 million as per Stock 

Measurement Book. 

Purchase Order No.3880 (Rs.3.126 million): 

Neither recovery nor replacement of the rejected material of Rs.3.126 million from the supplier; 

Non-action for black listing the firm. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to hold an inquiry and fix responsibility within 2 weeks, as to 

why sub-standard material was supplied, why warranty was not taken at that time and why the 
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material was not installed in time and why the firm were not blacklisted. Report be submitted to 

the PAC Secretariat.  

15. PARA 5.5, PAGE 45 AR 2006-07 
LOSS OF RS.50.592 MILLION DUE TO NON-LEVY OF LIQUIDATED DAMAGES 

 

The Audit pointed out that if purchaser suffers loss as a result of delay caused by reasons for 

which supplier is responsible, supplier undertakes to pay the purchaser liquidated damages at the 

rate of 2% of the contract price for each completed month of delay, maximum 10% of contract 

price as per clause 18(A) of Purchase Order. In GENCO-II, Guddu, Purchase Orders No.3,757 

and 3,847 dated June 10, 2004 and June 14, 2005 respectively were placed on the suppliers for supply 

of equipment. The material was supplied after expiry of specified delivery period. The liquidated 

damages were required to be levied on the supplier under the contractual provisions, but management 

failed to do which resulted into loss of Rs.51.26 million to the company. 

The PAO stated that subject para consist of two purchase orders i.e. 3757 (L.D. amount 

of Rs. 0.633 Million) and 3847 (L.D. amount of Rs. 50.625 million). One Purchase order 

(bearing NO. 3757) for Rs.0.633 million, the entire amount of LD charges has been 

recovered. One Purchase order (bearing NO. 3847) for Rs. 50.625 million, the amount of 

LD charges against the Para comes to Rs. 16.468 million instead of Rs.50.625 Million 

which may be corrected. However, recovery was under process. 

The Audit requested the PAC to issue directive to the management of GENCO-II to 

expedite the recovery and produce record thereof to Audit for verification. Justify delay 

of more than six (6) years for non recovery on the account. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 5.4. 

16. PARA 5.6, PAGE 46, AR 2006-07 
LOSS OF RS.42.194 MILLION DUE TO FINANCIAL IRREGULARITIES 

 

The Audit pointed out that in GENCO-II Guddu, two officers M/s Muhammad Nafees Sadiq, 

Senior Budget and Accounts Officer and Hazoor Bux, Resident Engineer were found involved in 

financial irregularities in the purchase of material. Due to their financial indiscipline, the 

Company sustained a loss of Rs.42.194 million. Both the officers were removed from service. 

Member Finance being the competent authority imposed penalty of Rs.2.110 million upon the 

Senior Budget and Accounts Officer. Member Power, being the competent authority did not 

impose any penalty upon the Resident Engineer, in spite of recommendation of the Enquiry 

Officer for recovery of Rs.3.678 million from him. The fate of the remaining loss of Rs.40.084 

million was not decided. 
 

The PAO stated that copy of FST Judgment (provided to Audit) of Mr. Hazoorbux in which FST 

directed that he may be treated as having been honorably retired on attaining the age of 

superannuation with consequential benefits. The period he remained out of service shall be 
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treated on duty. Wapda has filed appeal against judgment of 15.12.2010 passed by the Learned 

Federal Service Tribunal, Islamabad in appeal No.(L)CS/2007 in the Hon'ble Supreme Court of 

Pakistan, Islamabad. Matter is subjudice in supreme court of Pakistan. 
 

The Audit requested the PAC to direct the management of GENCO-II to justify for not appealing 

in the honourable Supreme Court of Pakistan against the decision of FST for recovery of 

Rs.3.678 million in respect of Mr. Hazoor Bux, Resident Engineer. Intimate latest status of case 

in respect of Syed Muhammad Nafees Sadiq, Senior Budget & Accounts Officer for recovery of 

Rs.2.110 million in the Supreme Court of Pakistan. Take action for the balance amount of loss 

worth Rs.40.084 million. 
 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to hold an inquiry within one month. 

17. PARA 8.4, PAGE 60-61, AR 2006-07 
LOSS OF RS.74.653 MILLION DUE TO PAYMENT OF DEMURRAGE CHARGES 

 

The Audit pointed out that in STG (Secondary Transmission Lines and Grid Stations) Project of 

NTDC, debit advices of the amount of Rs.74.653 million pertaining to demurrage charges were 

received from WAPDA’s Resident Representative Karachi (RRK). The demurrage committee in 

the meetings held during the period January, 2003 to March, 2005, decided that the suppliers and 

WAPDA were responsible for the demurrage charges of Rs.7.610 million and Rs.67.043 million 

respectively. Accordingly the amount of Rs.7.610 million was required to be recovered from 

suppliers and the responsibility for the loss of Rs.67.043 million was to be fixed. The requisite 

action was not taken. 

The PAO stated that in compliance to earlier DAC directives, the matter was referred to the same 

inquiry committee as per terms of reference of DAC directives. The committee concluded as 

under:- The draft para consist of 2 parts. 

a. Loss on part of WAPDA Rs.67.043 million (32 cases) but actual loss was Rs.68.873 

million. On Rs. 46.529 million disciplinary action against six officers had been taken, Rs. 

21.014 million no one found responsible and Rs. 1.330 million writtern off  by 

Competent Authority. 
 

b. Loss of Rs.7.610 million attributable to delay on part of suppliers. An amount of 

Rs.3.256 million pertains to STG and Rs.4.352 million relates to EHV consignments. An 

amount of Rs.2.646 million has been recovered from STG suppliers and the remaining 

amount of Rs.0.612 million and Rs.4.352 million (relating to EHV) would be recovered 

in due course of time from their dues lying with the NTDC. 

The Audit requested the PAC to direct the management of NTDC to give the latest position 

regarding recovery of Rs.7.610 million from the supplier and expedite action for demurrage 

charges of Rs.68.873 million attributed to WAPDA by the Demurrage Committee. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to fix responsibility for the lapses within 20 days. 



 
 

492 
 

18. PARA 8.6, PAGE 62, AR 2006-07 
LOSS OF RS.5.563 MILLION DUE TO THEFT OF MATERIAL 

 

The Audit pointed out that Electrical material comprising transformers, conductor and vehicles 

valuing Rs.5.563 million were stolen from various locations in NTDC during the year 2005-06 

resulting in loss to the company. In most of the theft cases neither FIRs were lodged nor enquiries 

conducted to fix responsibility for loss. It indicated that the rules to safeguard the assets of the 

company were not operative.  
 

The PAO stated that the field formations have been directed to take the preventive measures to 

avoid such financial loss in future by hammering and welding of Nuts and Bolts of the braces of 

Transmission Lines. Reduction in theft of braces has been observed after welding. The patrolling 

has been ensured after the sunset as such mishaps often happen during the night. FIRs have 

regularly been lodged by concerned XENs as and when theft of material occurred. The FIRs in 

theft cases involved in Audit observation regarding Advance Para No.13, 13a (1150) against 

unknown persons, are being persuaded by concerned XENs vigorously. Efforts are being made to 

recover stolen material through Police Depart: on personal level by XEN: concerned in 

accordance with law.Moreover, it is also intimated that theft cases involved in audit observations 

are under investigations by the concerned formations in order to regularize the actual losses. 

The Audit requested the PAC to direct the management of NTDC to get the pending actions 

completed regarding the theft cases for the balance amount of Rs.3.917 million and produce 

record to Audit for verification. Improve its watch & ward system to safeguard the assets of the 

company. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to recover the balance amount and inform weekly recovery 

progress to PAC Secretariat on regular basis. 

19. PARA 8.7, PAGE 63, AR 2006-07 
LOSS OF RS.2.163 MILLION DUE TO NON-REALIZATION OF SURETY BONDS AND 
OTHER DUES 

 

The Audit pointed out that as per clause “O” of employment agreement, if an employee 

resigns/leaves service before completion/expiry of contract period, he will defray to the company 

the sum of Rs.50,000 as liquidated damages. He will produce a Surety Bond duly executed on 

non-judicial stamped paper of the value of Rs.100. In NTDC amount of Rs.2.163 million on 

account of advances/penalties/leave salaries etc., was pending for recovery from fourteen officers. 

Most of the officers were on contract basis and the management had not obtained any surety bond 

from them at the time of offer of employment. As such the management had nothing to adjust 

against the pending amount. This resulted into loss of Rs.2.163 million. 

The PAO stated that in compliance to DAC directives dated 17/07/2012, a fact finding inquiry 

had been got conducted through an inquiry committee which finalized its report and its findings 

were under approval with MD, NTDC. 
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The Audit requested the PAC to direct the management of NTDC to comply with the directive of 

DAC dated 01.10.2012 regarding provision of Inquiry Committee’s report and expedite progress 

towards recovery of the balance amount of Rs.2.107 million. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to get the recovery verified from the Audit and pursue the 

matter in the court of law. 

20. PARA 9.4, PAGE 67-68, AR 2006-07 
NON-MUTATION/TRANSFER OF WAPDA PROPERTY VALUING RS.1,537.05 MILLION. 
 

The Audit pointed out that any person acquiring by inheritance, purchase, mortgage, gift, or 

otherwise, any right in an estate as a land-owner, or a tenant for a fixed term exceeding one year, 

shall, within three months from the date of such acquisition, report his acquisition of right to the 

Patwari of the estate, who shall enter in his register of mutations every report made to him in the 

light of section 42 of Land Revenue Act. In FESCO land for Grid Stations worth Rs.1,537.05 

million was taken over from Provincial Government as well as purchased from private owners 

during the period 1965 to 1989. Besides, two old Power Houses were taken over under WAPDA 

Act 1958. In contravention of section 42 of Land Revenue Act the land and property was not got 

mutated in the name of WAPDA/Company.     
 

The PAO stated that 4 Nos. properties at Sr. No. 7, 12, 15 and 16 out of 20 properties had been 

transferred in the name of FESCO. As for Sr. No. 5 was concerned, the matter was subjudice. The 

remaining 15 Nos. were State Land cases for which no payment had been made. 
 

The Audit requested the PAC to direct the management of FESCO to ensure mutation of all the 

cases in the name of the company at the earliest. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to take up this matter with the Chief Secretaries of Provinces 

and resolve this issue within one month. 

21. PARA-9.5, PAGE.68-69, AR 2006-07 
LOSS OF RS.45.780 MILLION DUE TO ABNORMAL ENERGY LOSSES ON THE 
DEDICATED HT FEEDERS  
The Audit pointed out that the maximum permissible limit for annual energy loss for HT Circuit 

(Rural) is 3.5% as per Table 5 Chapter 5 of Distribution Rehabilitation Guidelines (August, 

2003). The percentage of energy loss of eleven HT circuits of industries was in excess of the 

permissible limit during the year 2005-06, which entailed loss of 8.994 million units costing 

Rs.45.780 million at average rate of industrial tariff B-3 being Rs.5.09 per unit. Thus the 

Company sustained loss of Rs.45.780 million which was required to be investigated to fix 

responsibility.  

The PAO stated that in the light of DAC directives, revised office order has been issued by Chief 

Executive Officer FESCO, vide No. 4067/AR-15 (PAC) dated 19.07.2012. A meeting of the 

committee was held on 26.07.2012 attended by all members wherein the committee requested to 

provide documents in next date of meeting. 
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The Audit requested the PAC to direct the management of FESCO to make good the 

discrepancies in the reporting system and also authenticate the incidents of shifting of load of one 

feeder upon the other feeder through approval of the Competent authority. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para No. 8.6. 

22. PARA 9.6, PAGE 69-70, AR 2006-07 
LOSS OF RS.7.089 MILLION DUE TO THEFT OF MATERIAL 

 

The Audit pointed out that electrical material comprising transformers and conductor valuing 

Rs.7.812 million was stolen from various locations in Faisalabad Electric Supply Company 

(FESCO) resulting in loss to the Company. The management neither lodged FIRs nor conducted 

enquiries to fix responsibility for loss. It indicated that the rules to safeguard the assets of the 

Company were not operative.  

The PAO stated that on production of record on different occasions, Audit has issued following 

re-audit remarks. Reply and record relating to eleven (11) theft cases Kamalia (03) T.T. Singh (4) 

and Jhang (4) Divisions was produced. In ten (10) theft cases, write off sanctions were involved. 

It is once again conveyed that matter regarding powers of CEOs/BoDs of the companies is with 

Ministry of Finance (Government of Pakistan) for clarification. The fate of the write off sanction 

will be decided as soon the clarification from Finance Division (Government of Pakistan) is 

received. In one theft case of Rs.0.104 million regarding theft of 3481 meters Dog Conductor, 

evidence of receipt of stolen material from the Police authorities may also be provided as only copy of 

MRN No. 27980 dated 04.02.2011 is not sufficient evidence”. Further progress is under way. 

The Audit requested the PAC to issue directive to the FESCO management to complete the legal 

and departmental actions for the balance amount of Rs.6.644 million and get verified by Audit as 

a period of five years has since been elapsed. 

PAC DIRECTIVE (09-01-2013) 

The Committee settled the para subject to verification of record from Audit. 

23. PARA 9.7, PAGE 70, AR 2006-07 
NON-RECOVERY OF RS.6.462 MILLION FROM INDUSTRIAL CONSUMERS 

 

The Audit pointed out that in Faisalabad Electric Supply Company, load of various industrial 

connections was running beyond sanctioned limits. The field formations neither disconnected nor 

regularized the un-authorized extended load as per rule. Resultantly, the amount of Rs.6.875 million 

on account of security deposit and rehabilitation charges remained un-recovered. 
 

The PAO stated that in compliance to DAC directives dated 17/07/2012, officers/officials from 

People’s Colony Division, Civil line Division, Abdullahpur Division, Jaranwala Division and 

Chiniot Division were authorized to produce record for verification. 
 

The Audit requested the PAC to direct the FESCO management to regularize the un-authorizedly 

extended load and produce record for recovery of balance amount of Rs.5.140 million to Audit 

for verification. 
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PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to recover the balance amount within one month and after 

verification by Audit, the para will stand settled. 

24. PARA 9.8, PAGE 70-71, AR 2006-07 
NON-RECOVERY OF RS.6.298 MILLION ON ACCOUNT OF SHORTAGE OF MATERIAL 

 

The Audit pointed out that an amount of Rs.6.385 million was appearing under account head 

“140104-shortage of material” in trial balance for the month of June, 2006. This amount was 

required to be recovered from the officials held responsible for shortage of material. But the 

recovery was not affected. 

The PAO stated that an official has already been deputed to get the relevant record verified from 

Audit. Outcome of verification from Audit is awaited. 

The Audit requested the PAC to direct the FESCO management for completing legal and 

departmental actions for the balance amount of Rs.1.412 million. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to recover the balance amount within one month. The portion 

of the para where recovery is verified by the Audit is settled. 

25. PARA 10.4, PAGE 76, AR 2006-07 
LOSS OF RS.15.58 MILLION DUE TO SHORTAGE/MISAPPROPRIATION OF MATERIAL 
 

The Audit pointed out that in Construction Circle GEPCO an amount of Rs.15.58 million was 

recoverable from the officials on account of shortage/ misappropriation of material. 
 

The PAO stated that the record was produced to Audit who desired further record for verification, 

Divisional Accounts Officer Construction Division Sialkot has been deputed get the same verified 

vide letter dated 06.09.2012. 

The Audit requested the PAC to ask the GEPCO management to produce update status of 

recovery of remaining amount of Rs.12.114 million and the recovery effected may be got verified 

from Audit.  

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to pursue the recovery of remaining amount. The Committee 

further directed the PAO to resolve it personally and submit its progress within 20 days.   

26. PARA 10.5, PAGE 76-77, AR 2006-07 
LOSS OF RS.4.282 MILLION DUE TO THEFT OF ELECTRICAL MATERIAL 

 

The Audit pointed out that In GEPCO electrical material comprising transformers and conductor 

valuing Rs.4.282 million was stolen from various locations. In majority of the cases neither FIRs 

were lodged nor enquiries conducted to fix responsibility for loss. 
 

The PAO stated that S.E Cantt. Circle, Gujranwala has confirmed vide letter dated 01/08/2012 

that original record of para was burnt totally during the public protest against unscheduled load 

shedding on 18/06/2012. Audit has been requested to consider the attested copies of relevant 

record for the purpose of verification. Moreover, Divisional Accounts Officer of the quarter 

concerned has been authorized on 02/08/2012 for production of attested copies of the record to 
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Audit.Furthermore, Audit vide letter No. 182 dated 02/08/2012 has issued re-audit remarks as 

under:- “It is intimated that the official deputed vide memo under reference attended this office 

and produced record relating to write off sanctions of  04 transformers valuing Rs.200,000 

pertaining to GEPCO Cantt. Circle (Jalalpur Bhattian Division). 
 

The PAO further stated that the matter regarding the powers of Chief Executive Officers/BoD of 

companies for regularization of losses/write off powers had been taken up with Ministry of 

Finance (Govt. of Pakistan) through the Ministry of Water & Power. The decision of the Finance 

Division (Govt. of Pakistan) in this regard was still awaited. Necessary pursuance in this regards 

through the Ministry of Water & Power be made and this office be informed about further 

progress in the matter. Meanwhile departmental and legal actions for remaining amount of the 

subject para may be taken and intimated to Audit. 
 

The Audit requested the PAC to direct the management of GEPCO to   finalize legal and 

departmental action for the balance amount of Rs.0.570 million. Improve its watch and ward 

system and safe quard the assets of company. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 8.6. 

27. PARA 10.6, PAGE 77, AR 2006-07 
NON-RECOVERY OF RS.3.648 MILLION FROM THE INDUSTRIAL CONSUMERS 

 

The Audit pointed out that In GEPCO, various industrial connections were running beyond the 

sanctioned limits. The field formations neither disconnected nor regularized the illegal extension 

of load as per rules. Resultantly, amount of Rs.3.648 million on account of security deposits and 

rehabilitation charges remained un-recovered. 
 

The PAO stated that Furthermore, on production of record, Audit vide letter dated 01/08/12 

issued following re-audit remarks. It is intimated that the official deputed has attended this office 

and produced record i.e paid demand notices and bank scrolls relating to thirteen (13) consumers. 

Orders of the competent authority for regularization of illegally extended load of the respective 

consumers and accountal of amount recovered in the books on accounts were not produced. The 

same may please be provided. Moreover, the management needs to provide the following 

information/documents for verification alongwith management reply duly signed by the 

Superintending Engineer. Evidence of removal of illegally extended load disconnected from site. 

MDI data showing connection running within limit. 

The Audit requested the PAC to direct the management of GEPCO to produce record for the 

balance amount of Rs.0.157 million after completing all the formalities. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 9.7. 

28. PARA 10.7, PAGE 78, AR 2006-07 
MISAPPROPRIATION OF PC POLES VALUING RS.1.055 MILLION 

 

The Audit pointed out that in GEPCO, the matter regarding irregular and unjustified drawal of 
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 P.C. poles worth Rs.1.055 million was investigated by an enquiry committee. The 

recommendations of the committee approved by Chief Executive Officer. The payment to the 

contractor by Project Director Construction regarding dismantling/shifting of 136 Nos. H.T. Poles was 

quite unjustified and recoverable from contractor M/s Yousaf & Sons Corporation Gujranwala. 

Disciplinary action might be taken against the Line Superintendents, Sub Divisional Officers, 

Deputy Managers and Divisional Accountant for giving; Bogus Store Requisitions of 205 poles, 

Signing bogus MRNs, Signing the MRNs when the poles were not handed over to store and Poor 

verification of Electrical Measurement Books and contractor bills. The payment made by Project 

Director Construction GEPCO, to contractor M/s Yousaf & Sons for dismantling/shifting of 205 

Nos, H.T. P.C. Poles be recovered from him in addition to legal action/black listing him. 
 

The PAO stated that the contractor had been black listed and actions were being taken against the 

officials held responsible. Total amount Rs. 254,241 was recovered form officials involved and 

balance of Rs. 801,648 were remaining.  
 

The Audit requested the PAC to direct the GEPCO management to effect recovery from the 

officials held responsible and also pursue and intimate the latest status of the court case. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 9.7. 

29. PARA 11.4, PAGE 82-83, AR 2006-07 
LOSS OF RS.790.470 MILLION DUE TO ILLEGAL USE OF ELECTRICITY 

 

The Audit pointed out that In Hyderabad Electric Supply Company, 160,287 Nos. Kunda 

connections were running. The incentive policy was introduced vide Authority’s letter dated May 

02, 2005 to regularize the illegal connections. According to policy, these connections were to be 

regularized by recovery of Rs.200 per month on account of capital cost. Only 14% connections 

could be regularized upto June, 2006 and remaining 86% illegal consumers continued the misuse 

of energy. Due to misuse of energy through Kunda connections the Company suffered losses of 

34.2% against target of 31.59% during the year 2005-06. The excess loss by misuse of energy 

was to the extent of 175.660 million units costing Rs.790.470 million. 
 

The PAO stated that to eliminate kunda connections, a pilot project for replacing traditional 

conductor with the ARIAL BUNDLE CABLE (ABC) was being executed. In the first phase, the 

work of installation Arial Bundle Cable was completed in the Memon Society which falls under 

the jurisdiction of operation division Gari Khata, Hyderabad.  
 

The Audit requested the PAC to direct the HESCO management to make all out efforts for 

elimination of Kunda connections. To regularize the available Kunda connections to minimize the 

illegal use of electricity. 
 

PAC DIRECTIVE (09-01-2013) 

i)   The Committee directed the PAO to serve show cause notice to C.E. HESCO.  

ii) The Committee clusbbed the para No. 11.4, 11.7 and 15.4 and directed to make all out efforts for 

elimination of illegal kunda connections. 
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iii)  The Committee also constituted a Sub-Committee, consisting of two members Mr. Noor Alam 

Khan, MNA and Mr. Noor-ul-Haq Qadri, MNA to look into all paras relating to PESCO.HESCO. 
 

30. PARA 11.5, PAGE 83-84, AR 2006-07 
MISAPPROPRIATION OF MATERIAL WORTH RS.302.521 MILLION 

 

The Audit pointed out that HESCO registered FIR No.12/2002 dated 12.10.2002 with FIA Crime 

Circle Hyderabad regarding misappropriation of material worth Rs.302.521 million by some of its 

employees. Further proceedings of FIA were not made available. However, an enquiry committee 

was constituted vide office memorandum dated 22.04.2006 (after nearly four years) to probe into 

the misappropriation of material. The Committee was required to submit its report within fifteen 

days. Despite lapse of a period of 14 months the enquiry report was not provided. 
 

The PAO stated that the cases of 16 Line Superintendents are under the trial of NAB Court as per 

P.D Const: HESCO Hyd letter No. 25-26 dated 05/03/2012 and the action will be taken on the 

decision of the NAB Court as and when received. 
 

The Audit requested the PAC to issue directive to the HESCO management to finalize the 

departmental action against the officials involved in mis-appropriation of material, pursue the 

NAB case and ensure measures to curb such instances. 

PAC DIRECTIVE (09-01-20113) 

The para was clubbed with para # 10.4. 

31. PARA 11.6, PAGE 84-85, AR 2006-07 
NON-RECOVERY OF DETECTION CHARGES AMOUNTING TO RS.151.929 MILLION 

 

The Audit pointed out that In Operation Division Dadu (HESCO) detection bills of Rs.158.676 

million on account of theft of 48.828 million units were issued to consumers during the year 

2005-06. No evidence was produced either to indicate the receipt of amount or action taken to 

disconnect such consumers due to non-payment. During the year 2005-06 distribution losses of 

the Division were 40.7%. This limit of losses was achieved by debiting 48.828 million units to 

the consumers through detection bills. Had these units not been debited to units sold, the actual 

losses would have been 47.22%. This indicated that the detection bills might have been issued 

merely to camouflage the actual line losses. Non-recovery of these detection charges from the 

consumers had also increased the arrears of the Division to the extent of Rs.1,001.439 million as 

on June 30, 2006. 
 

The PAO stated that as per directives of DAC, Mr. Nazir Ahmed Soomro, SE Operation Circle 

Dadu & Malik Aftab Mehmood, DCM Operation Circle Sukkur, had been deputed to collect the 

required record from WAPDA Computer Centre, Hyderabad, as well as from related offices to re-

construct the record for submission of comprehensive reply to Audit. 
 

The Audit requested the PAC to direct the management of HESCO to expedite compliance to the 

DAC’s recommendations dated 01.10.2012 regarding provision of FIR lodged with police. 

PAC DIRECTIVE (09-01-2013) 

The para was clubbed with para # 11.4. 
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32. PARA 11.7, PAGE 85, AR 2006-07 
LOSS OF RS.124.800 MILLION DUE TO NON-REGULARIZATION OF ILLEGAL 
KUNDA CONNECTIONS (SECURITY DEPOSIT AND CAPITAL COST) 

 

The Audit pointed out that Lump-sum charges of Rs.3,000 are to be recovered from the 

consumers for new general connections under Tariff A-I as per Authority’s order issued vide 

No.2512-25/GMO/CEHQ/Discos dated 20.03.2003 besides security deposit of Rs.200. In Circle-

II, HESCO, 39000 illegal connections were running as on June 30, 2006 as per Chief Executive 

Officer, HESCO letter dated July 18, 2006. These connections were not regularized resulting in 

non-recovery of Rs.124.800 million on account of security deposits and capital cost. 
 

The PAO stated that to eliminate kunda connections, a pilot project for replacing traditional 

conductor with the ARIAL BUNDLE CABLE (ABC) is being executed. In the first phase the 

work of installation Arial Bundle Cable is completed in the Memon Society which falls under the 

jurisidiction of Operation Division Gari Khata, Hyderabad. 
 

The Audit requested the PAC to issue directive to the HESCO management to provide requisite 

information/documents regarding regularization of illegal connections alongwith documentary 

evidence in support of the claim of benefits so achieved through ABC pilot project. 

PAC DIRECTIVE (09-01-2013) 

The para was clubbed with para # 11.4. 
 

33. PARA 11.8, PAGE 85-86, AR 2006-07 
MISAPPROPRIATION OF MATERIAL COSTING RS.77.72 MILLION 
 

The Audit pointed out that the Planning and Engineering Directorate HESCO inspected 314 

construction works of LT/HT lines costing Rs.77.72 million and referred back due to substandard 

work. The inspection reports mentioned that works were not completed and material was 

misappropriated.  
 

The PAO stated that in compliance to DAC directives the relevant record had been produced to 

Branch Audit Officer, Rainee Canal Project Guddu during his visit to HESCO & SEPCO H/Qs 

from 30.07.2012 to 04.08.2012. The results of verification are awaited. 

The Audit requested the PAC to direct the HESCO management for production of record relating 

to remaining six (6) works to Audit for verification. 

PAC DIRECTIVE (09-01-2013) 

The para was clubbed with para # 10.4. 

34. PARA 11.9, PAGE 86, AR 2006-07 
LOSS OF RS.36.994 MILLION DUE TO THEFT OF MATERIAL 

 

The Audit pointed out that In HESCO, electrical material comprising transformers, conductors, 

poles and other accessories worth Rs.36.994 million was stolen from various locations resulting 

into loss to the Company. In some cases FIRs were lodged but no departmental enquiries were 

carried out to fix responsibility for the loss. It indicated that the rules to safeguard the assets of 

the Company were not operative.  
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The PAO stated that from HESCO The Director General Audit, Wapda Lahore deputed Mr. 

Mumtaz Hussain Shahzada, Branch Audit Officer, Rainee Canal Project/RBOD-I & III Project 

Wapda Guddu vide letter No. 399 dated 26.07.2012 for verification of the record in support of 

reply furnished. The Branch Audit Officer visited HESCO H/Q from 30.07.2012 to 31.07.2012 & 

from 03.08.2012 to 05.08.2012 and verified the record. The results of verification are awaited. 

He further stated that from SEPCO AP No. 555(2006) on A/C of Manager Opr: Circle Larkana 

regarding theft of store material worth Rs. 7.222 (M). AP No. 568(2006) on A/C of Manager Opr: 

Circle Sukkur regarding theft of store material worth Rs. 3.818 (M). Advance Para No. 589(2006) 

on A/C of Manager GSO Circle Sukkur regarding theft of store material worth Rs. 5.525 (M). 

The enquiry finalized and recommended that loss sustained by the authority be got written off 

from the competent authority. The write-off case has been prepared and submitted to Board of 

Directors of SEPCO for approval. After receiving the approval, the comprehensive reply be 

submitted to Audit accordingly.  

The Audit requested the PAC to direct the management of HESCO to finalize legal and 

departmental actions for the balance amount of Rs.34.096 million and to improve its watch & 

ward system to safeguard the assets of the company. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 8.6. 

35. PARA 11.11, PAGE 87-88, AR 2006-07 
NON-RECOVERY OF RS.7.215 MILLION DUE TO NON-REGULARIZATION OF 
EXTENDED LOAD 

 

The Audit pointed out that Fifty seven consumers in HESCO had extended their existing load 

beyond the sanctioned load as forthcoming from billing data, M&T and Surveillance Reports. In 

some cases the illegal extensions required higher capacity transformers. It could not be 

ascertained from where the consumers managed these transformers. The matter needed to be 

investigated to highlight such source of supply besides, recovering amount of Rs.7.215 million on 

account of cost of transformers and security deposit. 

The PAO stated that an amount of Rs.118,140/- has been recovered from 19 consumers. 

Moreover one consumer mentioned at Serial No.40 amounting to Rs.380,750/- is duplicate of 

Serial No. 34 of the list. Divisional Accounts Officer of Operation Division HESCO, T.M. Khan 

was detailed on 09.03.2009 to get the relevant record verified from Audit. Results of verification 

are awaited. The position in respect of Operation Division HESCO, Kotri are,  29 Nos Demand 

Notices of security deposit were issued to the prospective consumers. An amount of Rs.211,240/- 

has been recovered. The consumer account mentioned at Serial No.2 of list is not tallied with 

MDI branch of RO Kotri. The consumption data of consumers at Serial No.21 and 26 for eleven 

months (detail provided to Audit) depicts that the illegal extension of load was removed. 

Therefore, consumers may be exempted from charges. The consumer at Serial No.24 of list has 

got approved extension of load from 338 KW to 450 KW vide office letter No.SHE-II/16888 
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dated 17.08.2006. The consumer account number shown at Serial No.57 of list is duplicate of 

Serial No.33 of the list, hence may be deleted. 

The Audit requested the PAC to direct the management of HESCO for completing the pending 

actions regarding the balance amount of Rs.6.234 million as a period of more than six (6) years 

had since been elapsed. 

PAC DIRECTIVE (09-01-2013) 

The para was clubbed with para # 9.7. 

36. PARA 11.12, PAGE 88-89, AR 2006-07 
LOSS OF RS.4.580 MILLION DUE TO LESS INSTALLATION OF MATERIAL 

 

The Audit pointed out that In Hyderabad Electric Supply Company, a work order for construction 

of 11 KV Feeder was awarded to a contractor in January, 2003. The material was drawn for 

handing over to the contractor. As per draft show cause notice against Deputy Manager 

Construction, the material worth Rs.4.580 million was not installed at sites and found missing. 

Thus the company sustained loss of Rs.4.580 million. 
 

The PAO stated that the case bearing No. 17/2009 is under Trial in the Honourable Court of 

Senior Civil Judge Sehwan against contractor M/s. Sanaullah & Company. Office of CEO, 

SEPCO has intimated that PD Construction HESCO Hyderabad has been requested to recover the 

amount of Rs.30,37,944/- from above company which is now working as M/s. Mohid 

Construction Co. under HESCO. Further progress is awaited. 
 

The Audit requested the PAC to direct the HESCO management to produce record for recovery 

of Rs.3.038 million and expedite recovery for the balance amount of Rs.1.542 million. 

PAC DIRECTIVE (09-01-2013) 

The para was clubbed with para # 10.4. 

37. PARA 11.13, PAGE 89, AR 2006-07 
INFRUCTUOUS EXPENDITURE OF RS. 1.475 MILLION DUE TO NON 
FUNCTIONING OF WORKSHOP 

 

The Audit pointed out that in HESCO, workshop for fabrication of steel structures was 

established in December, 2003 with expenditure of Rs.1.475 million under supervision of XEN 

Construction Division. As per Project Director (Construction) letter dated March 18, 2006 the 

skilled labour was not available with Construction Division to operate the machinery of workshop 

which was lying idle since January, 2004. He had requested the management to hand over the 

workshop to Civil Division which was already supervising the pole plants. There was no return 

on expenditure incurred on the establishment of workshop as such the expenditure was 

considered infructuous.      
 

The PAO stated that the Director General Audit WAPDA, Lahore deputed Inspecting Officer 

Govt. Audit IP-HESCO, Hyderabad vide letter dated 27.07.2012 for verification of the record in 

support of reply furnished. 
 



 
 

502 
 

The Audit requested the PAC to direct the management of HESCO  to justify the infructuous 

expenditure of Rs.1.475 million on account of non-functioning of the workshop. 
 

PAC DIRECTIVE (09-01-2013) 
 

The Committee settled the para subject to verification from the Audit. 

38. PARA 11.14, PAGE 90, AR 2006-07 
LOSS OF RS.1.070 MILLION ON ACCOUNT OF MISSING MATERIAL 

 

The Audit pointed out that in HESCO ten transformers valuing Rs.1.070 million were reported 

missing in November, 2005 from the sub-stations of 11 KV feeder Thatta. Thus the Company 

sustained loss to the above noted extent.   
 

The PAO stated that The Director General Audit WAPDA, Lahore deputed Mr. Javed Mirza, 

Inspecting Officer Govt. Audit IP-HESCO, Hyderabad vide letter No.PAC/DP/114-115 dated 

27.07.2012 for verification of the record in support of reply furnished. The Inspecting Officer 

Govt. Audit IP-HESCO, Hyderabad visited HESCO Headquarter to collect the record on 

27.07.2012 to 31.07.2012 and verification was under way. 
 

The Audit requested the PAC to direct the management of HESCO to complete the pending 

actions for the balance amount of Rs.0.620 million. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with Para No. 10.4. 

39. PARA 12.5, PAGE 95-96, AR 2006-07 
LOSS OF RS.10.952 MILLION DUE TO THEFT OF MATERIAL 

 

The Audit pointed out that in IESCO, electrical material comprising transformers, conductors, 

poles and other accessories worth Rs.10.952 million was stolen from various locations. In some 

cases FIRs were not lodged and in others no departmental enquiries were conducted to fix responsibility 

for the loss. It indicated that the rules to safeguard the assets of the Company were not operative. 

The PAO stated that An amount of Rs. 130000/- has been written off of 02 No 50 KVA T/F vide 

office letter No. 28143-45 dated 28/06/2012, the write off sanction has been scrutinized by 

Manager (IA) IESCO and found in order. The Deputy Manager Operation Tariqabad Division 

IESCO Rawalpindi has intimated that being an independent T/F installed at Water Supply 

Scheme Chakri Village Mara. However, FIR was not lodged and necessary demand notice issued 

to Nazim/User committee for payment of stolen material. The Nazim/User committee verbally 

stated that at present funds are not available with Union Concil/User Committee and power 

supply not restored, being independent T/F no loss sustained by IESCO. Hence it is requested to 

delete an amount of Rs. 50,000/- from the para. An official has also been deputed to produce the 

record to Audit for verification vide SAL letter dated 30/07/2012. On Production of record Audit 

vide letter dated 23.08.2012 has issued re-audit remarks. Recovery of an amount of Rs.0.079 

million has been verified. Status of amount written off will be decided as soon as a clarification 

from the Ministry of Finance (GOP) on the powers of CEOs/BODs is received. 
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The Audit requested the PAC to direct the management of IESCO to finalize legal and 

departmental actions for the balance amount of Rs.4.561 million and improve  its watch & ward 

system to safeguard the assets of the company. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 8.6. 

40. PARA 12.7, PAGE 97, AR 2006-07 
NON-REMOVAL OF EQUIPMENT WORTH RS.6.686 MILLION ON EXECUTION OF 
EQUIPMENT REMOVAL ORDERS (EROS) 

 

The Audit pointed out that in IESCO, Equipment Removal Orders (EROs) in respect of various 

industrial consumers were issued due to non-payment of energy bills. On implementation of 

Equipment Removal Orders, electrical equipment i.e. transformers and allied material worth 

Rs.9.422 million was left at sites and only meters were removed. Thus the defaulting consumers 

were provided with a chance of unauthorized use of energy causing loss to the Company. 
 

The PAO stated that on verification of record audit vide letter dated 23.08.2012 had issued 

following re-audit remarks. It was intimated that date of the court case had no yet been fixed. The 

case be pursued and progress in the matter be conveyed to this office. Formation has been 

requested to expedite the reply to re-audit remarks.  
 

The Audit requested the PAC to direct the management of IESCO to pursue the court case for the 

balance amount of Rs.0.600 million and intimate progress thereof. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to pursue the court cases for recovery of balance amount and 

inform the PAC Secretariat. 

41. PARA 12.8, PAGE 97-98, AR 2006-017 
WASTEFUL EXPENDITURE OF RS.3.671 MILLION ON CONSTRUCTION OF 11 KV 
FEEDERS 

 

The Audit pointed out that the construction of two 11 KV Pari and Laniwala feeders was sanctioned 

vide work orders No.95-40015-00 and No.95-40003-01 with cost of Rs.7.347 million. The works 

were abandoned after incurrence of an expenditure of Rs.3.671 million which had gone waste. 
 

The PAO stated that on production/verification of record, Audit vide letter dated 23.08.2012 has 

issued re-audit remarks. Formation has been requested to expedite the reply to re-audit remarks. 
 

The Audit requested the PAC to ask the management of IESCO to justify in-ordinate delay in 

completion of the Pari Feeder and intimate departmental action against Mr. Taseer Khan Ex-LS-II 

and the status of court case. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to pursue the court cases for recovery of balance amount and 

inform the PAC Secretariat. 

42. PARA 13.4, PAGE 104, AR 2006-07 
LOSS OF RS.10.482 MILLION DUE TO THEFT OF MATERIAL 

 

The Audit pointed out that In LESCO, electrical material comprising transformers, conductors,  
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poles and other accessories worth Rs.10.482 million was stolen from various locations. In most of 

the cases neither FIRs were lodged nor any departmental enquiries conducted to fix responsibility 

for the loss. It indicated that the rules to safeguard the assets of the Company were not operative.  
 

The PAO stated that the actual amount of loss came to Rs.9,738,231 (9.738 Million) instead of 

Rs.10.482 Million. The Advance Para-wise position had been provided to Audit. \ 
 

The Audit requested the PAC to direct the management of LESCO to get the pending actions 

completed regarding the theft cases for the balance amount of Rs.8.406 million and produce 

record to Audit for verification and improve its watch & ward system to safeguard the assets of 

the company. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 8.6. 

43. PARA 13.5, PAGE 105, AR 2006-07 
LOSS OF RS.4.952 MILLION DUE TO SHORTAGE OF COPPER IN DAMAGED 
TRANSFORMERS. 

 

The Audit pointed out that in Regional Store of LESCO, the copper of LT/HT winding worth 

Rs.4.952 million was found short on joint inspection of damaged transformers. This shortage was a 

loss to the Company. 

The PAO stated that as per findings of the inquiry, the actual amount of loss comes to  

Rs. 2,181,223.13 (2.181 Million) instead of Rs.4,952,100 (Rs.4.952 Million). the case for write 

off sanction will be placed before BOD in its forthcoming meeting. Loss calculated by Audit 

19420 KG Copper @ Rs.255 per Kg was Rs.4,952,100/-. 

The Audit requested the PAC to direct the management of LESCO to provide a copy of the 

Inquiry Report, intimate the action taken thereupon and intimate reasons for writing off the loss 

instead of making recovery. 

PAC DIRECTIVE (09-01-2013) 

The para was clubbed with para # 10.4. 

44. PARA 13.6, PAGE 105, AR 2006-07 
MISAPPROPRIATION OF ELECTRIC MATERIAL WORTH RS.3.099 MILLION 

 

The Audit pointed out that in LESCO, material worth Rs.3.099 million was drawn from store 

through various store requisitions. Relevant record showing their consumption was not produced 

to Audit.  
 

The PAO stated that copy of Inquiry Committee report, site verification report alongwith the 

approval of Chief Executive Officer LESCO had been sent to Ministry of Water & Power vide 

letter dated 24.08.2012 for onward submission to Audit. 

The Audit requested the PAC to direct the LESCO management to strengthen its internal controls 

to avert mis-appropriation of electric material and take action for accountal/recovery of the 

balance material worth Rs.0.064 million. 

PAC DIRECTIVE (09-01-2013) 
 

The para was clubbed with para # 10.4. 
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45. PARA 14.4, PAGE 109-110, AR 2006-07 
NON-RECOVERY OF RS.24.405 MILLION DUE TO NON-REGULARIZATION OF 
EXTENDED LOAD 

 

The Audit pointed out that in MEPCO, 161 consumers had extended their existing load beyond 

the sanctioned load as forthcoming from billing data, M&T and Surveillance Reports. In some 

cases the illegal extensions were in the limit which required higher capacity transformers. It could 

not be ascertained as to where from the consumers managed these higher capacity transformers. 

The matter needed to be investigated to highlight such source of supply besides recovering 

amount of Rs.24.405 million on account of cost of transformers, security deposit and 

rehabilitation charges. 
 

The PAO stated that relevant record was produced to Audit by Operation Division D.G. Khan II, 

by Operation Division Muzaffargarh, by Operation Division D.G. Khan I and by Operation 

Division Chishtian.  
 

The Audit requested the PAC to direct the management of MEPCO to finalize the remaining 

pending actions and produce record for the balance amount of Rs.24.230 million. 

PAC DIRECTIVE (09-01-2013) 
 

The Committee directed the PAO to serve show cause notice on Chief Executive Officer of 

MEPCO. However, the para was clubbed with Para No. 9.7. 

46. PARA 14.5, PAGE 110-111, AR 2006-07 
LOSS OF RS.10.519 MILLION DUE TO APPLICATION OF WRONG TARIFF TO 
RESIDENTIAL COLONIES OF THE INDUSTRIAL CONSUMERS 
 

The Audit pointed out that as per schedule of electricity tariff issued vide SRO 894(I) 2001 dated 

December 28, 2001 (updated in September, 2002) tariff “H” is applicable for residential colonies 

attached with industries. In MEPCO the energy supplied to residential colonies attached with five 

industrial units was charged under industrial tariff instead of relevant tariff “H”. The wrong 

application of tariff resulted in short billing of Rs.10.519 million which was loss to the Company.  

The PAO stated that the relevant record had been produced to Audit and results of verification 

were awaited therefrom. 

The Audit requested the PAC to direct the management of MEPCO to take action for the 

remaining amount of Rs.2.465 million and also pursue the court case. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to serve show cause notice on Chief Executive Officer of 

MEPCO and pursue the court cases vigorously.  

47.PARA 14.6, PAGE 111, AR 2006-07 
LOSS OF RS.7.205 MILLION DUE TO IRREGULARITIES IN MEPCO STORE 

 

The Audit pointed out that As per enquiry report prepared in the light of Chief Executive Officer’s 

letter No. 9084/CE/DA/Cont-1323/Enq dated November 04, 2004, material worth Rs.7.205 million 

was found drawn in excess of the estimates by the field staff of Construction Circle MEPCO. The 

competent authority imposed recovery of Rs.3.233 million for excess drawl/misappropriation of 
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material. No record was produced in support of recovery. Further no decision was made regarding 

remaining loss of Rs.3.972 million. 
 

The PAO stated that the NAB had given an interim decision on 07-10-2011 on the application of 

Ch. Muhammad Saddiq XEN and Mr. Muhammad Arshad Tahir SSS. The NAB had acquitted 

both the persons and fixed the amount on Muhammad Shahid LS-II (Sr. No. 5 above) as 

Rs.4,583,943/-. Further action would be taken after receiving decision of NAB Punjab. 

The Audit requested the PAC to direct the MEPCO management to provide requisite documents 

in support of action taken regarding the irregularities pointed out in the para. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to discuss inquiry report in DAC and implement the 

recommendation. 

48. PARA 14.7, PAGE 111-112, AR 2006-07 
LOSS OF RS.5.508 MILLION DUE TO ABNORMAL ENERGY LOSSES ON THE 
DEDICATED HT FEEDERS 

 

The Audit pointed out that in MEPCO, the percentage of energy losses of 11 K.V industrial 

feeders was in excess of the permissible limit of 3.5% during the year 2005-06 which entailed 

excessive loss of 1.224 million units costing Rs.6.230 million at average rate of industrial tariff 

B-3 Rs.5.09 per unit. The Company sustained loss of Rs.6.230 million which was required to be 

investigated to fix responsibility. 
 

The PAO stated that the energy losses on dedicated feeders for selected months where higher 

monthly losses found which was not the correct method to ascertain the actual annual loss of 

feeders. In some cases the whole year energy losses with its comparison for the period 2004, 

2005, 2006.2007 and also its comparison with previous corresponding year, the losses remained 

under prescribed limits. The permissible limit increase or decrease ratio in units receipt and sold 

was due to mismatching of grid reading and billing schedule program. Actually there was no 

energy loss on that feeders and the loss was not more than 3.5% which was within permissible 

limit (except in four cases for which reasons have been elaborated to Audit). Division & Feeder 

wise details have been provided to Audit. The matter relating to abnormal energy losses on 

dedicated HT/LT feeder was also under investigation in FESCO and two officers of that 

committee are also included in the committee constituted by DAC on 17.07.2012 for MEPCO for 

the similar work. 

The Audit requested the PAC to direct the management of MEPCO to ensure convening of the 

meeting of the committee constituted by DAC. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 14.6. 

49. PARA 15.4, PAGE 116-117, AR 2006-07 
RECURRING LOSS OF RS.234.25 MILLION DUE TO THEFT OF ELECTRICITY 

 

The Audit pointed out that authority has devised a procedure for billing/regularization under code 

888 for unregistered consumers using direct hooks. An amount of Rs.234.25 million was billed to 
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un-registered consumers during 2005-06 but neither recovery was affected nor connections 

regularized, resulting in recurring loss to PESCO. 

The PAO stated that all the Sub Division/Divisions are hard/non-compliant area, all the area is 

adjacent to FATA, where the environmental condition is the FATA area, people in these areas 

obtained direct hooks, extend HT/LT and energize their own connections. All the consumers from 

whom material recovered become defaulter and obtain direct connections. Law enforcement 

agencies have no control in these areas, neither police register FIR against the culprits in these 

areas. The matter discussed several time with Governor Khyber Pakhtunkhwo Chief Minister and 

Chief Secretary by PESCO management, and Provincial Government have promised to extend 

full cooperation with PESCO but at present due to insurgency and terrorism in the whole area, the 

administration is unable to spare time for it. The Provincial Government has already been 

requested for establishment of 3 police stations and providing 3 platoon of police force in 

Peshawar Bannu and charasadda district in initial stage and for the said purpose the approval of 

expenditure of 26 million as asked by Provincial Government have already been approved by 

PESCO BOD. It is hoped that with extension of cooperation by Provincial Government and 

establishment of separate police station for PESCO the situation will be improved in near future. 

The Audit requested the PAC to decide the issue in the light of explanation made by the 

management during DAC meeting dated 01.10.2012. The management of PESCO may also be 

directed to take measures to minimize the chances of illegal use of energy through illegal direct 

hooking. 

PAC DIRECTIVE (09-01-2013) 

The Committee clubbed the para with para # 11.4. 

50. PARA 15.5, PAGE 117, AR 2006-07 
NON-RECOVERY OF RS.4.514 MILLION FROM WAPDA EMPLOYEES 

 

The Audit pointed out that in the office of Project Director Construction PESCO, implementation of 

the recommendations of an enquiry committee constituted in December 2005 regarding 

misappropriation of material against Line Superintendents and contractor was pending since long. The 

committee recommended imposition of recoveries as noted below which were not effected. This 

resulted in loss of Rs.4.514 million. 
 

Sr. No. Name of Person Amount Recoverable 
Rs. in million 

1. Mr. Bakhat Jamal, 
LS-I 

3.503 

2. Mr. Tawab, LS-I 0.896 

3. Mr. Ramzan, LS-I 0.081 

4. Nora Associated 
Contractor 

0.034 

Total 4.514 
 

The PAO stated that Mr. Bakhat Jamal from whom an amount of Rs.3.503 million was not 

recovered had died in 2009. It was also informed that official was retired since 1995. An amount 

of Rs.0.300 million was recovered from Mr. Tawab LS-I against recoverable amount of Rs.0.896 
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million. On production of record Audit vide letter dated 07/07/2012 had verified an amount of Rs. 

0.267 million recovered from Mr. Tawab Khan LS-I. 

The Audit requested the PAC to issue directive regarding recovery of the balance amount of 

Rs.4.217 million. 

PAC DIRECTIVE (09-01-2013) 

The Committee directed the PAO to pursue the recovery. 

51. PARA 16.4, PAGE 121-122, AR 21006-07 
NON-MUTATION/TRANSFER OF WAPDA PROPERTY VALUING RS.660.296 MILLION 

 

The Audit pointed out that Any person acquiring by inheritance, purchase, mortgage, gift, or 

otherwise, any right in an estate as a land-owner, or a tenant for a fixed term exceeding one year, 

shall, within three months from the date of such acquisition, report his acquisition of right to the 

Patwari of the estate, who shall enter in his register of mutations every report made to him in the 

light of section 42 of Land Revenue Act.  
 

The PAO stated that record relating to mutation/transfer of 35 properties out of 49 cases had been 

provided to Audit. Audit desired that the evidence of accountal of these cases in Assets account 

of the company be provided to Audit. 
 

The Audit requested the PAC to direct the management of QESCO to account for 35 mutated 

cases in the assets accounts of the company and pursue the matter of mutation of 14 cases. 

PAC DIRECTIVE (09-01-2013) 
 

The Committee clubbed the para with para # 15.5. 
 

52. PARA 16.5, PAGE 122-123, AR 2006-07 
ANNUAL FINANCIAL LOSS OF RS.660 MILLION DUE TO USE OF ENERGY BY 
ILLEGAL TUBEWELL CONNECTIONS 

 

The Audit pointed out that as per billing procedure for unregistered consumers issued by WAPDA 

vide letter dated 3rd January, 1999, such consumers will be charged under code 888 through 

detection bills. As per progress report for June, 2006 in respect of QESCO, one thousand five 

hundred and eighty (1580) illegal tubewell connections were running. Due to these connections 

30-40 Mega Watt energy was stolen daily involving annual financial loss of Rs.660 million to the 

Company. The management did not implement the procedure devised for illegal/unregistered 

consumers. As such the management had no billing data in respect of these consumers to claim 

the amount from Provincial/Federal Government in the light of directives dated 16th March, 2002 

issued by Government of Pakistan.  
 

The PAO stated that out of 1580 tubewell connections, 497 were uprooted/removed, 955 were 

regularized and action was still to be taken for regularization of 128 balance connections. 
 

The Audit requested the PAC to direct the management of QESCO to provide the criteria for 

recovery against 955 connection, provide evidence of accountal of material in store accounts and 

take action for regularization of the balance 128 illegal connections. 
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PAC DIRECTIVE (09-01-2013) 
 

The Committee directed the PAO to pursue the case. 

53. PARA 16.6, PAGE 123, AR 2006-07 
LOSS OF RS.4.602 MILLION DUE TO THEFT OF MATERIAL 

 

The Audit pointed out that electrical material comprising structures and conductor etc worth 

Rs.4.602 million was stolen in QESCO during 2005-06. FIRs in these cases were lodged. Results 

of Police investigations were not intimated. The departmental enquires were also not conducted to 

fix responsibility for the loss. 
 

The Audit requested the PAC to direct the management of QESCO to produce record for the 

balance amount of Rs.1.376 million for verification and improve its watch and ward system to 

safeguard its assets. 
 

PAC DIRECTIVE (09-01-2013) 
 

The Committee clubbed the para with para # 8.6. 

AUDIT REPORT WAPDA ON THE ACCOUNTS OF MINISTRY OF 
WATER & POWER FOR THE YEAR 2006-07 

{Prepared by Director General Audit WAPDA, Lahore} 
 

54. PARA 16.7, PAGE 124, AR 2006-07 
LOSS OF RS.1.495 MILLION DUE TO NON-BILLING OF FIXED CHARGES TO 
CONSUMERS UNDER TARIFF C-1 (BULK SUPPLY)  

 

The Audit pointed out that as per instructions issued by WAPDA on 17th July, 1995, fixed 

charges at 90% of sanctioned/connected load are to be billed to the consumers under tariff C-1, 

where the M.D.I meters were not installed. In QESCO M.D.I meters were not installed at 

premises of twelve consumers under tariff C-1. In contravention of the instructions, the fixed 

charges of Rs.2.884 million were not billed to the consumers during 2005-06 resulting in loss to 

the Company. 

The PAO stated that an amount of Rs.1.389 million had been recovered. 

The Audit requested to direct the management of QESCO to expedite recovery of the balance 

amount of Rs.0.846 million. 

PAC DIRECTIVE (24-01-2013) 
The Committee directed the PAO to recover the remaining recovery and settled part of the para 

where partial recovery has been made.  

55.  PARA 18.1, PAGE 130, AR 2006-07 
LOSS OF RS.299.970 MILLION DUE TO NON-INDEMNIFICATION OF INSURANCE CLAIMS 
 

The Audit pointed out that the companies of Power Wing lodged insurance claims of Rs.343.444 

million with Director Insurance WAPDA. An amount of Rs.43.473 million was indemnified 

which was less than the claimed amount by Rs.299.970 million.  
 

The PAO stated that there were number of reasons for less indemnification of insurance claims 

such as; whenever an incident occurs, the insurance claim was forwarded to Director Insurance 

within fifteen days from the date of occurrence. Usually the cost of equipments was not available 

with the offices operating and maintaining the equipment, therefore keeping in view the 
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replacement value, the full cost of the equipment was claimed. Many times part of the equipment 

was damaged, whereas the cost of full equipment was claimed. Similarly by the efforts of grid 

maintenance crews, equipment were repaired at very low cost, therefore the difference in claim 

and indemnification amount was created. Director Insurance indemnifies the claim considering 

the date of installation and damage, keeping in view the insurance policy/rules. In some cases 

equipment had spent its useful life and was running on bonus, keeping in view the rate of 

depreciation i.e. 3.5% per annum, the indemnify amount becomes “NIL”. 
 

The Audit requested to direct the management to take actual value of the equipment at the time of 

damage while lodging insurance claims. 

PAC DIRECTIVE (24-01-2013) 

The Committee settled the para.  

56. PARA 19.2, PAGE 133, AR 2006-07 
NON-REMITTANCE OF INTEREST OF RS.219.125 MILLION TO GOVERNMENT 

 

 

The Audit pointed out that The Prime Minister’s Secretariat (Public) vide reference No. 1(1)/Misc. 

(Pb-1)/PAW/2007 dated 09.03.2007 requested the Auditor-General of Pakistan to ensure through an 

appropriate audit that funds in the interim period were properly kept and accounted for and that if they 

earn any return that amount accrues to the Government of Pakistan as per the rules. Distribution 

Companies (DISCOs) received funds of Rs.18,468.014 million for village electrification during 

the period 2000-01 to 2005-06. The funds were kept in banks. Five DISCOs i.e. HESCO, 

MEPCO, QESCO, IESCO and PESCO earned an interest of Rs.219.125 million on these funds. 

The amount of interest was, however, not remitted to the Government. 

The PAO stated that Audit issued further comments on 23/07/2012 that concerned quarters may 

please be directed under intimation to this office for making compliance by providing the 

requisite information as was called for vide office memo dated 05/07/12 to proceed further. 

Concerned formations had been asked to do the needful. 

The Audit requested to ask the management of respective DISCOs (HESCO, MEPCO, QESCO, 

IESCO & PESCO) to produce the following information. Schemes launched since 2000-01 to 

2005-06 against which funds were received. Scheme wise detail of cost of material required, cost 

of material already available, cost of material procured, material issued and interest earned on 

balances with banks. 

PAC DIRECTIVE (24-01-2013) 

The Committee granted two weeks and pended the para.  
 

57. PARA 19.3, PAGE 133-134, AR 2006-07 
NON-CAPITALIZATION OF WORK VALUING RS.14,831 MILLION 

 

The Audit pointed out that as per paras 4.1.3 to 4.1.6 of Distribution Rehabilitation Guidelines 

September, 2003, total time for approval of work, execution and preparation of completion report 

will be restricted to one hundred thirty days. As per trial balance for June, 2006 (final) an amount 

of Rs.14,831 million was appearing against work-in-progress in respect of DISCOs. It was revealed 
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from the record of one DISCO i.e. HESCO that amount of Rs.1,847 million under “Work-in-

Progress” related to the period 1990-91 onward. The physical existence of this material could not be 

ascertained as the management had no reports of physical inspection of material installed at site and 

lying with field staff/contractors. Non-completion and non-commissioning of village electrification 

schemes, HT/LT proposals and rehabilitation work resulted in blockage of funds and the chances of 

misappropriation of material could not be ruled out.  
 

The PAO stated that Audit issued further comments on 23/07/2012 that management of HESCO 

may be asked to got verified the record relating thereto of Para No. 19.3 from our BAO, EHV-II, 

Hyderabad, as the same has already been assigned to him. Status of the remaining DISCOs 

involved in the subject para may also be intimated as was also called for earlier to proceed 

further. Concerned formations had been asked vide this office memo dated 31/7/2012 to do the 

needful.  

The Audit requested to direct the management of HESCO, MEPCO & PESCO to got verified record of the 

completed/capitalized works and also expedite requisite actions for remaining works. 

PAC DIRECTIVE (24-01-2013) 
The Committee deferred the para back to the DAC.  

58.  i) PARA 3.5, PAGE 30-31, AR 2006-07 
UNJUSTIFIED PAYMENT OF RS.454.204 MILLION ON ACCOUNT OF 
DEPENDABLE CAPACITY DISPUTE 

ii) PARA 3.9, PAGE 34, AR 2006-07 
LOSS OF RS.139.573 MILLION ON ACCOUNT OF LATE RESOLUTION OF 
DISPUTES 

iii) PARA 4.4, PAGE 38-39, AR 2006-07 
LOSS OF RS.14.112 MILLION DUE TO REJECTED MATERIAL 

iv) PARA 4.5, PAGE 39-40, AR 2006-07 
LOSS OF RS.3.765 MILLION DUE TO PURCHASE OF FURNACE OIL AT 
HIGHER RATE AGAINST SHORT SUPPLY BY THE CONTRACTOR 

v) PARA 6.4, PAGE 50-51, AR 2006-07 
LOSS OF RS.4.406 MILLION DUE TO PURCHASE OF FURNACE OIL AT 
HIGHER RATES 

vi) PARA 7.4, PAGE 55-56, AR 2006-07 
LOSS OF RS.146.139 MILLION DUE TO EXCESSIVE AUXILIARY 
CONSUMPTION 

vii) PARA 8.5, PAGE 61-62, AR 2006-07 
BLOCKAGE OF AUTHORITY’S FUNDS AMOUNTING TO RS.35.588 
MILLION 

viii) PARA 11.10, PAGE 87, AR 2006-07 
LOSS DUE TO DETENTION OF TRANSFORMERS WORTH RS.34.795 
MILLION BY THE MANUFACTURER 

ix) PARA 12.4, PAGE 94-95, AR 2006-07 
NON-RECOVERY OF RS.22.148 MILLION DUE TO NON-
REGULARIZATION OF EXTENDED LOAD 

x) PARA 12.6, PAGE 96, AR 2006-07 
INCREASE IN LINE LOSSES DESPITE EXPENDITURE OF RS.11.753 
MILLION ON REHABILITATION OF 11 KV FEEDERS 

xi) PARA 12.9, PAGE 98-99, AR 2006-07 
NON PRODUCTION OF RECORD INVOLVING CONSUMPTION OF 
MATERIAL WORTH RS.3.944 MILLION 

xii) PARA 17.4, PAGE 129, AR 2006-07 
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ILLEGAL CONVERSION OF 33 KV INTO 11 KV LINE AND NON-RECEIPT 
OF STANDARDIZATION CHARGES WORTH RS.6.025 MILLION 

xiii) PARA 18.2, PAGE 130-131, AR 2006-07 
LOSS OF RS.174.38 MILLION DUE TO NON-SUBSTITUTION OF SINGLE 
AND THREE PHASE DEFECTIVE METERS 

xiv) PARA 19.1, PAGE 132-133, AR 2006-07 
VIOLATION OF GOVERNMENT POLICY FOR DEPOSITING FUNDS OF 
RS.18,468.014 MILLION 

 
The Audit recommended the above 14 paras for settlement.  

 
PAC DIRECTIVE (09-01-2013) 

 
The Committee settled the above fourteen paras. 

 
 
 

The proceedings of the Committee ended with a vote of thanks to the Chair. 

    

**** 
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NATIONAL ASSEMBLY SECRETARIAT 
      

 
ACTIONAQBLE POINTS OF THE MEETING OF PUBLIC ACCOUNTS COMMITTEE 
(PAC) ON NESPAK (M/O WATER AND POWER)  HELD ON 24th JANUARY, 2013. 

 
A meeting of Public Accounts Committee (PAC) on M/o Water & Power (NESPAK) was held on 

24th January, 2013 at 10:00 am in Committee Room No. 2, Parliament House, Islamabad  

2. The meeting of PAC was presided over by the Chairman, PAC. Mrs. Yasmeen Rehman, 

Sardar Ayaz Sadiq, Mr. Zahid Hamid, Engineer Khurram Dastgiir Khan, Khawaja Mohammad 

Asif, Ch. Saeed Iqbal, Mr. Saeed Ahmed Zafar, Dr. Attiya Inayatullah, and Mr. Noor Alam Khan  

MNAs, Special Secretary, M/o Water and Power, Additional Secretary, Establishment Division, 

representatives of NAB and FIA also attended the meeting.  

3.  The brief discussion and Actionable Points/recommendations arose out from the meeting 

of PAC are enumerated below:-  
 

4. RECOMMENDATIONS 

1. Promotions from Grade -11 to 12 

1. The responsibility for irregular promotions by Managing Director without keeping in 

view the Criteria, Recommendation of Divisional Head and BoM may be fixed; 

2. The responsibility for irregular promotions without keeping in view the prescribed 

criteria, on the recommendations of BoM / Divisional Head may be fixed; 

3. Irregular promotions may be reverted and increase in financial benefits may be 

recovered there from; 

4. The cases of employees fulfilling the criteria but ignored for promotion may be 

reconsidered keeping in view the laid down procedure; 

5. The entire exercise of Grade 11 to 12 should be done in the presence of a 

representative of the Ministry of Water & Power, Audit and NAB. 

6. In future all rules to be strictly followed. 

2. Hiring of Experts/Advisors in NESPAK 
 

The management may be advised to fix responsibility in NESPAK for non-production of 

record and provide the completed information/record to analyze the compliance of 

relevant rules/regulations including age, experience, qualification and salaries being 

drawn by these Experts/Advisors. The information about non-professionals is also 

required to be analyzed. 
 

It is to be looked into that do rules allow of hiring of experts if so what is the criteria. In 

case no advertisement was floated their hiring should be declared illegal as it violates the 

constitution of Pakistan which calls for to provide equal opportunity to all citizen. 
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3. Promotion to the rank of the Vice Presidents (V.Ps) 
 

1) The promotions of Vice Presidents from 2009 to 2012 was finalized on pick and 

choose basis without keeping in view the prescribed criteria approved by the BOD 

hence the promotions not meeting the criteria may be considered irregular; 

2) All promotions to the Vice President not approved by the Board of Directors, and 

done only on the recommendations of the Selection Committee are to be declared, 

Null & void and may be considered irregular. 

3) All promotions of V.Ps where positions fall below top 25 on the seniority lists may 

be declared as null & void and their cases for promotion as V.Ps be taken to BOD 

afresh keeping in view the approved BOD criteria in presence of Chairperson i.e. 

Secretary Water & Power. 

4) All facilities, perks & privileges of V.Ps to be withdrawn forthwith and recovery of 

the additional facilities due to irregular promotions may be recovered there from once 

the BOD with the Secretary in Chair has decided as per rules.  

5) Promotion of Mr. Tahir Shamshad as V.P with back date i.e. from 2008 may be 

declared null & void since he was on deputation to CDA. He was promoted from 

2008 in the meeting held in 2010 (back dated) which is gross violation of the rules. 

Secretary Water & Power/Chairperson to take final decision as per rules.  

6) The posts of Vice Presidents were increased from 15 to 30 on the basis of division-

wise count heads without carrying out detailed financial impact analysis, as the cost 

of one Vice Presidents per month was Rs. 593,830, Rs. 672,030 and Rs. 799,400 

during 2009, 2010 and 2011 respectively, hence it is recommended that a 

management study may be got carried out through third party analysis for devising 

formula for rationalizing the no of post in each cadre. The Chairman i.e. Secretary 

Water & Power to decide the issue as per rules.  

7) The promotions of four G.Ms as V.Ps (133rd BOD meeting dated 26-01-2012) were 

finalized by the Selection Committee not approved by the Establishment Division, 

are recommended to be declared null & void; and all perks, facilities & privileges of 

V.Ps withdrawn. 

8) All the cases of promotions of VPs in contradiction of the prescribed criteria devised 

in 2001 may be re-scrutinized and only eligible and deserving cases may be 

recommended for promotion under the Convenorship of Secretary, Water & 

Power/Chairperson NESPAK BOD. 

9) A transparent promotion policy may devised and implemented in letter and sprit to 

any discrimination and un-justice in the period of the present M.D and in future a 

clear cut policy should be followed. 

10) All officers involved in wrong selection of candidates for V.Ps promotion to be 

issued show cause to explain the positions. 
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4. Direct Inductions in Grade-12 
 

1) Since all these inductions directly in Grade-12 by BOD are without retrospective 

effect recovery for the periods not approved should be made in letter & spirit in 

respect of salary, perks & privileges got by them. 

2) Their seniority level to be fixed a fresh i.e. their seniority should not be above these, 

who remained in NESPAK service. They should be placed at the bottom of Seniority 

of Grade-12 at the time of their approved induction by BOD. 

3) In case anyone has been promoted as V.P/G.M out of 6 inductees in Grade-12 by 

considering the seniority as if they remained in NESPAK service to be declared Null 

& void & recoveries to be made, since they were appointed without advertisement as 

pointed out by the Audit.  

5. Eligibility of Mr. Asad I. A. Khan as M.D NESPAK  

The present M.D NESPAK being an Architect (Allied Professional) is not qualified to be 

appointed as Managing Director of NESPAK being a Consulting Engineering Company 

and Registered with Pakistan Engineering Council and according to byelaws of which 

Sections 3 Para (4) (copy attached) only Professional Engineer has to be the head of the 

Company like NESPAK. Ex-chairpersons of Pakistan Engineering Council also wrote 

letter to Prime Minister in 2009, showing her concern over the appointment of Asad I.A. 

Khan as M.D. NESPAK. 
 

Furthermore, in the light of legal opinion received form M/s Hamid Law Associate, the 

point that an Architect cannot be the Chief Executive of an Engineering Consultancy 

Company has been strengthened (copy of legal opinion attached as Annexure – F). In the 

light of the legal opinion present M.D NESPAK be removed immediately and all 

facilities perks to be recovered from him. 
 

Drastic steps are to be taken so as to save NESPAK from destruction since as per report 

submitted to Sub-Committee of PAC by the Auditor and the Committee of Senior Vice 

Presidents of NESPAK the rules and regulations have been ignored during the tenure of 

Mr. Asad I. A.Khan as M.D NESPAK and NESPAK seems to be running on the whims 

of one man on self created rules of business.  
 

The above facts have been proved by the documentary evidences and if so desire can be 

shown the complete documents and reports submitted by the Committee, highlighting 

gross irregularities that has taken place in NESPAK under Mr. Asad I. A. Khan as 

Managing Director. The Government may consider taking appropriate action in this 

regard and Mr. Asad I. A. Khan be issued a show cause notice for creating hurdles in the 

working of PAC on 30-11-2012 and for his addressing the press against working of Sub-

Committee of PAC and trying to disrupt the working of Sub-Committee by bringing 
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along with him a Group of NESPAK officials not invited to attend the Meeting on 30-11-

2012 and for not providing record to the Audit.  
 

Show Cause to 4 V.Ps for not appearing/refusing to appear before the Committee may be 

issued and they should not be given any important postings in future and should be held 

accountable for non-cooperation with Audit, PAC & Ministry of Water & Power. 
 

The Audit Officer also submitted a report which was required to be submitted by 07-12-

2012 independently which is attached as Annexure – C. All information in this Report is 

based on the findings of reports of the Audit.  
 

The case of Seniority of Mr. Amjad A. khan was also assigned to a team of officials from 

F.I.A and Establishment Division to look into the issued to tampering of Reports of Qazi 

Iftikhar Ahmed alongwith other data as provided by Mr. Amjad Khan Forged/over 

written ACRs to be dealt with. 
 

The issue of the forged signatures of Ex-Secretary, Ministry of Water & Power on the 

Minutes of the Selection Committee for the promotions of V.Ps dated 28-09-2012 

(Annexure-K) were also to be investigated.  
 

Special Secretary was reminded again & again and lastly vide letter No. F-13(2)/2012-

PAC-IMP/NESPAK dated 10.01.2013 to submit report regarding tempering of reports of 

Qazi Ifitikhar Ahmed and issue of forged signature of Ex-Secretary, Water & Power but 

so far not response has been received which was required to be submitted by 18.12.2012 

(copy of letter attached as Annexure – M) it seems that the Ministry is not fulfilling its 

obligations towards PAC and protecting wrong doers. 
 

Completed Audit Report on financial and performance Audit is still awaited and is being 

delayed due to non-cooperation of the M.D and his team disciplinary action in this regard 

is recommended. 
 

Also a writ petition has been filed by Mr. Amjad A. Khan Vice President -  NESPAK 

before Honourable Lahore High Court and Notice in this regard has also been issued to 

the Convenor of Sub-Committee of PAC, as one of the respondent in this case. Next date 

of hearing has been fixed for 25-01-2013. 

 

5. Mr. Shahid Hamid, Ex-Governor/ Senior Advocate, Supreme Court of Pakistan has given his 

legal opinion. His report has arrived that appointment of M.D., NESPAK was illegal and a 

qualified engineer can be an Engineer Firm therefore, M.D. NESPAK should be removed from 

his post. The Committee expressed displeasure over the illegal appointment of M.D. NESPAK 

The Committee directed the PAO to remove the M.D.NESPAK who has been working illegally in 
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NESPAK for the last three and half years and recoveries should be made from his appointment 

and performance.  

6. The Committee further directed the PAO to provide the data/information to Audit through 

NESPAK and report be submitted to PAC within one month.  

7. The PAC also directed the Ministry of Water and Power/PAO to ensure the full cooperation of 

the NESPAK towards Audit for completion of the especial performance and financial audit of 

previous three years (under present M.D). 

8. Tempering of ACR and minutes while Secretary Water and Power was not present and his 

signature were obtained illegally. The Ministry of Water and Power, Establishment Division, FIA 

and Audit were to submit a report, inspite of three reminders, they have not carried out this 

exercise. 

9. Show Cause Notice was issued to M.D by Secretary Water and Power and as replied by especial 

Secretary Water and Power, he has not submitted the reply and the Ministry of Water and Power 

has not taken ay action so far against M.D NESPAK. They need to explain in writing to the PAC 

within seven days from the issue of these minutes. 

10. The PAC directed the PAO/Especial Secretary Ministry of Water and Power to implement the 

directive of the PAC within thirty days with intimation to the Secretary, failing to do so, the PAO 

will be held accountable for not implementing the PAC directive. 

 

     11. The meeting ended with a vote of thanks from the chair.  

 

******* 



RECOVERY STATEMENT FOR FEDERAL PAC 
FROM JULY, 2012 TO DECEMBER, 2012 

S.# FAOs July August September October November December Total 
1. DGA (DS) Rawalpindi 60.10 16.19 66.99 21.05 38.74 107.45 310.53 

2 DGA (DS) Karachi 0.05 0.51 0.98 0.38 5.00 19.44 26.36 

3 DG (F & I) Islamabad. 0.68 0.29 1.31 0.39 0.78 6.02 9.47 

4 DGA (Federal Govt.), 

Ibd. 

26.59 616.07 19.17 17.25 31.78 1.46 712.32 

5 Director Zakat Audit, 

Ibd. 

7.97 0.26 6.30 2.60 1.24 0.25 18.62 

6 DGA (CA & E) Lahore 0.37 0.09 44.37 10.75 9.77 21.33 86.68 

7 DGA (CA & E) Karachi 13.91 - - - - - 13.9 

8 DGA (PT & T), Lahore. 5.28 - - - - - 5.28 

9 DGA (Railways), 

Lahore. 

9.77 7.98 7.99 71.78 3.13 7.56 108.21 

10 DGA (WAPDA), 

Lahore. 

9.02 860.46 131.81 33.45 51.61 7.20 1093.54 

11 DGA (land Revenue), 

Lahore 

25.78 18.80 272.72 1602.83 30.36 55.53 2006.03 

12 DGA ( Inland Revenue), 

Karachi. 

9.65 10.52 523.40 330.02 2832.18 3.09 3708.86 

13 DGA Customs & 

Petroleum, Lhr. 

10.93 19.90 6.65 0.16 63.37 7637.61 7738.6 

14 DGA Works, (Federal), 

Ibd. 

57.23 1.99 309.26 209.76 70.71 81.91 730.86 

15 DGA ERRA, Islamabad. 0.04 - 0.47 - 0.71 - 1.22 
 Total: 237.39 1,553.06 1,391.40 2,300,41 3,139,37 7,948.85 16,570.49 
 



NUMBER OF COURT CASES OF MINISTRIES/DIVISIONS/DEPARTMENTS 
REGARDING PENDING COURT CASES 

S.No Ministry/Division Number of 
Court Cases 

1 Cabinet Division 2479 

2 Ministry of Petroleum and Natural Resources 1417 

3 Ministry of Communications (NHA) NH&MP 07 

4 Ministry of States and Frontier Regions 223 

5 Ministry of Water and Power 119 

6 Ministry of Defence 256 

7 Ministry of Textile Industry Nil 

8 Ministry of Railways 44 

9 Ministry of Commerce 210 

10 Ministry of Human Rights 01 

11 Finance Division 162 

12 Statistics Division Nil 

13 PM Secretariat 10 

14 Ministry of National Food Security & Research 04 

15 Ministry of National Heritage & Integration  18 

16 Ministry of Foreign Affairs 15 

17 Ministry of Production 1067 

18 Ministry of Information Technology 117 

19 Ministry of Overseas Pakistanis 123 

20 Ministry of Human Resource & Development 332 

21 Ministry of Climate Change 148 

22 Ministry of Education and Training 34 

23 Ministry of National Harmony 1240 



 



LIST OF ABBREVIATIONS 
 
ADB Asian Development Bank
AEDB Alternate Energy Development Board 
AEN Assistant Engineer North  
AGP Accountant General Pakistan  
AGPR Accountant General Pakistan Revenue 
AIOU Allama Iqbal Open University 
AJKC Azad Jammu & Kashmir Council 
AMC Ayub Medical College  
APC/API Agricultural Prices Commission/Agriculture Policy Institute 
APO Abandoned Properties Organization 
AR (DT) Audit Report (Direct Taxes) 
AR (IT) Audit Report (Indirect Taxes) 
ARDE Armament Research & Development Establishment
ARF&I Audit Report (Foreign & International) 
ARFG Audit Report Federal Government  
ARPSE Audit Report Public Sector Enterprises 
ASF Airport Security Force 

BISP Benazir Income Support Program 
BOD Board of Directors 

BOG Board of Governor 
BOI Board of Investment  

CAA Civil Aviation Authority  

CA&E Commercial Audit & Evaluation  

CAAB Civil Aviation Authority Board  
CADD Capital Administration & Development Division 
CBFC Central Board of Film Censors  
CCAR Chief Commissioner of Afghan Refugees 
CCP Competition Commission of Pakistan 
CD Custom Duty  
CDA Capital Development Authority  
CDNS Central Directorate of National Saving 
CEA/FFC Chief Engineering Advisor  
CEC Central Excise Licence 
CED Central Excise Duty  
CGA Controller General of Accounts 
CHC Cargo Handling Contractor  
CIIT Comsats Institute of Information Technology 
CIM Central Inspectorate of Mines 
CS Commodities & Services  
CTP Capital Territory Police 
CTTI Construction Technology Training Institute 
CWA Community Welfare Attaches  
DA Daily Allowance 
DA&M Department of Archeology and Museum 
DAC Departmental Accounts Committee 
DAG(CA&E) Deputy Auditor General CA&E) 
DAO Divisional Accounts Officer 
DCO District Coordination Officer  
DCS Department of Communications Security  
DCT Deputy Controller of Tourism  
DDO Drawing and Disbursing Officer 
DEN Deputy Engineer North  
DEPO Defence Export Promotion Organization 
DFA Deputy Financial Advisor 

DG Director General 
DG (FA) Director General (Federal Audit) 



DG PT&T Director General  
DG(PT&T) Director General (Pakistan Telegraph & Telecom) 
DGA (DS) Director General Audit (Defence Services) 
DGA(PT&T) Director General Audit (Pakistan Telegraph & Telecom) 
DGAN Director General Anti-Narcotics 
DGAW(F) Director General Audit Works (Federal)  
DGCD Director General of Civil Defence  
DGDP Director General Defence Purchase 
DGI&P Director General Immigration & Passport 
DGSP/A Directorate General Special Project/Administration 
DGTO Directorate General of Trade Organization 
DMC Directorate of Malaria Control 
DMT Directorate of Manpower Training  
DPD Defence Production Division 
DPP Defence Production Division 
DPP Department of Plant Protection 
DSF Department of Stationery and Forms 
DTO Divisional Transportation Officer  
DWE Directorate Workers Education 
DWS Dock Workers Safety  
EAD Economic Affairs Division  
ECB Engineer-in-Chief Branch  

ECC Economic Coordination Committee 
ECNEC Executive Committee of the National Economic Council  
ECP Election Commission of Pakistan  
EDB Engineering Development Board 
EGD Electronic Government Directorate  
EO Estate Office 
EOBI Employee Old-Age Benefits Institution  
EPM Express Posts Mail 
EPW External Publicity Wing
ERRA Earthquake Reconstruction & Rehabilitation Authority 
ERC Emergency Release Cell 
ETV Education Television  
FA Financial Advisor  
FAB Frequency Allocation Bureau 
FATA Federal Administrative & Tribal Areas 
FBISE Federal Board of Intermediate & Secondary Education
FBR Federal Board of Revenue 
FBS Federal Bureau of Statistics 
FD(A) Finance Division (Military) 
FDU Federal Dera Unit 
FFC Fauji Fertilizer Company 
FGAR Federal Government Audit Report
FGEHF Federal Government Employees Housing Foundation 
FGEI Federal Government Educational Institution 
FGSH Federal Government Services Hospital 
FIA Federal Investigation Agency  
FIB Federal Investment Bonds
FIR First Information Report 
FIR First Investigation Report 
FLC Federal Land Commission 
FMI Farm Machinery Institute  
FPSC Federal Public Service Commission 
FSA Foreign Services Academy  
FSC Federal Shariat Court 
FSC&RD Federal Seed Certification & Registration Department  
FST Federal Service Tribunal  



FTIP Foreign Trade Institute of Pakistan  
FWMC Federal Water Management Cell 
GFRs General Financial Rules  
GM (IA) General Manager (Internal Audit) 

GOP Government of Pakistan  
GPO General Post Office  
GSP Geological Survey of Pakistan 
GTA General Term Agreement  
GWC Ground Water Control  
HDIP Hydrocarbon Development Institute of Pakistan 
HEC Higher Education Commission 
HIT Heavy Industry Taxila  
HITB Heavy Industries Taxila Board 
HMC Heavy Mechanical Complex 
HRFT Heavy Rebuild Factory Taxila  
IB Intelligence Bureau 
IBCC Inter Board Committee of Chairman 
ICT Islamabad Capital Territory  
IDBP Industrial Development Bank of Pakistan  
IDBP Investment Development Bank of Pakistan  
IDC Internal Departmental Committee  

IIU International Islamic University 
IRSA Indus River System Authority  
ISA Information Services Academy 
ISB Information Services Abroad  
ISS Institute of Strategic Studies 
ITNE Implementation Tribunal for Newspaper Employees 
JDV Joint Director Vigilance 
KANA Kashmir Affairs & Northern Areas  
KEL Kohinoor Energy Limited 

KS&EW Karachi Shipyard & Engineering Works Limited 
L&JCP Law & Justice Commission of Pakistan
LHCBA Lahore High Court Bar Association  
LV Lok Virsa 
MAG Military Accountant General  
MES Military Services Engineering  
MES Military Engineering Services 
MNA Member of National Assembly
MINFA Ministry of Food & Agriculture  
MOD Ministry of Defence  

MOQs Married Officer Quarters 
MP Military Person 
MSW Management Services Wing
NAB National Accountability Bureau 
NAB National Accountability Bureau 
NAC National Accreditation Council 
NAG National Art Gallery  
NAP National Archives of Pakistan 
NARC National Agriculture Research Centre 
NBF National Book Foundation
NBP National Bank of Pakistan 
NCC National Crafts Council  
NCC National Construction Company  
NCCW National Council for Conservation of Wildlife 
NCH National Council for Homoeopathy 
NCHD National Commission for Human Development 
NCL National Construction Limited 
NCMC National Crisis Management Cell 



NCST National Commission for Science & Technology  
NCSW National Council for Social Welfare  
NDMA National Disaster Management Authority  
NECC National Energy Conservation Centre  
NEF National Educational Foundation 
NESPL National Engineering Services Pakistan Pvt. Limited 
NFC National Fertilizer Corporation 
NFDCL National Film Development Corporation Limited 
NFML National Fertilizer & Marketing Limited  
NH&MP National Highway & Motorway Police 
NHA National Highway Authority 
NICGR National Commission for Government Reforms 
NIE National Institute of Electronic 
NIFTH National Institute of Folk Traditional & Heritage  
NIH National Institute of Health  
NIH National Institute of Health 
NIRC National Industrial of Relation Commission 
NISTE National Institute of Science & Technical Education 
NLA National Language Authority  
NLC National Logistic Cell 
NOC No objection Certificate  
NOC No Objection Certificate  
NP&SL National Physical & Standard Laboratories 
NPA National Police Academy 
NPB National Police Bureau 
NPO National Productivity Organization 
NPSL National Physical Standard Laboratories  
NPT National Press Trust  
NSC National Saving Centre  
NTB National Training Bureau  
NTBCP National T.B. Control Program 
NTC National Tariff Commission
NTP National Talent Pool 
NTRC National Transport Research Centre 
NUML National University of Modern Language  
NUST National University of Science & Technology 
OEC Overseas Employment Corporation 
OGRA Oil & Gas Regulatory Authority
OM Office Memorandum 
OPF Overseas Pakistanis Foundation  
OPF Overseas Pakistani Foundation 
PAC Public Accounts Committee 
PAC Public Accounts Committee
PACB Pakistan Aeronautical Complex Board
PAF Pakistan Air Force  
PAF Pakistan Armed Forces  
PAF Pakistan Air Force 
PAGC Pakistan Afghan Girga Commission 
PAK.PWD Pakistan Public Works Department  

PAL Pakistan Academy of Letters
PAO Principal Accounting Officer 
PAR Performance Audit Report  
PAR Pakistan Allocation Rules, 1973  
PARC Pakistan Agriculture Research Council  
PASB Pakistan Armed Services Board  
PASSCO Pakistan Agriculture Storage & Services Corporation Limited 

PBC Pakistan Broadcasting Corporation 
PCB Pakistan Computer Bureau 



PCO Population Census Organization  
PCP Printing Corporation of Pakistan  
PCRET Pakistan Council of Research Energy Technologies  
PCRWR Pakistan Council of Research in Water Resources  
PCSIR Pakistan Council of Scientific & Industrial Research  
PCST Pakistan Council for Science & Technology 
PDD Planning & Development Division  
PEC Pakistan Engineering Council 
PEMRA Pakistan Electronic Media Regulatory Authority  
PEPA Pakistan Environmental Protection Agency  
PEPCO Peshawar Electric Power Supply Company  
PEPRA  Pakistan Electric Power Regularity Authority  
PER Performance Evaluation Report 
PGMC Postmaster General Metropolitan Circle   
PHA Pakistan Housing Authority 
PHC Primary Health Care 
PIAC Pakistan International Airlines Corporation  
PIC Policy & Implementation Cell 
PID Press Information Department  
PIDE Pakistan Institute of Development Economics 
PIFW Polytechnic Institute for Women  
PIMS Pakistan Institute of Medical Sciences 
PITHM Pakistan Institute of Tourism & Hotel Management  
PIW Polytechnic Institute for Women 
PLIB Postal Life Insurance Business 
PMD Pakistan Meteorological Department 
PMDC Pakistan Medical Dental Council  
PMDC Pakistan Mineral Development Corporation  
PMI Pakistan Manpower Institute 
PMIC Prime Minister’s Inspection Commission 
PMNH Pakistan Museum of Natural History
PMRC Pakistan Medical Research Centre 
PN Pakistan Navy 
PNAC Pakistan National Accreditation Council 
PNCA Pakistan National Council of the Arts  
PNCA Pakistan National Council of the Arts 
PO Pakistan Post 

PODB Pakistan Oilseed Development Board
POF Pakistan Ordinance Factory  
POF Post Office Foundation  
POF Pakistan Ordnance Factories  
POFB Pakistan Ordnance Factories Board 
POL Pakistan Oilfields Limited
PP&MI Pakistan Planning & Management Institute
PPARC Pakistan Public Administration Research Centre 
PPIB Private Power & Infrastructure Board  
PPO Pakistan Post Office 
PPRA Public Procurement Regulatory Authority  
PQA Port Qasim Authority 
PR Pakistan Railways 
PRA&CSL Pakistan Railway Advisory & Consultancy Services Limited 
PS Pakistan Steel 
PSEB Pakistan Software Export Board 
PSF Pakistan Science Foundation 
PSTIC Pakistan Scientific and Technological Information Centre 
PTA Pakistan Telecommunication Authority  
PTCL Pakistan Telecommunication Corporation Limited  

PTDC Pakistan Tourism Development Corporation  



PTVC Pakistan Television Corporation 
PVMC Pakistan Veterinary Medical Council 
QAU Quaid-e-Azam University 
QPP Quaid-e-Azam Paper Project 
RCO  Regional Census Organization  
RCP Railway Construction Pakistan Limited (Railcop) 
RRECHS Rawalpindi Railways Employees Co-operative Housing Society 

S&TRD Scientific & Technological Research Division 
SAPICC Saudi Pak Industrial & Agricultural Investment Co. (Pvt) Ltd.  
SAR Special Audit Report 
SARHDP Special Audit Report on Hairdin Drainage Project 
SBP State Bank of Pakistan  
SCC Scarp Construction Circle  

SCO Special Communication Organization 
SCR Staff Car Rules  
SCR Staff Car Rules  
SEC State Engineering Corporation 
SECD Strategic Export Control Division 
SECP Securities & Exchange Commission of Pakistan 
SIU Survey of Industrial Units  
SOP  Survey of Pakistan 
SPB Pakistan Sports Board  
SR&BC Shalimar Recording & Broadcasting Company 
STI Secretariat Training Institute 
STRD Scientific Technological Research Division  
SWO Staff Welfare Organization 
SWWB Sindh Workers Welfare Board  
SZPMI Shaikh Zaid Postgraduate Medical Institute 
TA Traveling Allowance 
TA/DA Traveling Allowance/Daily Allowance  
TCED Transactions of Central Excise Duty 
TDAP Trading Corporation of Pakistan
TDCP Tourism Development Corporation of Punjab 
TISB Tourist Information Service Booth  
TSG Technical Supplementary Grant  
TWP Tameer Watan Program 
UNESCO  United Nation Educational, Scientific & Cultural Organization

UNICEF United Nation International Children’s Emergency Fund
USC Utility Store Corporation 
VTTC Vocational and Technical Training Course 
WAPDA Water & Power Development Authority  
WCB Wah Cantonment Board 
WIL Wah Industries Limited
WNAL Wah Novel Acetates Limited
WWB Workers Welfare Board 
WWF Workers Welfare Fund 
ZSD Zoological Survey Department 
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