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sdm&vammmmmns: |
 MINISTRY OF PRODUCTION -

1 Plannmg Division should undcrtake a stndv of Pubhc Sector
* Enterprises to evaluate their role and ccmmbunon to the Economy. -
(Para: 25). - . . Y R ‘

2. The ‘cost of socio-economic benefits for each pm}ect bemg
estabhshed on other than economic considerations should be com:
putedso that a workable standard of efficiency and pmductmty could
be determined. (Para 2.6). '

3. All investments whxch were made thhoat ecunomic consxdem-
tions in a- certain socxo-pnlmcai set.. up, shgnld be mvmmd.
(Para. .2..9)

2. FEDERAL CI-IEMICALS AND CERAMICSL CORPORATION ‘7
_ LIMITBD

1. The performanoe of the fo]lowmg units was not satlsfac-
tory - :
LUE Anti-Blotxcs (Private), anted.
GD Tttchad Pesticides. .
(iii)* Kurram Chemical- Cempamy lemed
(ivi - D.D.T. Factory Nowshera.
M Pak: Dyes-and Chenticals,
- .4vi) Sipd Alkalies Limited, . -
(vi) Swat Ceramics B‘mnted.
(viil) PakistantPVC Limited. S - :
Ministry ofProd\mﬁon shouidmre awerhngpaper an their

" future prospects.

3. NATIONAL FERT]LIZBR CORPORATION OF PAKISTAN _

1. Financial restrmtun_ng of Fak-Chma chhzel lented be
carried out by writing -down tbeassuts which were - rccetved from
Chinese Government ﬁe&m writing ofithic loss. (Para-4.14),
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2. Problems of gas supply to Pak China Fertlhzers Limited
should be solved on priority basis. (Para 4.14).

4. PAKISTAN AUTOMOBILE CORPORATION LIMITED

1. A long term plan for Automoblle Industry in Pakistan should
be developed so that the growth of automobile :ndustry is not erratic.
(Para 5.16). :

2. The working ‘results of the Baluchlstan ‘Wheels Lm1ted were
not satisfactory and efforts should be made to 1mprove them.
(Para 5.20). : : :

3. Dlsmvestme'nt of Dom&snc Appliances Limited’ shon]d be
- expedited. (Para 5.27).

7 4, Multlplxcmrin the brands of * tractors being nnported or
assembled, needs to be limited.  (Para 5.58).

- 5. Allocation of loans {or purchase of tractors should be enhanc-
ed. (Para 5.58).

6. Number of dealers and service and’ repair facilities of tractors
should be suitably mcreased to promote mechanized farmmg
(Para 5.58).

5. PAKISTAN INDUSTRIAL DEVELOPMENT
‘ CORPORATION

1 Dlsmvestment of the followmg concerns should be expedit-

(@ Pak-Tran Textile Mills Limited.

(i) Tarbella Cotton and Spinning Mills; Haripur.

(i) Al-Libas Internal Limited. o

(iv) Mehr;m Floéﬁing Industries'Limited
. (" Shahdad Kot Textile Mills Limited.

* (vi) Larkana Sugar Mills lelted

{vid) Cot_tpn Ginning Factory, Piranwala.
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2. Financial restructuring of Tarbella Cotton and Spinning Mills
sihould be carried out by excluding the cost of plant and machinery
received from Chma as a gift. (Para 6.18).

3. Government should provide adequate sub51dy to Harani
Woollen Mills Limited. Electricity and telephone facilities should
also be provide at the Mill's premises. A Committee of éxperts
should also examine the possibilities of making the Mill more viable.
(Para 6.26). : :

6 PAKISTAN STEE.L MILLS CORPORATION

1. Financial results of followmg units were not satisfactory and
needed to be mproved —

{i) Heavy Foundry and Forge Engmeenng Lmnted
(i) Karachi Pipe.Mills Limited. S
(i) Pakistan Machine Tool Factory Limited.

(iv) Pioneer Steel Mills lelted
(v) Spe.ial Steels of Paklsta.n, lelted

2. Pakistan Standards Imstitute should take effective steps to
enforce standards of steel in the country (Para 9.36). ;

3. Financial restructuring of Pakistan watchgear Limited should
be considered. (Para 9.36).

7. STATE PETROLEUM REFINING AND PETRO-CHEMICAL
| CORPORATION LIMITED

Adequate protection to carbon black industry in the country
should be provided. (Para 10.5). '

2. An early decision to. reactivate or abandon the secondary oil
refining facilities project should be taken. (Para 10.7.
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d TE,XTILE MACHRJERY CORPORATION OF. PAKISTAN
LIMITED

The Corporatxon should be restructured to imaké it ﬁnancmﬂy
visble. (Para 11.3). : .

-

s

9. MINISTRY OF HEALTH, SPECIAL EDUCATION AND
SOCIAL WELFARE

Bolan Medical College Project should be completedaa&ealy as
- possible so that the mvestment aIready made in the project could be
rescued. (Para 1216) L .

10, MINISTRY OF FOOD AND' AGRICULTURE :

A comprehensuve study on Livestock productmn in the country,
its growth-and: patential should be carried out to détermine guxdehnes
for the future. (Para 14.4). ,
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1. INTRODUETION .

k1. The resuifs of the examination of the accounts of the follow-
ing Divisions for the years 1981-82 to 1984-85 and the report of the
Audltor General thereon, are dxscussed in sucoecdmg pages :—

: iii

(i)
L

(iv)

Mmlstry of Production.
anstry of Health, Spec;al Educatxon and Social Welfare.

Mlmstry of Intenor

‘Ministry of Food and Agriculture. ~ (Pertaining to 1983-84

and 1984—85),

12 The Committee would hke to place on record its thanks for.
the valuable help rendered by Mr. Riyaz H. Bokhari, Auditor-General
of Pakistan, Mr. M. A. Haq, former Secretary National Assembly,
Mr. KL M. Cfnma Secreta:y Natlonal Assembly, Mr. A. A. Zaidi,
Deputy Auditor-General of Pakistan Mr. M. S. Amjad, DG, PEC
representatives of the agencies. concerned and their officers and staft
in asmstmg the Commm:ee in nts work :

R 1.3. While submlttmg this report to the Natlonal Assembly it is
finally recommended that the suggestions and recommendations made
by the Commlttee in the report may be acoepted ‘ h

Dated : January, 1988,

' Secretary.
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SARDARZADA MUHAMMAD ALI SHaH,
. , . : Chairman.

SARDAR ASEFF AHMAD ALI,
Member,
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~.-2. MINISTRY OF PRODUCTION

2.1. Appropriation Accounts of the Ministry of Production for
the years 1981-82 to 1984-85 were examined by the Standing Com-
‘mittee on Public Accounts on 27th March, 1986, 30th March, 1986,
27th August, 1986 and 2nd, 5th and 6th April, 1987.

2.2. The views of the Committee regarding regularization of
excess expenditure has been discussed in its, Report on the accounts
of the Ministry of Finance which has been laid before the National
Assembly, '

2.3. Ministry of Production is basically resnomb’fe for adminis-
tering Public Sector Manufacturing Organizations in the country,
although some of the public sector enterprises are outside its purview
and are controlled and managed by other Ministries such as Ministry
of Industries and Ministry of Petroleum and Natural Resources, As
a result of this situation, the public sector enterprises. are not being
subjected to wuniform standards of etﬁmencv and productivity.
Besides, the existing system of control also creates problem of coordi-

nation and make a umform approach towards public sector invest-
ment difficult,

24. The Comm:lttee during its examination of the accounts of
Ministry of Production, asked the representatives of Planning and the
Finance Division if the Federal Government has ever developed any
standards or guidelines to determme the scope, criterion or long-tetm

policy for public sector investment in the country and was surprised
to note that.these aspects. were.never given due attention. . Conse-
quently the growth of public sector enterprises in the country, has
been without any well conceived rationale and without adequately
safeguarding the environments in which they shau'd have grown and

- played a pre-determined role.

'2.5. The Committee thus requested the Ptanmnﬂ Dmmon to
undertake a study of ‘the Public Sector Enterpnses and make a prc-

- senitation -on the following aspects : =+ .

{a) the total investment of F‘ederal Govemmant m nubllc
' - enterprises ; : 5
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(b) - Date-pertaining to return on investments and whether it
. is considered as satisfactory by .the planners;

(c)* ‘Have any guidélines been formuiated for regulating |
- Fedei'al Government  investment in public sector enter- |

- prises ? " If so, what are the guidelines and what is their
. rationale ?, :

(d} Is it being monitored if these guidelines have been ctnctly
followed ? “If not, why ?

. (e) .If no gu:delmes have been formulated, how it has been
. ensured that ad. hoc declsmns made by the Government
' were in public interest and conform to the overall econo-

mic pohcy of the Government ; '

() What is.the future programme of = Federal Government
'_mmtment in public sector enterprises ? and

® TI‘he Government raises resources at a eost. - Is the return

- . on these.investments commensurate with the cost ? If
not, what corrective measures are being ce&snderedl
_formulal:cd ? -y

2 6 One of 'the major cons:dera:t:ons advanced by the Govcrn-
" ment for establishing péblic- enterpnses isthe sacto-econom:c benefits
for people- of uader-developed areas. * In such cases, the only standard

of judging thie performance of a. manufaeturing orgamzauon Le. the

" profitability, ' is compromised. Unfortunately. the socio-economic

benefits accraing from ‘the ' establishment of such concerns and the
implied cost whidh i 1,s to'be bosine by the Government as a consequence
 of:the decision Which-4 not based purely on commercial’ consxdcra—
tions, is not computed and indicated. As d result the ‘managements
of .thess; concerns operate with an idefinite and ambiguous notion of
the cost of aecraed social benefits. -If an organization earns nominal
. profit, it is attributed to managements efficient. handling of the affairs.

. If however the ‘qrgamization -runs_into. difficulties, the: plausible ex-
planatmn of ]ust:'fymg thw unsatxsfactory performancg -on the basis
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of socio-economic benefits: is always there. This situation shall

continue to exist will such time, the cost: of. soclo-e..onomlc benefits is -
not computed for each.project and enterpnsc. For instance, it should

‘be known to the management of Harnai Woollen Mills that what
‘standards of efficiency aré.expected of them by the Government.

They cannot compete. with a private sector Woollen Mill established

- at Karachi or Lahore and therefore they can never try to achieve this
objective. The cast -of the fixed, liability due to-the location of the

plant that they are carrying:permanently, if identified and determined,
even roughly, will enable them to work for a standard which would

_ be achxeveable and for whlch they can be made accountable.

27, Another nnportant issue that the Comxmttee came across
during its examination of various manufacturing units of the Ministry
of Production, was that the pohc:es of the Federal Government were, .
at times, at variance thheachother As a result the investment made
in the public sector enterprises especially in the engineering indpstries
has failed to achieve the desired results. .For instance, the demand
for tractors in the country is limited but the Govemment has permitted
tractor assembling plants of more than one make to ‘meet this limited
demand. The result is that the transfer of technology in this parti-
«cular field-could not be:mchxeved beyond a certain degree. If the basic
ob;emuefthe -Government in installation of tractor ndustry in the -
country, wes the traasfer: of technology; it has snt been achieved sub-
stantially and eannot be: achieved till the overali investment policy in

this sector remains unchanged. The situation is more pronouneﬁ
in automobile. mdustry

23. The Comm;tlee xs ‘of the firm view fhat the pubhc or private
sector investment in.an mdustry can only lead to technology transfer
if it is provided adequate protection from external and internal econo-
mic forces. Unless the Government works in this direction, the
future of public sector investment would remain bleak, -

2.9. Another 1mportant featyire was that m a number of cases
investment was ‘made without ad‘eqnate eoononuc _considerations in

a certain socio-political set up.but no efforts ta review- these decisions
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‘and-to take corrective measures were made after the changes in the
socio-political set up. “This has resulted in- a constant drain on the
exchequer. -An instance- of this type of investment was the Pak-Iran
Textile Milis- at Quelta and- Uthal, -The Committee recommends that
all such cases should be reviewed and such cases should. be reviewed
and such umts shouid be disinvested as early as possnble

2.10. The resuits of 'examination of individual units being con-
trolled by the -Ministry of Productlon are discussed in sucoaedmg

chapters.

_ 2 il. Mmutes of the proceedmgs are plaoed at Annexure “A”,

”3 FEDERAL CHEMICALS AND CERAMICS CORPORATION

LMTED

31 The FC& CCL was estabhshed in August 1973 as a private
Limited - Company in  public sector. It is wholly-owned by the
Federal Government and its main ~task is to manage ‘and promote
chemxcals and alhed mdustnes m the pubhc sector. :

.r

'3, 2 Presently it 1s controlhng and managing 14 prolects the -

'ﬁ;aancxal results of ‘which are discussed in:succeeding paragraphs.

An overall Teview, hnwever indicates that the financial results of the

following - umts were hot sattsfactory and needed nnmedmte atten-

tion =
(i) Ittehad Pestlcldes Kalashah Kaku
(1) - -Kurram Chemical Company Limited.
(i) ,Swat Ceramlcs Company (anate) Limited.
(v Pakistan PYC Limited. =
¥ (v Pak Dyes aid Chemicals Limited.
(v Sind Alkalies Limited. |
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ANTI-BIOTICS- (PRIVATE) LIMITED

T 33 Workmg results of the Company for the four ycars under

review were as undcr T—
- (Rs. in miﬂ_."on)

1982 1983 1984 1985

Sales ... 14893 29357 35589 32.951
CostofSales .. .. . 12208 201.907 26.945  24.86]
Gross profit .. o e o 2.685. 7.430 8.644 - 8.090

Opérating Net proftf(Loss) - ... (1.971) ~ 0920  1.366 . 0.203

- 3.4. The unit set up during 1959 in public sector was engaged in
penicillin manufacture and came into being through an agreement
between the Government of Pakistan “and UNICEF and UNTAA
(UN’s auxiliary organizations) with the objective of producing the
product economically for use in Pakistan on no-profit no loss basis.’
Under the agreement, the Government committed itself to operate
the plant at full capacity. The arrangements did not last longer and
the Government freed itself from the commitmient by convérting the
project into a private limited company for commercial operations.

3.5. The management did not find the company viable with the
existing madequata productlon facilities. A PC-I scheme Wwas- pro-
posed in August, 1977 for acquisition of hlgh yxeldmg ‘strain and
balancing and modernisation of existing facilities at an estimated cost
of Rs. 7 million. The objectives of the scheme were to reduce the
production cost by 30 per cent by using better techniques and to
increase the production from 12.5 MMUto 50 MMU per annum.
The scheme was not approved by the Government and the manage-
ment had to curtail its plan. Additional facilities were acquired  at
a cost of Rs. 4.8 million arrangéd through a loan from NDFC; aud
the production capacity was ‘‘increased to 20 MMU in 1981-82.
Additional facilities posed - a two fold - problem-to - the company.
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Firstly the production facilities could not be itilised due to lesser
sales ; and on occasions the plant remained shut down. Seoondly the
cost of preductxon -also increased due to lesser. utilisation of produc-

© tion capacities coupled with the additional depreciation and interest
" charges rdatmg to the additional facilities.

- 3.6. The naoessxty of financial restructuring havmg already been
accepted by the ECC in June, 1979, the company was allowed an
f add:txonal equity of Rs, 10 million, out of which Rs. 4.5 million were
réleased i November; 1984 and the balance in 1985-86. The delayed
and madequate action could not give the company, the desired relief
as the persistent heavy interest-charges did not allow the company to
stand on its feet,

. 3.7. The company’s viability kdep_ends largely on its ability to
market its annyal production of 20 MMU.. Finished goods inventory
is-piling up over. the years-and the company-could hardly sell 48 per

-gent .of the- avmilable finished goods in 1985-86. Government’s

support in this:djrection is. much needed otherwise the company is
bmmdtooonm. e -
3.8, The Comritittee’ after hearmg the adnnmstratlve Mm:su'y s

‘view point, desired that a: paper on the future prospects of the con-
cern should bemwed for oauaderauan. > .

3‘"’9 Work‘hgteaansfor the umt ?orthe fouryears underreview

i wereas under '—" "‘"-;
: ' (Rs. in million)

1981~8z 198233.. 198384 1984-85

BRI . pee ke e 17965_.1 26‘562_ 38.202 37.380
‘:?‘ic°- stof Seles .. e % 16,158 _22327, 31.466 . .32.009
4Gromwpeolt ... - ﬂ o Lsom 4235 6.6 . 57

wproﬂtlﬁnﬁ) ,;a MO0 2408, Q.05

sy E

= i
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3,10. The. Committee asked the management tossubmit a_.detalled- .

report on the prospects of the pro;ect as thc ﬁnancxai wsults were not
quite satisfactory.

KURRAM CHEMICAL COMPANY- LIMITED

3.11. Kurram Chemical Company Limited sustained a et lossf"
of Rs. 0.904 million in 1931—82 and of Rs. 1.445 miition in 1982-83,
It earned a net profit of Rs..0.037 million in 1983-84 and sustained a
et loss of Rs. 0.020 in 1984-85 '

3 12, The Comm:ttee was not satnsﬁectw:th the perfomance and
. asked the Ministry of Production to submit a detallgd report onfutmq
prospects of the company. R -

- FTTEHAD CHEMICALS ~ o

313, ‘The workmg ‘resnlts of thc company for the four ycars:
under rewew were’ as undcr —

% . : (Rsmm?ﬁmn) -
T 15‘8_1;3%' | 1‘982._8_3 Tyosied 198485
Sales . o .. 1790195 229,405 220.82)- zss._m
CostofSales ... .. .. 154344 172.460 176.416 216.998
(Gress-profit » .l v .. .. - i24.851 . S6.945 . -44.405 - -49.389
Netprofit. ... .. =~ .. 14200 38.35 220.533 -25.409

3.14. The unit was, . therefore, work‘ing satlsfactorily and the

: Comm1ttee as such offemd no-comments,

RAVI RAYON LIMITED

3. 15 Workmg results of the company for the three years undet :
review, were as under :— :
wo o iiemms o (Rs. in milliom)

_ © 1981-82 198283 | 1983-84
Sades .. . 7 179080 205.068  250.854
Cost of Sales . .. i 138,423 158.369 1 199552
Gross profit " .. - . L, 400657 46.699 51,302
Net profit .. . - S

e 14246 20200 - 25.8)9 -
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The operatmg -results.of the company were thus satisfactory.
| ~ RAVI ENGINEERING LIMITED |

3.16. Ravi Engineering . Limited also earned a net profit of
“Rs. 0.594 million in 1982-83 and of Rs. 1.084 million in 1983-84.
The operatmg resuTts of the company were thus satlsfactory

D.D.T. FACTORY, NOWSHERA

A 3.17. The D.D.T. Factory, Nowshera sustained net loss of
Rs. 1.636 million, Rs. 0.459 million and Rs. 3.630 million in 1981-82,
1982-83 and 1983-84 respectwely It earned a net income of Rs 1 99'
million in 1984-85.

.3.18. The productibh of DDT was gospended due to dis-continua-
tion of its use by the Government and production line was diversified
to aluminium sulphate. The Ministry of Production informed the
Committee that the factory was now producing only allam. Tt has
now introduced another product ie. detergent. About 75 workers
have been transferred to Nowshera PYC Company which has reduced
the admindstrative expendlture substantially.

3.19. The Committee directed that a study should be carried out
about the future prospects of the factory as to how the installed capa~
;cxty -can be gamfully employed. ,

PAK DYBS AND CHEMICALS LIMITED

_3.20. Working r&sults of the Company for the four years under
Teview were as under :— o

(Rs. in 'million)
‘ - T 198182 198283 198384 198485
C TSale . .. 10866 10878  12.506  14.859

CostofSales .. .. . =  9.223  B.694 11335 12.239
Grossprofit .. .. . & L63 2184 1173 2.620

NetbrofifLos) .. .. (O.58) 0.094 Q.08 0484
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The accumulated loss-of the Company as on- 30th June, 1985 was
Rs. 6.591 million, The entire paid..up capital of the (,ompany had,l__
thus eroded.

- 3.2L The Commlttee asked the management to submlt a study'
on futurc prospects of the orgamzat:on

“SIND ALKALIS LIMITED

" 3.22."The Company earned net profit of Rs. 6.833. million and
Rs. 0.212 million in 1981-82 and 1982-83 respectively. - .In 1983-84 it
sustained an operating loss of Rs. 5.247 million. In- {984-85 it again-
earned a nominal net profit of Rs. 0.033 million. While the perform-
ance in 1984-85 improved as compared to 1983-84 the overall financial
position of the Company was not satisfactory. :

SWAT CERAMICS COMPANY (PRIVATE) I;IMi'i‘Eb o

3.23. The Company earned operating profit of Rs. 0.617 million,
Rs. 3.435 million and Rs. 1.586 million in 198(-82, 1982-83 and
1983-84. It however sustained a net loss of Rs. 4.384 million in
1984-85. In view of the adverse position of the Company the accu-
mulated loss sustained upto 30th June, 1985 have risen to Rs, 11.255
million. : _ _ S L

3.24. The Committee was not satisfied with the -working results
and asked the management to submlt a study on the future prospects
of the conoern. .. _

) - SWA'I‘ ELU’I‘RIATION PLANT

3 25 The Plant earned anet mcome of Rs. 0529 mﬂllon in
1983-84 and of Rs. 0.56 million during the year 1984—85 'I‘he financial

| rmults of the-plant werg therefore satisfactory..

NOWSHERA PVC COMPANY (PRIVATE) LIMITED

. 3.26. The Company was conceived in 1979 and the project was
ﬁnally completed in February, 1984 at a cost of - Rs. 17.4 million.
WAPDA pmvxded a: complete PVC Plant costing Rs <21, S mﬂhon
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The ultimate cost was tius Rs. 39 million. The Company earned a
_ns:t profit of Rs. 1.756 million upto June, 1985.
PAKISTAN PVC LIMITED

3.27. Accumulated loss of the Company, as on 30th June, 1985,
was Rs. 110,37 million. The Company assisted by long and short
term bank borrowings however, continued to remain in production.

..3.28. The Committee was not satistied with the operating results
and asked the management to prepare a study on the future prospects
of: the Conpany - « :

NA’I‘IONAL F[BRES LIMITED

3.29.. Workang results of. the company for the three yms under
review, were as, undm: — .
(Rs. in miliion)

ST 1983 19840 1985
s - R s : — - - -~
Sales T oo . . 610.06°  376.30 © 351.70
Cost . .. . .. .o . 17377 323:.00 ° 313.57
| Gtossprofitos) ..o L (QRH) 5330 38.13
© Net profit/(Loss) .. .. .. (13.80) 5.06 (37.66)

*330;'NFL was incorporated as"a private linited company in-
January 1976 for production of polyester fibre and filament yarn.
Fibre Section of the pint started commhercial production from July,

. 1982 while. the filameat yarn section came into commercial produd:xon
from April,. 1%3. S ‘

3.31. PC-I Scheme for thc project was mitlally prepared in 1974
and was revmditm, first in 1978 and again in 1983. Due to various
reasons the project nnplementatmn was delayed by six years which
restlted in hnge cost overruns and the project was completed at a cost
of Rs., 670mﬂhonas agamstRs 290million ongmallyenv:saged.
The PET ptoforma was provisionally approved by ECNEC in April,
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1985, subject to inquiry by-the Auditor-General.of Pakistan into
causesof delay, cost overruns and appropriateness of product mix and
technology. The Inquiry Report has since been discussed in
ECNEC’s Meetmg. '

3.32. “The’ plant was: desngned for producmg 12000 tons fibre
of 1.5 denier and 3,000 tons of draw-twisted (flat) filament yarn of .
75—150 denier but due to change in market ‘demand, fibre of 1.2
denier and texturised yarn of 75 denier were curgently being produced.
The chapged product mix had reduced the desigoed capacity of the
~ plant to 8400 tons in respect of staple fibre md to 1800 tons for
DIFY. The original -capacitiés could not be regained due to
imbalances in fibre spmnmg section and DTFY seetlon o

'3:33.The cost disadvantage due to- unfavourable . ﬁnanz':ial
- structure, -higher capital-cost than. anticipated and additional over-
heads- incurred in protracted implementation of the project continued
‘to-aet-as-a drag on-its subsequent cost and profit performance.” In
- 1983, -the eompany sustained a loss of Rs. 73.80 miltion followed by -
- a-rominal profit of - Rs. 5.06 million- in 1984 which also had not
resalted from better performance but was mainly due to change in
- accounting policies. -A loss of Rs. 37:66 miltion. in 1985 raised: the-
accumulated loss to Rs. 106.40 millien which was understated to the
extent of Rs. 53.65. million due to reversal and subsequent non
1aamuntal of t.he penal m:erest “The hqmduy of the company was un-

""""

©3.34. Audit's major reeommendatxons theml'ore mcluded
* financial restructuring;

. . _-stablﬁsmg ofpfoduetlon, D
* reducmg waste and Jm;xovn;g qualxty of products

- ¥ eliminating deaters for thetnbuuon .of fibre . (comm:ss:on
. paxd dunng 19&M5 was. approxxmately Rs. 18 million). -

» “unporting MEGm bulk :nsteadof m drums (excesswe pay- -
ment of Rs, 40 million txllJune 19851 H : A
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. reducing the employees strength particularly those employ-
‘ed on daily wages (average 449 per year during 1983—85);
and ' . : :

* increasing the capacity utilisation by boosting up sales and
 debottlenecking of fibre spinning and DTFY Sections.

3.35. Management of the company was changed in April, 1985.
The Management took cognizance of major problems and weak areas
and jnitiated action for rectifications. Most of the recommendations
- were nnplemented upon in the post-evaluation period.- The company
" earned a net profit of Rs. 31.19 million. The production of polyester
fibre (9,687 M/tons) and filament yarn (1,576 M /ton) was the highest
ever achieved since inception. Other improvement were : decrease
of process losses from 28.1 per cent to 21.6 per cent, saving of Rs. 7.86
million -die to bulk purchase of MEG and-Rs. 7.48 million due to
elimination of distributors for polyester fibre. As a result of these
. efforts, the “accumulated loss was brought -down from Rs. 1064
‘million in 1985 to Rs. 75.21 million in 1986. - There is however, further
~ scope to cut costs by shedding excessive labour and purchasing TPA
and MEG on cash basis instead of 6 months credit, which is costing
-~ US $ 30 per M/ton more in foreign exchange and 10 per cent of the
additional landed-cost as import duty.

3.36. The fact however, r_emamed that mthout exclusmn of
' cumulative interest lability of "Rs. 96.77 million, the favourable
* position may dlsappear Again, without the existing level of protec-
tion on imported polyester fibre and ﬁlament NFL may cease to
be compeutlve

3. 37 Further ;mprovements -in . ptoducuon was not possible

- without debottlenecking of spmnmg section and increasing the number

of high speed machines in DTFY. The implementation of these pro-
posals depended upon approval of the financial restructurmg

3.38. The Commnttee dxrected that a detalled report fixing the
responsibility ‘for aocumulated losses should be subrmtted before it
recommends financial’ restrueturmg
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4 NATIONAL FERTILIZER CORPORATION OF PAKISTAN
LIMITED :

4.1, NFC was mcorporated in August, 1973 as a private limited
company wholly owned by Government of . Pakistan, for efficient

management of fertilizer projects in public sector.

4.2. The Corporation controls five units and a marketing com-
pany. The operating results of all the units except Pak-China Fertili-
zer and Pak-American Fertilizer, were satisfactory. The problems
of these two umts ‘have been dxscussed separately in the Report.

LYALLPUR CHEMICALS AND FERTILIZERS LIMITED

4.3. Working results of the Company for the four years nnder

review, are summarmed below :—
. N - (Rs. in million)

1981-82 156283 ~ .4983-84 - 1984-85

Sales including subsidy .. .. 140.328 144,106 141.878 155.978
CostofSales ... .. .. 120,190 126./91 121.784. 135.3%8
Gross profit .. .. .. 20.1338 17.615 20094  20.5%0
Netproft .. .. . 15698 4099 4519 4.947

4.4. The operating results of the comm:ny were thus satnsfactory,
keeping in view the subsidy element.

PAK SAUDI FERTILIZERS -LIMTTED
45. Working results of the company for tlra four years under
1ev;ew are summarized below : — :

: (Rs. in million)
: ) - 198182 -1982-83  1983-84 -1984-85
Sales including subsidy .. .. 835.85 797.89 . 784.10  £).45

CostofSales .. .. .. 463.69  477.82 51030 525.91
Grossprofit ... .. . 3206 32007 273.80 . 298.49

Net profit .. = .. .. 240.16 ',292 49 190.66 197.41

ap—
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- 4.6. Th&hperiﬁng‘mmts -ot‘ the (':ompanvaere satisfactory.,
PAK-CHINA FERTILIZERS LIMI'I'ED

4 7. The werlemg results of the. Company for the four Yyears
'undcr review were as under : — _
' 7 ] (Rs. in million)
198182 1982-83  1983-84 - 198485

Seles (including prico differential) .. 47,045 306.290 200.488  211.546

Cost of Goods Sold .. .. 28.813  188.203 - 178.480 203.444
Grossprofit . ..o .. .. 18.232 - 118.087  22.008. 8.102

Netprofit . . = .. = ... 12930 100.365 22.008.  8.442

4.8. Pak-Chipa Fertilizers anted was set up at Hanpur under
the ‘direction et the. Gpvemmmt for productxon of Urea with the
ob]ectlves to.:. o -

(@ help in ébvelopmg mdustnal actmty in the relatlvely
under developed area ;

e (i) prowdc duwt em-ployment to about 316 persons and
e ,'mdﬂeetemploymenttealargernumberofpermnsengaged
in transportation and marketing; - : .

(iii) help boost agriculture.production- by increased applica-
- tion of fertﬂmrs -

(w) utlhze mdagenous raw matenal abundantly available at
low cost. and;

, 9 Land aequmfion for the fertilizer complex planned to be set
ap at Haripur was started in the last quarter of 1974. " Plint, équip-

~ ment, erection supervision and technical ass:stanoe was provided by
Chipa as gram in-ids Startmg from May, 1975, the plant was

- estimated to be eempleted in 21: ‘years. The installation of the plant,
‘ 'was ‘however; seﬂémly ~delayed- mamly becauseef delays-in supply
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of plant and equipment by Chma “The project  was. completed in
about 7 years and started production in April, 1982, The preject =
was completed at a cost of Bs. 638.526. million as agamsz the ongmal
PC-I proforma estimates of Rs. 344 mllhon.

4.10. The socio-economic objectwes -of- the settmg up of the
‘plant were achieved, with the exception of utnhzatmnof the indigenous
raw matenal - _

4.11. The urea plant supplied by China- ha;i inbuilt dlsadvantages
of outdated technology, low productlon capacnty 95, 770 tons) and
~higher inpuats ‘of raw matenal fuel and emerpy “This reculted in
" doubling the cost of the prothict as compared o its ,sister unit
- Pak-Saudi Fertilizers Limited. “In addition, plant was beset with the
" problem of ‘gas load—sheddtag: durmg wmter for the last five years

-which further increased the cost of product Inspxte of these dis-
“advantages the eempany ‘was in profit, because of -the controlled
pnees of ured and payment of the suhsndy by the f wvemment

4, 12. Urea pnees were deeontrolled by the Government with
eﬁ'ect from_ ZOth May,. 1986 Since the operations of the cmnpany
" were not vmble without subsndy, thé Government reduced the price
of the natural gas (main raw matefial) heing supplied to the company -
from -Rs.-140.36 to-Rs. 90.51 HM?*" with-effect from ‘Ist Julv, 1986.
--"This relief to the company resuited in a reduction in- the-cost-of urea’
~by-Rs, 300 per ton. Even thrsrellehs not lﬂcelvtomake thecomr
panys operatnons vsable e )

4 13 There were dnseeenonmes in . the eonsumptmn ef faw‘
~ materials, fuel and energy. However, dunng 1984-85 and 1985-86
- the consumptions were brought down. The cmsumptxon of : ammoma_,
" and ‘electricity in ‘production of urea was still lugher than the desimed& ,
standard which needs control. " The- -company as on:June’ ‘30 :1986
- employed: 611:- persona as agamst the»est:mated reqmtement of 316
persons inPCL - .. . ey
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4.14. The- Commxttee at‘ter detailed discussions, directed as
under 1— ' ’
" (a) Finance Division should examine financial restructuring
of the company by writing down the assets which were *
k rece:ved from Chinese Govemmcnt free of cost and writ-
ing off the loss; and : :

(b)b The Ministry of Petroleum and Natural Resources should
try to solve the problems of supply of gas on priority basis.

'NATIONAL FERTILIZER MARKETING LIMITED

4.15. The company, established in 1976, is responsible for
. ‘marketing the fertilizers produced by NFC group. Company’s paid
up capitalis Rs..7: million ‘which is held by NFC group of companies.
Company’s workmg capital requirements were high because of the
volume of its sales which reached Rs. 2953.21 miltion in 1984-85.
Fmanoes arranged through loans; bank borrowings and overdue pay-
ables to associated companies resulted in financial charges to the tune
of Rs. 64.17 million in 1984-85. The company is operating on no
profit no loss basis: inasmuch as all its expenses (incidentals) are re-
imbursed by the Government “Production of nitrogenous fertilizers,
' especlallv urea, was in ~xcess of country’s demand. Urea is also
produoed in pnvate sector .'The sntuatlon gave rise lo competition.

~ 4.16. Consequently the selling’expenses on localiy produced
fertilizers increased from Rs, 352.98-million (194 per cent of sales)
" in:1981-82 to Rs."619.00 (22.1 per cent of sales) im- 1984-85. The
market share of the company on nitrogenous and = phosphatic
fertilizers also increased from 45 per cent and 30 per oent in 1983-84
_to485pereentand33peroentm1984-85 '

e Al In order.to avo1d unnecessary competition. resulting in
. me[e,ased ma::ketmg expenses it was recommended by the Audrt that
the. followmg: :measures be considered : —.

+allocation of urea marketing zones.to companm R
* restriction to generic nomenclature ;
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. *  FDFI may possibly import simpké phosphatic fertilizers like
TSP rather than compound fertilizers - containing nitro-
- genous content, because the country was already produc-
ing excess nitrogenous fertilizets.

'4.18. The ,PAC after ggmg_through thc Pertfgrmaucc Evaluation
Reports and reply of the department thereon made the following re-
commendations :

() Audit should look into the working of rate of Rs. 57.47 per
ton storage capacity as worked out by the management.

Ai) A study may be carried out to :
(a) Assess requirements of reasonable number of storages.

- (b)  Reduce transportatlon r,hargcs and cost of sales to
- the minimum.

'PAK-ARAB FERTILIZER LIMITED

4.19. Working results of-the company for the four years under -
- review are as under :— _
o B " (Rs. in miltion)
T U 1981-82¢ 198283 198384  ©1984-85

Sales .. ., .. 1183.078  1042.413 1156.559 1732.086
‘Costof Goods .. .. 741207 768.986° "900.670 1254077
Gross profit .. =~ .. .. 441.871 273.427 255.889 478.009
Net Proft .. .. .. 319.779 197.888 195.697 396.203

. 4.20. Company s new plants of NP and CAN were found defi-
cient in many respects when put into operation by end of 1978.. 'I'here
were intrinsic flaws in process design, the plants were unable to
operate at capacity, mechaaical - breakdowns were frequent; inputs
weze high ‘and the quality of production was inferior. - Plant rectifica-

“tion took 4 years, casting Rs. 97 miltion to the company. Resultantly,
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benefits from:the.praject. were delayed. It was stated by the com-
. pany, that cmalit,y of -the product-had improved aiter plant rectifica-
tion, and papaaty utilisatjon with reference to installed capacity had
also improved. - However, the consumption of input was still higher
than designed, in many cases. The company’s financial position is
“satisfactory: - “‘Under cost plus (price differential) formula the com-
pany 1s likely to operate profitably.

4.21. Auditor-General was of the view that measure be adopted
to ‘control the - productrdn costs. Fixation of rated capacity also
needs a:feview. cT

4.22. The Committee after examination mads the followmg re-
; commend&tmns

(1) A ;horough study for.better planning should be carried out
“both from the mdustrlal and cultivators point of view.

(i) The ways of reducing cost of productnon of fertilizer must
be found as it may not be possible to corapete with import-
, =ed“femhms after the withdrawal of «ubﬂdy '

PAK-AMERICAN FERTILIZER LIMITED

4.23 Workmg results of the oompany for the four years under
,rewew,wereasunder _ -
> A A (Rs mmzllton)

198182 198283 198384 198485

Salee . L .0 15671 125.09  138.56 © 188.17

CostofSales- .- ..~ .. BL.79- - -98:98 - 107.27° 129.51
. Gross profity .. . asi. .. 68.92 . 26.11 . 3;_;»29 - 58.66

_jiNupmﬁ: ;_;,{';f_..‘ 60:80 . 16.99. - 23.87. . 41.25

: HA.e Fn'st mtrageaoﬂs iernhwphnt oi the country, pmdums
ammmsdah&te; with-an -installed capacity - -of 50,000 tons per
annnmiwent mto prmn in Febmary, 1959. Installed capacity
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'was,doubled-i:y'adding:anothcrplaht.téﬂ'years later; Coal was used
to produce: synthesis gas during pre-1973 petiod, during which plants

- operated at about 70 per cent of their installed capacity. When coat

was substitated with natural gas the plants started operating at near
capacity level. The size of the plant was small and process techno-.
logy-old. In 1981 it was felt that the plants had outlived their life
and were totally unrelinble. A rehabilitation scheme was approved
by the Government.: In its phase-I, critical parts of the plants were
replaced and the work was completed in 1985. It was expected that-
the plant life would thereby increase by about 7 years. During this
petiod: company was-to take dec:smn on the nat’are of‘the product and
size of the- new plant to be replaced by the emstmg one.

4.25. Financial po&t:on of the company °is sansiﬂcto:y Net. .

- profit of the company for 1984-85 was Rs. 41.25 million. The com-

pany is expected to operate proﬁtébly"un’de‘lf thie:cost:plus (ex-factory
price) formula agreed to by.the Government.

- 4,26, Audit: was of the’view that there was room for improves
ment in certain areas and it was suggested that

— Cost of product:on needed to be reduced’ by excrcxs‘ing
better financial control.

— Empmyment of pemonnél be restricted to the minimum
— Diseconomies in the usage of raw materia! be'eiiminated

<~ Inventory levels of stores and spar&s be- mamtamed accord- )
_ing to requirement.

4.27. Management disagreed in the case of first three on grounds
of the age:of the plant. As.regards-the fourth, Management main-
tained:that. the constant repairs.and maintenance of an- old- plant
necessitated high Ievel of stores and spares but agreed:tor the disposal,’
by auction, of obsolete and unserviceable spares valning Rs. 2.2 million
promising furthér 1mprovemcnt through a computenzcd inventory
control system . , v
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.4.28. "After cxarn.ining,‘t_he views.of the Auditor-General and ex-

planation of the Department the Committee recommended that the
management must find some solution to the problem of gas load shed-

‘ding, which had adversely effected the productivity of the Factory. -

's. PAKISTAN AUTOMOBILE CORPORATION LIMITED

5.1 Pakistan: Automobile Corporation Limited was incorporated
in 1973 to- develop and manage automobxle engmeermg industry in

the oountry

5. 2. A bnef resume of the units and companies controlled by _
PACO is given in subsequent paragraphs from which it would appear
that most of the subsidiaries were in ﬁnanmal trouble and needed
1mmed1ate atteﬂuon of the Government. R

" NAYA DAUR MOTORS LIMITED |

5.3. Naya Daur Motors Limited is wholly owned suB'sidiafy'Of
PACOQ. Itisengaged in production of jeeps and spare parts.on order.

5.4. Operational results of the conmany for the four years under'-
revxew, were as under —_ ,
. (Rs. in million)

-1981-82 1982-83 - 1983-84  1984-85

Sales i . 152,727 715_3.96_8"- 168.308  141.748

Costof Sales * .. = 0 .. I31.187 139.137 163.206 125.155
Gross Profit < 52 0 ™ .. - .. 21.540 - 14.831 - 23102 16.593

Net Profit/(Loss) .. . (7.915) (14.211) 0.095 (12.852)

~5.5. The equity of the Company amounting to Rs. 30 million has
‘been completely eroded due to commulatlve loss of Rs. 45.4 million’
as on 30th June 1985 :

5 6. The Commxttee asked the management to come up w1th thc
proposals rcgardmg future of the Company.
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.. 5.7. The accounts of Pak. Suzuki Motor Company Limited,
were not examined as the evaluation of the Company by the Auditor-
General’s organization was underway

SIND ENGINEERING LIMITED .

58 Wor’kmg results of the Company for the four years under |

~ review, were as under : —

(Rs. in million)

1982 1983 1984 1985

Sales e L. .663.36  805.83  634.11 467.02

Cost of Sales .. - .. 606,55  749.59  593.77 422.28
‘Gross profit . ..o .. . 56.81 . 56.24 ~ 40.34  44.74

" Net profit R .. 3534 3135 1429 19.15

3

5.9, Sind Engineering Limited (SEL) was originally established
in 1963 as Wazir Ali Engineering Limited by Awami Autos Limited

(AAL), formerly Ali Automobiles Limited as an anclllary engineering

works for its automotive assembly with- fabncatmn and die casting

" facilities. SEL and Awami Autos Limited were ‘managed by a single
' management until 1st July, 1984 when Awami Autos ceased opera-

tions and was finally merged with SEL with effect from 1st March,
1986.

. -5.10.;,’I'he company earned,préﬁts odﬂsisteﬁt'ly sﬁwe its takeover

-~ .except for the years 1977-78 and 1978-79.-" Paid-up capital increased
- from Rs. 2.00 million as on 30th June, 1981 to-Rs. 17.50 million as on

June 30, 1986 while general reserves stood at Rs. 97.93 million on the
same date. SEL’s profitability, after showing a consistent declining
trend during 198184, had again nnproved in subsequent years.
However, this was not a matter of eomplacency for the management

" as it was mostly the “ other income ” from scrap commlssmn on
" booking of Suzuki Vehicles, ‘nterest earned and mcome from clearing

service' which mainly contributed towards company’s profitability.
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~5.11. The fact otherwise-remained that:the campany was not so
- solid as.it appeared to be for the followingteasans.:—

Profitable ;_f_ranchise of Suzuki 4-Wheelers was withdrawn
from SEL in Jaruary, 1984, thereby depriving the com-

- pany of a substantial and assured market. The company
 suffered an operating loss of Rs..2.64 million.in 1983-84
mamly on this account. -

Thedechne in sales was partly oﬁ'set by increasing the sale |
of Toyota Hiace/Coaster. SEL had no franchise and the
vehicle was likely to be withdrawn.

-Karachi Road Transport Authority was understood to
have decided in:principle not to issue road permits to mini-
buses in - Karachi. Company’s sale of Mazda T-3000,
‘which was used as mlm-bus was hkely to be adversely
metdd-by ﬂns docﬁmn

S\mplm e&pnmtyof 4-;Whecler plant wag: bemg utihsed by
. -assembling Snzuki Van for Pak - Suzuki Motor Company
- {PSMQ). . This-arzangement may not continue.as ' PSMC
was plasping taexpandiits project aften which ali assembly
wm:kwill:bg.dme in: houae. o 5

" PACO had submltted ‘a-PC-I scheme for transferrmg
Sozeki 2aWheelers plant-to. Mack “Tracks under a joint

" wenhture with. management of a: pnvate company, ‘Mfs. Al-

“Filsl.. ' Although'-2/Wheeler plant was “not presently

 yomifingsin profit, 'thedecism’?{ould depnve the oompany

e

ﬁ*ﬁsm&alm

Commy’s I.ahore bnanda (vn&h ;194 rampioyees) and
xawmnmxm 56 employeesere-unprofitable. -
Jp.addition to,the revenues.generated by thesebranches,
SEmedmg.Rs -3:5 million amaually- onthei: -
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-.5_.12.. The management was well aware that SEL would have to
=rely:npon'‘Mazda for itgfuture. -Future plans therefere, include pro-
. gressive maanufacturing of T-3500 as mini-truck of 3-4 tons, develop-
ing & standardised non-airconditioned Coaster and coatinuing the sale

of mini-buses as inter-city commuters. The overall demand:may not,

however, be commensurate with existing facilities and SEL would

also have to compete with Pak Hino Limited which is already pro-
~ducing tiucks of 4-5 tons capacity. There i 15, however, a poteritial to

expand the market of mini-trucks: by institutional promotion but the

company, besides glosing its Lahore and Rawalpindi branches, will

‘have to lay off the surplus employees to keep itself commercially viable
=m the faoe of changed circumnstances and reduced actlvmes

5.13. Audlt concluded that the company eamed proﬁts mamly_
sﬁmusaie -of Scrap.and got.an ° A *category rating by Expert Advisory
+ Oell. :It!failed to earn a profit -on Suznki: motorcycles neglecting an
~ important-product line. Its mainproduct line viz.  MAZDAT-3000
-series-was under/marketing strain due-to decision of Sind Government
“:torphase out “ Mimi **buses in Karachi. - Its decision to sell SUZUKI
umd dmlopaaew MAZDA chassis in 3-4 tong range has an mherent .

- 5.14. The Department gave a detalled expianatzon on the points
raised by Audlt It.was reported that Motor Cycles were being dis-
pensed with during the one year permd t’he existing factory will rim -
alright with new arranpements. ThefChaman PAC at this .point
wanted to know that a large number of coasters wére being imported,
could your factory.compete with.it. - The. Department held that it was
a very small busmess to do.. The representative of Planning Division

_observed that there was trend foward Tapanese Technology. Japanese
were ‘misers in technology transfer we could se¢ towards west who
- could transfer technology There were “three methods of getting
techriology. Either it should be purchascd stolen 6r developed.at a
" very heavy cost. Ministry - of Production was however of the view
-that Japanew;:ohay of transfer -of : technology ha;d undergtme some
change o .
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-'5.15. ‘A Member questioned -héw India could get it and Pakistan
.. could’net ?° The Depaﬁment informed that transfer of technology
 was a relative term: - Thé Chairman’ PAC asked Planning Division to
-study the whole problcms of mum-type. autos. 'I_‘here shou’_ld be some
standardwmoh. e

516, =T he Commxttee after a detalled dlSCllSSlOﬂ. dlrected that
_long-term plans should be ﬁnahzed early and then xmplcmentatlon of
thwe plans should be looked after. :

AWAMI AUTOS (PRIVATE) LIMIT ED

5 17 The Amm Autos Limited is a unit of Paklstan Automobxle
' Carporatlon Limited. The PACO entered into an agreement with
-+ the Suzuki Motor Company, Japan on 6th-June, 1982 for carrying out
- the'assembly, progzgsswe manufacture, sale and distribution in Pakis-
- tan and expmt of ‘the Suzvki Motor Compan‘y s ' products under a
-newly ‘created company. ' “ Pak ' Suzaki Motor Company Limited >,
~The business pperations of assembhng the Suzaki Motors were, there-
fore, trasisferred to new Company from Awami Autos with effect from
- 1st January, 1984 alongwith assets: and liabilities and connected staff.
. The remaining opm'atlons of Hiace Toyota, Otis Lifts, Air-conditioners
- were also transferred to Sind Engmeermg Limited with effect from_
lst July, 1984 Thus d:mng the year 1984-85 no busmess was con-
ducteci by the Awaml Autos Limited. The Company is under pro-
" cess of dxssolntwn and thc Maaaganént intends fo close the books
qndrecordsbymhlunc,l986 e | .

, BALUCHISTAN WHEELS LIMITBD _ ,
5.18 Tl:w Company was estabhshed in 1980 to manufaaure and

- ,arrange marketmg of ‘auto wheels rThe project was completed. in

May, 1983 and qpmmeneed. operatxons in June, 1983. 'The cost of the
_ project amounted to Rs 248.119 and, mvo]ved an overrun of Rs. 4549
m;llum over theapprmdmst Cimoa .

©'5.19: The Compleny sustained a loss of Rs. 1367 million” and
Rs. 35.627 mmm in I983-84 and 1984-85: mpectlve!y
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.-5.20. The Committe.e:Wéé‘net satisfied. with the working results

; dﬂd asked. the: Ministry of Production to examine the future prospects
* of the. Company and furnish a repost to-the Cammxtte‘.

| B DOMESTIC APPLIANCES LIMITED I&ARACHI

- 5.21. Working rssults of the Compaay fof the four years undcr ,
Teview were as under :— L

. 2 e .’,::-' - . "

Sren L o SRR (iR.s.&!miIIi'gk)- :

o T e use 1985

;) P - = i Pt

Sales 7L L L 28611 22.618 '13‘*’3:! 20899
veedt L L 23"3;"}6' 20.3% 15 383 18.853
. Gross proﬁt e LT 5 25 2.260 o, 423 L 2046
- Net proﬁt aoss) PV 689 " (2 597)‘, 4_(5.573)» ) " (5.503)

T R

5.22 "— bomatic* Appliances - Liimtéd (DAL) vias incorporated as
a private limited. company .in 1974., It - was., set:up ; originally as .

Northem Electnc Company in the early 70’ in. the private sector for
“"progressive manufacture of airconditioners. It was,. purehased by.

Nanonal Motors anted (NML) a umt of PACQ in 1973 for about .

-~Rs. 2 million andstartcd as a joint venturs of NML and Awarhi Autos »
. Lumted another unit of PACO, for progressive manufacture. of au- o

conditioners-and refrxgpratars Shares held by NML Weretr

" 5:23. DALstarted mththeassembiy of ArDMIRAL aucendl
uoners in June, 1974 and * SINGER refrmrators in 1975, bt could

- ’_‘d'_not cpmpr.tesuccessfully in thc market and | operations were suspegded -
|in 1977. " In 1980, DAL started assembly of ¢ ‘ ACMA " airconditioners -
in coﬂdboratnon with ACMA’ Electmal Industrws ;anmxted, acompeny
"‘meorpordted“ﬁi §mgapore. D'unng 1980—% Rs. 9.8 million. were:

‘spent oft balancmg and modg.rmsatlon for. ,p;oduction of. ¢ Indesxt
Refrlgerators whlch c

f (f.,'enced in jmary,¢1984 L
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5,24 Although DAL started a delenon programme for ¢ ACMA °*
_awcondltlonem, it suffered a serious setback when the fan motors in
airconditioners developed = loeally by Siemens proved - defective,
damaging the image of the product. Production remained suspended
for one year because of accumulation of unsold stocks. Inventory of
raw materials.also-piled up.

5.25. Blockage of . capital in inventories'of raw materials and
finished goods.and investment in balancing and modernization scheme
increased the burden of financial charges which coupled with over-
heads posed a major drain on Company’s profitability.

- - 5.2e. Amumulated losses mcreased from Rs, 0.41 million in
'1979-80 to Rs 12, 57 mxlllon in 1985-86 which were more than 4 times
the pald-up cap:ta! as on 30th June, 1986, '

5.27. The maﬂagement mformed the Comm1ttee that it had
already been decided to disinvest the unit. The Committee directed
the management to report the final outcome of the dlsmvestment pro-

. posals. .

TRMLER DEVELOPMENT CORPORAT[ON LIMI'IBD
528, -Weorking' results of ‘the company for the four years under _
renewawere @8 under —_

ke s SO (R in milliony
1981-82‘ 1982.83 198384 1984-85
_Saleg e en. .. 095 5982 s4il,.. 260
CCefersilesT .o L 63100 57.40 - 85451 - - 24.46
Gross profit ..’ ve 0 ee . 125 2.42 7 (1.40) - (2.46)
Net profitfloss) o Om 69 0. 6.5)

. Y

529 TDC was set up in the pr1vate sector in October 1965 as.
Jalfer Industna:f Corporatlon lented It was. nahonahsed in 1972

- '?andfrenamedh as Trailer - Development Corporatlon Limited with

PACOD- hold’ing“ali its shares. ‘I 1975, it was made a subs1d1ary of
. - Nationat “Motors. Lmﬁted to serve as a véndor for MNL’s progressive
_ mamtfaeturxng progrs _On st July, 1984, the company, became .

- a subsidiary of PACO TUC had, in addition to trailer fabricating

« -
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and bus. body making, facilities for axle manufacturing, machining
jobs and miscellaneous jobs like exhaust system etc. Both PACO
and MNL seem to be rcsponmble for non-utﬂlsatxon of TDC’s facilities
to make ita unproﬁtable unit. -

5.30. The company . mhented an accumulated loss of Rs. 1.4
million at the date of takeover which mcreased to Rs. 62.58 million
(inclusive of written back loan .of Rs. 31.66 million) as on June 30,
1986. The company’s equity thus stood completely eroded. The
short-term measures for writing off of aloan of Rs. 5 million by PACO
and Rs. 31.66. million by NML and allocation of foreign exchange
during 1979—81 for trading of Toyota Hi-Lux aiso did not help to
rehabmtate the company Pers1stent losses were attrlbutable to :

* Inadequate workload and delays in dellvery schedules ;
*  Excessive overhead burden;

* Heavy financial charges on bank borrowings due to poor
liquidity and blockage of funds in redundant machinery
(Rs. 8.89 million), obsolete stores (Rs, 6.3 million)- and
receivables (Rs, 9.8 mllhon) -

- 5.31. Financial restmcturmg could not be arranged.- Change of
status from NML’s subsidiary to PACO’s. subsidiary failed to have
any favourable impact on company’s liquidity as the step was neces-
sitated more to save National Motors, Limited from losses of TDC
rather than to help the company by arranging adequate job orders.
from other sister units through its influence as a holding company.
TDC had to secure orders on competitive basis which was hardly
possible .because of higher rates due to unabsorbed overheads and

_non-utilisation of fall work force-

_ 5.32. The company.was able to earn for the first time, a nominal
operating profit of Rs. 105,874. in- 1985-86 due to production of 250
heavy duty semi-trailers in collaboration with an Italian firm; Cala-
brese. This could become TDC’s standard product as NLC intended
to purchase 1500 such trailers and bowers Tn the sixth five-year plan.
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= ‘ HoweVer NLC: undér pressure of its own marketing needs, stopped

placmg lurther ogders which left. TDC with no major order in hand or
- hikely 1o be sucured [in'near futare. In order to breakeven, TDC.
- needed a sale ta.rgct of Rs. 49 million which, in the circumstances,
‘appeared to be impracticable. The management had therefore Nlaid
cif ‘all but 11 employees from lSth December, 1986.

In the present sltuauon four. alternatlves are available :

(i) The é:ompany has been ngen a fresh life by reduction of -
its strength A new start could be made by worgamsmg,
after financial structurmg, structurmg the Planning and

_ Des:gmng and Marketmg departments

(z0) Altematlveiy, the company may be wnverted to a ]OIIlt
venture enterprisé-en the pattern of Hino Pak lented and
Al-Ghazi Tractors Limited.

.f(ii_i) The famlmcs may be utlhzed by PACO asa help to
. ach:eve its own ob;ectlves.

+iv) " ‘The unit may be dxslnvested prowﬁed a handsome offer is
received. S

o 5.33: The management mferrmed the Comm1ttee that the factory
had now been closed for good.. In view of the decision to wind up
the. ergamzanen, the Committee made no, recommendation. |

o NATIONAL MOTORS LIMITED o
5 34. Workmg results of the Company durmg the four years'

'under revwwwereasunder a—. o e
S E IR TR TS RN TR 1 < (Rs: mmib‘ion)'
T 1982 T1s83 ¢ 1984 1983
Lo Sales LD LT T 88302 929.15.  931.81 . 753.40
Lo Coft s L L UTBLO8Y 81831 - BE6.T0 . 661.57
 Grossprofit © .. T AL 7194 110084 11431 . oL.g3

“Net profit(loss) * - UL L 30.18) 2010 T 48.36 . 25.79
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" 5.35. NML was originally established as General Motors Over-
seas. Distribution ‘Corporation in. 1953.- It was - incorporated as
' Ghandhara: Industries - Limited in:-1963.and taken - over.under the

E.R.O. 1972. 60 per cent of its shares of Rs. 65 million are held by
the PACO and rest by the public. :

5.36. The main objective of NML was the assemblv and pro=. .
gressive manufacture of trucks and-buses for which it held a franchise
for Bedford. It also assembled light commercial vehicles riz. Toyota
‘Land Cruiser and Hi-Lux, In addition, NML also held distributor-.
ship for products of General Motors Corporation USA and all Toyota

-vehicles except Hi-Ace and Coaster. '

- 5.37 The Company earned profits consismntiy sim__:e— take\_over in

1972;:upto 1980-81. There was:a loss of Rs. 30 million - during
1981-82. The NRL went into profit again when = net profit before

taxes ‘added upto Rs. 94.26 million during 1982—835, there was an .
operating loss of Rs. 10.43 miltion during 1985%86 which was reduced .
to Rs. 143mﬂhonbyothermeome L . '

5.38. NML was once a show;iieoer of .tIxe PACO because ofr_ |
reasons as under :— '

'+ The unit had achleved 100 per cent capaclty unhsatlon viz.
6000 trucks and buses and commanded a major market
-share. Ewen at present 80 per cent of the exlstmg trucks
‘buses are repomdly of Bedford make. .

S ox Attractxve dmdend pmd to shareholders led to the quota-_
tion of NMIL, as.“blue chip cempany " and in 1979 ard.
1980, 1t was mluded in top twenty compames :

- The unit had ac!ueved &80 per tent deletion-for Bédford*
~ trucks and buses providing employfhent and' technology:

"~ for hundreds of - 'small veridors ‘and large- vendors like - T

-+ Pakistan ‘Machine Tool Factory, Bela Engineers. Baluchts-‘
tan ‘Wheel, Heavy Mechariicat’ Comolex and“Nava Daur ~
Motors Lmuted efc. - Durmg 1980—-85 5’7 veném's out_ \
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of 85 listed by NML compieted contracts worth Rs. 1313
‘million.” ‘They included eight large public sector units
whose value of supphes exceeded Rs. 800 million dnrmg
1980—385. ‘

5.39. However, ov'er the period ending 30th June, 1982 to 1986,
the sales of manufactured goods decreased from Rs. 869.96 million to
Rs. 528.30 million ie. by 39.3- per cent. Sales of Bedford trucks/
buses decreased from 5253 units in 1979-80 to 801 units during
1985-86 viz. by 84.8 per cent.  Gross profit of Rs. 62.02 million during

1985-86 included-Rs: 48.38 mllhon viz. 78 per cent from sale of trad—
- ing stock.

5.40. The car and light commercial vehicles in which NML had
a dominant share ‘also registered a decline in sales leading to loss of
income. The major reasons for the downfall of Bedford trucks were
mainly a general decreasé in demand for trucks and buses in Pakistan,
specially in the 7 tonnage rasge, increasing competition from: other
makes viz. Nissan, Isuzu and Hino (total 15 models), change in trans-
port economics {o favour vehicles of a heavier tonnage and poor
quality of deleted parts.

541. In order to meet the declining sales of Bcdford NML has
 started assemblmg Isuzu trucks of Japanese ongm,

5.42. The Department informed the Committee that the company
could not survive with * Bedford ”. It was aming:at a production of
2500 Trucks Isnzu. Adulstment attempts with revised situation were
underway Since support was needed by the management Isuzu may
be accepted as standard product a proposal to this cﬂ'ect had been
sent to Government Tabour force with’ very high wage rate require

-immediate- reduction .upto . 1000 Number. The balance could be
-absorbed. -Estgblishment expenditure alse require reduction. In
-view of reduction in the market - of Bedford the company had been
making Josses. .. Due to reduced activity the present fcroe could not
- “he.maintained,. . The. -management -had taken steps for management
__k_.Jmprovement and redugtion. i in manpawer: - _The representative of
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Planning DW!SIOD informed the Commiittee that against a capacity of
6000 trucks, it was being operated at 1000 whereas future proposals
were upto 2500 only. Some thing was requn'ed io be.done to ut:hze' .

idle capacity.
'5.43. The Cominittee after listening the management’s point of
view, directed that a detailed study on the futare prospects of

“ National ‘Motors * with specific reference’ to deletion programme,
" capacity utilization and marketing should be prepared.

BELA ENGINEERING LIMITED

5.44. Working results of the Company for thé four ycars under
review, were as under —

o (Rs. in million)
1981.82  1982-83  1983-84  1984-85

Sales . .. M0.51 254,32 277.86  127.32
CostofSales .. .. .. 136.9 204 47 134.31  100.45
Gross profit .. . 355 4985 4305 26.57
Net profit/(Loss) L @D 1904 831 20.57

5.45. Bela Engincers Limited was originally conceived in 1970
by Ghandhara Industries Limited (now National Motors Limited)
as Ghandhara Diesels Limited for the assembly and progressive manu-
facture of Bedford diesel engines for transport vehicles, marine craft,
agncultural and industrial equipment, genérators and construction
equipment under licence from Vauxhall Motors Limited, UK. After
its take over in 1972, the unit was renamed as Bela Engineers Limited
and was currently a unit of Pakistan Automobile Corporation (PACO)
Limited.. The main problem with Bela is that it failed to adopt an
independent corporate strategy which is evidenced from the following
facts :— - ' ‘ '

(@ Excessive preoccupation with only one customer, NML .
leading to failure in the developmem of more diverse and
stablc clientéle, :



(u)

(iii)
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Ahsenae of franchxse agreeinent w:th its prmclpajs due to
which the management was unable to hold a stable price
line-and- to smoothly pursue its deletion programme. ...

Absence of formal contract with NML, which enabled fhe

klauer to exploit the situation. For instance, National
:Motors did not place firm orders which often adversely
. affected Bela's production programme, leaving it stranded
with idle. inventories. Bela was asked to accept lower -

prices of their engine than fixed by the C.G.P., which con-
siderably-reduced company’s margin. National Motors
launched a direct booking scheme in 1980 —82 and com-

* ponents worth, Rs. 233.11 million were forced upon Bela

without any prior arrangement due to which these remain-

ed mos;ly umxtlhsed

5. 46 Besndes defect:ve corporate’ strategy, company S other
policies also left much to be desired :

—

Thc com:pany started assembling Ursus tractors by using
Bedford. engines in 1980-81. The project was not well
conceived and the company ended with 106 unsold tractors

" ~ worth Rs. 645 million.

Mﬁenal was reqmsmoned en “ component basis ” which

“led t0-build-up.of imbalanced mventory Despite spend-
+ing.a hnge-amount of Rs. 54.1 million to balance it, part

~of the inventory remained nnbalanced Ultnnately the

sérap, dormant and redundant inventory of the book value

-of. Rs. 19.29 million was dnsposegl of at a Joss of Rs. 17 49
: nnlhmrm 1985-86. g

Percentage of rejected engines averaged 39 per cent whlch
was very high and added to avoidable overheads.:

Sale of engines for industrial and commercial apphcations

- -could not be pushed beyond 5 per cent of total sales mainly

due to meﬁ‘ectwe marketing cﬁorts
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%
~~ Poor inventory managemest led to blockade of funds and
* highfinaucial charges paid. by the eompany werea orag of
ST profnabduy o R '

C - Despnlc monopoly of Bedford truck till 1980, the company .
o wuld not achieve- deleuon of more than 43 per ceat.

5.47. Pmscutly the management 1tself appeared to be dnsappomt—
ed with the future of Bcdford engine and had gone for assembly of

- Fiat tractor engines as an alternative - product line. - However, the

assembly function alone could not keep the compan) afloat in the long
run because ﬁrstly, the margin on assembly was very low and secondly,
the actmty did not involve the use of the company’s production facili~
ties and as such contnbuted very nommal value add;uon

5 48. Other future plans mcluded assembly and | pmgresswe manu-
facturing of Mazda T-3000 engines for Smd Engineering Limited -
instaltation of flexible machining line for machmmg of cyliner blocks
and heads of all types.of vehicles. A more ambitious plan would be
to.develop a standard engine which with certain modifications and.
different versions could be used in all vehicles. This will facilitate
deletion programme, thereby ending our reliance on foreign suppliers.
'Phe schcme would however need Government support '

"“,.

5.49. The Department briefed the Commmee -about workmg ,

affairs'of the Company. ‘It was informed thot originally it wasa

“ Bedford " concern, The Bedford went down, it also went down.-
[nvestment was on y Bedford >, Andit -had. pmposed a flexible ’
ma.chmery lme Tlni proposal was uuder -agtive: consxderatmn It
required an mvestment of Rs.20to 30.crores, It would be economxcaly_
after the, above investment. . Durmg current year it would be decided,

if Bela was to remain as it was ar it was to be expanded. It depends

on “Bedford ” and “ Al-Gazi . There were problems of disposing

of inventory.: A“survey : had been:car¥iéd out by the:Company. -

“Some Very sérious d:scmpamieS emne to light. Inventory system was o

being devclopcd

-‘e'
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'5.50. On-a question from Chairman PAC it was further reported
that an investigation had been finalized and was under action. The
discrepancies were due to mis-management and individual responsi-
bility. The system had however been organised now. All unsold
tractors had " been sold. The Committee directsd that a copy of
departmental enquiry-should be submitted to PAC. The Committee
also emphasized upon the Management to improve their quality
controls and produce engmes which are acceptabl\. in market.

MILLAT TRACTORS

S.5L Workmg results of the Company during the last four years
were as under :—

TN o ‘ (Rs. in-million)
1981-82  1982-83  1983-84  1984-85

Sales . L0 .. 649.91  1064.07 1266.82 1335.07

Cost oee o ee .. 591.03  971.69 1167.46. 1250.06
Operating Profit = ... ., . 58.88  92.38  99.36  85.01

Net Profit . .. .. -45.91  81.50  93.60  71.72

5 52. The main busmess activities of the company are to maport. _
assemble and sell Massey Ferguson tractors, agricultural implements
- and tractor engines. . The activities have been enlarged to include the
manufactute of tractor spare parts by way of import substitution.

' 5 53. The com'pany had an accumulated loss of Rs. 1.16 million
_ a.s on January 1, 1972 when it was taken over by the Federal Govern-

" ment. Asa result of mbseqnent proﬁtable operatmns this negative
operational result was'converted into a positive one and at the end
of 1984-85 there.  was an equity of Rs. 181.78 million mclusxve of
: Rs 0. 82 mllhcm as un-appropnated profit,

5 54 Tn:terms of returns, the company is rated as one of the bcst
umts in-the pubhc sector. ™ Its shares aré quoted amongst the hnglmt
in the_: stock exchange. :
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5.55. The company expanded-its production capacity in 1984-85-
by 66.6 per cent (from 6,000 tractors to 10,000 tractors per annum) by
adding Plant and Machinery worth Rs. 70.78 million (Rs. 34.52 million
in 1983-84 and Rs. 36.26 million in 1984 85).  The increase in capa-
city, however, dxd not enhance the actual productlon apprecrably as
the production in 1984-85 went up by 283 tractors only ie. about 2
per cent. It-is noteworthy that productlon m ‘the two years imme-:

“diately precedirig ¢xpansion had already teached the level of 11,180
~¢in 1982-83) and 13,298 (in 1983-84). A small reduction (of 1.34 per

cent) is also noticeable in the number of orders booked during 1984-85
(12,432) when-compared. to the number booked.in 1983-84 (12,602).
Although the company has continued to earn profit, the figures of
profit show a declining trend. The prov:slonal figures for the period
hxiy—-—Decembcr 31, 1985 show a net profit before taxation of
Rs. 10.896 million compared to similar figure of Rs. 38.142 miillion for
‘the correspondmg penod of the previous year (Jnly, 1984~ —Dwember
1985).

5.56. The company, has also falled to ach:eve the target of 85

' per cent import substitution of tractor components planned up to the

year 1985, in terms of value. The shortfall was of {35 per cent—60

* per cent) 25 per cent. Inhis review of the provisional = half yearly

‘accounts for the . period July—December. - 31, 1985, the: Chairman -
. PACQ however, stated that-“-we have presently achieved a local con-
- tent of-about 65 per cent, in terms of value, in. accordance with the:

rdeletmn programme approved by the Government - The shortfall
of 20 per cent still remains. The posmon merits attention consider-

| ing the investments of over Rs. 100 million (Rs. 35 million received

from PACO as interest free loa:n) having a’lreadv been made on in-

'housc manufact'nnng

'5.57. The department explamed thatm}y lrank Shafts, Connect-

'mg Roads, Injunction-System . and some other small  value Electric

items were being unported, wluch were not considered pracmcal to

- manufacture locally &t fow cost. There is no moentma in mdlgmsa«

tion of these items-and as such the aempanvlmsno proposalto

incresse this pereentagein theﬂea: fbmre.
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.'5.58. After éctazied dlscusslon the Comm;ttee recommcnded as

= under —

(aJ Multlphcny in the brands of tractors bemvnr imported or

' asscﬂfbied needed to be limited. The brand with record

of success in progressxve manufacture of componerits
locaﬁy, needed to be encouraged B

{b) There was need for smtabicmerease in the number of
dealexs .and service - and _ repair facilities to : promote
£ - mechamzed famung in the conntry 4 :

(c) "I‘be period of delwery should be decreased by mcreasmg
pIOducE;on ’ S

(CU I‘he Agl‘lclllture Developmc;;nt Bank should cons:der
ghancmg Jt;s a}locatlon of Ioans for - tractors

PAKISTAN INBUS'imjAL DEVELOPMENT CORPOR"ATIOV
‘ (PRIVATE) LIMITED

R

: 6 1. Pam%n, lndustnal Development Corporatlon which was
~established under amOrdmance in- 1962 was dlssolved from 1st April,
o 1985 and. mgrporatcd as.a prnvate hmn.ed .company froms that date. .

‘ 6 2. The Corpomnoﬂ earned a net profit of Rs. 1. 867 milfion in

| '1981-82 sustaingd a net'loss of Rs. 0.695 million in"1982-83 and a

" "A'gloss of Rs. 0.278 mﬂhoﬁ' in -1983-84 and a further Toss of“R$. 4.884
* “million in 198485 Tﬁe mam-stay of the Corporauon was tﬁe pro-

i 'perty rent.

L 8. 3 Aagprd;ng\ggAuq;tg a s,um ef Rs lO mxlhon was. out,standmg
' as Advances Dcpos:ts and Prc-payments On Juge,« 1982 which

:explamed that ,thé : "'f'of t gse advances had been cnnsxderably
reduccd and,was 'bresenﬁy Rs 2 24 mﬁhcn_ only cew

e 64 Sixm.tarly & sum, fof RS, 3.907 mzﬂion wﬁs ;outstandmg, on
30fh Jane;: 1982 againgt? &ndrybebtors ?~which: included-an unpa:d '
rent of Rs.'2.30 mﬂhm oﬁmhmbﬂmaamnmvms dnspumd
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The managemcnt explamed thax asum’ nf Rs. 16 million was outstand-
ing on account of ¥ent enhancement and anothcr amount of Rs. 0.137

‘rmlhon was tmder litigation.

i 65 The Comm;ttec was not satlsﬁed w;th the“&xplanatlon and
asked for.a detailed report on Advanoes and Sundrv Debtors

PAK—IRAN TEXTILES LIMITED

6.6. The workmg results of the company whlclr opera&cs two. g
Mills at Uthal. and Quetta for the years 1980-3! to. 1983 84 arcas.

.under =
_ e N ms in. m;!hon)
198081 9312 198283  1983-84
Sales L A6 15516 107006 62450
" Cost S L mMsm3ec 2150M8 215314 188.964
GrossLoss .- .. il "99.003 120,872 108 203 - 126, 474
* Net Loss ‘\16(';;;049 208 86? 237354 zssm

" Fhe accoufits fbr theyéa‘r 1984-85 ‘were: net lmd beiore thc Com-_f - .
fnittee. ' The ‘Mills hiad cdsed to: operat@?.mce hme and SeptembEr o

1983 due to heavy Iosses el ] S

“61. The above Mills 1ncorporatetf as a Pablic Lmirted Gﬁmpany,'f:"'-

-with an-autherised capital-of Re: éﬁﬂmmmn,,,stangd as-a-joint venture .
with Iran for the social uplift of the backward region of Baluchistan.
" The paid’ up capital was Rs. 268.30 million of which 51 per cent was -

contributed by Pakistan, through PIDC and the refhaining 49 per-cent

by Iran. The Company set up’ ‘two Textile Mills, Lasebella Texule‘
.Mxlls L:mqted Uthal and Bolan Textile Mills Baleli (Quetta). The

two mills were ta. be oompleted in May, 1978 and June, 1979 rwpec o ‘

tively but weie eoinpleted late w§th a total cost of Rs. 67076 million .

which wag53.per cent higher.than that envisaged in the criginial pm -

“The™ commermal prodnctmn inboth the~MiBs started in 4979-80
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7 6.8. Net equity as on  30th June, 1985 worked out to negative
valiie of Rs. 1001.42 million as reported by the Experts Advisory Cell
- of the Ministry of Production in its Annual -Report:1984-85. Audit
while identifying the reasons for failure of the mills reported that high
cost of sales did not compare with the prevailing market prices.

- Financial expenses increased from Rs."$3.709 million in-1980-81 to

'Rs. 71.824 million in 1981-82. The production was not planned
S according to market demand The accumulated losses were to the
-tuneofRs 1 billmn

' 6.9. The Dcpartment explamzng the réasons for losses stated
that the location of the miills was in the areas without basic infra-
structre afid there was-a contmuous shortage of capital. This was
due to bad management and il planmng The decision was originally
taken on social and politxcal gfeunds A proposal of re'structurmg
was ander. oons:demtlon of the Government.

© 6:10. The-PAC directed that the persons involved in advising the
~ setting up of these mills may be identified and reported. The Com-
‘mittec comprising a member of the PAC and a representative each of
Audit, the Finance, and the Ministry of Production will look into the
casé in order to fix the responsibility on persons who sanctioned -this

“project and also%to suggest ways and means to over-come the.causes
" of .continuous: losses. - The Committee would also look into the fact

‘;;asunder.

that why dxs«mmtment was not made after 1983. :
TARBELA .COTTON AND SPINNING MILLS HARIPUR
“6.11. Workmg Result’s of the Company for the last 4 years were

) HwlT S ; (R.c mmillwn)

S ; -- - :_,‘.;: R B i 1984-85

a7 1981482 T 1982-83 198384  (First 9

- . T montts)
 NetSales. . .. .. - .. 76.892  76.004 108.598  63.562 '

CostofSales .. .. - .. 87446 83.93% 125. 974 78.943

‘Gross Loss~ .. . .. ..  ib.554° "7.932° 17.376 15.381

CNetLoss .. o .. . 19.748 7 15.685° " 26.343 123.962
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6.12. The Mills thus sustamed a;r aowmulated loss of Rs 88. 238
~ million-as on Blst March, 1985 e ‘

6.13. Final PC-I of the pro;ect with a cost estimate of Rs. 122'
million which was more or less based on actual expenditure, was’
approved by ECNEC in February, 1980. ECNEC while according
‘the approval stipulated that ** consideration should be given to dis-
invest the unit to the pnvate sector at an appropnate time . :

6.14. The project bwame operat»xonal in January, 1981. Evalua-
tion of the project was carried out in ‘early 1982. It was found
that :—

*  prospects for a substannal increase in the levcl of prodno-
tion in order to.enable. the unit to break even were not.
evuient, and ’

*  the unit was hkely to oontmuc to incur heavy operating
losses for a number of years to come on account of very
heavy deprec:atnon charges and financial expmses.

. 6.15.. Subs‘eqnbnt éverits, it appears, have proved tlns point.
Desplte some ;ncrcas; in quantum of produeuon and improvement in
capacity utilisation- the uvnit’s sales revenue persistestly fell short of
its cost of ‘sales. - ‘Consequently it has-been: mcurrmglosscssmcens
inception, which by March, 1985, had aggregated to-Rs. 88:2 million.
The loss was: capitalised during 1983-84 and 1984-85 by a charge to
the plant and machinery. This measure added to the already heavy -
-burden of depreciation charge. Provisional accounts show that a-
further loss of about Rs. 24 million was sustained during April, 1985
to January, 1986. Total loss of Rs. 112 million was thus incurréd in o
five years’ operating life of the prolect, which constitutes 88 per cent -
of the completion cost of the project. The chances of : the unit’s
retrieval and its beeommg a ﬁmclally mble enti:ty even in dlstant -
- futyre, are- bieak



6 16 Socxo~economnc ob;ccuves have been’ achxeved to the extent
that the project has provxded employment to over 1200 Tarbela-
affectees who will hopefully contmue to remain engaged even after.
dxsmvcstment. o ~

6 17, The Management explamed that the Mlll was concewed to
provide livelihood to’ evactees of Tarbela Dam. Considering the
socio-economic aspect of the project, proposals .for financial restruc-
turing had been sent to Government and were under consideration.
Efforts for disinvestment through public advertisement were also
‘madé but no bids were received. A Committee has been appointed
by the Government to negotiate saie of the project through NDFC.

6 18. The Commntee after hearmg the Department observed
(a) the price of the Plant and Machinery received as a free
gift from China should not be exhibited in the balance
ib)otherproposals forﬁnanc:al rgs;;:ucturing be expedited ;

(¢) the d:smvestment proposals :should also. be expedxtcd

HARNAI WOOLLEN MILLS LIMITED N

6.'19 “The Worklng results of the Company for the last four years
were a8’ under .
' (Rs. in million)
198182 - 198283 | 1983-84  1984-85

Sals . .. ... .. 1722 20.896  19.939  10.615
CostofSsles. - ... .. .. -23.289." 29.148 - 31.621 22.482
CGrossLoss .. .. . - 5567 © 8.252  12.682  11.867

WetLoss 1. 77 ULl T a4l 11773 240826 0 220514
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" 6.20.-The company - “had thus incurred" accumulaicd losses. of
Rs 99. 963 mxlhon as on 30th Junc, 1985, °

6. 21 The rmll was a proﬁtable concern from 1961 to I 977 (exoept
1974). The position, however, continued to detericrate thereafter.
This was mainly because of a scheme for Balancing, Modernisation
and Expansion (BME) carried out during 1975—78 at a capital cost
of about Rs. 20 million. The BME scheme suffered from delays (15
months) and cost overruns (Rs. 5 million) and was apparently not weil
conceived in as much as it : :

*  totally ignored the woollen plant, which was installed more
than 30 years ago and used local raw material, in the main,
for production of woollen fabrics/blankets;

*  was restricted to worsted section, which was dependent on
" - import of raw materials. Worsted material itself catered
toa lnmbed chentele :

dxd notseem to have bem based ona proper market-survey
as was fully established by the situation countenanced by
- the unit, Jater, in marketmg 1ts products '

*

_ created an imbalance in spmnmg and weaving capacities
‘which had to. be corrected by an additional expenditure
of Rs. 2 5 million on- mstallatmn of shuttle-less looms.

6 22, PC-I of the BME scheme prolected that implementation of
the scheme would result in increase in productlon of worsted.fabrics
by about 185,000meters per annum and an annual i mcrease n pre-tax
profit-of Rs: 4.6 million. The maximum increase in producuon,
achieved was 59,700 metres (1981) which was only 32 per cent of the
pro;ectron Production contmued to decline in subsequcnt years

* 1982 to 1983, and worsted wctlon is infact lying closed since March,
1985 Whﬂe the beneﬁts vrsuallsed in the BME scheme did not
aocrue, caprtal mvestment made in xts 1mplementat,on had the effect
‘of i increasing the hurdcn of ﬁnancral and. deprec:at:on charges The

result was that sales revenue of the mills | ersistently fell short of its
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- ‘cost of sales: and kosm increased from year to year. Accumulated
loss as on June 30, "1985 stood at about Rs, 100 million. Provisional
figures for .Euly, 1985 to January, 1986 showed a further loss of Rs. 14
mdhon. ‘ b

6.23. quuty had bcen eroded as far back as 1979. Contmued
dependence on borrowed funds in subsequent years had multiplied
the financial expenses, which constituted 74 per cent of sales in 1985
and would have risen to 96 per cent of sales had PIDC not waived
interest of Rs 2 3 tmlhon for 1984-85 due on amounts owing to it.

. 6 24. Audxt was of the view that the company’s chances of
recovery would- depend on the initiative and success of the Manage-
ment in mpmvmg the ‘marketability of their products This could
.ot be done-and sales continued to decline over the years. Produc-
tion of the mﬁls was currently conﬁncd to. woollen blankets for supply
to the Defence and Railway Departments The salc rates for these
supplies were less than the eompany s cost of productlon It appears
‘harciy-feasible that given’ the exnstmg Jevel of limitéd: produchon and

 restricted salés; the unit will ever be-able to arrest the ttend of losses,
. which have persisted with’ increasing: intensity during’the last five
. ,yea:rs @ndedjnne 30, 1985, B

625, The Commxttee«had carlier directed that a stra:ght case of
subsxdy in the shape of injection of equity should be made out to the
«Govemmenton the grounds of poor location of the factory-and the
~ ‘social beneﬁts being accrued. . Audit pointed out that no action had
‘been taken on the PAC’s directive Chairman PIDC explained that
th:swastheoldentmdustrmlnnitmthe pubhcsectorandwas bmng :
run without any commercial consideration on purely social grounds.
The- numbu Ofemployeeshadbeenreducedfrom 1000 fo 600 and
onlythe blanket ﬁmtwas workmg. There ‘was no electricity available
and thetewastlmﬂlepmbm of availability of skilled labour in’the
- e theCommtteethatUNDPhadundertaken
:_;a study of ﬂw 19& aﬁd had madecertam workable s‘nggwtmns

&3 y.'q. o
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6.26. The Committee after detailed dxscussxons made the follow-
ing reoommcndatlons —

(a) the Government should provide adequatc subsndy to
ensure that the factory is not closed down and continues

~ to provide socio-economic benefits in a far flung area of
Baluchistan ;

(b) more political commitment at all lech should be enlisted-
for this Mills. Efforts should be made to secure policy
decisions, so that orders for the Police and Army and other
Civil Armed Forces are as far as possxble are placed on
this mills on negotiated terms ; :

- (c) Telephone and Electricity need to be provided for the

Milis at the earliest poss1ble, to rake it more viable ;

d A Commlttee of experts should be appomted to make
specific recommendations within two months about
‘measures to be taken for making‘the Mills more viable;

(& Old stock lying in the Mills should be disposed of as early
' as possible, to obviate further detenoratron

TALPUR TEXTILE MILLS
' 6.27. The Mill has been closed down from 12th November, 1977

after incurring consistent losses The accumulated ‘losses being

Rs. 162 million.

- 6.28. The Committee had earlier sugg‘&éted that the question of
appointment of. liquidator through a Court of Law should be con-
sidered without further loss of time. It was, however, explained by

edmth:smbw&uke:twasnotammpany

o 6.29. The Committee asked the Ministry of Productlon to submit
- a detaﬂedrepm-t tx to how they inténd te prooaed w:th the hquldauon ‘._
“of the factory. ;

*

* the Managing Director PIDC that the hqmdator oould not bcappomt— 7



50
DIR FOREST INDUSTRIES COMPLEX LIMITED

16.30. Dir Forest Industries Complex Limited was ..oﬁoelved in
1966, but was completed in 1981 at a cost of Rs. 303 million as against
Rs. 63 miltion originally estimated. It went into commercial produc-

tion in 1983. The working results for the three years under review,
‘'were as uvnder : — :

(Rs. in mitlion)

1982-83 1983-84 1984-85

Sales © .. .. .. .. 28.710 66.581 67.53
Cost of Sales .. .. " 34.607 $6.154 101.86
Gross (Loss) . .. (5.897)  {i9.573) {34.33)
‘Net (Loss) - .. .. .. (25.041)  (45.671) (61.79)

-6.31. The project thus suffered substantial losses in its very incep-
tion. The Committee asked the Auditor-General to prepare a detailed
report evaluating the prospects of the organization.

AL-LIBAS INTERNATIONAL LIMITED

6.32. PIDC Garment Factory Karachi was established in 1981
by procuring the machinery from defunct Garment Corporation
Limited. The factory was converted into a private limited company
in July, 1983 and named as Al-Libas International Limited. The
company accumulated losses of Rs. 11.726 million upto 1985, It
was closed w.ef. July, 1985,

6.33. The Comnuttee after detailed discussions observed as

" ‘under :—

(a) Actxon taken to. dlsmvest the company. should be report
" ed; and

:(b) An enqmry should be conducted to determine as to how
‘the company was established and also who were-the
officials responsible for takmg the decision..:
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MEHRAN FLOCKING INDUSTRIES LIMITED

6.34. A private party established a flocking industry in 1974-75.
The factory, however, remained inoperative since its installation.
PIDC purchased the above factory in 1980 at a cost of Rs. 4.27
million. The factory was now being run by PIDC and during 1981-82
to 1983-84 had sustained an accumulated loss of Rs. 3.414 million.

6.35. The Committee after deliberating on the issue observed that
it was not a sound decision to purchased the factory and asked the
Ministry of Production to furnish a detailed report as to how it was
decided to purchase the factory and who were the persons responsible
for it. The Committee also recommended that the factory should be
dlsmvested '

SHAHDADKOT TEXTILE MILLS LIMITED

6.36. The Shahdadkot Textile Mills was completed in 1980 and
started production the same year. The Mill sustained an accumulated -
loss of Rs. 283.283 million upto 30th September, 1984. The Mill
was, therefore, virtually closed and in a state of bankruptcy and no
improvement could be expected ‘unless complete admmlstratlve and
financial restructuring is done.’

6.37. The Committec observed that the disinvestment of thc umt
should be speeded up. .

SPECIALIZED REFRACTORY PROIJECT

6.38. Certain deposits of mag-nesite were discovered near Abbott-
abad. To exploit these resources, PIDC decided to set up a plant in

1970. - Development expend:ture S0 far incurred on the project B

amounted to Rs. 8.762 million. The project has been stopped from -
- 25th May, 1985 -due to cancellation of extracting. licence by the
Government. . _

- 6.39. ‘The Commlttee was not. satlsﬁed with the state of affairs
and asked the M‘mntry to subrmt a detailed. report about the fnture
prospects of the project. .
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QUAIDABAD WOOLLEN MILLS LIMITED

:6.40. Quaidabad Woollen Mills Limited was set up by PIDC in
1955 for generating socio-economic benefits by providing employment

. to local people, development of cottage industry and encouragement

- of sheep breading and sheep farming in the area. Initially production
“of . Woollen blankets for the armed forces was started.’

, 6.41. In 1961 it was decided to stop manufacture of blankets and
_ sw.nch «over+the pmdnotwn of machine made blankets. The Com-

i ‘pany enjoyed almest a monopoly in machine made woollen carpets

during 1963 to 1983 and the financial resuits of the comparny were
quite satisfactory.

. 642, A scheme for balancing, modermsatlon and expansion of
the unit was initiated in March, 1975. The schems was ultimately
completed in June, 1983 at a cost of Rs. 20.85 million. Meanwhile
a few units with similar type of products came up in the private sector
and the.company had to face a stiff competition in marketing its
increased production, . This led to piling up of unsold goods. The
- company. sufféred a serious set back, in 1984-85 sustammg a loss of
+ Rs. 6.52 mﬂhon The Company thus went into debt. '

6.43. Adverse trend appears to-have been arrested by better

" marketing strategy and the sales have picked up in 1985-86,

) - 6.44. The Committee eéxpressed its satisfaction on the overall
petformance of the unit and appreciated the efforts made by the

; ymanagamenttocomenut ofthe crms, facedm l984~85

_ LA‘RKANA SUGAR MILLS LIMITED

. 645 Thefworywasoompletedatacostofl{s IlSmilhonm
g _November 1974 and started commercial operation from 1975-76.
- The unit from the outset faced shortage of sugarcane supply, as cane

ptocuremem ftom the zone meerved for the Mill, never exceeded half
& if.‘-"thc plant reqmremcnt The umt had thérefore, been a losing concern
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,Lhroughoui The accumulated loss on 30th June,‘ 1983 were Rs. 61
million. Losses sustained up March, 1985 to September, 1985
totalled to Rs. 128 million which had cxceeded the. ;:ustﬂﬂu_: project.

 6.46. The Commitice observed that the Mill should be disinvest-
ed as early as possible. :

COTTON GINNING AND PRESSING FACTORY, PIRANWALA

. 6.47. In May, 1980, PIDC ventured to established a Cotton
Ginning and Pressing Factory at Piranwala. The factory was installed
at a cost of Rs. 3.686 million. It is working at 13 per cent of its
capacity and had sustained accumulative loss of Rs. 2.232 million
upto 30th June, 1985.

6.48. The Committee directed that the factory should be dis- .
invested and an enquiry should also be conducwd as to how this bad
decision was made.

7. PAKISTAN STEEL 'MILLS CORPORATION LlMlTED'

7. 1. 'I‘he Corporation: mcurred a net loss of Rs 1631.611 miltion
in 1984-85 the first complete year of its operation, as compared toa
loss of Rs. 1,485.772 million during the year 1983-84. The accumu-
lated losses were, therefore, Rs. 3,117.383 million. . = - -

7.2. The Committee was not able to investigate into the affairs
of PASMIC due to non-availability of adequate data and decided that
the affairs of the Corporation should be exammed at the- time of
examination of next year's accounts. S

_ 8 STATE CEMENT COKPORATION OF PAKISTAN

8 1. The State»Cement Cafporahon of Pakistan (SCCP) was
incorporated. as a private limited" company in public sector in 1973

By 1975, it had established itself a holdmg company of all the oementr o

factories i in the ommtry
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8.2. The operational units of the Corporation were in a reasonable
financial shape mainly because of the monopoly and Government
regulated prices. ’

GENERAL REFRACTORIES LIMITED

8.3. The Company produces special fire bricks which are general-

ly used for furnace of steel, sugar and cement factories. The Company
sustained a net loss of Rs. 7.202 million and Rs. 4.764 million in
-1981-82 and 1982-83 respectively. It, however, earned a net profit
.of Rs. 2.867 million and Rs. 2.894 million in 1985-84 and 1984-85
respectively. The Company thus appears to have come out of its
‘loosing spree. :

GHARIBWAL CEMENT LIMITED
8.4. Working results of the Company for the three years under

‘Teview, were as under ;-
. (Rs. in million)

198283 1983-84 1984-85
Sales e e S 214.3m 324.266 . 372,674
Cost of Sales =~ ., .. .- 254.467  293.967  339.431
Gross profit .. .. .. 19.904 30.399 33.243
Net profit .. ., - 9.304 20.763 23,465

A

The working results were satisfactory.
“ "JAVEDAN CEMENT COMPANY
' 8.5.. Working results of the Company for the four years under

, ‘review, were as under :-— . |
: (Rs. in million)
| . 198182 1982-83  1983.84 198485

" Sales L e .. °266.241 355.387 419.207 465.166

CestofSales .. . .. .. 206376 293.666 1361.529 406.534
Gressprofit .. .. .. 59.865  61.721 57.678  58.632
Net profit e - 10.012 9.960  13.753 -~ 12.600

Thé working results were satisfactory.
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KOHAT CEMENT COMPANY LIMIIED |

8.6. The Company started its production fromn st January, 1984.
The working resuits for the period endiag 30th June, i985 are as

under :—
(Rs. in million)

1983-84 1984-85
Sales . .. .- .. 159.14 259.255
Cost of Sales .. .. . e 119.17 195.379
Gross profit .. - . . .. 39.97 63.876
Net Profit .. . .. .- . 3.00 3.485

The working results were satisfactory.
MUSTEHKUM CEMENT FACTORY

8.7. Working results of the Company for the four years under
review, were as under : —
‘ (Rs. in million)

| 1981-82  1982-83  1983-84  ]984-85
Sales .. .. .. 261.62  301.77 ., 309.85 429.74

Cost of Sales . . 242,06 295.09  362.35  373.30
Gross Profiti(Loss) ... - .. 19.20  6.68 ' (52.50)  56.44
Net Profit .. . o M6 922 2034 23.67

The overall performance was satisfactory.

. $
NATIONAL CEMENT INDUSTRIES LIMITED

8.8. Working results of the Compa.ny for the three years under
review; were as under : — _
(Rs. in million)

198283 1983-84  1984-85°

Sales .. .o Lo L0 0 170598 - 180.427  216.231
Cost of Sales oo 0 .. 149,013 157.196 198,713
Gross Profit - .. .. . 22585  23.232 17.519
Net Profit .. 8.415 . 6.941 - 6.931

The overall results were satisfactory. |
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‘THATTA CEMENT COMPANY LIMITED

-~ 8.9. The lactory started production from December, 1982. Its
working results for the three years under review, were as under : —
. (R izt wriliton)

1932-83 1953-84 1984-85

_ Sales e . .- .- 129.555 274.745 313.855

Cost of Sales . .. 96.964 196.196 244937
- Gross- Profit . .. . ... .. 32.591 78.549 . 68.918

' Net.Profit -~ . .. .. N 7 7.999 " 9.6%

Working results were satisfactory.

ZEAL-PAK CEMENT FACTORY LIMITED

8.10. Workmg results of the Company for the four years under
réview, were as under :— S :
. (Rs. i :_m[lmt)

1981-32  1982-83  1983-84  1984-85
Sales ) .. 363.053 428.088 628.382 660.382

"Cost of Sales I .. 328.113  382.799 586.487 607.400
Gross Profit .. . 34.940  45.288  41.895 52.982

. Net Profit " .. . 23128 12,642 19.732 ° 29.606

'Thc workmg results were satisfactory.
ASSOCIATED CEMENT LIMITED

J -
" 8.11. Working results of Associated Cements for the four years
‘undcr rcv;ew, were as under :—

(Rs. in million)
S 7 1981-82 198283  1983-84  1984-85
Salés . L ... 278.236 292.356  389.969  406.448
- cf.aatofsm; T L. 254289 273,220 359.924 378.846
Gioss profit - LU L 23.947 0 19.137 0 30.045 - 27.602
Net"Profit o T L BT 3306 6.903 - 9.69

: The workmg reeuﬂs wue sat:sfactory in view of the pretty old
plant. -
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DANDOT CEMENT COMPANY LIMITED
812 The propct started commercial prodnctmn from 1st March,
1983.  The working results for the three years under revxew, were as

under — C o ,
(Rs. in millien) -

| 193283 198384 198485
‘Sales .. . - . 84.307 -~ 250.427  263.539

Cost of Sales .. .. . 61.880 181.819 198474
Gross 'profit .. o L. 22.42F. 1 68.608 €4.3864
Net profit . .. e . 4.056 8.607 12.008 -

The workmg results appeared to be sansfactory

MAPLE LEAF CEMENT FACI' ORY |

8.13. Working results of the Company for the four years under
_Teview, were as under :—
(Rs. in nnllmn)

 1981-82 1982-83  1983-84  1984-85

‘Sales. .. .. .0 113,67 143.30 157.38  194.175
Cost of Sales .. . . 96.19 12549 . 150:25 176467
Grossprofit = .. .. 17.48 - 17.81 7.1 17,708

‘Netprofit _~, .. .. 1645 . 15.35.¥ 540 - 17.9f0°

-8.14. Mapie Leaf Cement Factory was installed at Iskanderabad
by PIDC in 1956 to produce ordinary portland cement having produc-
tion capacity of 380 tons of clinker per day. = An other kiln was added
in 1960 with a production capacrty of 570 tons chnxer per day. The
company’s plants were qmtc old. Cement was being manufactured
thmughwetprooess which was rather expcnsxve, at least, as far as
fuel and energy was cottcerned. . However, it was commcndable that

the o pany’s manag;emgnt Pﬂd speclal attentlon to - Tepair and | -
_mmtemneeaadwe;e keeping the old plantsm good sha,pe to aciueve“ L
prodacuon at: Satﬁhctorrmpamy levds ‘
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8.15. Due to partial stoppage of gas supply in 1983-84, the com-
pany had to switch over to the use of furnace oil—costlier fuel—which
effected the production -economy.. The increase in retention price
from Rs. 486 to Rs. 506 per ton during 1983-84 could not absorb the
~increased fuel and energy cost and Government had to pay Rs. 20433
million to compensate the increase in costs. The retention price was
increased to Rs. 656 per ton in 1985 and to Rs. 713 in 1986. Net
profit before tax-was Rs. 17.19 million in 1984-85 and Rs. 21.697
million in 1985-86.

8.16. Production performance of kiln-IT was poor as compared
to older kiln-I. It was stated that the design of kiln-T was better and -
it was not possible to obtain the same production performance from
kiln-II. Consumption of inputs during 1979-86 indicated quite signi-
ficant variations which needed control to utilise resources to the
optimum efficiency level. @~ :

8.17. -The Committee after detailed discussions asked the reanage-
ment to improve their controls for better efficiency.

- WHITE CEMENT INDUSTRY LIMITED

8.18. Working results of the Company for the four years under
review, were as under : — '

(Rs. in million)
o 198182 1982-83  1983-84 - 1984-85
Sales e .. 1471 19.01 3060 50.04
Cost of Sales .. .. . 160 1571 24.63  36.25
Gross profit ... .. .. .n 3.30 5.97 13.79
Net profit e - 324 3.17 .2.91 6.92

8.19. White Cement Industries (PVT) Limited was established
in ,1966-67 -with production capacity of 15,000 tons per annum. In
1977, the SCCP planned to double its existing production capacity.

The project was approved by CDWP in October, 1977 and by ECNEC
in'May, 1978, Tt was estimated to be completed in 30 months. The
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project was completed in January, 1984 i.e. after 67 months ECNEC’s

approval. Estimated cost (PC-I—1977) and actual costs were as
under :— .

h (Rs. in mitlion)

Local Foreign  Total
PC. I Proforma (1977) .. .. 27.010 25.519 52.169
Actual cost .. .. .. © 67.557 23.598 91.155

~ 8.20. PC-I proforma of 1977 was based on 90 per cent imported
plant and machinery. It was, however, desired by ECNEC to utilize
maximum local resources. The contract with M/s. FLS was delayed
as Production Division in January, 1979 desired to obtain quotations
from the contractor for supply of the entire plant and equipment. As
a result, the arrangements with M/s. FLS as already agreed to in
August, 1978 were finalised in January, 1980. This exercise did save
virtually nothing in foreign exchange but increased the local costs by
more than 150 per eent besides considerable delays in completion of
the project resulting in production losses and imports of white cement
to fill the demand gap. Operating results of the company after ex-
pansion were not as good as were before expansion. Net income did
not increase corresponding to increase in sales. This was due to
restricted production resulting in low capaclty utthsatmn and low off
take due to competition with imported: cement. . The reslts, Trowever,
improved considerably in 1985-86. The capacity utilisation was
improved and fuel and power consumption was controlied.

9. STATE ENGINEERING CORPORATION LIMITED

9.1. State Engineering Corporation was established in July, 1979
as a holding company to promote industrial self-reliance and build-up
a technological base in the country. The units of the Corporation are
divisible in-two distinct groups.: o

(i) - which are runmng satnsfactonbr such as Heavy Mechanml
" Complex and” Metropohtan Steel; and- . :
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- (i) whichare in financial trotble and need immediate correc-
tive measures such as special Steel of Pakistan and Heavy
Forge and Foundry

9 2. The ﬁnancxal posntxon of the operating units is summanzed
in subsequent paragraphs.

HEAVY FOUNDRY AND FORGE ENGINEERING LIMITED

9.3. The Company sustained a net 1oss of Rs. 2.538 million in
1984-85. - The aceumulated loss rose to Rs. 52.072 million as on 30th
June, 1985. The company was, therefore, in serious financial trouble.

HEAVY MECHANICAL COMPLEX (PRIVATE) LIMITED

94, The working results of the company for the four years under
rev:ew, were as under :—

(Rs.inmillion)

| 198182 1982-83  1983-84 198485

Sels . .. . .. 29.823 540.102 566.274 550.106
Cost of Sales . .. . .. 191.047 493.164 549.294  516.076
Gross profit .. s ... 38.776 46938  16.980  34.030
Netproft .. ... .. 17882 28.028 7.116 .26.113

The wmkmg mlts were thus s&tnsfaetory
| KARACHI PIPE MILLS LIMITED

9.5. The working results of the company for the four years under
-review, were as under :—

) - (Rs. in million)

o ) T I981.82 196283 198384 198485

Ssles - .. e T 113,106 129.487 114.386 79.543

" Cost of Sales .. <’ .. TI.BI1- 101.060° 89.985  73.060
Grossprofit. .. .- .. ., 35295 28.427 . 24.402  6.483
o e 2T ;4 799 7.95 (11.873)
e i .




R . K

o TRy

6l
9.6. The sharp decline in the sales was caused due to failure of
the management to meet the growing competition from the private -
sector. The Committee was not satisfied with the operating results

and asked the management to come up with the proposals to revitalise
the organisation.

PAKISTAN MACHINE TOOL FACTORY LIMITED

9.7. Working results of the factory for the four years under

review, were as under : — '
(Rs. in millien)

1981-82  1982-83  1983-84  1984-85

Sales .. .. .. 166.821 123.701 139.796 2]4.471
Cost of Sales .. .. 123,866  96.129 121.543 175.867
Gross profit .. - .. 42955 25.572  18.253  38.604
Net Profit . .. .. 10.507  (0.269) (13.372) 2.097

9.8. The working results improved in 1984-85 but the overall
financial position was not satisfactory.

PAKISTAN ENGINEERING COMPANY LIMITED
9.9. Work_ing results of the company for the four years under
review, were as under : — '
‘ f_Rs. in million) -
1981-82  1982-83  1983-84  1984-85

Sales . . . 453.41  519.96 476.29  520.06
Cost of Sales ., .. .. 350.79  422.04 384.08  419.37
Gross profit .. .. .. 102.62 97.92 92.21 100.69
Net profit .. .. .. 2678  23.6l 9.93  15.48

9.10. The company set up in private sector was nationalized in ,
1972. 1t is engaged in manufacturing of light engineering products
like machine tools, turbines, pumps, concrete mixers, power looms,
slow speed.and high speed diesel engines, electric métors and bicycles.
Production facilities for steel ingots, rolled material and power trans-

mission towers also existed.
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9.1, Thacem;)any ‘had been in trouble since long but its sickness
camie into-lime light in 1979-80 when its management was changed.
A'huge loss of Rs. 45 million was disclosed, which remained concerned
through window- dressing ‘of the accounts. The position further

~ . aggravated in 1980-81 and the management was compelled to seek the

Government’s intervention. The then Finance Minister arranged for
a relief of Rs. 60 million in the interest charges, from the lending
banks during 1980—83, which was considered a sufticient breathing
* spell for the management to rehabilitate the company’s affairs.
~ Another relief was provided by WAPDA during the period by afford-
ing an opportunity to the company to supply power ' transmission
towers on cost-plus basis.

9.12, Full béneﬁt of the eraxhjng spell could not be derived by
the management. by rehabxhtatmg the company’s affairs on long term
basis » '

Engmeermg products like reaper, wheat thresher, mono-
block design on centrifugal pumps, D.C. motors and other
prcducts stated to be in demand and recommended by
“marketing department for development in the company’s

. R&D: Department could not be either attempted or
‘ developed An attempt to develop reaper ‘was made but
the project was abandoned after spending at a lot of money
and energy. .

—_ PECO S sucoess in pre-take over period lay in induction of
new products in its production spectrum, as soon as the
old items. faced competition. Such an induction was
already over-due at the time of take over of the company
by the Government. No new light engineering product

- was, introduced except a substitution. .of German origin
... H.S. diesel gngine with Chinese one under a progressive
. - deletion.programme. It is pertinent to note that :

I PYORE pér engine assembled and-sold dwindled with
_“the ‘increase ' in’ deletion of imported parts through
local manufacture and ultimately in 1985-86 when 55"
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per o;ént deletion was achieved, which is a matter of ;

pride for the management, a gross loss of Rs. 1 million
was incurred.

* Chinese H.S.D. engine is facing hard competition from °

the imported cheaper one of the same origin and

capacity utilisation in the concerned shop did not

exceed 87 per cent in 1985-86.

Production of ,bicyc]es ‘was increased from 67,000 “in

1979-80 t0 121,000 in 1983-84 and the same is expected to
exceed the target of 160,000 in 1986-87. Here too, full
;beneﬁt of the market situation was not availed and BMR =
‘to boost the producuon to 300,000 conceived in 1983-84 is

expected to be implemented in the next year. The com-

. petitors in private sector on the other hand took the lead

by increasing the production and aggressive marketing.

Two electric motors for industrial use, newly déve': o
by the company could not help the company to utilise the

available production . facilities in the concerned division
and its utilisation remained below 20 per cent in 1985-86.

Proposals for manufacturm-g new_products _like alternate

self-starters, domestic and industrial pumps made by the

Company’s experts who visited Europe in mld 1985 could
not matuare.” -

Works oomprlsmg Rollmg Mﬂls at Karactn was closed

down and disposed of.

913 In bmf the ecompany eould -pot-manage, - to utilise the
available idle capacity. A study by _experts engaged by Asian
Deévelopment Bank is stated to be in: progress. “The consultants will
suggest the neeessary MBR of the plants as also the induction to :
deletmn from the produet:on spectrum
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9.14. The -company took maximum benefit of the WAPDA’s
orders and its gross profit earnings on towers were aiways higher than
those earned on other products. During 1982-83, towers sales were
only 55 per cent of the total sales whereas gross profit earned on them
was 79 per cerit of the total gross profit. The arrangements suited the
management and company’s dependence on WAPDA's orders increas-
ed. In 1985?86, however, when WAPDA'’s orders for power transmis-
sion towers dropped substantially, the company incurred a loss of over
Rs. 40 million. The new management also revealed doubtful Debts

. of Rs. 5 million and missing stocks of Rs. 2.068 million which contri-

buted tqwards this loss. Further loss is expected when physical count
of raw material manufactured and purchased part; is carried out as

desired by statutory Auditors. This is second time that concealments

are being revealed w:th the change in management.

- 9.15. AuditoﬂGeneral’s findings of the company’s performance
evaluation covering the vital areas of production, marketing and

- personnel, were :

. Sufficient idle capacity existed in the company's works
which needed identification for its best utilisation.

-— Production losses and rejections were not given due atten-
. — Arrangements for control on. electricity consumption did

not exist in general, and in Finance Division where the
same existed, the excessive consumption was observed.

— Piece rate system appeared liberal and cases were observed
where workers were earning over 300/400 per cent in
excess of their normal earning without working over-time,

 — . Incentive: to avoid “ absenteeism and consequent payment
- of over-time to other works ” appeared ineffective.

— The company was over-staffed speciaily in officers’ cadre.
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— The company was not getting its due share in market due
to its incompetitive prices resultmg from heavy labour cost
and overheads.

— The company had largely depended on sales to Govern-
ment departments and public sector and no sales promo-
tion activity of the items meant for general public, was
noticed. '

Keeping in view these findings and others mentioned in the réport,
recommendations to improve the situation were made. Introduction
of new engineering products involving more skill and technigue not
available out-side the company, was also recommeaded.

9.16. The Committee after discussing the management’s point of
view stressed upon the Ministry to develop a long term plan for
rehabilitation of the company. PECO should play a key role in
introduction and popularization of farm technology in the country.

- PIONEER STEEL MILLS LIMITED

9.17. Working results of the Mills for the four years under
review, were as under :— _

{Rs. it uiz-lliom)

1981-82  1982-83 198384  1984-85

Sales . . .. 56.935  60.758  43.234 -.'31.233
Cost of Sales .. .. .. 39.482  44.574  33.434  30.016
Gross profit .. i .. 17.453  16.184 9.780 1.217
Net profitf(Loss) -~ .. .. 4.720 5.154  0.359  (0.636)

9.18. The company thus had entered into a critical stage. The

- Committee suggested that its affairs should be looked into and efforts
‘made to put it back on ralls
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QUALITY STEEL WORKS LIMITED

9.19. Working resuits of the company for the four years under
review, were as under :—

(Rs. in niilfion)

1981-82  1982-83  1983-84  1984-83

Sales .. c. .. °149.947 152.573  119.907 112.927

Cost of Sales .. .- .. 118.044 127.975 101.871 108.311
Gress profit ..~ .. .. 31.903  24.598  18.036  12.211

" Net profit .- e - 0 3.082 5.148 5.735 2.289

9.20. The profits of the company have been marginal over the
last four years and it has been a border line case.

SPECIAL STEELS OF PAKISTAN LlMI I‘ED

9.21. The factory was closed in December, 1979 after consistant
losses. It sustained further loss of Rs. 88.034 million during the last
5 years, raising the accumulated loss to Rs. 678.997 miliion upto 30th
June, 1985.

9.22. The Committee directed ihat either the plant should be
sold without further loss of time or it should be rehabilitated.

METROPOLITAI*i STEEL CORPORATION, KARACHI
9.23. Working results of the Corporatxon for the last 4 years were
as under :— .

(Rs. in million)
1981-82  1982-83  1983-84  1984-85

Sales L .. 402.45 - 437.75  412.93  468.88
“fost of Sales .. . .. 349.47  391.67 379.57  419.95
. Gross:profit- ... . © 52,98 46.08 33.36 48.93

CNetprofit | no. .t .. 27.86 - 20001 524 18.27
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9.24. Financial position . of the company was satisfactory as a
result of continuous favourable operating results since 1977-78 and

accumulation of reserves of Rs. 56.23 million against a paid-up capital -

of Rs. 27 million as on June 30, 1985. Prior to 1982-83, billets were
imported through TCP against six months advance requirements,.on
payment of service charges at a rate of 4 per cent of landed cost of -

- imported material. The arrangement besides resulting in delayed

imports also led to increased financial and warehousing costs. -The

" billets are now supplied locally by Pakistan Steel but the Manage-

ment, at times, faces difficulties in getting timely supplies of the billets
which adversely affects the production,

- 9.25. The sale of hot-rolled products was under severe market
pressure since 1978-79 firstly because -the preferential buying by
government agencies from nationalised units was discontinued as
a matter of policy and secondly because the selling price of cbmpany’s
products was higher by Rs. 1000—1200 per ton due to use of more
expensive steel billets as raw material as compared to ship plates used
by the competitors in the private sector. The small and medium size
consumers went for - lower prices due to which the company was
persistently lossing on M.S. Bars since 1978-79. The profits mainly
came from sale of special steel wire, wire rods and bailing hoops which

‘had greater margm and in which there was presently no competition.

The company’s monopolistic position can no longer last because new
‘units of Ittefaq, Chaudhry, Hashwani and Al-Qavi group for the
manufacturing of wire rods, baﬂmg hoops and speclal steel wire have
been sanctioned in the pnvate sector.

9.26. ‘The profitability showed a declining trend and the net profit

- tapered down to Rs. 5.24 million in 1984 from Rs. 29.99 million in
 1978-79.~ Tt was attributable to declining sales, under utilisation of

- capagity, meﬂiclenoes of the Bar Mill and 10 inch Bar Mill and

increasing costs of major inputs.’ Alhotigh the company earned a
- net profit of Rs. 18:27 million in 1985 the future did not appear to be

" very bright because of likely mmeﬁMn from’ pnvate sector \v1th the .
-eompany’s: Inthertd monoply pmdnots S
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9.27. The company has never been able to attain its designed
capacity utilisation which has ranged from 58 per cent to 66 per cent.
The cost of production was high in Bar Mill because it was run on
A.C. motors. The 10 inch Bar Mill produced only small size bars
which could be purchased from the market at much cheaper rates.
Operation of these two mills was not economical. The management
was cognizant of these production bottlenecks and was contemplating
the closure of these milis. : :

9.28. The Management explained that Metropohtan Steel Corpo-
ration strived to play its role in serving the nation by producing quality
goods for projects of national importance as well as for the common
comsumers in private sector. The company management was also
aware that producing quality goods was costlier than producing sub-
standard goods with cheaper raw material and indulging in unethical
and dubious methods. Government decisions however effect the
compdny profitability to a great extent. In the national interest it
was suggested as under : — o .

“(ay It should be made obhgatory for the users of reinforcement
" bars i Public Sector as well as Private Sector, by enforc-
ing section 9 of the Ordinance No. (XIVIII of 1961) (Ordi-
nance to provide for standardisation and marketing of
Goods) which provides. “ The Central Government may
prohibit the sale of any article which does not conform to

‘the Pakistan Standard ™. '

(b} Tt should be made compulsory for consumers of M.S.
Bars and Rods in Government Agencies and Autonomous

- Bodies to use the goods products from Pakistan Steel
Billets only. The Audit observed that Company on its
own cannot guide the consumers to purchase products
which are termed * quality products ”. Management has
stated that use of ship plate has increased from 100,000

~ tons in 1979 to 800,000 tons in 1982-83. This is indicative
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of consumers preference over quality products of the com-
pany. The company is advised to apprise the Govern-

.- ment through appropriate channels quoting full facts and
figures, of its fears, that the investment by private sector
in setting up wire rod-mills is not in national interest.

9.29. The Committee after detailed discussions made the follow-
ing observations : —

(i) PSI should take effective steps to enforce the Pakistai
Standards particularly of steel. Standards may not be
confined only for the high quality bui- various standards
should be 1aid down for different uses.

" (i) A possible association of quality producers may be formed
to undertake publicity of standardised products:
. PAKISTAN SWITCH GEAR LIMITED, LAHORE.

9.30. Working results of the Company for the last four vears were
as under : —

(Rs. i milliony

—_— , ot i ——— e e

1981-82 T9R2-§3  1983-84 ;;84-85 ‘

Mot Sales L ... 3858 2444 U89 28.63
Cos: of Sales S . 3448 19.83 . 2041 23.45
Gross Profit .. e 380 . 461 448 5.8

Net profit - .. .. .. 0.75 0.66 072 0.60

9.31. The Company was designed to manufacture Low Tensmn
Electrical Equipment, bnt was not able to utilise its full preduction
capacity. As such it started pr oducing High Tensmn Relay and

“Control Pancls ' for WAPDA daring 1976-77. These Panels were

supplied on single tender basis through negotiations and the company -
was able to earn profit. Since the company couid not utilise-its full
capacity, the profits were nominal. - :
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_ 9.32. WAPDA, however, floated international tenders for Panels
- from 1981-82- in: which the company also participated but in order to
be competitive had to quote considerably lower rates than the previous
. ones. Export credit facility at a rate of 2 per cent and lower custom

duty on import:d components for contracts secured in international

bidding nevertheless provided some relief. In addition conversion
“of ADP loan of Rs. 5.21 million into equity by the Government in

1981-82 provided a relief of Rs. 651,000 per annum to the company
- which otherwise was payable as interest. :

9.33. The company’s earning for 1981-82 to 1984-85 was nommal
- due mainly t0 low capacity utilisation. It was only 4.66 per cent of
the equity in 1984-85 and the future appeared to be bleak due to

~ shrinkage and instability in demand for L.T. Equipment. '

9.34. Audit suggested that the company’s production spectrum
be broadened by addition of new L.T. equipment items and by import-
fng technology for manufacturing high ;ensiori*électrical equipment
like SF-6 circuit breakers.

9.35. In reply on a question the Ministry stated that Yugoslavian
Technology was acceptable to WAPDA, although they preferred
- R.C.A. The Western prices were higher and they were not prepared
‘to the transfer of Technology. The Yugosalavian were installing
their machinery as equity and their circuit breakers (H.T.) were also
acceptable to WAPDA. The negotiations were in process, and in
another few months the management. shall be in a pgsition to finalize
and expected production by the end of this year.

9.36. The Committee after detailed dlscussnon made the follow-
ing observations : —

() Due care should be exercised when the equity participa-
. tion be in the form of machinery. |

; (lﬂ A strict. inventory control may. be initiated in the project.
-,(m) ;Redundant staff may be done away with as far as -possible.

_{iv} 'Financial restrycturing meay also be comxdcred to 1mprove
the working o!‘ the project.”
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10. STATE PETROLEUM REFINING AND PETROCHEMICAL
CORPORATION LIMITED

10.1. T he State Petroleum Rehmng and Petrouhcmtcal Corpora
tion Limited was established in 1974 by the Federal Government as
a holding company to manage and control petroleum and petro-
- chemical products. ~

10.2. The financial results of various operating units are discussed
in subsequent paragraphs.

ENAR PETROTECH SERVICES LIMITED

10.3. The Company earned net profit of Rs. 0.179 million
Rs. 0.127 million, Rs. 2.22 million and Rs. 4.84 million in 1981-82,
1982-83, 1983-84 and 1984-85 respectively. The financial results of
the Company were satisfactory.

NATIONAL PETROCARBON LIMITED

10.4. The Company manufacturers carbon black -and special
asphait. The Company sustained an operating loss of Rs. 6.632
million and Rs. 0.328 million in 1983-84 and 1984-85 respectively

" which was mainly because of the losses on production of carbon black.

10,5, The Committee after ‘detailed discussions. recommended
that the Government should provide adequate protection to carbon
black industry in the country.

NATIONAL PETROLEUM LIMITED

10.6. National Petroleum Limited, was incorporated in May,
1983 to instal and operate secondary oil refining facilities. The
project was, however, stopped after incurrence of an expenditure of
Rs. 93.11 million pending decision on the report of the foreign con-
sultants. o '

- 10. 7 The Comxmtwe reoommends tlmt Govemment should take. .
_ an carly dcc:s:on to reactivate the project or to abandon it.
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"NATIONAL REFINERY LIMITED

10.8. Working results of the Company for the four years under
review were as under : —

(Rs: in miltion)

1981-82  1982-83 ~ 1983-84  1984.85

Sales . . .. 6,569.93 8,083.35 8072.88 §,592.52
CosofSales™ L7 T L 670817 7,918.44  7.855.03 §,637.33
Gross Prolii .. . o 161.76  134.94 244.86 - 25579
NetProfl .. .. . 5225 s il4.45  126.00

..:Working results were, therefore, satisfactory.

11 TEXTILE MACHINERY CORPORATION OF PAKISTAN
 LIMITED

11.1. The Corporation was incorporated by the Federal Govern-
ment in July, 1973 to set up projects to manufacture various types of
textile machinery in the country. The Corporation established two

" companies, namely Textile Winding Machinery Company Limited
- and the Spinning Machinery Company of Pakistan Limited which
went into commercial production in 1979 and 1982 respectively.

. 1L2 The operat.mg results of the two uompames were as
under : —

(Rs. in million)
1983-34 1984-85  Accumula-
B Profit/ profit/ ted
: {Loss) (Loss) (Loss)
i mpmmngmcmmy Limited .. (10.382)  (13.797)  (56.765)
z Te ‘nlc Wmdmv Machmcry Ltd e (3.989)  (0.016) (15.665)

(14.371)"  (13.781)  (72.430)

R T

11.3. The Committee, after detailed dlscnssmns recommended
thuit© thee’ Qm‘poratmn should be restructured to make it financial
viable. PSR
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12. MINISTRY. OF HEALTH, SPECIAL EDUCATION AND
. SOCIAL WELFARE ~ |

12.1. Appropriation Accounts of Ministry of Health, Special
Education and Social Welfare for 1981-82 were 2xamined by the PAC
on 28th October, 1984. The Committee was dissolved before it could
finalise its report. The Accounts for 1982-83, 1983-84 and 1984-85
and the report of the Auditor-General of Pakistan thereon were
examined by the Standing Committee on Public Accounts on 31st
August, 1986, 7th September, 1986 and 8th January, 1987.

12.2. The views of the Committee regarding regularisation of
excess expenditure have been discussed in its report on the Ministry
of Finance which has been laid before. the Assembly.. -

12.3. In National Institute of Health Islamabad (Biological) Pro-
duction Division no effective system of recovery of dues was in-force.
As a result, substantial amounts were over due. Ministry of Health
‘wag directed to streamline the procedure for reoovery of dues in the
Insutute, =

12.4. Chaiirman Piiblic Accounts ‘Committee duririg ‘his visit to
Quetta. also visited Civil Sureeon Office and. Dispensary at Quetta
arid had observed that the buiIdmg did not appear to have been pro-
perly. desrgned msultmg in substantial wastage of space. There mere ‘
also ng arrangement for fair;ilities and medical at.endance for femal
patlents, o o .

125, "I‘he Department in reply explamed the admmlstratlve
difficulties and’ assured thé’ Commiittee that neecssary “facilities will be
pmvided‘shoﬂly The ‘Committee observed that the dlspensary has
riot been properly plannéd and shoald now be- eﬁectwely ut’hsed

BOI AN MEDICAL COLLEGE QUETTA

P X 6 The And;tor-General of Pakxstan 4n'his report pomted cuat

thatBolanMed:caiConegeComphxmapprovedatthtainMay :
1973. atamst'ofRs 75 mxli:on ‘l‘hepmyeet was revised to Rs. 250
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. million in Ma,y, 1977 and was agam revised for Rs. 478.5 million in
. 1982 and finally for 730 raillion in 1984:. The project was to be com-

pleted by end 1980 but had not yet been completed. The pro;ect is
pr@senny bogged down and no work was bemg done

12 7. Thc ‘execution .of the project was initially entrusted to-
) Communication and Works Deépartment Government ‘of Baluchistan
and was subsequently transferred to. consultants and Ministry of
Health (Engineering Advisor). The execution has been entrusted to
- Pak., PWD since August 1983. : - :

-12.8. The work rcmamed without superv:smn of the consultants
from April; 1976 to - September, 1981. No progress reports were
" available with the project authorities for the period prior to Ist -
September, 1981. The position was similar upto June, 1983 and

. since. then works had been nearly suspended.

12.9 “There was no prescrlbed accounting -system which' could
depit:t cléar pleturc of the accounts. The project accounts had neither
been maintained on PWD pattern nor on the commercial basis; * The
' poor: ﬁnancml oontrol a]so led to many ﬁnanclal n'regulantm

“12. 10. Inthe Audit Report for 1981- 82 two cases involving excess
oavments and*shortages of Rs. 0016 million were pointed out. In
lgé2-83 niveteen cases mvolvmg m'egular expend:ture of Rs. 35,209
iilion, excess payment of Rs. 0.505 million and other cases of undue
financial aid, non-recovery, infructuous expenditure totalling Rs. 3.374
million- were reported, - Similarly during 1983-84 and 1984-85 five
cases. of execss payment and other financial lrregulaﬂtles involving an
mnount of Rs 45.309 ‘million were reported The construction
standards of clvil, elnctncal, an‘condmomng and heatmg works were

- Very poor.
12.11. The study of thc pro;ect mdlcated that the project was not
planned properly whae.h has npoessxtated its three revisions. The

exédution was not supervised 4nd monitored eﬁicnently which led to
cHangé of bonitrol from. Baluchistan Gowmment to Heaith Division
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" and from Health Division to Pak’ PWD. " The study also shows that
no sinceré and fruitful efforts were made by any controlling agencyto. .
take rémedial steps for- efficient execution of the project. A huge. .
investment of about Rs. 380 million already made had not produced
any benefits even after a lapse of 12 years. It was recommended that
the project may be started immediately and’ new priorities be fixed in
the revised completion schedules so that maximum segments of the
project can be completed for use in the light of the fund allocation.
Similarly, tender documents and contract agreement may be reviewed
and defaulting contractor may be penalized for delay and defective
works.

12.12. Audit further pointed out that complete records pertaining
to pro;ects were not avaﬁable and they had to put relevant prices

together and consequently it had emerged that it was a case of poor
planaing and meﬂiclent unplementatxon. :

: 12.13. The Departmental repreaentatwe mfonuea the Comm:ttep
that there had been a number of inquiries conducted into the adminis--
tration of the project, but without any eoncre_te-results. As a cob-
sequence Rs. 30 miflion have alredﬂy'been spent on the project, but
’the fac:htles devcloped are still in a shape that- thev cannot be utilised.

12 14. Secretary Health further informed that the executlon of
the project was handed over to the-Ministry of Works in 1983. NES
PAK submitted a report in 1986 that the structures need to be streng-
thened due to seismic effect and below specification construction.

According to theif estimates, the remedial measures will cost Rs. 35
xmlhon

12:15. On an. enqun'y from the Commxttee the rcpresentatWeof
_theWorksD:vmonpomtedoutﬂmttheworkwas awarded in 1974
at such high rates that they were comparable with 1986 price level.

- 12.16. The Comnittee examined the situdtion at fength and was
not able 16-reconcile itself with-the apathetic attitude in-which this -

important nationa} project was exemted the:Committee recemmends: oo
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that-the Bolan Medlcal College. Project should “be accorded: h:ghest
- priority.and should be completed as early as possible so that the invest-
~ ment of Rs. 380 million so far made in the prolect could be rescued.

12.17. The Committee also decided to examine the disciplinary
aspect of the case separately.

. 12.18. The minutes of the proceedings are placed at
Annexure “B” :

13. MINISTRY OF INTERIOR -

-13.1. Appropriation Accounts of Ministry of Interior for 1981-82
were examined by the Public Accounts Committee on 10th January,
1985. The Committee was dissolved before it could finalize its report.
The accounts for 1982-83, 1983-84 and 1984-85 and the Reports of
the Auditor-General of Pakistan thereon were examined by the Stand-
ing Committee on Public Aooounts on. 28th August 1986 and 22nd
July, 1987. R _

13.2, The mwa. of the,Commxttcc regardmg regulanzatnon of
excess-expenditure have been. discussed in its report.on- -Ministry of
Fi inance which has separately been la:d before the Natxonal Assembly

13.3The mmuees af ithe prooeedmgs are . plaeed at
Annexure “C”- ’ . :

IR T MINISTRY OF FOOD AND AGRICULTURE

14.1. Appropriation Accounts of Ministry of Food and Agn-
‘culture for.the.yearis-:1983:84 and 1984-85 ‘and the Reports “of the
‘Auditor-General of Pakistan onthess actounts weré-examined by the
Standmg Comtifted: nan-hbhc : Accounts onl“27th’ July; 1987,

14:2.° The’ views: of - the - dexmttee regarding - yegularization of
£xcess ‘experidituré:havé béen discirsskd in its: Report-on Mm:stry of
Finance which ‘has beén 14id before Nationaf Assémbly. - '
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14.3. The actual expendituré under * Grant No. 53——Plant Pro- -
tection Measures ° during the year 1983-84 exceeded the allocation by
Rs. 27 million, while the ‘ Grant No. 55—Plant Protection Measures ’
closed with a saving of Rs. 41 million in 1984-85. The Committee
was not satisfied with the explanation provided by the Department
and decided to hold an enquiry in the matter.

14.4. While discussing the Grant pertaining to Livestock Division,
the Committee felt that adequate attention had not been given to the
development of livestock on a scientific basis, in the country in the
past and recommended that a comprehensive study on Livestock pro-
duction, in the country its growth and potential, should be carried out
to determine guidelines for the future. :

14.5. A question in.regard to the functions of Livestock Division

was also raised as to what extent the subjects which were exclusively =

allocated to provinces in the Constitution could be dealt with by the
Federation and whether any demarcation has been made between the

. Federal and Provincial responsibilities. The representatives of the .

Ministry stated that the primary function of the Livestock Division’
was to keep a liaison between international agencies and the Provin-
cial governments. The Commxttee decided to examine this question -
in depth later on. '

14.6. The Japanese Government provided two grants for import
of tractors, which were placed at the disposal of the Federal Directo-
rate of Fertilizer Imports (FDFD. The implements imported against
the above grants could not be disposed of and as a result a part of

the grant remained blocked. The Commlttec directed the Ministry .

to conduct an enquiry into the matter,

14.7. There were a number of cases of shorﬂandmg shortages-* -

and sweepings of fertilizer, reported by the Auditor-General. These -
cases have been commented in detail in the Report on the accounts of
Ministry of Food and Agriculture for the years 1981-82 and 1982-83.

14.8. Minutes of the proceedings are placed at Annexure “ D *. |
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Annexure ¢ A_'_’
NATIONAL ASSEMBLY SECRETARIAT

Thursday, the 27th March, 1986
Fourth Sitting (PAC)
*3182. The Public Accounts Committee assembled at 9.00 z.m. in the State

Bank Building, Islamabad, to continue the examination of the Federal Accounts
for 1981-82. The following were present :—

P.AC:
(1) Sardarzada Mubammad Ali Shab Member, National
Assembly .. .. . ... Chairman.
(2) Rai Arif Hussain, Member, Natnonal Asscmbly .. .Member.

(3): Ch. Mubammad Sarwar Khan Member, National Assembly, Member.

(4) Mr. Shahabuddin Shah I-lussamy, Member Natiopal .
Assembly .. - . .. Member.

(5) Mr. Miangual Aurangzeb, Member, National A&sembly  Member.

(6) Shahzada Jam Muhammad Yusuf Member, National
Assembly .. .. .. . .. .. Member.

National Assembly Secretarias :'

(1) Mr. M. A. Haq, Secretary.
(2) Cb. Abdul Qadir, Joint Secretary. ‘
(3) Mr. Muhammad Aslam, Deputy Secretary.

 Audit ;-

(1) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan.
" (2) Mrs. Suraiya Hafeez, Deputy Auditor-General (CA).
(3) Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ord)..
(49) Mr. A.A. Zaidi, Deputy Auditor-General (A&R).

(5) Mr. Muhammad Saleem Siddiqui, Accountant General Pakxstan Re-
© venues,

' .'(6) Mr. Ahmed Nawab Qureshi, Director General Commercnal Audit.
(D) Mr. M. S. AmJad.DnrnorGeneml(PEC)
Ministry of Finance :

(1) Mr. Tanwir Ali Agha, Doputy Secrotary (Budget).
(2) Mr. S. Farogh Naweed, F.A. (Production).

3183, Accounts examined —Accounts pertaining to the M:mstry of Production
were examined during the course of the day. '

*Paragraphs upto 3181 pertain to other Ministries/Divisions.



84 MINISTRY OF . PRODUCTION

3196. Audit, howsver pointed out that this wrong payment was made be-
cause it was not in the notico of the management that octroi charges were refun-

dable. Thero appeared to be something wrong in the system and the. working,
which required to be looked into.

3197. The PAC issued the following directions :—

(i) The procedure with the KPT/KMC should be streamlined. The Com-
mittee took a serious view of this problem cropping up and desired that
it should be sorted out at the earliest. If the Department pays any
amount to clearing agent, the responsibility of taking refund from the

KPT should be that of the department and not by the some clearing
agent. '

fii) A copy of the report of the FIA may be obtained by Department and
furmshod to P.A.C.

3198 The pa.ragaph was deferred.

Iftehad Pesticides Kala Shah Kaku

3199. Shortage of raw material worth Rs. 371,426 (Para 34, page 38-ARCA).—
The paragraph was settled, subject to verification by Audit.

3200. Non-recovery of advances Rs. 71,750 (Para 35, page 39-ARCA).—The
PAC dropped the pamgraph subject to verification of recovery by Aud1t

State Cement Corpontion of Pakistan Ltd.

3201. (P&ra 563-564, page 215-ARCA).—Paragraphs were settled subpct to
verification by Audit.

Maple Leaf Cement Factory Ltd .

3202. (Para 595, page 226-ARCA).—Subject to - venﬁcatxon of‘ reply by
Audit, the PAC dropped the paragraph
Zeal Pak Cement Factory Ltd.

3203. (Para 630, page 235-ARCA).—The paragraphs were settled, subject
to verification by Audit.
Pakistan Engincering Compazy Ltd.

3204. (Para 670, page 246-ARCA).—Subject to verification by Audlt, the
paragraphs were settled.

COMPLIANCE REPORT 1979-80
P.LD.C. '
.3205. Loss of Rs. 60,569 on Account of Non-recovery of Advances from a
clearing agent (Para 960, page 288-PAC Report 1979-80).—Loss of Rs. 60,369 was
pointed out by Audit on account of non-recovery of Advances from clearing Agents,
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3206. The department now stated that the matter had been referred to N.F.C.
Audit pointed ot that the matter had been delayed as it related to 1979 and the
PAC was not concerned with the N.F.C. except that full fscts refzting to com-
pliance shou'd have been furnished to PAC. = The department explained that the
party involved had disappeared. The mamr was takcn to arbstratnon and was
pending in thé High Court.

3207. The Chairman remarked that when a directive was issucd by the PAC
it should be complied with and such delays would not be folerated as lt amountedto
wastage of PAC’e time.

3208. - It was directed by the PAC that’ the Ministry should go into it and fur-
nish a report. The Ministry must take note that P.A.C.’s ‘directives have always to
be complied witk strictly and promptly. The paragraph was deferred.

Harnai Woollen Mills L.td.

3209. Working. Results (Paras 400—403, pages 154-155-PAC Report 1979-
80).—The Committee had earlier directed that a straight case of subsidy in the
shape of injection of equity might be made out to the government on the ground
of poor location of the mills and its social cost. Audit pointed out that in fact the
position was the same and no action on the PAC’s directive had been taken., The
Department oxplained that a number of reviews were taken. The -number of
workers had been reduced to 600 agaianst 1000 workers the Mills had previously,
Manufacturing of all other cloth had been stopped and only the bianket section
was operating.  This was the oldest unit and was being run as welfare unit and not .

on commercial consideration. No one was acoeptmg M.D%s post although it
had been advertised many times.

3210. One of the mqnbers_smted that 'ﬁnancia; restructural propasls skould
be invited. The matter had been.referred to the Ministry of Finance which might
consider either to subsidise this unit or close these Mills.

3211. Awudit pointed out that the loss of Rs. 2.5 Crores per year was being
sustained by the Mills and it had accumulated to Rs. 99.5 Million. It was explai-
ned by the departmental representative that there was no electricity available to the
Mills besides the problem of labour in Baluchistan. The UNDP which was under-
taking a study had made eertam suitable suggestions which were being cons:- «
dered for :mplementauon '

3212 "The PAC finally oommemed that since the matter was wnth Mlmst:y
of Finance, ail'out cfforts slmuld he made to solve tlus problem.

3213. Pkys:cal ver:ﬁcauon of :mres ami stpck (Paras 404-405 page ISS-PAC
Report 1979- 80) .—The paragraph was sett!ed, subject to verification by Aud;t 777
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3214. Audu Comments (Para 957. page 287-PAC Report 1979-80).—It was
explained by the.Departmcnt that revised PC-I Scheme was under preparation
and would be submitted in due course. The excess expenditure incurred on balanc-
ing and modcrmsat:on Scheme would be regularised.

3215. The' P.A.C. directed that report should be submitted within .one
month. )

Talpur Textile__Mills Ltd.

3216. Disposal of the Mills (Paras 434—437, pages 161-162-PAC. Report
1979-80).—The PAC had suggested earlier that the question of appointment of a
liquidator for the mx!ls through the court should be considered without any further
loss of time as the’ court might take a very long time to decide the pending case.
1t was explmned by the departmental representative that the liquidator could not
be appointed in this case because it was not a company. Some efforts had been

~ made to improve the situation and the position was better now.

217 -Au;lit,pointed out that there was loss of Rs. 162 Million for which
- .something must be done. The P.A.C. did not make any observation, since the
-- things were -improving. & ’ : ‘

. : ‘Swat Ceramus

. - 3218. Quaixty Control (Para 899 pages 274-275-PAC Report 1979-80) —
- It was decided by the PAC earlier that an inquiry should be held as*to what went
wrong with the original report of the consultants about the suitability of Swat Clay
for the Ceramics Complex- Either the Japanese consultants were not fully quali-

_fied or the samples provided to them were not correct. A detailed report on this,
stating, inter-alia, the action taken against those departmentalfy responsible, should
be submitted to. the Publ:c Acoounts Comumittee. . -

3219. After heann g the explananon of the’ department the PAC dropped the
paragraph aud is issued the followmg directives :—

(1) Due ca.re shou[d be ta.ken n the selection of the consultants, initially.

(n) Departments should, in. view of the expenence -regarding, Swat Ceramics
etc ; and BMR of. Harnai Woollen Mills not tend to depend bhndly on

. consultant report, .
Nowshera DDT Factory :

:3220.  Profitability (Para 912, page 219-PAC Report 1979-80).—The PAC
had eatlier remarked that now only -Allum. was being produced by this Factory.
A paper should be submitted about what was being planned regarding this Factory
now and about the proposcd PVC pro;ect and Whether the stocks would be dis-
posed of. _ ‘ -
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' 3221, The. department explained 'that the Factory was running on profit
now and the latest'profit was Rs. 518.000. They had dispos¢d of the old stocks and
closed DDT manufacturing and shifted over 1o other products. The paragraph
was settled by the P.A.C. :

Javedan Cement Ltd. Karachi

3222, (Para 138, page 40-PAC  Report 1979:80).<=The PAC was-of the view
that the policy seemed to be discrimipatory in the matter of compulsory with
drawals, like price differential and development surcharge and export of Javedan’s
Cement by the SCCP. The company’s financial position was weakened, with-

- out safeguarding the interest of the minority share holders.- Rs. 66 Million were

paid to the company at a Jater stage as subsidy, but it was not accepted as a counter
balancing factor. The evaluation report pointed out that 11,840 tons of Clinker,
velued 2t Rs. 2. 50-Millior, had been contaminated and lcst. “ The PAC, had called
for a report about the matter.

3223, The department explained ‘that in this case uncantrola.ble snuafxon
arose which was perhaps due to. non-takmg of proper secunty measures, 'The
report had already been submitted. Reasonable stens were bemg taken now.

3224 The PAC directed that mana.gement should be careful in future and
dropped the paragraph

Gharibwal Cement L’td., Lsﬁore

3225 (Para 140 page 41 dmipafra 1019, page- JOI-PAC Report 1979~90) —{t
‘was held by the PAC earlier.that-Uniform policy for charging of depreciation should -
be adopted in all the cement units. The department explained that a Uniform
policy was being adopted in t;:e Cement l_:flnits. : '

3226. The PAC dsopped 1he paragraph subject to verlﬁmtlon by Audlt

National Petro Carbon Ltd

3227. -(Paras 946 and 947, page 298 P AC Report 1979-80).—This was a case
in which the P.A.C. had directed that a prover eéxplanation as to how the figures of
the revised estimate etc. were arrived at, should be submitted.  The -Audit now
pointed cut that actual expenditure was Rs. 170, 367 Million against approved
Cost of Rs. 154.270 Million as per revised PC-1. ~This required revised approval
to the revised PC-1. . The departmental representative explajned that .2 case had
a.lready been submnttcd to the Pla.nnmg Division and.the report would be sent to

' lhc PAC when recewed The paragraph wa%deferred



88 _ MINISTRY “OF “PRODUCTION

- 3228 'Repligs,ﬁhder 'ver[ﬁc.tii'o}r.—a-Rgplies ta the following paras were under
verification by Audit. T-hesg were settied subject to verification by Audit.

- s - Page No.
Para No. of PAC Report 1979-80 of PAC
S : Report
1979-80
a2 - . - .. 39
L P . . 4

' PERFORMANCE EVALUATION OF PUBLIC SECTOR ENTERPRISES
Metropolitan Steel Corposation, Karachi (Pages 1—dd/Perf. Eval, Report Vol-I)

3229. The Auditor General of Pakistan explaining the object of Performance _
* Evaluation stated that these evaluations were stated to assist the management
through indentification of any major weaknesses in the area of operation and re-
commending’ cbrrtctivg‘f,mé@su;es to increase productivity. ‘The Performance
Evaluation Units did not in any way interfere with managements discretion in
Conducting their affairs. This was a new experiment and had brought depart-
meat and"Audit closer to each other. It was a sort of collective wisdom pooled
for efficiency and better results in the ¢riterprises. o

'3230. ' Introduction.—Metropolitan Steel Corporation Ltd. was established
as a Private Ltd. Company in 1959. The company was taken over by the Federal
Government on January 2, 1972. It was cusreatly fanctioning under the State
 -Engineering Corporation Ltd. * It had a total strength of 1330 employees including
the héad office employees. . R

3231.  Overall Assessment.—Financial position of the company was satis-"

- factory as a result of favourable operating result for five years ending Juve the

30th 1981. The profitability was highest in 1977-78 after that it was never as good
due to the following reasons :— :

(i) Redugtion in sales of hot rerolled products.
' @) Use of axpensive imported biltets,
(i) Competition from Private Sector.
© (i) Changes in Custom dty ratme.

Camy It was recommended that ship plate and scrap be explbred for use of
raw ritaterial and the government be approached to enable the compaay to avoid
butk import of billets through T.C.P. to save four pereent service charges of T.C.P.
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3233. (a) Areas of agreement with the Conolusions and Recommc. -ndations of
Audit - :
' @ The maaagement has taken measures for improvement in teporting of | _

stock transactions by the factory. ~ The ‘incidence of stocks items refiect-
ing credit balances in stock books has been eliminated.

(u‘) Arrangements have also been made to record cost in respect of various
" cost centres to ascertain costs of various products.

(iii) Constant raview of the systems and procedures was being carried outto
exercise better internal control for improving effieciency and to safeguard
company’s interest at every stage.

(iv) Internal Audnt :atrangemnt was being stmngthcned as suggested.

.(v) Maximum and minimum inventroy levels were being established as.
recommendad. - Lists of slow moving items were being prepared and
necessary action was being taken. t0 minimise inventory level. -

' (b) 'Areas of Disagreement with con clusion and recommendations of Audit.

(1) Receivable from Government Agm—-Management explained that-
from the recommendations it was implied that the company was not
- making efforts hard enough to realise its dues from Government Agancies.
The fact of the matter was tlmtbeCompnaywatmakingconstant
efforts for realisation of its dues from Government Agencies and Auto-
nomous Bodies directly through Sector Corporation and through the
. . Ministry of Production. The Audxt, however, -obssrved that the com-
_ pany had not identified the resultant improvement from efforts made in
. thisregard, The study on againg of debts as on June, 30, 1985 carried
.. . out'by the company showed a total outstanding of Rs. 562 Million
" of which an amount (i.¢. 19.5%) of Rs. 10.95 Million had ben out-
... standing more than 2-3 years.. This figure mcluded Rs. 7.74 Mllhon
_ outstanding against WAPDA. '

('n’) Use of cheap Raw Material.—The Managemcnt funher did not agree
-with the recommendation for use of cheap raw material in the form of
e locally gvailsble ship plates sold by’ the ship breakers. ‘They as'a Public
 Sector Enterprise must produce quah{y products to cater for the requnre-
* myent of projécts of national importance undertaken by thc public sector
o as well as for the quality conscious public at large. Reinforcement
.. ‘bars produced from Ship Plates dﬁvelop defects and were not safs to use
. in copstructions of Buildings.  There. had been cases of collapsing of
... - under-construction buildiag, structures mul'ms from;the usc of inferior
" qunhtznonsi.ruetmn material. As® pubh&sector corporauon it would
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not take chances with-the lives-and property of the people. It was

felt that the Government should enact legislation compelling the Builde

ing lndustry and private consumers to use only quality reinforcement

bars which meet with the laid down standards. According to BSS

4461, the raw material of which met:llurgical history was not known

should not ‘be used for reinforcement bars. It was therefore suggested

that the Government should make a law that raw material of which the

metalturgical history was not known, should not be used in production
of R_cini__'gggep;ent Bars.

The Audit was of the view that there were only two options left

with the company : cither to completely withdraw from this market and

to utilise the ge crated capacities elscwhere or to continue to incur losses.
The latter option was in company’s interest in the longer run and it

- was with this prospective that the management was asked to consider
. the desirability -of using ship plates to produce aiternative product to

cater for éntitely 2 different segment of consumers with low and mediom

.size income for reinforcing construction of small houses. Unless the

G

“company could at ledst breakeven by reducmg production costs and

increasing salgs-through intensified marketing efforts, it should either
withdraw from producing reinforcement bars or ﬁnd._alt_crnative ways
by modernising and.balaneing its production facilitics to use.cheap raw
materia}for producing small size bars largely used in small constructions.

Organisation & Personnel—The Manageinent explained that the maxi-
mum personnel strength was fixed at 1382 an attempt was made, not to
fill the Vacancxes lmmedlately which might cause dueto resignation,
super-—annuai ion or natural deaths as longas the affairs could: bemanaged
with temporary workers Due to this there was fluctuation of strength
in various yeais but in ‘no- case this fluctuation had exceeded the maxi-

- mum strength of (382, Overtime ‘payment bad been conrtolied and
" reduced: oonsnderably in subsequent panod The Audit héld the view
“that the critaria for fixing the maximum personuel strerigthi at 1382

with breakup for production and non-production workers in respect of
each plant, were not available. Apparently the maximum. strength

_abtaining at a part:cnﬂa.r time as-taken as standard strength. The opti-

- mum level of strength needs to be determined keeping in view the attain-

able capacities. Th:s strength might be. got apporved by the Board of
Dxreceors

(lv) Book™ Debts.—It was explained by the managements ‘that- concerted

“efforts were: ade by it directly and through Sector Corporation and at .
Mnmstry level for recovery of outstanding - dues- from' -Government
Agmi:ies dnd WﬁPﬁA Wwhich would: unpoSe penalt:es and recover
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liquidated damages at slightest infringement on the part of the manage-

“ ment but take their own time in paying their bills. - The situation was .
‘not the same in'their dealings with suppliers from private secter. The
Audit, however, further pointed out that Book Debts have been reduced
from Rs. 76.19 Million as at June 30, 1984 to Rs. 56.21 Million at June
30, 1985. _It was, however, not clear whether the reduction had occurred
in current debts or the old outstandmg debts had also been recovered.
Out of total debts of Rs. 6.68 Million outstandmg for more than three
years, debts of Rs. 3.58 M|I_hon were outstanding against WAPDA.
Rs. 1.16 Million against public sector enterprises and Rs. 1.77 Million
against private parties. Eﬁ‘orts needed to be made for recovery of
these debts i

#v) Prod’uctwn capac:ty utzlizatmn.—’l‘hc department explamad that the
Tables of production figures of hot rolled ‘products after -netting off
rolling of squares from total production give misleading impression of
the efficiency of hot rolling mills. - The Evaluation Cell staff of Audit

“have noted the exolanatwns about mill capacmes from published accounts
as under :— :

() Capacities are retained on historical basis,and' are not necessarily
attainable. A

(b) These are relative to product mix.

(c) .Larger the size and: quanmy for contm.uous run, la:ger the produe-
tion and vice-versa.

Inspite of the above, the concerned officers had applied their -
own yard stick for measuring efficiency and drawn a conclusion that

" the capacity’ over the four years 1978—S8i continused to remain
suppressed.  'When it was stated that the capac:tm werc rotzined on
historical basis it meant, that the .mils were capible of achieving
capacity production as indicated. It ‘could not, however, be
_expected that 44 years old units would operate with the same efficiency
as these units would have operated within 5/ 10 .years oi their

. installation. This vital factor had not been taken into consideration -
while forming the opinion about the cap'acity utilisation. The fact

~ should be borne in mind that operatxng of such old plant as it"
was, in itse)- an ac}ucvcment The re. rolhng mills efficicncy more or
_ less had remained constant and the fltictuation “in total tonnage was
purely on account of product mix.- h

“Thé Audst ‘held that the management’s argurnrnt that the fluctuation
in total-t5nnage was purely due to ‘product mix carried sonic validity.
The fact was that the uperanons of Bar Mill and 10~ Ber Mill bad been
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founid un-economlcal by. lhc management. The production on 107
Bar-Mill has almost been dtscontmued, whereas the closure of the Bar
Mill was under active consideration of the management. Since the
historical capacity was not attainable, a realistic assessment of the

(vi) Future Prospects—The department explained that Metropolitan Steel

Corporatiop strived to play its role in serving the nation by producing
_ quality goods for projects of national importance as well as for the -

common consumers in private sector. Thecompany management was
also aware that producing quality gocds was _costlier than producing
sub-standard goods with cheaper raw materials and indulges in unethical
and dubious methods. Government decisions however effect the com-
pany profitahility to a great extent, In the national interest it was
suggested. as. undcr —- :

Cal : (l) It should be. made obhgatory for the users of reinforcement bars in

-~ Paublic Sector-as well as Private Sector, by enforcing Section 9 of
the Ordinance No. XVIII of 1961 (Ordinance to provide for stane
dardisation and marketing of Goods) which provides. “The
Central Government gy prohibit the sale of any article which -
does not conform to the Pakistan Standard™.

(2) It lboﬂd ‘be madc compulsory for consumers of M.S. Bars and
Rods iti Government Agencics and Autonomous Bodies to use the
goods products from Pakistan Steel Billets only. The Audit ob-
-served that Company on its own cannot gride the consumers to

_ purchase products which are termed “quality [products”. Manage-

* ‘ment has stated ‘that ‘vse of ship plate has increased from 100,000
tons in 1979 to 800,000 tons in 1982-83, This is indicative of consu-

mers preferenoe over quahty products of the company. The com-

pany is advised to apprise the Government through sppropriate

channels quotmg full facts and figures, of its fears, that the invest-

-~ ‘mentby pnvate sw'tor m setting up wire rod mills is not in pational

| interest.

' 3234. The committee ‘had a detailed discussion on the replies of the manage-
'ment and Audit Comments thereon and observed thet systems. required a lot of
_improvement. - As for problem of receivable, and WAPDAs shift over to private

" sactor for their structural mqmremcn&l etc. due to low.price, the committee was
of the view that WAPDA had its own problems and a high level get-together of
both the orsamsatxgn could produce better results. The fields.of cooperatmn
oouid Bc uplored tht:ough these contacts. _As for othcr problems :
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3235. The Commitice made the following observations :—

(i) PSI should take effective steps to cnforce thc Pakistan Standards parti.
cularly of steel. Standards may not be confined only for the hi igh qua.hty
but various standards should be faid down for different uses. .

. {i n) ‘A possible association of quality producers may bc fornied to undertakcr
- publicity of standardised products.

3236. Points not discussed to be treated as settled.—-The Committee did not
make any observation on other points/paragraphs of the Appropriation Accounts
Audit Reports 1981-82 and ‘Compliance on the PAC Report for 1979-80. There,
would be deemed io have been settled, subject to such regulansatxon action or
recovery as may be necessary under the rules.

3237. The Committee then adjourned to meet at 09 00 a.m; on Sunday, the
30th March, 1986. _

M. A. HAQ,
. _ ' . Secretary,
Islamabad, the 8th September, 1986.



94
NAT!ONAL ASSEMBLY SECRETARIAT
R Sunday, the 30th March 1986
Fifth Sicting (PAC)

-3238. The Public Accounts Committee assembled at 9.00 a.m. in the State
Bank Building, Islamabad, to continue the examination of the Federal Accounts
for 1981-82. The following were present :—

P.AC:
(1) Sardarzada Muhammad Ali Shah, Member, National
Assembly .. - . .. Chairman.
(2) Rai Anf Hussain, Member, National Assembly .. Member.
'(3) Ch. Muhsmmad Sarwar Kl'an, Member, Natiqnal o
Assembly .. . . .. Member.
(4) Mr. Shahabuddin Shah H.ussamy, Member, National
Assémbly . .. .. Member.

(5) Mr. angul Aurangzeb, Membcr, National Assembly .. Member
National Assembly Secretariat :

(1) Mr. M. A. Haq Secretary.
(2) Ch. Abdut Qadir, Joint Secretary.
(3) Mr. Muhammad Aslam, Deputy Secretary.
(4) -Mr. Gulmr Ahmed, Officer on Special Duty
Audit :

(1) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan.

" (2) Mrs. Suraiya Hafeez, Deputy Auditor-General (CA).
(3) Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ord.).
(4) Mr. A.A_ Zaidi, Deputy Auditor-General (A&R).

(5 Mr. Muhammad Saleem Siddiqui, Accountant Jeneral, Pakistan
Reovenues.

(6) Mr. M. S. Amjad, Director General (PEC).

(7) Mr. Javed Akhtar Sheikh, Diroctor (PEC).
Ministry of Finance :

(1) Mr. Tanwir Ali Agha, Deputy Secretary (Budget).

(@) Mr. S. Patogh Naweed, FA (Production).
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3239. Accounts examined.—~Accounts pertaining to the Ministry of Produc-
tion were examined by the Committee during the course of the day The following
depan.mcntal reprosontatives were - present ;— -

(1) M . Hasan Zaher, Secretary.

(2) Mr. Abdul Ghaloor Mirza, Joint Secretary.

(3) Mr. Masrur Hasan Khan, Chairman (PIDC).

(4) Maj. Gon. M. Saced Khan, Chairman (SEC&PACO).
(5) Syed Birjéss Asghar, EX-MD (PSL).

(6) Mr. Zaheer Ahmed Kban, Chairman (NFC).

() M. A. Qidwai, M.D. (NFML).

(8) Mr. M. Nasir Butt, M:D. (PFL)..

(9) M. Sikandar M. Khan, M.D. (Millat Tractors Ltd.).
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PERFORMANCE EVALUATION OF PUBLIC SECTOR ENTERPRISES

Pakistan Switchgear Limited lnhore {Pages 49—92/ ferl‘ Eval. Report-—-VdumeJ)

3240. (a) Objectives of Performauce Evaluafwn —- Therc was 4 general agreo-
ment on the objectives of performance evaluation between the Mangement and
Audit. The mandgement was of the view that the Audit wanted 1o see every
thing in ideal condition, which did not exist in the Industry. The Audit, however,
brought out that its recommendations were pragmatic, bused on obejective assoss-
ment of constraints, weaknesses. After giving due consideration torthe points of
view of the management the recommendations for broadening the production
spectrum of H.T. equipment and import of technology for H T. equipment like
SF-6 circuit breakers were pregmatic and have boen agreed to by management.

(b) Area of Agréemeﬁi between Management and Audit—There was general
agrooment on following points raised in Performance Evaluation Report :—

(i) Production.
(ii) Purchasing Function. i
(iii) Marketing

(iv) Personnel.

(v) Management Systcm..
(vi) Future Prospocts.

(c) Areas of Disagreement—Financial data & analysis.—The Audit observed
that there was scope to increase sales and thus to utilize considerable idle capacity
and also to docrease cost of sales, which was high. The Department, however,
emphasized that all possible steps were taken to boost sales but use of capacity was
dependent on demand. The goods, were produced according to  customers orders.
The Department, however, promised to do their best in this respect. Audit still
was of the view that arrangoments for monitoring the production loss were required
to -bo made. :

(d) Stores & Stocks.—The Audit submitted that inventory level had increased
by 224.7% during 1979-80 and by 114.8% in 1980-81 due to higher purchases,
as compared to consumption required, and as such control over store purchase -
~ was neoded. The management held that stores were procured in bulk when
orders were anticipated and camoe down to normal when orders were met. This
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had a decreasing trend quantitatively. The Audit, however, was of the view that
management stand was not supported by Facts as following was the ratio of consum-
ption as compared to inventory held during the last 4 years :—

1981-82. 1982-83 198334 1984-85

59.6% 60.1% 71.0%, 62.0%;

3241. Marketing.—The management did not agree with the suggestion that
sales promotion activities need to be strengthened through setting up a marketing
net work as under the existing turnover, semng up of new sales officc was not
economical.

3242. The PAC informed that this was old established Company known as

** Boglish Electnc Company ™ and was purchased in 1973 as unit of PECO. It

was manufacturing circuit breakers, insulators, switchgears etc. It was further

stated by the Department that the company was negotiating manufacture of
circuit breakers with Yugosiavia.

3243. Inreplyonaquestionthe Ministry stated that Yugoslavian Technology
was acceptable to WAPDA, although they preferred R.C.A. The Western prices -
were higher and they were not prepared to the transfer of Technology. The
Yugoslavian were installing their machinery as equity and their circuit breakers
(H.T) ‘were also accoptable to WAPDA. The nogotiations were in process, and
in another fow months the management shall be in a iposmon to finalise and ex-

pectad production by the end of this year.
3244. ThoP.A.C. afterdetailed discussionissuedthe followmgd.n'cctxons —

(i) Due care should be exercised when the equity participation be in the
form of machinery.
. (i), A strict inventory control may be initiated in the project.
(iii) Redundant staff may be done away with as far as possible.
(iv) Financial restructuring may also be considered, to improve the working
of the project.
Millat Tractors Ltd., Lahore (Pages 93—131/Perf. Eval. chort-—Volmne—l)

3245, Introduction.—The Company was’ origina.lly incorporated in 1964
under the name of * Rana Tractors and Equipment Ltd’. It was nationalised in
1972 &nd ronamed as Millat Tractors Limited (M.T.L.).  Its paid up capital
at the-end of 1982 was Rs. 13.82. nnlhon‘ It hadanmml capacity of assembling

7,500 Tractom.
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3246. Overall A';r.ses smenl.—Millat Tractors Ltd., has been rated as one of the
best units in Publtc Secmr 1t was quoted highest in Stock Exchange Market. It
had a revenuc reserve of Rs. 43 million and total assets valued over Rs. 405
million at the end of 1982. Animportant objective of i import substitution of tractor
components was-achieved by encouraging private enterprises, The percentage of
local production of tractor components which was 28 % in 1980 wifl be 85% by
1987.

3247. . The department explained that only Crank Shafts, Connecting Rods,
anunct:on System and somc other small value Electric items were being imported,
which were ot considered practical to manufacture locally at low cost. There
is no incentive in mdlgmsatmn of these items and as such the company has no
proposal to incredse this percentage in the near future.

3248. Refund of Custom Duty.—Custom duty amounting to Rs. 36.1 crore
pald to goverament as lmport duty was received from the customers as part of
price package. It was waived by the Government and refund was obtained in
1980-81 & 1981-82. ‘This refund was taken as income by the company.

3249. The Audit held the view that refund was due to the customers from
whom the money was recovered. The department explained that the refund was
not made to the customers who paid it as it was not possible to locate them. It
was however passed on to future customers by charging them Jower price as com-
pared to actual escalation in purchase price of CKD Tractors.

3250. The Chairman observed that company also took credit of income tax,
in addition to refund of import duty. There appearod to be some point in adop-

ting the above course. It should be ensured that such thing did not happen again.

3251. MarKeting and Sales Five Brands of Tractors viz MF, FIAT, IMT,
Bulorus and Ford had been standardised by the government for progressive
manufacture in the Public and prwate sector. In private sector, other Brands of
tractors in completely build up or semi knocked down condition weré being impor-
ted. This could lead to increase undcr utilisation of existing assembly capacities
of the company. '

3252, It was exp!amed that Market Share of M.T.L. was 41 % currentiy and

' Vb alance of the market was in the hands of other parties.

3253. The PAC observed that Multiplicity in the Brand of tractors being

" imported needed to be limited. The Brand with a record of sucoess in progressive
. manufacture of components lom.lly needed to be encouraged A pohcy decxslon

by government was requlred

© 3254, DealerOrganimt:on.w—There had been very slow increase in numbor of
dealers inspite of ingrease in sales. The Marfagement explainod that the number
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“of Dealers had now been mcreascd from 22 to 31 and main dc'ilcrshup hdc been

established at each District Headquarter. Slmliarlv 'Sparc Par1= D(‘J.k s Imd also
been increased from 59 to 62. :

P

3255. The PAC obsberved that there was need for suitable increase in the
number of Dealers, and these should be net-work of Spare Part Dealers, Service
and Repair facilities to enable the farmers to develop mechanised farming.

3256. Delivery time of tractor 1o custoners. —The department explained that
time of delivery was being reduced from 5-1/2 to 3-1/2 months. The interest ‘was
paid to the customers on the amount deposited in Advance, one month after the
oncashment of the Bank Draft. Thus the cost of utilizing of customers advance
works out to 109 against 149 paid in borrowed funds '

3257. It was observed by the PAC that the period of delivery should be for-
ther decreased by increasing production and the A.D.B.P. might consider to en-
hance its allocation of loans for tractors, improve the off-take of Ioc':‘a.lly' produced
tractors.

Pak-Amercian Fentllzers le:ted Iskanderabad (Pagts 1—39/Perf Eval. Report
Volume-II).

3258. Overall Assessment.—The Company which is the oldest in the country
started production in 1959, The management of project was transferrred to
N.F.C. in August, 1973. Its paid up share capital was Rs. 90 Million. The
company had monopoly in the local production of amoniym sulphate. Ex-
Factory price was fixed by the Government, allowing a.rcturn of 20% over the paid
up capital. The factory had a designed capacity of 50,000 Tons which was in-
creased to 100 000 Tons in 1977. . The- factory kept running at optimum capaclty
due to managerial dedication.

3259.. The machinary, being very old, it had heavy “maintenance costs:
Experts from Romama China and the World Bank were mv:ted to’ suggest ways:
and means for prolonging the economic Life of the plant. They récommended
complete replacement. The World Bank, however, agreed to finance a pmgrmmne
for replaoement or renovation of certain components mvo]vmg a capltal expen-
diture of Rs. 110 Million.

- 3260, It was explainod by the mimgenﬁntnt:ha;;due to. heavy maintenance

costs, its production cost-per ton was very high. - Although attempts were “being

made to run the factory at- capacity, but factors hl:e load shedding of gas for.two

. 10 three months effect. The production very badly. To xmplement the recomnd&-

tion of World Bank, PC-1 has sirice been prepared. The fax:tory will have to l{e

" modernised ‘or closed ‘down.-
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3261. After examining the performance Evaluation R.epon and explanation
-of the Dopartmont the PAC made the following recommendations :—
(1) The plant being very old, its maintenance consequently was.very high.
) Management should expedltc submission of study report to government
in view of the importance of the problem.
(ii) The management must find' some solution to the problem of gas 1oad
shedding, which adversely effected productwrty of the Factory

Plk-Arab Fertilizers Limited Multan (Pages 40-—99/Perf. Eval. Report Volnm&ll)

3262. Intreduction.—Natural Gas Fertilizer Factory, predecessor of Pak,
Arab Fertilizer Ltd., was set up by WPIDC in 1962. The National Fertilizer Cor-
poration took over control in May, 1974. In July, 1975 a new company * Pak-
Arab Fertilizer Ltd.” was formed with foreign participation. The existing facilities
were contributed: as.part of N.F.C. equity. New machinery was installed: by the
company with.a Financial outlay of over Rs. 2.511 Million. The annual capacities
~ were: as under ;—

Calcium-Amonium Nitrate .. — 450,000 Tons.

tro-Plosphate .. - . .. 304,500 Tons. -
Urea. ' .o .. . .. 59,400'Tons.
Total .. 813,900 Tons.

3263. Overall Assessment.—The original PC-] prepared in June, 1972 estima-
ted the projoct cost at Rs. 832.4 Million. Due to improper assessment of magni-
tude it has three succossive revisions in 1975, 1976 and 1981. Thedelayin execution
resulted in throe times increase in cost, which was Rs. 2500 million up to 1982.
Tho material consumption ratio was high and product quality failed to con-
form to required specification. Full capacity utilization of Plant could not be
achieved.. The prices of fertilizers were controlled and profitability of the com-
pany was. cstablished by payment of subsidy to provide a 159 return-on equity.
The.rate of return as adjusted was payable to tlie.company’s foreign pasticipants
in fosoign exchange. There was a proposal to increase.capacity of its Urea Plant.
The. feasibility of expansion of Urea production needed to. be rc-assessed by in-
cluding possibilities of export at international prices, in view of the-fact that

countyy was already surplus in Urea.

3264. It was observed by Audit that import project ratios were much lower
than. what these should be. Even designed ratios were not being attained. If
the government undertook to stop subsidy over fertilizer, were there any plans with%
the management to face such a sntuanon, and would it be possxble to compete with

unpotted fartilizer ?
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3265. The management explainod that such possibitities were under study
and they were locking for such eventualities and the de-regulation would be faced.

3266 The Chairman remarked that due to low cost of gas, n would not be
feasibille to compete with Middle East imdustries whereas in our country gas rates
were increasing and something must be done in this respect. Therc were two
approachcs ; one was Industrial approach ; and the other Agricultural approach.
If fertilizer production cost was more there would be less consumption, less crops,
high prices of wheat etc. Something must be done to improve defects of planning,

3267. The Public Accounts Committee made the following recommenda-
tions :— :

(i) A thorough study for better planning shouldbe carried out both from
the industrial and cultivators points of view.

(ii) The way of reducing cost of production of fertilizer must be found as
it may not be possible to compete with imported fertilizers after the
withdrawa! of subsidy. :

National Fertilizer Marketing Ltd. Lahore (Pages 100—152 Perf. Eval, Report
Volume IT)

3268. Introduction.—N.F.M.L. was established in June 1976 with a paid up
capacity of Rs. 500,000 subscribed by N.F.C. and its manufacturing. companies.
The main objective was to manage nation wide sale of all fertilizers produced by
N.F.C, manufacturing units. 1t sales represented 44°; of total fertilizer sale in
the country. It had a network of 1500 dealers and 58 rented storages all over the
country. : : )

13269. Overall Assessment-~N.F.M.L’s rate intially was. of a sales ageat,
appointing dealers, but was subsequently expanded to purchasing fertilizers
from manufacturing units, storing it, and selling it to the appointed dealers. - Under
the purchase terms, the payment was required to be made, within 48 hours of receipt
of Bill to the manufacture. Following which N.F.M.L. was liable 1o interest
whereas sale to dealers was on credit. :

3270. The Company drow up a programme to construct its own bulk storage
godowns as against existing hiring of small stores. A loan of Rs. 35 million was
sanctioned by ADBP. Three such bulk storage godowns were oonstrucl!ad at a

cost of Rs. 66.5 million as Phase-I of the Scheme.

3271. The Audit pointed out that the bulk storage scheme noeded re-apprai- |
sal due to foHowmg factors =—— . :

(i) Bulk storage would cost * Rs. 158 as anaual expenses per ton.of stotago :
- _capacity against comparable cost of hired space of Rs. 44.93 only,: - |
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(i?) More manpower would be required to handle these bulk storage arrange-
ments, ’ :

(iil) Additional transport cost wculd be involved for transportation of stores
from fattory to°these godowns and again from thesc godowns to dealers.

3272) The Department. however, explained that bulk storage scheme had
been conceived after taking into account the national constraints of transpc rta-
tion by Rail/Road and the nced to move the locally produced fertilizers nearest to
the consumption areas for seasonanl consumption. Thus the consultants and
Ministries concerned considered that the Fertilizer units could remain in production
throughout the year, while the products could be moved out through optimum
utilisation of Rail/Road system.

" 3. Running of Block trains to fewer destinations was an important factor

in the Sclieme, as the Railway was unable to provide wagons for multiple number

~of stations.” It was also psinted out that annual expenses for per ton storage

capacity will not be more than Rs. 58 as against Rs. 158 worked out by Audit.
It also not rational to compare cost of bulk storage with hired storage.

© 3274. The PAC after going" through the Performance Evaluation Reports
and reply of the department thereon made the following recommendations :—
(i) Auditshould lookiinto the working of rate of Rs. 57.47 per ton storage
* -capacity as worked out by the management.
(i) A study may be carried out 10 1
(a) Assess requirements of reasonable number of storages.
(b) Reduce transportation charges and cost of sales to the minimum.

Tarbela Cotton spimming Mills Ltd; Haripur (Pages 1-02 Perf. Eval. Report
. Volume-ITH) : , ,
3275 Overall Assessment—The mill was set up to _provide- employment
opportuaities 1o the persons displaced due to formation of Tarbela Dam Reservior.
The capital cost of the project had been increased to. Rs. 122 million against
Rs. 63.65 million shown in the originai P.C.I. Actual expenditure of Rs. 120
million had so far been incurred which includes Rs. 35 million as national cost of
plant and machinery supplied by Chipa.

-+ 3276. It was pointed out by Audit that the unit during the first year of jts
operations had incurred a loss of Rs. 10.28 million, against profit of Rs. 11.1
million mentioned in P.C.I. During 1983-84 there was a loss of Rs. 26.34 million
- and during 1984-85 (up té March, 1985) the less was of Rs. 23.96 million,. The

provisional accouats showed a further loss of Rs. 24 million from April, 1985 to

Jauuary, 1986.. Thus 3. total loss of Rs. 112 million was incurred during the
last 5 years.. ' The project did.not appear te become a financially viable unit even
_ in distant future. The possibility of dis-investment was required to be considerad.
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3277. The Management oxplained that Mill was conceived to provide live-
Ivhood to evicteer of Tarbsla Dum.  Considering the Social Economics importanee
ol praject, preposal for financial restruciuring had been sent to the government and
was under consideration.  Efforts for disinvestment were also made through puablic
advertisement by inviting bids but no olfer was received.  The Committee appointed
by Government was negotiating sale of the project against bids/offers through
N.D.F.C. ' \

3278. The PAC afier hearing the department suggested as uﬁdcr —
(1} The price of free gift should not be exhibited ir the Balunce-Sheer.

(i)} In absence of any other solution. the possitility of suitoble disinvestment
may be. considered. : _ )

Harnai Woollen Mills Ltd., Harnai (Pages 43—99/ Perf, Eval. Report Volwme-11)

3279. Introduction—The mill was sct up by PIDC in 1953 at Hernai in
Baluchistan with objectives of generating Socio-Economics benefits by providing
work to local people, in addition to utilization of irdeginous wool available in
thearea. 1t had 1094 employees_ on rule, which came down te 560 during 1984-85.
The project was now a constantly losing concern.

3280. Overall Assessment.—The project had a paid up capital of Rs. 5 millior
upto 1980-81 against authorised capital of 15 million. Except during 1974, the
Mills had been contiruously declaring profit during 1961—77. Serious problems
arose after a scheme for balancing, modernisation and expansion was carried out

during 1975—78, at a-capital cost of Rs. 19 niillion. The scheme was over ambiti-
ously prepared.

3281. While explaining their difficulties the Management stated that the
Baluchistan Government was not prepared tc take over Harnai Wollen Ltd., nor
it was possible to dis-invest the money. The labourers also showed their inability
to manage its affajrs. The Mills were located in far flung areas and thus it could

-not react to the market not it were possible to compete with private sector. The

Communication/Road lirks were very poor and it took days to contact Karachi
oven on telpephone Electricity had also not yet been provided by WAPDA. The
Mills were sole suppliers of woollen cloth to Governmeat but this conoession
had also been  withdrawn which was the main factor of the feilure of Harnai
Woollen Mills. The Management, however, was of the view that the affairs could
improve if Police Department and Army should place orders to meet their--

requirements on negotiated prices as the Mills were not in a position to compete
with private sector. ) '

3282. - After discussipns, the PAC recommerided that a through study of
problems should be carried out by the management which should some with some
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reasonally ‘workablc proposals. The PAC made the following recommenda-
tions : '

(i) More political commitment at all enlisted for this Mills, Efforts should
be made to sccure policy decisions, so that orders for the Police and
Army are as possible placed on this mills on negotiated terms.

(i) Telephone and Electricily need to be provided for the Mills at the earljest
possible, to make it more viable,

(iii) A Committce of experts should be appointed to make specific recommen-
dations within two months about measures to be taken for making the
Mills more viable.

(iv) Old stocks lying in the Nhlls should ‘be disposed of as eatly as
possible, to obviate further deterioration.

3283. The Committec then adjourned Sine-di .

M. A. HAQ,
Secretary.

- Islamabad, the 8th September, 1986. -
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NATIONAL ASSEMBLY SECRETARIAT
Wednesday, the 27th August, 1986

Eleventh Sitting (PAC)

*690. The Public Accounts Committes assembled at 09.00 am. in thc
Parliament Building, Islamabad to continue the examination of the Federal
Accounts for 1982-83. The following were present :—

PAC:
(1) Sardarzada Muhammad Ali Shah, M.N.A. ..~ .. Chairman.
(2) Sardar Aseff Ahmed Ali, M.N.A. - .. . .. Member.
(3) Rai Arif Hussain, M.N.A. .. . . .. Member.
(4) Ch. Muhammad Sarwar Khan, M.N.A. . ..- Member.
(5) Nawab Muhammad Yamin Khan, M.N. A . .. Member.
(6) Mr. Miangul Aurangzeb, M.N.A. .. . 7 Member.
(7) Malik Said Khan Mohsud, M.N.A. .. .. ... Member.

National Assembly Secretariat : ' '

(1) Mr. M.A. Hag, Secretary.
(2) Ch. Abdul Qadir, Joint Secretary.
(3) Mr. Muhammad Aslam, Deputy Secretary.
(4) Mr. Guizar Alimed, Officer on Special Duty.
Audit :
(1) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan.
(2) Mirs, Suraiya Hafeez, Doputy-Auditor General (CA).
(3) Syed AfRtikhar Shabbir, Deputy Audifor-General (Co-ord)
(4) Mr. A.A. Zaidi, Deputy Audltor-General (A&R). ‘
(5) Sh. Muhammad Sadiq, Accountant Genoral, Pakistan Revenues
(6) Mr. M.S. Amjad; Director General (PEC). _ .
(7) Mr. Ahmad Nawab Qureshl, Director General, Commemal Audit.

. Ministry of Finance :
" Mr. S. Farogh Naveed, FA (Productnon)

691. Accom.'s exammed —Accoum.s pertaining to Ministry of Prodmon
moxammedbytheCommlueedurmgtheooum of the day.

*Patagraphs upto 589 pertain 10 other Ministries/Divisions,



106
- ‘MINISTRY OF PRODUCTION

#97. The Committee took up for examination, the Appropriation Accounts
ete., portaining to the above Ministry. The following departmental representa-

- tives wcrc precent —
@) M. Zafar Iqbal, Sccretary.
(2) Mr. Abdul Ghafoor Mirza, Joint Secretary.
" (3) Mr. Zaheer Ahmed Khan, Chairman (NEC).
| _(4)" Mr. Saadat Khan, Chairman (FCCCL). -
~(5) Mr. S. Salcem Abbas Soclani, Chmrman (Pak Steel).
(© Mr. Kanwar Idris, Chairman (PACO)-
{7 Mr. Javed A. Farood, M.D. (ALL &_sﬁr_.).

(8) Dr. M. Usman Faruqui, M.D. (BELA).

(9) Dr. Sharafat Ali Chaudhry, M.D. (Quaidabad Weolten Mills).

(10) Ch. M. Ashraf Waraich, M.D. (Harnai Woollen Mills).

an M. RashedH Lodi, M.D. (Pak. Iran Tostile).
..(12).Ch. GS. Mustaq, M.D. acnp.

. (13) Mirza Nasan Ahsied, G M. (F&A) P.LD:C.
’. (14) Dr. Inli_iaz A. Khan,Cha-lmm (SCCP).

963. This Ministry controlied the following grants =

" 'Grant No.

‘8. No. | Name of Grant -
I Mmlstry of Production e 107 .
7_ Cap}tal Qu,tiay on. !ndu!ltml pevelopment S 188 ..




T ———

T T

MINISTRY OF PRODUCTION 107
'APPROPRIATION ACCOUNTS

694, Grant No. 107—Ministry of Production (Page 718-AA).—According to
the Appropriation Accounts the grant closed with a net saving of Rs. 66,487. 'While
commenting on excess/saving under different Objects of this grant, the Audit
observed that all such excesses and savings should have been covered by the De-
partment through Reappropriation. The Committee did not make any obsen'a-
tion on this grant.

" 695, Grant No. 186-—-Capital' Outlay on Industrial Development (Page 722-
AA).—Audit pointed out that there was an excess of Rs. 149,588,114, - This excess
included an amount of Rs. 90,775,114 which pertained to the year 1980-81.
Sumlarly an amount of Rs. 58,813,000 was also shown in the Appropriation
Accounts, dus to adjustment carried out by Audit against short booking -duritg
1980-81. i

696. After listening to explanation of the Dcpa.rtmmt the. Committee - -
reeommended the regularisation of exoess.

COMMERCIAL Accoum‘s

697. Pakistan Industrial Development Corpomion (Para 3, page 12-ARCA) —
The accouats of five units of PIDC for the year 1984-85 iere not furnished to
Audit. The accounts were required to be got Audited and approved by the' Gene- -
ral Body within six months of close of the financial year. The Department ex-
plained that the accounts for 1982-83 had since been furnished to. the Audit ¢n
14-3-1984. . Audit, however, held that the accounts had not, been furnished so far.
The departmental representative explained that one of those units was Larkana
Sugar Mills which had certain local problems. Strict instrugtions had been issued
tothoumtstocompiaqthpm and furnish these to the- Commercwl Audit,

698 ‘The Commnttee du'ected that the accounts for 1984-85 of ﬁvo units of
PIDC should be furnished to the Commercial Audit without any further delay and

LDcpa.mnentshouldensurethatthese mnotdnlqyedmﬁmzm

699 Operanonal Workmg Resufts (Pam 497, page’ 227-ARCA) —-Audu N
pomtad out that opemﬁona} wqrhng rosults” of eomplewd projects disclosed’ fiet - -
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profit of Rs. 3.206 ‘million aﬂ;or adjustment of abnormal losses on two projects
as detailed below :— '
(Rs. in million)

Completed Project . Profit{Loss

Bannu Sugar Mills .. . .. .. 17.658
Larkana Sugar Mills .. .. . .. 5.413
Cotton Ginning Factory, Piranwala .. . .. .. 1.347
' 24.418

Less : Losses On :
Tarbela Cotton Spinning Mills .. . L 9.4
- Talpur Textile Mills ... e (1.465)
(21.212)
3.206

700. The hcavy losses in mpect of the Tarbela Mllls wmanted review of the
working of the project by experts for adoption of remedial measures, while the
liquidation process of Talpur Textile Mills need to be expedited to avoid heavy
losses. The Department explained that the consultants were preparing a report
for carrying out the modification to improve quality of yarn. The Talpur Textilo
Mills was joint venture of PIDC and Fateh Textile Mills. Suits/filed by PIDC
& M/s. Fateh Ltd., the Partner’s against each another were pending. The Mills -
aleo stood attached by the Income Tax Department. The possibility of arriving at
settlement between the partners was being explored. :

~ 701.  Audit at this point reported that Tarbela Cotton Mills were being dis-
invested by PIDC. - The Chairman thereupon wanted to know the terms of dis-
investment. ‘The Department explained that negotiations were being carried out
on fixed assets basis and 259 advance payment. ‘The capital loss was estimated
at about 88 million, and the loss as on 30-6-1986 was Rs. 13 crores. Audit, how-
ever, observed that this was a subject for special Audit. The Committee observed
that a Special Audit of the sale terms of Tarbela Cotton and Spinning Miils may be
carried out and areport furnished to the PAC during its next meeting.

702. Advances Deposits and Pre-payments of Rs. 10 Million (Para 498, page
227-ARCA).—According to Audit against a total amount of Rs. 10 Million out-

standing on this account as on 30th June, 1982 there were doubtful advances of ‘

Rs. 0.727 million in the accounts. The Department explained that the amount
of these advances, deposits and pre-payment had been considerably reduced-and
the prmcnt posmon was, that thn amouant of such outstandmg was only R.s 2.24 .
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million and was fiirther being réduced. An amount of Rs. 6. 36 lac was outstand-

ing on account of House Building Advances and anotber major amount of Rs..

5.88 lac represented Sundry creditors.  Audit observed thar there appeared to te

" something defective in the system. Overall control was required to be reviewed:

" and the Department should come up with full details when the accounts for 1983-84
are presented.

703. - The Committee, directed that the procedure should be tightened up and
overall control of Finance may be reviewed. A detailed report of Advances cxceed.
ing Rs. one lac may be furnished to the PAC.

704. Smdry Debrors of Rs. 3.907 Million (Para 499 page 228~ARCA)-—-
According to the Audit Report an amount of Rs. 3.907 million on account of
Sundry debtors was outstanding as or 30-6-1982. This included unpand rent of"
Rs. 2.30 million, out of which a substantial amount was disputed and was out-
standing for several years. A sum of Rs. [.579 million was outstanding for a period
of 2 to 18 months and no provision for doubtful debtors was made. Such things
affect the profit and loss position of the PIDC which should be taken serious notice
of. The Department explained that an amount of Rs. 16 lac was ouststanding
‘on account of rent increases, to which the tenants did not agree. An amount of
Rs. 1.37 luc-was under litigation and negotiations were being carried out with the
tenants in respect of disputed claims. * These were very old cases and some- of them

~ pertained to the year 1960. The Chairman observed that the Department should
-have come with full details. The Department should take it senously and provide
a complete tist of outstandmgs of Rs. 2.3 million. ..

705. The Committee directed that report on the subject with full detan ls of
outstandmgs in this case may be provnded to the PAC. '

706. Phys:caf Venﬁcatmn of Assets (Para 500, page 2286A.RCA) ~—Audit in
their report observed that physical verification of assets was-not being carried out
in order to ascertain physical existence of assets. The Department explained that
there was 2 delay in carrying out physical verification due to reorganisational pro-
cess.  The instructions had been issued and physiwl veriﬁcation was being carried .
out. . ' ; o ‘ :

707 The: Comm:ucc observed that this was a senous om:ssxon and the
Dcpartmcm should ensure thax such thmgs shou}d not happen agam )

- 708. Pak-fran Te:mle Mills Ltd: (Para 507, page 231~ARCA).—~A0cordmg
to Audu, the above Mills incorporatéd as a Public Limited Company, with-an
_authorised mpltal of Rs. 600 Ml!hon, started asa joint venture w:lh Iran fer the
social uplift of the. backward region of Baluchxstan “The paid up capital was
'Rs: 268.30 million of which 51% was contributed _by Pakistan through PIDC
and the remammg 499, by Iran, The Company set up. iwo Pextile: ‘Mills, Lasbella
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Textile Mx[ls Lt.d.. Utha:l and.- Bol&n Texnle Milis Baleli (Quetta). ‘The two mills

. wereto be campfetedm May, 1978 and June, 1979 Tespectively but were completed:
‘Jate with a total cost of Rs. 670.76 xmlhon which was 52 9 higher than that envisag-
ed in the original plan. The - commercial production in both the Mills started in-
1979-80. ’I‘he workmg-xesults of the 2 mills were given below :—

(Rupees in rmlhan)

ST 198384 1982-83 198182 1980-81

Sales . G e 62.490 107.106 155.216 116.720
Cost of Sales v .. L1BB.964 215314 275.188 215.723
Gross Loss - oo 126:474 108.208  120.072  99.003 -
Operating. Expmts 1 o 131.748 12'9.645 . 85.795  61.046
Operatmg Lost L asBam T84 205.867  160.049

: - Both tho Mllh*m gomg into lossos Nst equ{ty as on 30th-June, 1985 -
. worked out to -nogativeaalue of Rs. 1001.42 million as reportcéhy the Experts
: Ad\nsory Cell of theMinistry of Production in its Annual Report 1984-85. Audit -
- while identifying the reasons for failure of the mills reported that high cost of
sales did not compare with the prevaiting market prices. - Financial expenses in-
creased from 53,709 million in 1980-81 to 71.824 million in 1981-82: The- produc-
.. tion was not planped according to market demand. The accumulated lesses were -
" to the tune of Rs. one ‘billion, . The Depanment explaining the .reasons for losses,.
stated that the location of the mills was in the areas without basic infrastructure
.~ andtherowasa corititiuous shortage of capital. This was due to bad  management
-7 andill planning. Thedecision was origiuallytaken omsocial and. political grounds.
, A pmposal of neemicmnng ‘was under. oonmdemtmn of the:Government. :

“: 709. The PAeC dueded thamho persons mvolved in advnsmg the settms up
. ¢ ofthesemils may be:dbnuﬁedmdwported tothePAC. The Committee compris-
. +"". ing'a member ofifhe PAC gnd a representative each of Audit, the Finance, and
* . Cthe Mxmst:y oﬂ’mdw:on wxlIfodk into the case in order to fix the responsibility
" ‘ompersons who sanctioned this project and also to suggest ways and means to over-
coime the'causes of.continuous losses, - The. Committee wonld also look into the
L fact that wheresmm was not madc&fter 19&3 T e o

; ,A 7!0, Colmu Gmamg arm' Fressmg Factory (Pa.'a 514 page 234~ARCAL—- i._
- According to Audit, the PIDC Cotion Ginning and. Pressing Factory, Piran wala
;. was entablished in. May, 4S80 by taking over asses of the defunct PIDC. Timber -
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Smsonu{g Plam'; It was aud:lec! for the ﬁ.rst ttmc H 1982 83 when the A:udu
“made the following observations :— = _ :

(1} Under estimation of the cost of machinery and equipment in the PC-I
had {&d to ‘un increase in the capital’cost of the facitory from:Rs. 2.624
million to Rs. 3.686 million. While admitting the underestimation,

Management stated that the addition of Saw- Gids in 1982-83 with a view

to increase the. production capacity.also led to a rise.in cost. - This
reflect poor planning. Against the - producuon capacity . of 20,000
balcs anominal prod.uchon ol 2,619 bales had bccn admltte;i by Manage—
ment ‘n its reply. , ,

'(b) As per feasibility report the wastage shiould hot have exceeded 2 /{,

 However, The waste percentage was as high as 5.51 % which the Manage-
ment atiributed to the quality of cotton'uséd. - This agam appear to be
'a case of i mcorrect est:matmn a: the feas:b;hty stnge

(c) Payment of Rs 76 279 to PIDC Head Oﬂiee, and Rs 7, 384 as contn- '
. bution to Expert. Advxsory Cell, Mmustry of Prodyction stated to have

~been made dtumg the year also added to the ﬁnanc:at bm'dcm of the
factory. ... .- - B

)

711. Thefinancial resnlls showed a downward trend, till arrested in 1984-85 :

: l»::‘ (Rs mmdium)

Comeed ol Oty O Ne

R~ I - o

wEE2 L Len ossl
198283 . LGelie LGl L1810 0.3m4
eszed L 3663 - 3.6%

lesss L ’o;'i5' 0163

R . A

712. -The present trend ncedss ;o be mamtmned The D@aﬂmnt in thclr‘

- reply reported that 1980-81 was the first year of operation of the factory and it -

could'not work at capacity. ‘The production was.jow. The factory was leased

-out {0 #unjab Seed Corporation which: stored only 2nd p«:k cotton for gmnmg in
. thﬁefactory‘and this wasfandther meason for arop mpradwtmn

713 ’Phe Chaxrman"PAC ranarked that ghrs was a b:g Joke as lt was told .

. that total cost of this small project was Rs, 35 lacs and losses were Rs. 36.5 lacs,
e Agamst the capltal cost of Rs. 43 lacs there was only a proﬁt of Rs. 13 mlUan '
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during one year.  Audit thereupon informed that the factory was working at 139

‘of its capacity and as such its accumulated losses were Rs. 2,23 million during
1981-82 to 1984—85

714. ‘The Commmee directed that .an. enquiry may be held by the Depart-
ment and rwpons:bllzty fixed on persons who decided to set up this fxctory and
‘report furnished, to thc Committee within one month.

715. Al-Libas Imemat:onall_td. (Para 521, page 237-A RCA).—As per Audit,

- PIDC Garment Factory, Karachi was established in 1981 with a loan of Rs. 5.825

million. Machinery was procured from defunct Garment Corporation Ltd. The
Factory was converted into Private Ltd. Company from Ist July, 1983. The
Management did not produce before Audit the feasibility report/PC-l. The
approved budget for 1982-83 was also not supplied for examination. Operating
loss during 1982-83 amounted to Rs. 2.505 million, which ircresred in 1982:24 to
Rs. 4,203 million and then in 1984-85 it was Rs. 5.018 million. The main reason
for losses was a wide gap between manufacturing cost and selling price and also
due to mcteese in financial changes. The machinery worth Rs.92.116 million-

) :mported agamst forengn loans was lying idle due to closure of weaving and finish-
ing department, when interest charges on capital loans were being paid. The
accumulate losses from 1982-83 to 1983-84 were Rs. 11.726 million.

716. The Department ‘accepted the Audit:findings and explained that the
" working capital shortags was provided by the Government through subsidy of
Rs. 18.86 million.” "Fﬁe "Expert- Advisory Cell had reported marginal improve-
“ment.. A member at this point observed that factories in private sector were
eatmng millions, haw it was that this factory was running in loss. Another member
~also ‘observed that Public Sector Factories were installed wherc private sector was
shy, but in this’ case it was otherwise. )

7!7 'l'he PAC diracted that the Department should hold an inquiry for the
logs-and a report about the persons who decided to set up this project:may be
,fumlshed o the PAC. :

T8, Mehran Flocking Indusmes meted (Para 526, page . 238- ARCA)—
Accordmg to Auadlt in September, 1980 M/s. Isimail Flockmg Industries lented
 offered 1o Sell l:é PIDC their flocaking plant situated at TInduistrial Area, Kotri.
The" fi- lly automahc plaﬁt ‘of Itatian Ongm, imperted in ]973 74 bad been
‘erected in 1974-75 under supervision -of Italian Engineers, but it remainéd un-
‘operative. - A Condniittee of four-officers of PIDC examined, discussed the case
with the owner in September, 1980 .and the deal was flnalised at Rs. 4.27 million
: which was the market value. of the assets and not the.book value. An agreement
for sale was :xecw.ed and. Rs.. 190000 was paid by. way of advance. . The. Agree-
" ment, Iwwevcr, st:pulated that if the purchasar i.c. PIDC was not satisficd with the
Performance oi the Plaat a.nd Machinery, the agreement sball stand terminated
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and the seller shall be liable to refund the advance received less the cost incurred
on trial run of the Plant and Machinery.. The possession-of the Plant and Ma-
chinery and other assets was taken over on 10th February 1981 and production . .
started. = )
The working resuits were as below — _ ,
' (Rs. in miltior)

. 1983-84 198283  1981-82

Sales .. .. L. 1 0.263 - 0.235 0.005

Cost of Sales .. . .. 0.803 "0.678 0.362
Gross Loss . ;o iee. - 0.540 - 0443 -0.357
Operating Expenditure - 0.819 0.771  0.487
Net Loss .. ey . 1.358 ~ 1.212  0.84

The continued loss had been attnbuted by Managument to great ﬁnmczal and
techaical difficulties experienced in the beginning. In reply to Audlt’s Objection -
as to why clause 11 was not invoked to terminate the agreement, it was stated that
 Performance of plant and Machinery was satisfactory during trial ”. The
productlon was, however, suspended from March, 1983. Audit suggested that
_an inquiry may be held to look into the purchase of the asscts at market rate in-
stead of book value and to look into the reasons for not invoking dlause 11 of the
agreement and terminating the contract, when technical difficulties were experienced
in the trial run. The Department, however, explained that the failure was dueto
the marketing problem which could not bc managed. by them ‘They admitted that
it was a bad decision, ' .

- 719, . The PAC aﬂet going through the explana:non of the Department
directed that an inquiry may be held by the Department regarding the ill-concéived
purchase’ of this industry from’ private party and a report submitted to the PAC,
wntlnn one month mdxcatmg the names of the original owners of this mdnstry

720. Shahdadkol Textile Mills Ltd Larkana (Pam 534 page 242—ARCA) —
According to Audit the Mills were completed in 1980 with 25056 spindies and 550
weaving looms. The unit started productwn in the spinning Department in
February, 1980 and in the: weaving Department in October, 1980. The factory

- worked much below rated capacity during:1981-82 and 1982-83. .1In its annual
‘report for 1984-85 Expert Advisory Cell admitted that during 1983.84 and 1984-85, -
the unit virtually remained closed and had operated on 507 of rated capacity in-
.the case of Cotton Yarn and Nil capacity in the case of Cotton Cloth. The reasons
for low productivity were non-availability of skil}, high rate of labour absen-
teeism, defective airconditioning system and interrupted supply of Cotton. The



4 - o MINISTRY OF PRODUCTION

: accmnulated loss. was stated to be 39 9 crores. The Department ‘agreed with the
reasons of not-utilisation of capacity aand in addition rcported that Jabour force
... was resistant to 7 days workitig programme and .onc of the reasons was excessive

" sense of security and protection to workers. A case of restructuring was referred
t6 the Ministry and a case of subs:dy was. also lying in the Finance. Proposal for
its dis-investment .was disallowed.. The Chairman questioned if the construction
was dafective,  The Department admitted that cooling system of the building and
. alrcondnt:onmg was defective. -The Committee thereupon directed that an in-
- quiry may be held and report should be furnished to the PAC. The ways and

"~ . means to improve the working may also be Suggested in the report which should

bo submitted i in the next meeung

"~ 72 Specialised Refracﬁary p “ofect '(Para 544, page 245-ARCA).—As per
Audit Report, deposits of 1”48 million tons of magnesite of refractory - grade
were discovered by PIDC in the Kumbar area near Abbottabad. Agreements to
set up a pla.nt were. executed: with the Government of -the Peoples Republic of

~ China in April 1970 and December, 1971, The Capacity of the plant was estimat-

¢d to be 15,000 tops of magnesm]magnesi’te chrome bricks and 20,000 tons
. of deaél‘bumt ma.gneﬁfg. A PCIT scheme was submitted on 6th May. 1977
whichiwas approved on- 8th Juns, 1978. The capital cost of the scheme was esti-
' mated to be Rs. 3.36 million andthe entire wotk was to be cornp[eted durmg the
yeéar 1977-78. The work was; howmr, not completed as scheduled and die to
rise in’prices, the' scheific was revised'in March, 1980 raising the ca.pltal cost to
’Rs, 7.297 mxlhon, w:th cqmplmonzpenod 1981-82. ’

. 122, The Managsment in'ity reply ad:mtted the Submission of PC-I scheme
to'the Governnient in May, 1982 stating that the decision for setting up | Refractory
Plant was still pending while the Project was technically and economically viable. ]
- The Development expedinture so far, incurred on the . Project - amounted to

-Rs, 8.762 miflion. “No profit-and loss. account of the project had s¢ far been
" prepared. The. ‘Chartered Accountants in their report for the year ending 1984-85
" recommepded that.the same be prepared so that a true and fair view of performance

o of the project was determined. The Dcpartment mformed that an agreement

- had been signed for joint ‘ventiire:: The project was to cost Rs. 13 crores. This
- hag beer-apptoved by the: Gwemment of Pakistan and the project had- passed
“through vanousa&:ges: The oompan had: been rcgistered, 51% of the shares
“were gotig to Chines and 499, to Wik nis. - PIDC’s pamcnpauon was on!y to
the-extent of Rs."12,000,000. - The consultants-had been engaged The Mdnaging

>+ Director had hceﬂ‘lﬁpoutfed The' D”ﬂice had &lso been set up at Karachi. “The

 teasé bad also-bec obtainéd and every thing for take off hid beenset. “Theé Com-
_ mittee did’not - mgke dHy other Observations exéépt that the Mlmstry shoulﬂ gwe .
a repo:t of worbnﬁ gﬂh fomﬁ collaborat:on o
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" 123, Talpur Textile Mills Lfmtred (Para 548, page 246-ARCA).—According
to Audit, the Mills were a joint ventare ‘of PIDC and M/s. Fateh Textile Ltd. .
The Miils bad consistently been runnifig into losses The net losses for the last
six years were &3 below :— .

30t Jane, 1978 . .l e -Rs.g,,o’szmimon,;
30th June, 1979 .. - ... .. Rs. 3.708 million.
30th June, 1982 .. <. .. Rs.3.113 mllhm'
30th Jusie, 1983 . .. .. .. . .. Rs 3.351 million.
30tk June, 1984 . e oo o e ' .. Rs. 3,638 million.
30th Juns, 1985 v et e + Rs. 1744 million.

. The Mills finally closed dowa in 1977. The accyimulated losses on 30-6-1985 -
~ stood at Rs. 38,817,187 miltion and expenditure continued to be mcurred on Sa‘ary,
Wages and Staff benefits, TA and entertainment.  In addition expenditure was
incurred on stationery, audit, tax, consuitant’s fee and legal. expenses. Thﬂxeavncst
item continued to be interest on bank overdrafts which amountcd to. Rs. 412.7114
million on 30-6-1985. As stated by Managcment the ¥ DO and Fateh Tex'ile
Mills have gone into litigation against each other. The Income Tax Dtpartment 7
had also got the mills attached for non-payment of arrears of Income Tax.  The
Department explained that the case was pending in the court of law. The part-
nership deed with M/s. Fateh Textile Mills was. not registered and the Department
wanted to correct the position. ‘While reporting the. present-position the Manage-
ment stated that it was a junk now and losses had accumulated to 3. 8 crore. An
amount of Rs. 412 million was om-accouat of intercstrchargés. '

"-424, The Committee observed that' progress of the settiemcnt of the case
" may be fumislied to the PAC in its next meeting.

725. Textile Machinery Corporation of Pakistan (Para 671, page '293-ARCA)",_
According to.Audit, the Corporation own the Spinning Machinery Company,
and Textile Winding Machinery Company, the Corporation sold goods valuing:
Rs. 4.270 million during 1982-83 as against Rs. 5.472 million in the previous year.
It earned gross profit of Rs. 0.118 million as ¢ompared to Rs..1.016 million of the
previous year. Net loss for the year was Rs. 0.865 million as against net profit

of Rs. 0.002 millioa in the previous year. - The accumulated 10ss on 30th June, 1983 - '

_amounted to Rs. 1 +452 million. - The decrease in grbss profit during the year was -
due to disproporitionate iccrease in cost_ of -sales, .1t ipcreased to 979 of sales,
as aga.mst 819 in the previous. ym Cost of,sales was. requlred 1o be controlled.

736. The Depsﬁmen! exp!amed t_hat the Corpozatmu w;s npt 2n opera(;ngr-.;-"
It main functions were to monitor and comrol opcratlons of its eompanjes
and to plan pew- pro;ects 'Ihc supgly a.ﬁd erecnan of hlgh draftmg eonvers:on
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equipment was undertaken durmg the year 1981-82 and 1982-83 as a special pro-
ject, to gain cxpertencc and technical expertise both at the Corporation and Units
levels, - Thls also helped in explormg avenues for busmcss in the field of textile
machinery other thanr forf what its units were speczﬁcaﬂy set up. Now high draf-
ting conversion components and parts were one of the regular features of produc-
tion at Spinning Machinery Company - of Pakistan Ltd. Lahore. Such an
activity was neither within the normal fnctlons of the Corporation nor it was
equipped 1o handle this on 2 regular batis.  The decrease in the gross profit
was mainly due to higher cost of purchase, dectease in sales, and also sale of part
of inventories to TWMC at cost plus nominal profit. Due {0 some profits earned
in previous years, on supplies and erection of machinery at various textile mills,
it had been possible to avoid debiting any-expenses.to the Companies. “MNormally,
a Cor porahon. stich as this, should not be incurring any profits or losses. What-

" éver profits acerue as a result of dividends on Government investments in the units
through TMC, ‘would be paid back to the Government, while the actual expenditure
on maintenance and rinning of TMC Head Office should be debited to the Units..
Ths figure of loss of Rs. 0.865 million for the year 1982-83 was due to the fact.
that the Corpcratwn had’ decided not to charge service charges from its units.
The Commlttee did not make any observation exocpt that the points raised by.
Aud:t sbould be énnsndered far beth the units.

727 Sind Engmeermg Lumled (Para 488, page 22‘1-4 R('4) - -Accordmg to
. Audlt the working resuits of the Company for the yéar 1982-83, as compared to
: prev-ous year 198t-82, were: as upder :—

~ (Rs. in million)

1982-83 - 1981-82

(a) Sales (Net) S oLl L. 7 805.832  663.357

(b} Costofsales - - .. ' .. .- L. 749591 606.550
.'(c) Gross proﬁt e . 56,241 56.807

(d) Percentage of- gross proﬁt to sales . 6.97 8.56

During the y&r 1982-83 the percentage of grocs proﬁt to" sales worked out
“tc 6.97 % as against 8.56%, during tbe previous year. This decrease in percentage
of gross profit by 1.597 were due to higher cost of sale caused by increase of
_20% in salarias, wages, benefits to production employees and due to assembly of
" 4dditional productt viz. Suzuki'Cars and Vans:as compared to previous year.
Nmessnty of curtml‘mg the cost of sales and mcteasmg the sales volume was streseed ,
upon the Managemcnt :
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- 728. The Department cxplained that the necessity of curtailing the cost of
sales and increasing sales volume had been noted.  Due to diversification of pro-
ducts. which range from vehicle to clevator, ¢tc. and present accounting system
did not provide for product-wise cost centre.  However, in view of Audit observa-
tions the actusl product-wise cost for Motorcycles, Mazda & Tmota vehicles.
was bemg caleulated from June, 1985 :

729. The Comm:ltce obscrved that affairs o*‘ thc Compa.ny should ‘be im-
proved through better administrative and financial control.

Federal Chemical and Ceramics Corporation Limited _ ,
730. Infructuous expendituré of Rs. 154,460 (Para 31, page 36-A RCA).—Ac:

- cording to Audit Report, an officer of the Corporation remained on the strength

.of the Corporation withcut any. assignment, between the period-5.79 to 4.80 and
during 5/81 and 6/81. He was paid Rs. 144,000 on account.of pay and allcwances’
and other prequities @ Rs. 12000 p.m. A further amount of Rs. 10,400 was spent
on his training which was of no use to the Corporztion. = The balace amount was
also related to bis assignment. Thus the expenditere proved to ke infructuous.

731.- The Management explained that his appoiniment and training was mexde
undar orders of Ministry of Production: The circumstances which led to deleys

- in his pocting etc. werve explained. These were stated to be peculisr in nature,
_The - Board of Directors was empowered fo sanctior- such expenditure. The

Commitiee was not satisfied with the explanation, and d)rected the Mm;sl;y to
furnish a full report during next mesting.

- 732. [Irregular payment of Conveyance Allowance (Rs. 68,476) (Para 34
page 37-ARCA).—Audit pointed out thet certain senior officers of Swat Ceramics
Company, Nowshera were provided ¢ cars from Ist Fcbruary 1981 and also allowed
reimbursement of the cost of the 96 L;tms petrol p.m. for Jocal traveihng between
residence and place of duty and all extra local travelling for official business. to
which TA/DA was not admissible. These officers were only responsible for routmc
servicing and lubrication of the cars, whereas the cost of major repairs was bome _

_ by the Company. In addmon to free transport facility of motor car, they were

also paid 50”/,, conveyance aflowance. Dual fac;llty of frec transport and the
payment of 509, conveyance- aflowance of Rs. 68,476 during Ist February, 1981
to 30th-April, 1982 simvltancously was not justified. = The facility was, howevcr,
converted into lgan scheme with ¢ffeet from .5t May, 1982, -

733, _The Management stated that the Compa.ny was expenencmg dtﬁpﬂﬂes

in satisfying the basic requirements of its executives with regards to housing and

transportatxons and they. mlght tose the c:gpancmed officers in case the above
facility was not provided to ‘them. The Mana@mgnt further intimated that _
50% canveyanoe allowance was allowed with the pnor approval of the Bqard Of '
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Directors.. They' reply was not convmcmg ‘as the Boa:d of Directors was not
competent to altow 502/ conveyance allowance, in violation of the standmg orders -
of Finance Division,: which * prohibited such ‘payment, when official car was
prov:ded to ofﬁoers for travellmg between their rc51denoe and piace of duty. '

134 The Department explamed that ehe matter was referred to the Com-
petent Authority, in view- of ambz guity and confusmn created in the 1mplementa-
‘tion of car seheme : :

735. Final decxsnon in the ma.tter, had since been taken by the Competent
Authority and the car accounts of the individual concerned were beéing finalised”
according to decnsnon and amount recoverable would be recovered.

: 736. The PAC directed that the recoveries should be made, m'egulanty
Yegularised where neeessary Subject to verification of recovery/regulansatmn
actlon by Audnt, the pamgmph was dropped

737 Dowtful recovery af R.v. 188,619 (Para 35 page 38-4ARCA). --As per
Audit Report, an amount of Rs, 188 »619—Rs. 96,504 were recoverable from a con-
-cern for the supply of Chipa Clay in August, 1979, by Swat Elutriation Plant,
“Mimgora.. The gencern declined to pay for the reasons that there was excessive
moisture agamst the permissible limit of 109/ in the China Clay supplied to thefn
and also thére was shertage in some of the consignments. - Therefore, the above -
amount had besn adjusted on this-account.' In the same project, Rs. 92,115 were
deducted by anothér buyer from their bills for short supplies of China Clay due to

 excessive moisture. ' This was neither investigated; nor responsibility fixed therefor..

138 The; Manazement stated that eﬂ'orts were bemg made 1o recover

-Ks 96,504 “The- Maflagemant nelthermt!mated the progress of recovery, nor the

break—up of the amounfa‘d]usted by the buyer. As regards the claim of Rs. 92,115
the Management cotttended that the claim of shortage pertained to the excessive
mo:sture. whtch was due to various unavo:dable factors, like ramy season etc. and
‘as such they infefided fo write it off. Audit suggested the Départment to justify
the' less with relkenee to the' terms of the contract with the buyers and to seggre-
gate the loss as' a fesult of Shortage and ‘excessive mo;sture and recover/regulanse
the loss after’ prbper enqmty, a.tld adopt remedxal measures to av01d such !ossec
in ﬁmxfe .

' 739 The Damrtment exphmed thatzthmr Chma. Clay bemg ‘A NEW pmduet

", Mis. Paper Corporation wera: convinced upon purchasing about that quality to be

‘used %4 a filler for’ paper ihanut‘aétunng After getting supply of ‘1000 Tons of
over 2nd Grade Glay they found a cheaper substitute to the product and thus
raiseq coahplamts‘of mIoisture etc. - Any way the claim i is- uncler settlement. Sum-

| ‘:_ . rirlv afi 6xcessive moxsture'euﬁt“ehts cla:ms of M/s EMCO was pendmg ‘who '~ Were
2 their rehable cuémmers M drcase: for wmmg off the debxt was, boing preparod
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- They had to deal with the customers; keeping in view the market competition condi-
~tions andall-steps - for sale ‘promotion had 10-be udvpted keeping in “view open

market practices “of business. The Commmce semc. the para; subject- to veri-
ﬁ.catlon by Audit. ' o

740 National Fibres Limited (Para 400. puge. lQl-ARC‘A).wAudu pointed
out that PC-I prepared in March. 1978 had set the datc of compleuon of project as
April, 1978, and cost of complehon was Rs. 337 million, with a foreign exchangc
component of Rs."225 million. Tite actual cost, however, worked cut to Rs. 650

~million. The plant could only comsaence production after - trial runs in 1982

Excess, of trigl period sales over the related cos{, was also a?cljusted agcunst expendn-
‘ture during development stage. - : P

741. The Depaxunmt expla.med to the Committee that reasons of delay in

'°°mpletxon of the project, were shortagc of cement, steel etc. and due to othcr un-

avoidable hindrances viz delayed release of Government equity, and forelgn
cxchange etc. Similarly cost under estimation was due to change-in technology 7
during construction and installation period. The revised' PC-I had almdy approv- ’
ed by the Government covering: addxt wnal costs.

742, Audxt then pointed out that Auduor Gcneral s Specta.l Enquiry Report

' on National Fibre was dlscusscd in the ECNEC in its meeting on 21-8-1986. It :
‘was decided that Ministry of Production should take administrative action agamst o

the percon(s) ICSPOIISIble for thc time a.n,;[ cost over runs and m:s-management in
the project qnptemematmn A hngh pqwe:ed Committee was also constnute'd' :
under the Chairmanship of Deputy Chmrman, Plaaning Commissign (with Secr&
taries Finance, Industries, Production, Pianmng and Cocmmcme as membrs) to

-go into-the viability of: the project. *.- E

143 The Commutee observed lhat further pragress may be reported to the

- Comnni ttee in due course.

744. Itlehad Chemtcals (Para 388 page 186-ARCA) —Whllc oﬁ'enng theéir

comments on the Aocounts for 1982-83, Audit pointed out that heavy. expenditure -
_was bemg mcurmd by the project on sales promotxon, yet it would not achjeve the -

desired results and stock continued to pile up. The sales promotion expenditure of
the -company on account of “rebates & commissions” and “advestisement™ had

;..lncreaSed manifold, while the sales volume had increased only by 6%, which mdm
ted: mnﬂ‘ecttve marking policy and call for specialized efforts. -

745, The Department expla.med that in view of the hbemhzed import pohcy- .
adopted by tho Government during 1982-83, about 100,000 tons of Caustic Soda
Liquid (on, 507 concentration basis) was imported “by the.private sector and -

«dumped in the local market at ridiculously low prices. Consequiently, to- competé
. I-““‘h this lmpoﬂed"stuﬂ' mey werg tofhmh no chorw*bm to-incroase their salo
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efforts in’ theshapé’ of allowing increased commission and rcbates to our agents
and customers alongwith other incentives. During 1981-82, no such. competition
_with imported stuff existed, hence our selling expenscs remained lower.

746. The Committee after ccmmdermg the explanation of the Department,
dropped the paragraph

Javedan Cement Lmnted

R 1 Non-c!earance nf stores in transit (Rs. 695.558) (Para 41. page 42-
ARCA).—Audit pointed out that the records of stores-in-transit of Javedan Cement
Limited revealed that items valuing Rs. 695.558 were outstanding for about eight
years. For instance, Ball Bearing Showal valuing Rs. 380,123 and spares LEPOL
CRATES valuing Rs. 109,866 were being shown in transit since December, 1975
and Ma.rch 1976 respectively. Non-clearance of such old items indicated that
these stores were gither ptlferred or dcstroyed duc to which these were not taken
on charge. ’

748. The Depa.rtmem explamed that this was a very old case pertaining to
the financial years 1973- 74 to 1975-76.. They tried their best and were able to find
details of consxgnmcnts valuing Rs. 70,814.07 and the same were adjusted in their
books, and now the amount outsw.ndmg under this head was Rs. 624,744,10.
The.- ﬁ.l&s of the rest. of the consignments/were not traceable and the concerned
oﬁicers had either left/rehred from the service and they felt that they had no’ option
except to: write off this amount after obtaining approval from the competent au-
tharity. This was dne to heavyunpon.s, the balance under this head was bemg
reduced. and- tt wotld further ‘come down.

749. The PAC obServed that the Depa.rtment should make eﬁ'orts to clear
ouxstandmssand getthese verified by Audit subject to this paragraph was dropped.

750. Kohat Cemem Company Limited (Para 43, page 43-ARCA).—As per
Au.dxt Kobat Cement Company- Limited invited tenders for the supply of cne lac
Hollo%v Blocks. through the press. Eight suppliers submitted their tenders. The
tirst, second ‘and third lﬁwest bidders quoted their rates with gradmg analysis of
block s‘amples as unﬂm' —

L ‘Rate = . . S i : Analysis

o o c : ' ‘Sand/Cement
- TRatio
lst Lowest R&.2.%perblock .. .. .. . 1:20
2nd Lowest Rs: A&per block e e 116

3rd Lowest Rs, 2.54-per block . .. - Lo i
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The laboratory tests revealed that the samples' of the first lowest were the
best.  His offer was. however, not considered on the ground that he bad no ex-
perience-in block making and would be incapablc of manufacturing. the blocks.
according to specification, and that he would not possibly meot the demand in
the specified time, even with reasonable extension. The tender of the second
lowest bidder was also set aside in consideration of his szmplo being very poor in
analysis, and the work was awarded in March, 1978 to the third lowest tenderer.
The above contention of thc} Mamegéiﬁent was nct correct as the grading analysis
showed sand/cement ratio 1:20 in case of Ist jowest against 1 : 24 of the 3rd,
then how the later was acceptable. Besides, the supply was to be completed by
2nd June, 1978 but he supplicd only 103,376 blocks against the contracted quan-
tity of 254,000 upto 22-1-1979. T-hus,_alihough .extra expenditure of Rs. 31,163
was incurred in addition to Rs. 9, 289 (paid as difference of cost of cement due
to increase in the price during the period of supply) the supply was not completed
in full and within the stlpulau:d period and frequent extensions were allowed to
the contractor.

751: The Department explained that the offer of 3rd lowest party was aoecpt—’_
ed for the reasons that the Ist lowest, M/s. Mubammad Ali did not possess block
manufacturing machine and tho strength and size of hand-made blocks’could not
be relied upon. -At one time hand-made blocks may show the best strength and
at the other time the worst.  Sampling analysis of M/s Moghal Brothers showed -
worst Tesult. M/s Crushandum had a sophisticated imported . Hollow - Bloek. .
making machine and that the difference in price of cement due to legislative in-
crease in price of cement was paid 10 the contractor for balance work only  because
cement was (o be arranged Ex-Factory rate vide clause No. 29 of the contract.
It was further reported that it:was a technical mistake, the tender of first fowest
was not required to be considered at all, as it did not fulfil the stipulated conditions.

752. The Committee directed that Audit should verify the position and re-
port. ' ..

753. Associated Cement Limited (Para 573; page 254-4 RCA). ——Audu pomtcd
out that during 1982-83, the gross profit decreased which in addition to other red-
sons, was mainly due toincrease ifi the cost of sales and also due to decreasc in -
production, which was required to be looked into by the Management.

754. Tt was explained by the Management that the shortfall in production
was maialy attributed to complete stoppage/curtailment of gas. The decision
regarding curtailment of gas in 'Rohri Works was taken by Exceutive Committee
of National Ecoromic Council, Govemmem of Pakistan, Islamabad. There was '
complete. shut down of gas.during ‘two - months Janwary and February, 1983:

-There was-continuous gas load shedding from November, 1983 to the end of June, -

1984. In order to cover this difficulty, oil-firing équipment was installed at
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Rohri and Wah, Cemont ‘Works.: .-Had there been no shut down or curtailment of
eas, the productiomn of semoent: would have increased by 114,908 tons in  Rohri
-and 36003 Tonsin Wah, ;csultmg in total production of 703360 (5524494 114908+
36003) as against production of 622751 tons during the iast year. It was assured

-that.all steps ware -being takcn to solve the problems The Committee did not

make any observmon )

" 755, Smte Engmeermg Corporanou Limited (Para.s 617—666, pages 271—-290-
ARCA). —Audlt ﬁomted out that the State fngln@ermg Lu'mied was running 10

' g comparies, - It would be seen that only one company i.e. Metropohtan Steel,

Corporatron Ltd. was continuusly making a profit though the profit was on the
décline till 1983-84 and had picked up only in the year 1984-85. Seven other

eompa.mes haxf run into losses and %he position was particularly bad during

1984:85. One compan,y Northein Foundry and Engineering Works Ltd. went
into lxqu:datmn on ‘[4-1’984 wluie the Specxal Steci of Palustan was lying closed
since 1979. “The main reasons for losses were’ “attributed to d'spropomcnate
increase in administrative expenses, increase in financial expenses and decrease in
sales. Corroetm sneasures wereTeqmred to centrol the said expenses and 10 in-
crease sales. to maka the . companies commercially viable. The affairs of two

" comaanies viz:Nesthern Foundry Engineering Works Ltd. and Special Steel of

Pak Ltd. neaded special consideratian.  The rated capacity and actual production

o of the plan for the yelar 1981-82 and 1982-83 of Northem Found.ry and, Eng: neering

. ‘Works Ltd. wag.as bclow- ”
R e L 1982-83 ,
R,atei capac:ty {mt.) s N = ADUO - 4000 m. tons;
Producfion (mit)™ 77 7T T e T 207 m) tons

'dpacity‘mi!ilcd(% S IISM“ i 6 m. tons.

Working- results * -

kg el

o vin T ems2T  jogags
Grossloss .. ... ges o .. R8.0.300m . Rs. 0.911.m.
" Net '!}oSs . ‘* TeoE T o Rs.72_“.’36'2 r_n. : Rs_. 2090 lﬁ.

sy

b 'ﬂmaccumulgwd rioaseg 1# the cqmpany on: 30-6-19&3 went up to Rs. 24.29‘*'
~.million. In view.of the poor performance.of the company and hmvy losses ‘the .

w Govgmnpmt degdﬁd}w close the; plant from. o8

MGt
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756. The Special Steels-of Painstan me.ed P subsidiary .ol 1hc State Ep- .-

gincering Corporation,-. -was cstablished a8 the sole special steel manufacturer in
Pakistan. The Project was - initidted by, P.L.D.C..in early 1960, but later on

was emtrusted to private sector wq. Valika Group. Subsequently it was mpation- . -

» alised. " The Plant sustained heavy losses from its inception due to various factors,

mainly becanse it was working far below its mtedugacuy - Theplant’s production-

" efficiency was as low as only 43 of the designed production ca.pacuy The main

reasons for operation below capacity were stated to be defective desipn-of product.’

‘mix resulting in production of .items which were not.wholly saleable i in the

market and highly-adverse capital structure based on debt-equity ratio of 92.8 -

resulting in heavy financial burden .making the products. uncompetitive in . the

market. As per orders of Economic Council of Cabinet, the Project was closed,

down with effect from 31-12-1979. The Company upto 30-6-1980 had already sus-

tained losses of Rs. 590.063 m:lhon Tn the last $ years sinte 1980 the company

sustained a further loss of Rs. §8.034 nulhtm so that the accumulated lossés at
close of 30-6-1985 stood at Rs. 678.997 million. The State Engineering Corpora-

‘tion Ltd. had submitted to the Gevornment in March, 1981 a short term feasibility

report roguesting .certain concessions. :However, no decision appeared 10 have

been taken by the Governiment, Inview of the heavy. yearly losses the dewabxhly: :

of taking an immediate decision in the mattof was stressed. It was ‘note-worthy

that no review of this factory appeared in the Annual Report for. 1984-85 thhe '

Experis Advisory qul of the: Mxmstry of Produgtion. .

751 The Department explained that'the S§P was not undﬂr ifqmdatton but
‘plant was c]osed by Gove‘mment in December.’ 1979 because its opaauon ‘had

" become un@onommﬂ“dm 10 Deva.luafnon of Pak rnpee in 1?13 resulting ih heavy -
, debt burden, ‘tack of Workmg Capital, ‘and imbalance in plant and mﬁdﬂncry

 Accumulated loss during the year had increased by only Rs. 3.744 million due to

maintenance of plant by hotrunmagopexﬁ{anmordcrtokeeptheplanl mmnmngf* -
condition. The H.F.F. comipany started commercial production during 1977-78.

 Its capacity utilisation had increased from 12.7% in 197879 to 30.4%, in 1982-83.

The losses were ma.nily due to heavy inferest burden and lack of market. Thc *

company was makmg every eﬁ“ort to achieve break &ven levol. In N.F.F. dmrto
" inherited technieal defect the i»xant “soild rot be opemted' ewuonﬁeanv ‘i'he
company at preselét was‘*undor hqmdauon o

The Departmmt further rapormd, lbst they were in proﬁt for thc l'lst
fourymrs. MM@MW&M Mstrapolm Stee) were in profit.

'I‘he Palustan Madnne Tml Fﬂuory ma.lso,gwmg a nomxnal preﬁt; Adl ouw: S

759, Loss af Rs 651,666 due 1o accqptqzce of ptm dafet? cheque ﬁ?mm ‘client
(Para 49, page 46-A; RCA} —HMetropol itan S‘teel Corporatmn 'u:ceptcdn post dated
chcque for Rs. 500,000 for sale of 1,000 tons H S Ba.r in Septémber, 1978 The
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cheque dated 19th October, 1978 was dishonoured with the remarks that signatures
differ. - This fact was brought to the notice of the party on 14th November, 1978.
After-protracted correspondence with the client for payment, 2 Civil Suit was filed

" in the High Court of Sind in October, 1981 which gave decree in December 1981

in favour of the Corporation *for Rs. 651,666 including the interest of Rs. 151,666.

Since, then theré was no trace of the party and the chances of recovery were re-
mote. The Department explained that the company was trying to realise the
amount for which it had obtained'a court decree. Al efforts were being made to
trace out the party and execute the decree, Awudit, however, further observed that
the suit was filed late, thus facilitating the party to disappear. The Chairman
PAC observed: that ea.rly recovery should be arranged and got verified from Audit.

PERFORMANCE EVALUATION OF PUBLIC ENTERPRISES 1984 (VOLU—
. ' ME-], 1I &1IT)

760. Quaidabad “Woollen. Mills Ltd, Quaidabad (Pages 1—A43 Perf. Eval.
Report Vol-I}.—Audit, while reporting overall assessment intimated that the com-
pany enjoyed 2 monopoly-in machine-made wilton type woollen carpete  duting

- 1963 to 1983. * Production and sales progressively increased over the yeats. After-

tax profits ranging between Rs. 0.79 million to Rs. 2,38 million per annum and
aggregating Rs. 8.58 million were earnéd during 1979 to 1983. Dividends totall-
ing Rs. 1.75 mil'ion ware paid and bonus shares worth Rs. 2.5 million were issucd

during that _periog. Accumulnted unappropnated profit as on June 30, 1983

amounted to Rs. 3 mtihon. ‘A scheme for balancmg, modernisation and expansion

= (BME) of the unit was mnated by PIDC in March, 1979 and was approved by the

CDWP in Ogctaber,. 1979, subject to the condition that financial resources would
be found by t_be unit outside the ADP The scheme envxsaged mstallauon of

 additional prodnct:on facilities at an estimated cost of Rs. 18.6 million with a view

to increasing. the producnon capacity of carpets by about 50 %. There were
delays in implementation of the scheme. Reasons included d:fﬁcultms and time
!agm arranging for tbe ncoessary funds through loans. The scheme was ultimately
comp'eted in qug, 1983 at a cost of Re, '20.85 million. Meanwhlle a few units
with the samc type of pmdm:ts camc up in the pnvate eector, thcreby affectmg the
monopolistic position of the company, The company had to fact a stiff competi-
tion in marketing its increased production: - This led to pile-up of unsold goods
which in turn forced the.company to reduce‘its production. Additional deprecia-
tionr and ﬁda.ﬂcm} charges; resulting from the BME scheme, could*not thus be

" absorbed. The- -company suffered a scrious set-back in 1984-85, sustaining a loss

of Rs.-6 52 nmhon which wiped: awa.y the surplus accumulated over the past ten
years. The company went rnfo debt'to the extent_of Rs. 1.67 ‘million’ and 22%
of :ts eqmty stood efoded as.on June 30 1983.
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The following are the Caiisative factors :—

(@) 30% decrease in production owing mainly to marketing difficulties.
Production cf designed, carpets in an attempt. to diversify the company’s
products excessive down-time due to load shedding and machinery break-
downs ¢tc. were other contributory factors,

(b)‘ Excessive process losses.

(c) Substandard preduction of a batch of cﬁrpets (4500 square met-tes)
which had to be sold at reduced rates. This also damaged the reputa-
tion of the company's product.

(d) Increase in cost of productian due to. inflationary rise in price of inputs
and utilities without a corresponding increase in thc sales-price due to
competition from the private sectar.

(e) Increase in  depreciation charges which more tha.n doubled to Rs, 2.64
million in 1985 as compared to Rs. .17 mﬂlnon in 1983,

(f) Increase in fiancial charger which more that tripied to Rs. 7.035 million
in 1985 as compared to Rs. 2_13 million in 1983.

Adverse trond appears 1o have been arrested by better marketing stratégy con-
sisting in award of dealership on exclusive basis aud cxtension of cerdit facilities to
the dealers. Production during the ﬁm ninc month of 1985-86 (upto March,
1986), had zlready exceeded that for 1984-85. Sales bad also pxcked up. Promsmn
figures for 1985-86 show that a profitof Rs. 1.3 rml]lon had been earned upto
March, 1986. Efforts neaded to be made to hold on to the market by.an aggressive
marketing strategy backed by a consistently high standard of quality of the pro-
duct. Export channels need-also to be explored in earnest, as previously suggested
in the Evaluation. Report. :

761. The Management explained that the products inspite of competition
were still selling at premium against absorbtion capacity of 15000 square meters
against the production of 18000 square meters. It was further reported that the
losses occurred due to reservation of one loom for C.D. A. The design of requxred
carpets was not approved by tbe Consultants.

762. Larkana Sugar Mills Ltd., Naudero (Pages 45—-93/Pe1f Eval. Repart)
-Fol-I).—According to-Audit, this unit was completed at a cast of Rs. 115 million
in. November,- 1974, It started commercial operations from 1975-76 saason.
Evaluation of the project was carried out in January, 1984. 1t was found that the
_ unit from the outset faced shortage in. sugarcane: supply: Tbe mijll réquirad about
252,000 tons of sugar-cane for a normal erushing season in order to operate to
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- capacity. This was never supplied in full cxcept during 1981-82 Cance procure-
ment from zone reserved form the mill (Le. districts of Larkana, Shikarpur and
Jagohabad) ngver exceeded half the plant requirement. Additional supplies had
to be. brought in from more distant “frec” areas resulting in/ excessive cost of
transportation. Unit's total sugar cane requirements could not event then be
fully met. This affected its profitability with the result that the unit had been a loss-
ing concarn throughout cxcept for the year 1980—82 when a profit of Rs. 15
million was made due mainly to exemption from excise duty of Rs. 31 million.
Losses had accumulated to aver Rs. 61 million as on June 30, 1983, theraby erod-
ing completely Government equity of Rs. 41.83 million. The unit was incorpora-
ted as a private limited company in July, 1983, It was also advertised for sale in
1983 but ro buyer could be found. The unit’s sales revenue had been persistently
falling short of its cost- of sales since 1982-83 onwards. The loss sustained upto
March 31, 1985 totalled -to over Rs. 112 million. The loss was capitalised by
charging to fixed assets. 1t had the effect of substantially increasing the deprecia-
tion charges. A further loss of Rs. 16 million was incurred during April to Sep-
tember, 1985, taking up the aggregated loss to over Rs. 128 million which excee-
ded the cost of the project. - ,

763. Thc Management ascribed their problems to the external factors of
inadequacy of cane cultivation and “illegal" rice cultivation in abéut 26,000 acres
of lapd in the vicinity of the mills. They- held that viability of the mills wes
depcndept on disallowing paddy cultivation in that area. There were, bewever,
fd!owmg arcas nf internal “mxsmanngenwnt T ' s

® Fallu:s 9(' the mills in duly lifting ripe Sllgar-wne from the aelds whu:h
causad josscs to growers and thersby discouraged them from growing

- sugar-cane in subsequont %A408S,

(b) Delay in payments and other inconveniences' causéd to cane EXOWers,
especially in the matter of jssuing purchase indents,

7 © Misdiseeting cane development loans to ndn-genuinn growers,

These djscouraged farmers from growing sugar-cane in subsequent years. The
Bva.hmnon Team had sumed that it would be more beneficial for the milis to
rehabilitate its image with growers: instead of insisting on official pressure for bann-
ing paddy cultivation. - The Mapagement agreed to the suggestion. Commercial
viability of the unit, however, depended upon its ability to meet its capacity require-
ment of sugarcane from withid the reserved areas. The areas under canc cultiva-
tion in the zone reserved for the mills averaged 12,600 acres annually during

. 197983 as against 20,000 acres-required by the mills to meet its cane ta:pt. Tt
* averaged 8200 agros during 198385, The lsad under cang cultivation in the

B resorved zone duﬁnsi!&tmoﬁyn%oftbe phnt’stntaucqmrement. It fell
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(o only 137 dunng 1985 and 1986. The pace of canc-growing and procurement
sincce inception of the mills, therefnre, provnded scantly mson !‘pr optimism as to m
commercial viability.

764. The Dcpartment explained in detail themason for failure of the mnnage—
ment to feed the mills to capacity and intimated that-seme goods work was dere
to pursue the growers of cane 10 cultivate more sugar cane. Provincial Govern-
ment had also been approached to play its rolo. The PAC observed that there
-should always be appreciation for good work and deprecmuon for those who
failed,

765. Naya Daur Motors (Pvt.) Limited, Karachi (Pages l-—41)lPe:f Eval.
Report Vol-IIT).—The Company was originally incorporated in the private sector
as an assembler and progressive manufacturer of 4x 4 vehicles. At the time of
take-over by Government in January, 1972 it was not enjoying good financial
bealth and the accumulatedflosses stood at Rs. 6.28 million. The company’s
assembled products fe. CJ (series) jeeps, wagoncers and Gladiators (Pick-ups)
could not stand in competition with popular Japancse vehicles.  Their production
was discontinued in 1983-84. Suzuki jeeps whose assombly was taken-up in.
1974-75, however, continyed although its marketing had alo been transferred
to Pak-Suzukl Motors Co. Ltd. since January, 1985. The company introduced in
1983-84 its own 4x 4 vehicles initially under the rame of ND-3 Jeeps and sub .
sequently under the-name of “Khizzal”  This vehicle could not capture the
market mainly because of out-dated French engine fitted into it, with the result
that 275 such engines were stillflying wautilised. A plan ta convert the company
into an engincering based opmmuy was approved in 1977-78, but due to paucity
of funds agd other factors, major portion of it was asngned to newly established
.tompanies, namely ** Balychistan ‘Wheel Rims > and « Bolan Casting Mill*.
The project’s portion rcmmg to balancing and ¢xpansion of press and dic shap
was completed 3¢ a.cost of Rs.-98. 58 million in 1983-84. Facilities in these shops
_were not, however, fully utilised. Orders worth Rs. 1.87 million only were com-
ploted in 1985-86. Presently the company had no  product of its own and depen-
ded upon business from other companies for production of automotive components,
iron castings and meta| sheet fabrications. Suzuld Jeeps/Pick-ups were also assem-
bled for sale through Pak-Suzuki Motor Co. Ltd. Thus there was neither sub-
stantial work on the enginecring side nor any furture plans as assembly of Suzuki
Jeeps/P;ck-ups was likely to be withdrawn from NDML. Under-utilisation of

production facilities since long had driven the company into losses which had

sccumulated to Rs. 66 mlllnon, as on June 30, 1986 ‘

766. The Department while admitting nu)ure. explained that ongmally it

was 2 trading conoern and convenﬁdmtoﬂmnemns(:ompmy M owas mann- -
_Ihannng American Joeps, which: bocame expernsive. . after’ devalmation: The -
company undertook to assemble jeeps ftom mported KG. Enpm Tand: other
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spare. This arrangement could not work as the Compaay could not compete
with Japancse Vehicles and again there was lack of knowledge. An amount of
Rs. 22 million was tied up in inventory. The company management made serious
efforts. to rehabilitate its position but the plans did not proceed smoothly. An
attempt to import Engines and Sparcs and than to produce a jeep of their own
also failed.

767. The Chairman, PAC enquired as to why the Engines and Sparcs were
not put on trial before import.  The Management explained that nothing
was wrong with these Engines and Spares ; it was coordination viz. putting up
spares together which .could not-be done due 1o lack of expertise. The decision
was an over estimation on the part of management, Audit pointed out that it was
a loss, and an industry could nct run indefinitely on proiection. The management
replied in the affirmative to a-question from. a member of PAC, if the company
was capable of competing in quality and cost without protection. It was also
informed thata fraining programme was in process with the help of Japanese.
Audit was of the view that if the management was_that hopeful, we could carry
out another review after an year. or so.

768. The Commlttee observed that they may dispose off Engines purchased

. Vearher if mecessary, to avoid un-necessary overheads. The Comm1ttec directed

that Ministry of Production may keep the company under close study to see
whether by utilising engineering facilities alone, the Company can become com-
me,_mally viable,

769. Republic Motors (Pvt) Limited, Kadrachi (Pages 49—89/Perf.-Eval -
quort Vol -1i[).—The company originally incorporated in the private sector by
HAROON GROUP of Industries was nationalised in January, 1972 and inherited
accumulated losses of Rs. 17.49 miliion. In 1973-74 the government banned the
nnport of (CKD) cars in the country due to which the company’s plaat for assembly
of light vehicles was only fractionally used. RML’s heavy commercial vehicles
tost marketablhty in the face of low priced Japanese vehicles with added featuras
of supenor dcsngn and fuel economy. Production of Dodge trucks/buses wis,
therefore, completely phased out in 1975-76, with the result that thé company was
teft with no standard vehicle to assemble. RML- thereafter assembled Isuzu,
Ford, Nissan and Hino trucks/buses one after the other as per allocation by PACO
which held the franchise of these products. This policy was détrimental to com-
pany’s own interest because it did not allow RML to promote any vehicle on 8
long-term basis. The result was that franchises of For and Nissan went'to private
sector-while the principlas of Isuzu also threatened to withdraw. Ultimately
Isuzu was transferred to National Metors Ltd. to Pravide a cushion for ‘the dedlin-
ing sales of its- Bedfond truekslbuses. Thus RML not only lost two premium pro-
ducts wluch lmd enabled it to oﬁht some of its Josses but also lost substantial -
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business of booking completely built-up Datsun Cars/Pick-ups and Isuzu Troopers/ ..
Pick-ups under gift scheme. The company had no say in the selection of products
or their volume which were decided by the PACQ. The management was always
faced with the crises of launching a new product. The marketing problems werc
further compounded by stiff competition from National Motors, another PACO
unit-marketing Bedford trucks and other importers of foreign assembled vehicles.
The company, however, used ils assembly plant for light vehicles Suzuki pick-ups
which brought down the accumulated losses from Rs. 48.02 million as on June 30,
1983 to Rs. 7.09 miliion as on June 30, 1985. In February, 1986 Hinopak Ltd.
was incorporated as a public limited company and all movable and immovable
assets of RML (except Lahore Workshop and real estate at"L_ahore and Karachi)
were transferred to the newly established company, in which PACO had 40%,
shares. RML is now left with real estate and Lahore workshop for the effective '
utilisation of which the following possibilities ar¢ reportedly uader consideration :—

(2) Conversion of RML intc a marketing company to handle sales of all -
units of PACO beyond Bahawalpur. '

(b) Merger of RML with Pak Suzuki Motor Co. Léd. to manufacture
automotive parts and marketing spare paris for its proprictory vehicles.

+(c) Conversion of RML into 2 small engincering-based company to manu-
facture. aluminivin parts initially for Suzuki Car and subsequently for
other vehicles. ' ' :

An in-depth study of all schemes was needed to be carried out before taking a
final decision. ‘

770. The Department intimated that according to existing position the assests
of the Republic Motors were one estate at Karachi and other at  Lahore. That
was in fact what was left of. The moajor assets had been transférred to HENO
PAX company. There were 31 employees left, 23 at Lahore and 8 at- Karachi.
A suggestion had been put forth-to management to convert it into a marketing
compauny for selling their products or the company should be merged with the
Pak Suzuki Limited for their deletion programme, alternatively it should function
- as an independent. éngineering company. 1f none of these alternatives could be
accepted they should wind it up and assign it to some other company. The matter
was being discussed with Government, Ministry of Production and Performance
Evaluation Cell. A management decision would be taken after that exercise was
gone through. The Committee directed that a report. should be submitted in the *
matter in due course, ' - :

771. National Petrocarbon Limited, Karachi (Paées 37—89 Petf.( Eva!i
Report Vol-II)—Audit while reporting overall assessment intimated that the
Carbon black project was conceived for better utilisation of arqmatics (carbon
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“bil) of Natxonsl Rirﬁncty wluch was beum down- graded The technical mar-

keung and ﬁnam:nal presumptions used in justnﬁcutnon for setting up the project
were dnvcrger,\t from tcahtsv as tbllows T

(a) Hypothetxml calcylations of feed stock mgredxents at deslgmng stage of
the plant caused the “designer to reduce the guaranteed annual pro-
dugtion by 50 from 10,621 tons to 5,532 tons.

' '(b) Oves 57 o of the entire production was meant for export and the balance
for local sales. Neither the export market could be established nor
the loml sales were made according to the target due to the high cost
of production and availability of cheaper imports.

(c) Lower production/sales as compared to the projections made in PC-,
resulted in financinl difficulties. Resultantly the Government had to
waive the conditions of PAY AS YOU EARN (PAYE) Scheme, under
which the project was approved and according to which it was expected
to earn foreign excha.nge through exports for reguiar re-payments of

~  French debt

Pto,pct s fadure was foreseen by the Manzgement during the - very first operational

~ year.. As such a merger with Pak Hy-oils Ltd. a profitable company, (merger was

described as UN-HAPPY MARRIAGE OF ODD COUPLE by the PRESS)
was effected with retrospective effect. The problem was, however, not solved
completely as the accumulated losses at the end of the period under evaluation i.e.
on June 30, 1983 still stood at-Rs. 2.823 million. The plant remained shut during
1983-84 due to a pils up of finished goods inventory carried out from previous years.
The prices of carbon black were increased during 1984-85 to reduce the losses-and

~to some extent the Management was successful in its efforts during that years.

This turned out to bea shost sighted policy as the increased rates, did not.suit
the buyer i.e. GTR who resorted to bulk imports and their purchases from the
company fell from 2,310 tons in 1984-85 to 692 tons in 1985-86.

" 77 The Audlt feit that the cost of the product could be rcduoeduby gdop.

ting following measures -—

() Internal re-organisation to reduce administrative exm‘

- (ii) A reduction by Govemmont in the cost of raw material, in view pam-
cularly of the reduced price of crude oil in the World market.

7 The ﬁrst was' for Manament s conslderatlon and thc second for thc Government.

‘ 773 TheCha.lrman PACObW it was a scheme * Pay as you. m"

: The project was tcchmﬂy a fmlm. In 1983.84, the plant dxd not work at al].
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The production was droppeddown and the cost increased. Audit at this fur-
ther observed that their findings came true. “Theéy had suggested a reorgam:mr.n.
which they agreed, but did not implement the suggestion.

774. The Department intimated to the Committee that there were certain
problems right from thestart. The project was proposed to be in<talled at Korangi,
but due to pollution hazard and shortage of water, electricity and availability of
coaltar from Pakistan Steel Mills it was shifted to * Pipri”’. The machinery was
imported and 509 of construction work was completed when Government or-
dored not to install the tyre manufacturing plant. On protest the Government,
subsequently allowed to run the plant. The products were of international stand-
dard. - These were accepted by Iran, India and Bangladesh. The exports com-
menced. It was suggested to'Government that duty on imports of Carbon Black
should .be increased for protection to the industry, the case was still pending with
Ministry .of Commerce. . As for employees the Management held that they were
keeping minimum strength required. Audit suggested that Ministry of Prcduction
should look into the whole thing.. The Committes felt that Ministry of Commerce'
may examine the case of protection to the * Carbon Black * industry. The matter
of merger with National Refinery may also be examined.

775. National Fertilizer Corporation of Pakistan Limited (Pages 1—36/Perf.-
Eval. Report Vol.-II).—Audit reported that the Pak. Saudi.Fertilizers Ltd. ap-
proved by the Government in March, 1974 was one of the two major Urea produc-
tion units in the country. The actual cost of the project went up to Rs. 2080,695
million (including a foreign currency component equivalent t& Rs. 1,121,448
million) a2 which was 99, more than the PC-I estimate. The project started
commercial production in October, 1980 i.e. 30 months later than the PC-I
projections. The unit having installed production capacity of 557000 tons of Urea
per annum operated at 90.1 %, and 100 % « apacity during 1981-82 and 1982-83. The
capacity utilisation further increased-to -104.49% and 105.3% during 1983-84
and 1984-85. Pak-saudi Fertilizers Ltd was a profitable concern. It earned net’
profit of Rs. 240 million in 1981-82 and Rs: 202 million in 1982-83. The profit
declined slightly during 1983-84 and 1984-85 because of sale below Government
fixed price due to market glut. The PAC suggested that Government should
consider subsiding in put a gas charges. The company’s general reserves, stood at
Rs. 58 million as on June 30, 1985 and it paid divided @ 9%; during 1984-85, Pak-
saudi alongwith FFC, constituted about two-third of the total Urea production -
capacity in the country. Their commercial operation since 1980-81 had resulted
in production of Ureain the countryin excess of the market off-take (which
remained lower than NFC projections), NFC, therefore, had to export Urea
from Pak-saudi. Urea exports stood at 17 %, 25% and 229 of the total production
of the company during 1982-83, 1983-84, and 1984-85, respsctively. The export
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prices were stated to. bo lower than the domestic prices of Urea. The company
was expected to continue facing hard competition until the existing domestic
market conditions improved.

776. The Department, however, did not fully agree with remarks of Audit
that *“ coming into operation of PSFL and FFC had made the country not only
self sufficient but surplus in Urea . These projects were sanctioned by the Go-
verament to substitute the imported nitrogenous fertilizers and make the country
self-sufficient until the year 1981-82, after which it was expected that the growth in
demand of Urea will exceed the capacity available in the country. However, as

" arosult of retarted growth in nationali off take/fertilizers consumption in the country
for a number of reasons Urea became temporarily surplus. The Government,
therefore, decided to export some quantities to clear glut in the market.

777.  Points not discussed to be treated as settled—The Committee did not
make any observation on the other points/paras in the Appropriation Accounts,
Audit Reports on civil and commercial accounts and Performance Evaluation
~ Report. These would be deemed as settled, subject to such regularisation actions
* and verification by Audit as may be necessary under the rules.

778. The Committee then adjourned to meet again at 9.00 a.m. on Thursday,
the 28th August, 1986.

M. A. HAQ,
Secretary.

Islamabad, the 11th February, 1981.

PP R L S T S W —— ——— o ok e

e ol .



133
NATIONAL ASSE_MBLY SECRETARIAT
" Thursday, the 2nd April, 1987
Thirteenth Sitting (i’AC)
' #754. The Public Accounts Committee assembled at 09.00 a.m. in the

Pariiament House, Islamabad to continue the examination of the Federal Accounts
for 1983-84 and 1984-85. The following were present :—

PAC:
(i) Sardarzada Muhammad Ali Shah, M.N.A. .. - Chairman.
(2) Ch. Mphammad Sarwar Kban, M.N.A. . .. Member.
(3) Mr. Shahabuddin Shah Hussainy, M.N.A. .. .. Member.
(4) Nawab Muhammad Yamin Khan, M.N.A. .. Member.

" (5) Mr. Miangul Aurangzeb, MMN.A. .. .. .. Member.

National Assembly Secretariat :

~ (1) Mr. Muhammad Aslam, Deputy Secretary.
(2) Mr. Gulzar Ahmed, Officer on Special Duty,
PAC:
(1) Riyaz H. Bokhari, Auditor-General of Pakistan.
(2) Mrs. Suraiya Hafeez, Deputy Auditaor-Gcncrai (CA).
(3) Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ord).
(4) Mr. A. A. Zaidi, Deputy Auditor-General (A&R).
(5) Sh. Muhammad Sadiq, Accountant General Pakistan Revenues.
(6) Mr. Ahmed Nawab Qureshi, Director General, Commercial Audit.
(7) Mr. M. S, Amjad, Director General (PEC).
Ministry of Finance :

(1) Mr. M. Zafar Igbal, FA (Production).
(2) Syed Zaki Haider, DFA (Production).
Planning and Development Division :

Dr. M. A. Aghai, Director General (Projects Wing).

755. Accounts Examined.-—Accounts pertaining to the Mihistry of Produc-
tion were examined by the Committee during the course of the day.

*Paragraphs upto 753 pertain to other Minisxﬁestiyisions.
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756. The Committee took up fot examination, the Appropriation Accounts
" etc., pertaining to the Ministry of Production. The following departmental
representatives were preseat :—

- (H)
@)
3)
“)
(5)

(6

M

®

®
(10)
(11)
(12)

a3

a4

Mr. Zafar Igbal, Sccretary.

Khanzada Abdul Wadood Khan, Joint Secrefary.

Mr. Muhammad Yaqub, Assistant Accounts Officer.

Dr. Imtiaz Ahmed, Chairman (SCCP).

Air Marshal S. A. Changezi, Chairman (PIDC).

Mr. Saadat Hussain Khan, Chairman (FOCCL)

Mr. Zaheer Ahmed Khan, Chairman (NFC).

Dr. M. H. Chaudhry, Chairman (State Refinery and Petroleum
Corplration).

Mr. K. Idrees, Chairman (PACO).

Mr. Sikandar M. Khan, Managing Director (Millat Tractors Limited).
Mr, Javid A. Faroogi, Managing Director (Sind Engineering Limited).
Mr. Babar Mirza, Managing Director (National Motors Limited).

Mahboobul Hasan, Managing Director (Heavy Mechanical
Complex, Taxila).

Ma;or General Shujat Ali Bokhari, Chamnan (Pakistan Steel).

757.. This Ministry controlled the following Grants :—

T

S. No. ;N_a-me of Grant } Grant No.
.. 198384
1. Ministry of Production .. . . 107
2. Capital Outlay on Industrial Development L .. 184
1984-85
| Ministry.of Production .. .. .o - 109

‘ (‘hpital‘oot'lay on Industrial Development .- .. 189
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758. Reconciliation of Accounts with Audit.—Committce was informed that

reconciliation of figures from 7/86 onward was not done in the casc of Pakistan

-Institute of Management and Pakistan Steel Mill Corpotation. The Department
was directed to up-date the reconciliation of Accounts with delay.

. PERFORMANCE EVALUATION OF PUBLIC.ENTERPRISES (1985)

Pak-China Fertilizer Limited, Haripur (Perf. Eval. Repori—Pages 97—134
¢Kol. II).—Audit bricfed the Committee as under :—

759. Pak-China Fertilizer Limited was set up at Haripur under the direction
-of the Government for production of Urea with the objectives 10 :—

(i) help in developing mdustnal activities in the relatively under develop-
ed area;

(i) provide direct employment to ablout 316 persons and indirect em-

ployment to a larger number of persons engaged in transportation and
marketing ;

@iii) help boost agriculture production by mcreased apphcahon of
-+ fertilizers ; :
iv) utilize indigenous raw matcnal abundantly available at low cost and
_ {v) import substitution.

Lsnd acquisition for the fertilizer comj:lex planned to be set up at Hanpur was
started in the last quarter of 1974. Plant, equipment, erection supervision and

technical assistance was provided by China as a grant-in-aid. Starting from May,
- 1975, the. plant was estimated to be compieted in 2% years. The installation
‘of the plant, was, however, seriously delayed mainly because of delays in supply

of plant and cquipment by China. The project was completed in about 7 years
and started production in April, 1982, The pdoject was completed at a-cost of
Rs. 638.526 million as against the original PC-I proforma estimates of Rs. 344 ,

willion. -

The soclo-eoonomlc objectives of the setnng up of the pla.nt were achleved
with the exception of utilization of the indigenous raw material, .

The Urea plant supplied by China had inbuilt disadvatages ‘of ‘out-dated

“‘technology, low production capacity (95,770 tons) and higher inputs of raw

material, fuel and energy. This resulted in double the ¢ost of the product as .

- wompared to its sister unit Pak-Saudi Fertilizers Limited. In addition, plant

was be set with the problem of gas load-shedding during winter for the last
five. years which forther increased the cost of product. Insplte of these dis-

: _ advantages the company was in profit, because of the oontrolled prices of urea

and payment of the snbsmdy by the Govemment.
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"Urea' prices were decontrolled by the Government with effect from 20th
May, 1986. Since the opdration of the company were not viable without sub-

-sidy, the Government reduced the price of the natural gas (main raw material)

being supplied fo the company from 140.36 to Rs. 90.51 HM3 with effect from
1st July, 1986. This relief to the company resulted in 2 reduction in the cost
of urea by Rs. 300 per fon. Even this relief is not likely to make the company’s

~operation viable.

There were diseconomies in the consumption of raw matdrials, fuel and
energy. However, during 1984-85 and 1985-86 the consumptions were brought
down. The consumption of ammonia and electricity in production of urea was
still_higher than standard which needs control.

‘The company as on 30th June 1986 employed 611 persons as against the
vstimated requirement of 316 persons. in PC-1.

760. The Chairman, PAC observed that Department should let the Com-
mittte know as to why this project was accepted when it was not useful and
what was the loss figures, if the Department had some proposals to come out
of it. The Department explained that once it was accepted, no body could
refusc this offer from a friendly country. The loss since May, 1981 was Rs. 2.28
crorc per year. It had nlow become Rs. 3 to 4 crore per annum. Actual loss
was at a much lower figires. This loss was a Book Kecpmg Loss, due to
charging depreciation on Machinery reccived from China free of cost. It was
correct to say that this project should have not been installed. It was 2 good
will. offer from a friendly country and as such was accepted. -Whatsoever was
offered was taken over. The Industry had some. problems. Power problem

_vith- WAPDA, Gas load-shedding for 3 mionths. Prices of Gas were also beyond

control. The Machinery received free -of Cost was charged by NFC. As such
deprec;atmn was. a factor which contribute to loss figures.

" 761. The Commitice directed that policy of ‘charging depreciation on Assets
received free of cost may be reconsidered. A quarterly report of Ioad-sliedd.ing

by WAPDA and OGDC. should be submitted. There should be better Mauagcrial

control over efficiency.

762. The: Committee fusther directed that :—
" (a) The Finance Division should examine financial restructuring of the
.. .company by writing down-the investment and writing off the joans;
(b) ‘The Ministry of Petroleum and Natural Resources stould try to
. solve problems of supply of natural gas on priority basis ;

{c) The Ministry .of Production should submit a quarterly 'progress -

report on the affairs of the dompany till compliance of PAC direc-
tive is achieved.
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COMMERCIAL AUDIT REPORT (1983-84)

763. Pak-Sadi Fertilizers Limited Inventory Level (Para 282, page 182~
ARCA).—As per Audit Report the Inventory level at the end of 1984 was
Rs. 176.8 million as against the consumption of spares and stores for Rs. 47
million in 1983-84 and Rs. 22 million in 1982-83. The inventory level was
thercfore, considered to be on higher side. The Departinent informed the Com-
mittee that the increase in inventory cost level was dué to payment of duty. The
spares were under valued as the duty had not been paid. All attempts were
being made to reduce physical inventory level. Audit observed that level had
increased during 1984-85. This increase, was how ver, altributed towards
inflation.. There was no quantity.increase.

764. Audit, however, observed that increase did not commensurate with
increase in consumption. The closing balances were at a very high level. The
Department informed that they would take care of Audit observation. The Com-
mittee desired that Department should submit a paper in the next meeting indicat-
ing the steps taken for better inventory control.

COMMERCIAL AUDIT REPORT (1984-85)

765. Lyallipur Chemicals and Fertilizer Limited Biocking of Capital
Rs. 791,568 (Para 37, page 50-ARCA).—Anudit in this case pointed out that
Coal Pulverising Mill was purchased in June, 1980 from a sister unit . for
Rs. 78.237 for installation of additional grinding capacity. In order to make the
mill service worthy, stores and spares for Rs, 713,331 were imported in 1981-82.
The mill was neither installed nor the spares put to any use. The Department
reported that the balance in the case of Jaranwala Mill had been reduced from
Rs. 432,000 to Rs. 139,000 and from Rs. 713,000 to Rs. 166,000 in the case of
Faisalabad unit. The Committee directed that a report in the matter may be
submitted alongwith report called for in respect of Para No. 182 for 1983-84.

PERFORMANCE EVALUATION OF' PUBLIC ENTERPRISES (1985)

766. National Motors Limited, Karachi (Perf. Eval. Report—Pages '45—;87
(Vol. I) —Audit while giving overall assessment reported that NML was originally
established as General Motors Overseas Distribution Corporation in 1953. It
was incorported as Ghandhara Industries Limited in 1963 and taken over undet
the ER.O 1972. 60 per cent of its shares of Rs. 65 million were held by
the PACO and rest by the publicc. The main objective of NML was the
assembly and progressive manufacture of trucks and buses for which it held a
franchise for Bedford. It also assembled light commercial vehicle viz, Toyota
Land Cruiser and Hi-Lux. In addition, NML also held distributorship for pro-
ducts of General Motors Corporation USA and ali Toyota vehicles except Hi-Ace
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and Coaster. The Corfipany -éamed- piofits consistently since taken over in 1972,
upto 1980-81. . There was a loss of Rs. 30 million during 1981-82.  The NML
were 1nto profit; agam when net profit before taxes gave upto Rs.’ 94 26 million
durmg 1982—’85 there was an operating loss . of Rs. 1043 million dunnﬂ
1985-86 whlch was reduted to Rs 1.43 million by other income.

o '767 NML was onee a showplece of the PACO because of Tedasons that th;
umt had achlevtd 100 per cent capacity utilisation viz. 6000 trucks and buses and
wmmandcd a major, market share. Even at present 80 per cent of the existing
tmcks ‘and buses were reportcdly of Bedford make. Attractive dividend paid to
shareholders led to the quotation of NML as “ blue chip company * and in 1979
and 1980, it was included in top twenty companies. The unit had achieved a 60
per cent deletion for Bedford trucks and buses providing employment and tech-
aology-for hundreds of small vendors: and large vendors like Pakistan Machine
Tool Factory, Bela Engineers, Baluchistan Wheel, Heavy Mechanical Complex
and Naya Daur:Motors Limited etc.. During 1980—385, 57 vendors out 85
listed by NML completed contracts worth Rs.. 1313 million. They included
eight large pubhc sector units whose value of supplies exceeded Rs. 800 million
dlmng 1980—85. '

_ 768, However over the period ending 30th June, 1982, the sales of manu-
factured goods decreased from Rs '869.96 million to Rs. 528.30 million i.e. by
39.3 per cent. Sales of Bedford tmckslbuses decreased from 5253 ‘units in
1979+80 to 801 units during 1985-86. viz. by 84.8 per cent, Gm pmﬁt of
Rs. 62.02 milfion during 1985-86 included Rs. 48.38 million viz. 78 pcr cent from
sale of tradmg stock. The car and llght commercial vehicle in which NML had

a dominant share also registered a decline in sales leading to loss of income. The

major ‘reasons for the downfall of Bedford Trucks were mainly a general decreasc
in demand for trucks and buses in Pakistan, specially in the 7 tonnagc ‘range,
increasing ‘competition from other makes viz. Nissan, Isuzu and Hino (total 15
models); change:in transport economics, to favour vehicles of a heavier tonnage
¢ and poor quality of deleted parts. In order to meet the declining sales of Bedford,
NML had staxtedaswnblmg Isuzu Trucks of Japanm odgm.

769, Audit observed that as far as the deletion programme of National

Motors was concerned its effectiveness was yet to be determined in terms of

lhrecpuametersviz'

(1) Transtér of technolagy: ;
(2) Impos bsingion. -
(3) Soualcoumdheneﬁﬁ.

P ST I | Peap e T S
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Refcrence was made: to the original  copcept of —'dclction to  actunlly mn

indigenization and 3 study was required to determine the actual * local content
in the deleted parts :— . _ o .

) The new product line viz. Isuzu was of Japanese origin and the Japanese

were reluctant to transfer technology so what gurantees could the

Ministry give so that the above stated aim of deletion could be

achieved. L . » :

Audit also highlighted the mismanagement of (KV) Jinventorics of

~ Bedford vehicles leading to excessive purchases and carrying costs.

770. The Department. informed the Committee that the company could

not survive with “ Bedford ”. It was aiming at a production of 2500 Trucks

Isuzu. Adjustment attempts with revised situation were underway. Since.

- support was needed by the management, Isuzu may be accepted as standard

product, a proposal to this effect had been sent to Government Labour force
with very high wage ratc require immediate reduction upto 1000 Number.
The balance- could be absorbed. . Establishment expenditure also - require
feduction. In view of reduction in the market of *Bedford” the company
had been making losses.. Due to-reduced activity the prpseni fomc could not
be maintained. The mansgement had taken steps for management improvement,
reduction of manpower and to bring changes in- production- pattetn. The re-
Pprescatative of Planning informed the Committee that’ against.a capacity of 6000
trucks, it was being operated at 1000, whereas future proposals were upto 2500
only. Some thing was required to be done to utilize idle capacity.

771.‘ 'ﬂn,PA_C. directed that a study of the whole problem should be carried
out and repost gubmi_ﬁed,to PAC. The report should also cover the problesns of
idle capacity utifization, ‘competition and deletion, : '

772. Sind Engineering Limited, Karachi [Perf. Eval. Report—pages 2—6
(Val. I)]—Audit reported to the Committce that Sind Engineering Limited (SEL)
was originally established in 1963 as Wazir Ali: Enginecring Limifed by Awami
Avtos Limited (AAL), formerly Ali Automobiles Limited; as an ancillar
engineering works for its automotive assembly with fabrication and die casting

facilities.  SEL and Awami Autos Limited were managed by a single management

m-nil tst July, 1984 when Awami ‘Autos ceased operations and was finally merged
with SEL with effect from Ist Marck, 1986, ' :

: 773. The company carned profits consistently since its takeover excepting for
the years 1977-78 and 1978-79. Paid-up capital increased from. Rs. 2.00 million
38 on 30th June, 1981 16 Rs. 17.50 million 2s on 30th Juae, 1986- while general
maza stood: at Rs9193 million on the same date. SEL’s pmﬁ!abﬂny, after
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showing a consistent declining trend during 1981—84, had again improved in
subsequent years. However this was not a matter of complacency for the manage-
ment as it was mosily the “ other income ™ from scrap, commission on booking ol
Suzuki Vehicles, interest earned and income from clearing service which mainly
contributed towards company’s profitability.

774 The fact otherwise remained that the company was not so soil as it
appeared to be for the reasons that :—

(a) Profitable franchisc oi Suzuki 4-wheelers was withdraw from SEL in
January, 1984, thereby depriving the company of a substantial and
assured market. The company suffered an operating loss of Rs. 2.64
million in 1983-84 mainly on this account.

(b) The decline in sales was partly off-set by increasing the sale of Toyota
Hiace|Coaster. SEL had no franchise and the vehicle was 1ikely to be
withdrawn.

(c) Karachi Road Transport ,Amhority was understood to have decided in
principal not to issue road permits to mini-buses in Karachi.. Com-
pany’s sale of Mazda T-3000 which was used as mini-bus, was
likely to be adversely affected by this decision.

(d) Surplus capacity of 4-wheeler plant was being utilised by assembling
Suzuki- Van for Pak. Suzuki Motor Company (PSMC). This
. arrangement may- hot- continue as PSMC was planning to expand
its pwoject. after which all assembly work will be dong in house.

(¢) PACO had submitted: a PC-I scheme for transferring Suzuki 2-
wheclas plant to Mack Trucks under a joint venture with manage-
ment of a private company, M]|s. Al-Hilal. Although 2-wheeler
plant was not presently running in profit, the decision would deprive
the company of its substantial business.

{f) Company’s Lahore branch (with 104 employees) and Rawalpindi
branch (with 56 employees) were unprdfitable. In addition to the
revenue generated by ‘these branches, SEL was spending Rs. 3.5
million annually on them. '

775. The management was well aware that SEL would have to rely upon
Mazda for its future. Future plans, therefore, include progressive manufacturing
of T-3500 as mini-truck of 34 toms, developing a standardised non-aircondi-
tioned Coaster and continuing the sale of mini-buses as intercity commuters. The
overall demand may nat, however, be commensurate with exiting facilities and

SEL which would also ‘have to compete with Pak Hino Limited which was.

already producmcr trucks of 4-5 tons capacity. Theﬂ: was, however, a potential
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to expand the ‘marchs of mini-trucks by institutional promotion but. the company,
besides closing its Lahoré and Rawalpindi branches, will have o lay off the
surplus employees to keep itself commercially viable in the face of chan@d
circumstances and reduced activities.

776. Audit concluded that the company earned profits mainly from sale of
Scrap and got an A category rating by Expert Advisory Cell. It failed to earn
a profit on Suzuki motorcycles neglecting an important product line. Its main
product line viz. Mazda T-3000 scries was under marketing strain due to decision
of Sind Government-to phase out “ Mini ” buses in Karachi. Its decns:on to sell

Suzuki and develop a new Mazda Chassis in 3-4 fons range has an mherent risk
-lement.

777. The Department gavc a detailed explanation on-the points raised by
Audit. Tt was reported that Motor Cycles were. being dlspensed with during the -
.one year period, the existing factory will run alright with new arrangements.
The Chairman PAC at this pomt ‘wanted to know that a large ‘number of coasters
Were being nnported could your factory compcte with it. . The~ Department
held that it was-a very small busine$s to'do. ~ The represesitative of Planning
Division observed: that there was trend .toward- Japanese Technology. ~Japanese
were misers in technology, we could see towards west who could transfer teqh—
nology. There were three methods of getting technology. Either it should be
pm'chases stolen or developed at a very heavy cost. The ‘Department was of the
view that’ Japanese policy of transfer of teclmology had undcrgone ‘some changc

‘#78.- A. Mémber questioned how. India-.could: get it: sad Pakistan could not ?
The ‘Departinent- informed  that transfer- of technology . wis - :a relative term and
had lot-of meaning: -“The Chairman PAC asked .Plarinlug Division; to study the
w’lmle problcms of mlu-typc autos.; 'I'hcte sllonld bc some standardisation.

. 779. The, Commlttee atter a detanled dxscussm dimcted that 1ong-tenn plans

should be finalized early and then nmplemcntatxon of these plang-should be looked
after . e .-

780. Bela Engineers Lmuted Karaclu {Perj Eval Repom--?ages 93—132
(Vol. [))2 —Audlt while givme, overall assement reportcd that Bela Enginéer Limi-
ted was ongmally concewed m 1970 by Ghandhara industnes Limited; (now
Hational Motors Limited) as Ghandhara Diesels Limited ‘for ‘the assembly and
‘progressive manufattire of - ‘Bedfords: dxml cngmes for transport vehicles, marine
craft, agriculturai -and fodustrial -equipnient; genemtors and "cobstruction equip-
‘meat under licence from Vauxhal Motor Limited,-UK. After its take over.in 1972,
the unit was renamed as..Bela . Eng;n:ers Lmnted and was currently a unit of
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Pakistan Automobile Corporation (PACO) Limited. The main problem with Bela
was that it failed to adopt an ‘independent corporate strategy which was evidence
from the following facts :—

(i)

(ii)

(i)

Excessive preoccupation with only':one customer, NML, leading to

. failure in the development of more diverse and stable clientee.

Abseﬁcc of franchise agmenient with its principals due to which the
management was unable to hold a stable price line and to smoothly
pursue its deletion programme. ~ '

"Absence of formal contract with NML, which enable the latter to
cxplo:t the situation. For instance, National Motors did not place

" firm orders which often .adversely affected Bela’s production pro-

gramme, leaving it siranded with the idle inveniories. Bela was
asked to accept lower prices of their engine than fixed by the CGP;
which consxderably reduced companys margin, National Motars
launched a direct booking scheme in 1980—82 and components

- ‘worth Rs '233.11 million were forced upon Bela without any prior

axranganmt due to which these remained mostly unutilised.

Besides defewve corporate strategy companys other policies also left muchto be
dwired vig:—

@

.'aa)

©
@
()
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The compauy started zmemblmg Ursus tractors by using Bedford
engines in 1980-81. The project was not well considered and the
company ended with 106 unsold tractors worth Rs. 6.45 million.

Material was requisitioned on “ component basis " which led to

build-up of imbalanced inventory. Despite spendmg a huge amount
of Rs. 54.1 million to belance it, part of the.inventory remained ini-
balanced. Ultimately the scrap, dormant and redundant inventory
of the book value of Rs. 19.29 million was’ disposed of at a loss of
Rs. 17.49 million in 1985-86, reportedly without the approval of the
Percentage of rejected engines averaged 39 per cent which was very
high and added to avoidable overheads. ,
Sale of engines for industrial and commercial applications could not
be pushcd beyond 5 per cent of total sales mamly due to ineffective

Poormmtorymanagementledtoblockadeoffundsmdmgh
ﬁmﬂchargupaxdbythemmpanyweteadragonnspmﬁtabihty

Deqme monopoly of Bedford truck till 1980, the company could not
-mm deletion of more than 43 per cent.
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‘Presently the management itscl{ appearcd to be disappointed with the future of
Bedford engine and had gone for assembly of Fiat tractor engines as an alterna-
tive product line. However, the . assembly function alone could not kcep the
company afloat in the long run because firstly, the margin on assembly was very
lo* and second!y, the activity did not involve the use of the company's produc-
tion facilities and as such contributed very nominal value added. -Other future.
plans included assembly and progressive manufacturing of Mazda T-3000 engines-
for Sind Engineering Limited installation of flexible machining line for machining
of cylincer blocks and heads of all types of vehicles. A more ambitious plan
would be to develop a standard engine which with certain modifications and
ditferent versions could be used in all vehicles.. This will facilitate deletion pro-
gramme, thereby ending our reliance on foreign suppliers. The scheme would,
however, need Government support.

781. While summerising, it was informed that there was Excessive depen-
dence upon National Motors to whom 95 per cent-of sales were made. Declining
sales of Bedford trucks had in tum an adverse impact on - Bela's sales. The
company failed to push sale of industrial and commercial applications beyond
S per cest due fo ineffective. marketing and ‘preoccupation with one
customer. There was inventory mismanagement and accumulation of
imbalanced CKD components. Poor “wotkmanship resulting in rejects upto
39 per cemt Assembly of Fiat tractor engines on behalf of Al-Ghazi
Tractors Limited on-ad hoc basis could not be relied upon as a permanent alter-
native product line. - It also could not keeputhe company afloat in the long num.
Diversification was needed to gainfully utilise 611 employees. Planned progres-
sive manufacture of T-3000. engines for Sind Engineering Limited was not
enough to absorb the entire strength. ~Machining of cylinder heads and engine
blocks for all type of vehicles could be. provided. - - Development of a standardised
engine to be used in all vehicles with different versions could also be considered.

782. The Depanment briefed the Committeé about working affairs of the
Company. It was informed that originally it was a “ Bedford ” concern. The
Bedford went down, it also went down. Investment was on “Badford’ Audit
had proposed a flexible machinery line. This proposal was under active consi-
deration. It required an investment of Rs. 20 to 30 crores. It would be econo-
mical after the above investment. During current year it would be declded i
Bclawastotemamasntwasoruwastnbeexpanded.ltdependson“Bedford and
“Al-Gazi”. There were problems of disposing of inventory. A survey had
been carried out by the Company. Some very serious discrepancies ®ame to
light. Inventory system was being developed. :

783. On a question from Chairman PAC it was further reported that an
investigation had been finalized and was under action. The discrepancies were
due to mls-mangemcnt and individual mSpombihty The system had however
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~been organised now.  All unsold trictors had been sold. The Committee directed
that a copy of departmental enquxty should be submitted to PAC within 10 days.
The Committee also emphasized “upon the Management to improve their quality
""hc Commxttec also emphasized upoi the Management to u'nprove their quality

‘ 184, Domestic- Appliances Limited, Karachi [Perf. Eval. Report Pages 3-—38
“{Veol. ] -—Audit reported that, the Domestic Appliances Limited (DAL) was
‘ihcorporated as a private limited company in 1974. It was set up originally as
‘Northern Electric Company in the early 70’s in the private sector for progres-
sive manufacture of airconditioners. It was purchased by National Motors
Limited (NML) a unit of PACO in 1973 for about Rs. 2 million and started as
@ 3oint venture of NML and Awami Autos Limited, another unit of PACO, for
progressive manufacture of airconditioners .and “refrigerators. -~ Shares held by
NML were transferred to -PACQ-in 1981.. DAL started with the assembly of
“.Admiral " airconditioners in June, 1974 and “ Singer ” Refrigerators in 1975,
but could not compete successfully in the market and operations were suspended
in 1977. In 1980, DAL started assembly of “ACMA™ airconditioners in
collaboration with ACMA Electric Industries Limited, a company incorporated in
Singapore. -- Duting :1980—84, .Rs. 9.8 million - were speat on. balancing ...and
modespisation for pmductm of * Indesit 7. Rc.fngerators .which -commenced .in
-Janpary, 1984.. .Allhough DAL stasted .a deletion, prqgramme for . ACMA"
aweondmoncus, -it suffered a senous setback when the fan motors in axroondmonets
" developed -locally -by Siemens proved . defective damaging the image of the
product. Production remained suspendcd for one. year because of accumulation
of .unsold stocks.- Inventory of raw materials also plied up. Blockade of capital
in inventories ot MW materiais and finished goods and inyestment in BM Scheme
: mcneased-thq bmﬂen of. ﬁnancml charges which coupled with over-hcads posed. a
major drain, on. Company s.profiability. _Accumulated. -losses. increased from
Rs. 04! mllllon In 1979-80 to Rs. 12. 57 million in '1985-86 which were. more
than 4 tmes the pmd-up cap1ta1 as on. 30th June, 1986. 'PACO had decided to
dlsu;vqst thc u.mt a.nd currently vanous offers were bemg oons:dered

185. "The" Chmrman PAC observed that it appears from ‘the pos:tlon brought
ot that it -thotld be packed up. The Departthent ‘explained that the’ factoiy
was to be  closed’ due te -excessive labour cost. Presently after retrench-
' ment  was® bemg Tan’-on - daﬂy fabour basis and there ‘was no loss.” Th:
possxblhty of d:spensmg with 1i was- bcmg explored. “Theré were accumulated
losses also.  ‘The: Committée ‘was ‘also informed that labour was to ‘be kept all
~ the year round, a'though it was a s=asonal- mdustry - The Committee ob-ervad
hat ﬁnal attion. should ‘be -taken’ eaﬂy to avo:d loss. of Public Money. -

' _ 786 Trader Developmem Corpomuon Ltmzted Kamdu (Perf.. Evat. Report
pages 3—40 (Vol. I)]—-Accordmg to Audit Report, the TDC was set up in the

v N
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_private sector-in October, 1965 as Jaffar Industrial Corporation Limited. It

was nationalised in 1972 and renamed as Triler Development Corporation
Limited with PACO holding all its shares. In 1975, it was made a subsidiary of
National Motors Limited to serve as a vendor for NML’s progressive manuflactur-
ing programme. On 1st July, 1984, the company became a subsidiary of PACO.
TDC had, in addition to trailer fabricating and bus body making, facilities for

axle manufacturing, machining job and miscellaneous jobs [fike exhaust system etc.
Both PACO and NML seem to be responsible for- non-lmlisatxon of TDC's
facilities to make it a profitable unit.

787. The company inherited an accumulated loss of Rs. 1.4 million at the
date of takeover which increase to Rs. 62.58 million (inclusive of written back
loant of Rs. 31.66 million) as on 30th June, 1986, The company’s equity thus
stood completely eroded. The short-term measures of writing off of a loan of
Rs. 5 million by PACO and Rs. 31.66 million by NML and allocation of foreign
exchange during 1979—81 for trading of Toyota Hi-Lux also did not help to
rehabilitate the company. Persistent Josses were attributed to inadequate working
ard delays in delivery schedules, excessive over-head burden, heavy finantial
charges on bank borrowings due to poor liquidity, and blockade of funds in
rédundant machinery (Rs; 8. 89 million); obsolete stores (Rs 6.3 miltion) and
rec-wabl&s (Rs. 9.8 xmllion)

788. Financial restructuring could not be arranged.  Change of status from
NML’s subsidiary to PAOO’s subsidiary failed to have any favourable impact on
company’s liquidity as the step was necessitated more to save National Motors
Limited from losses- of TDC rather than to help -the - company by amanging
adequate job ‘orders from other - sistct -wnits - throngh its influence as a holding
company. TDC had to secute:orders on cofpétitive -basis which ‘was hardly
possible because of higher rates due to:.unabsorbed -over-heads and non-utilisation
of ful work force. '

* 789. The company was able cam for the first timie a nominal - operating
profit of Rs. 105,874 in 1985-86 due to production of 250 heavy duty-sémi-
trailers in collaboration with an Ialian -firm Calabrése.: This could become
TDC's standard product as NLC ‘intended t6 parchase 1500 such Trailers and
Bowsers i the Sixth Five-Year Plan.- However; NLC under pressure of its own
marketing needs, stopped placing further orders which left TDC with no major
order in' hand or likely to be secured in near foture. In ordef to breakeven, TDC
needed a sale target of Rs. 49 million which, in the circumstances -appeared to be
impracticable. - The Management had, therefore, laid' off all but- 11 employees
from 15th December, 1986. It appeared that PACO had already decidéd 16
disinvest the company. ‘ B
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- 798, ia fhe present situation, the t‘ollowmg four alternatives. were avaiL
-abler— - :

(:) The dompany had bcen given a fresh life by reduction of its strength
A new start could be made by reorganising, after financial structuring,
thc Plannmg and Designing and Marketmg departments.

i (ii) Altematwely, the company. may be converted into a joint venture
enterprise on the pattern of Hino, Pak. Limited and Al-Ghazn
Tractors Limited.

(iii) The facilities may be. uuhscd by PACO as a help to achieve its own
*  objectives. ’
(iv) 'I‘he umt may be disinvested provided a handsome offer is received.

. 791. The Departmcnt reported that it was a losing concern when nationa-
lised.  An attempt was made to make it a healthy unit but resulted in failures
nnd its 320 number labour strcngth had been dis-employed. .. It had been closed
for good.. The Committee closed the discussion with the words “ well done ™.

%

COMMERCIAL AUDIT REPORT (1983-84)

792 Paymem of . Demnnge CIurges-—-Rs 285,300 (Para 40, pagves 52—53-
ARCA) —Audit pointed out that Awami Autos Limited, paid. demurrage charges
amounting to Rs. 285,300 during the year 1982-83 on three consignments due to
improper - documentation by. the ‘clearing agents and the Management. The
consignment : could have been . cleared on mdcmmty Bonds and. Demurnage
avoided, 'I‘heDepamnentadnnwedthattbercwasormssmnmonecase The
customs and NIC did- not_cooperate in-the matter. It was, howevcr a single
cuse-in 500 crore transaction. - TheCommtteeobservedthattheDepm
shouldbeearefdmfumremdscnbdthcpmgraph ‘ H

' COMMERCIAL AUDIT REPORT (1984-85)

793 Loss of Rs. 1.673 million (Approx) due to Impont iand Disposal of
Machines not-Suited to Local Conditions (Para. 38, page SO-ARCA)»—-Acmrdmg
mAuanepoﬁ,PahstanAutnmobﬂeCo:pomhonLunned,nnported 300 rice
dransplantors in 1977-78- from .Korea and China at a cost of Rs. 2.4 million.
The tmsplantors were, however not found suitable for local conditions. Some
©of these-had to be re-exported ‘bearing carriage charges and some otherwise had
1o be disposed of the Corporation suffered a loss of Rs, 1.673 m:lhon in this deal.
The Department reposted. to the Committee that this was an experiment and the
(busmformponaf-thls maehmezywastakenathxghestlevel. -The experi-
ment: fiuled and- mpamnent had lcamt @ lesson. The paragraph was dropped by

ToA e T e e o e e e 4 s —
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794. Non.recovery of Demurrage Charges—Rs. 192,296 (Para 46, page S5-
ARCA).—According to Audit, a sum of Rs. 192,296 was paid as demuricage, due
to delay in clearance of consignment, which could have been avoided. The
Decpartment reported that due to “ go slow " movement there was a delay of two
days which could not be avoided. 'I'he Committee accepted the cxplanatlon and

bcttlcd the paragraph.

795. Loss of Rs. 335 on Mamtenance of Rest House (Para 42, page- 52—
ARCA).—Audit pointed out that Mxlla_l. Tractors Limited, had been main-
taining a Rest House at Khaira Gali since its nationalization in March, 1972,
The Company had not disposed it off since than and had incurred an avoidable
expenditure of Rs. 335,125 on its maintanance. The Depatment informed that
there was an expenditure of Rs. 2,800 per month only which was not very heavy.
The total amount of loss as worked out included depreciation and expenditure
during last 8 years. It was promised that the Audit proposal would be sub-
mitted before the Board of Directors before final autaon in the matter was taken.

The paragraph was settled. -

Non-acceptance of Insurance Claims Rs. 214,000 '(Pém 40, page S1-
" ARCA)

Purchase of Machmery at a Higher Cost Rs 95 ,800 (Para 41, paga 52-
ARCA)

796. The pamgraphs were settled without any observation.

797. The Committee then adjourned to meet agamonSunday, the Seh
,Apul, 1987, mmnmnemnunauonofacommtsomeistryothdmm

'M.A.HAQ.

" Islamabad, the 18k Tuly, 1987,
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NATIONAL ASSEMBLY SECRETARIAT
_ ' Sunday, the 5ith- April, 1987
Fowrteenth sn‘ting? (PAC) | . A
' 798. The Public Aocoﬁnts Committee assembled at 09.00 a.m. i the Parlia:

ment House Islamabad to continue the examination of the Fedefal Accounts
for 1983.-84 & 1984-85 The followwg were present — -

P.AC:

(1) Sardarzade Muhammad Ali Shah, M.N.A, .. ' Chairman.
(2) Malik Said Kban Mahsud, Minister of State for Water

& Power Member. .
(3) Mr. Shahabuddin_ Sha.h Hussa.mv M.N. A .. .. Member.
(4) Nawab Muhammad Yamin Khan, M.N.A. .. .. Member.
(5) Mr. Miangul Aurangzeb, M.N.A. . .. .. Member.
(6) Shahzada Jam Mubammad Yusuf, M.N.A. . ' .. Member.

' National Assembly Secretanat .

(1) Mr. Muhammad Aslam, Deputy Sectetary

(@ Mr, Gulzar Ahmed, Officer on Special Duty.

Audit ©
(1) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan.
(2) Mrs. Suraiya Hafoeez, Deputy Auditor-General (CA).
(3) Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ord).
(4) Mr. A.A. Zaidi, Deputy Auditor-General (A&R).
(5) Sh. Muhammad Sadiq, Accountant General, Pakistan Revenues.
(6) Mr. Ahmad Nawab Qureshi, Director General Commercial Audit.
*_(®'Mr. M.S. Amjad, Director General (PEC).
(8) Mr. Niamatullah Abid, Director (PEC).
Ministry of Finance : ‘

(1) Mr: M. Zafar Igbal, Joint Secretary.
(2) Syed Zaki Haidor, DFA (Production).

Planning and Development Division :
(1) Mr. Muhammad Aslam, Assistant Chief.
(2) Mr. M.Y. Siddiqui, Deputy Chief.

799, Aécounts Examined.—Accounts pertaining to the Ministry of Produc-
tion were examined by the Committee during the course of the day.

T A

s n o o bioghs . S . b g




v

: 149
MINISTRY OF PRODUCTION
800. The Committee continued examination of the Appropriaticn Accounts
etc., pertaining to the Mmlst.ry of Production. 'Phe following departmental m
presentalives were present. —
)] Mr. Zafar Igbal, Secretary.
(2) Khanzada Abdul Wadood Khan, Joint Secretary.
(3) Mr. Muhammad Yaqub, Assistant Accounts Officer.
(4) Air Marshal S.A. Changezi, Chairman (PIDC).
(5) Mr. Saadat Husain Khan, Chairman (FCCCL).
(6) Dr. Imtiaz Ahmed Khan, Chairman (SCCP).
(7 Mr. M. Imtiaz-ur-Raheem, General Manager (F) (PECO).
(8) Sh. Anwar Alam, General Manager (F) (SEC)
(%) Mr. Ma.hboobul Hasan, Managing Du‘ector {HMC Taxila). -
(10) Mr. A. Wahab Siddiqui, Managing Director (TWMC).
(11) Maj. Gen. Shujat Ali Bokharee, Chairman (Pak. Steel).

* APPROPRIATION ACCOUNTS (1983-84) -

801. Grant No. 101—Ministry of Production (Page 860-AA)—The grant
closed with an excess of Rs. 120,934 which was attributed to payment of advance
salary on Eid.- The Committoe recommended the excess for regulansahon through
Exoess Budget Statement : -

802, Gram No. 184-—-Capnal Om‘lay on Industrial Develapmenl {Page 860-
AA) —There was a saving of Rs. 133,023,248 under this grant, which was surren-
dered by the Mlmstﬂ_f intime, The Committee did not make any observa.tton

APPROPRIATION ACCOUNTS (1984-85)

. 803. Grant No. 109—Ministry of Production (Page 849-AA) —The grant
closed with 2 saving of Rs. 546,892 which was wlthm permnssnble limit. The
Committee dxd not make any observation onat

804. Grant No. 189—Capcrat Outlay. on Industr:al Development (Page 850-
AA).—This grant closed with an excess of Rs. 3,000,000 . The Department explai-
ned that Rs. 10 million werc released for Heavy Mechanical Coniplex after adjust-
ment. Rs. 3 Million were drawn after proper approval. It was considered to be
an additional grant. It was actually-a mistake on the part of State Bank, which
made the payment twice. The Committee directed that proper Budgetary Con-
trols should be exercised who-so-ever was responsible should be careful in future,

The excess was recommended for re’g_ulari.iatiqn; through Excess Budget ° State-
ment. ' \ - : :
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COMMERCIAL AUDIT REPORT (1984-85)

-805. Expected Lass of Rs. 187,476 due to short, deli very of Cement and _non-
recovery of penalty Rs. 830,000 from a carriage contractor (Para 50, pages 56-51-
ARCA 1984-85).—According to Audit, Kohat Cement Company Ltd. concluded
for one year an agreement in March, 1980 with M/s Zahoori & Co. for transporta-

“tion of Coment to be procured from sister units for utilization in Civil Works.
Fresh agreement for onc year was again made after expiry of first agreement.
During the period of contract the contractor delivered 16,600 bags short out of the
Cement handed over to-him for cartage. The value of this qua.nuty worked out
to Rs. 747,000.. An a.mount of Rs. 559,524 was adjusted against the amount of
Security Deposit lying with the management, leaving a balance of Rs. 178,476 still
recoverable in addition to penilty leviablo unider terms of agreement.

806. The Depa:tment eiplained in repiy that a Civil Suit had been filed and

was pending in a Court of Law.” The Chairman PAC observed that legal notice

was given after a considerable delay of 3-1 /2 years. No-body bothered to check it
during the contract period. The representative of Department intimated that the
case was referred to Marsha,l Law in the first instance and some recovery was possi-
ble. No doubt there was neghgence but it was due to the fact that appropriate
storage arrangements-.wefe not available, The Committes directed that the
Departmont should be careful in future. The para.graph was settled with the
dirocuvn to pravent such cases in ﬁltu.rc :

. :807. Ourpayment due to m'egular esclation- Rs. 374,293 u’ara 67,-page 68-
'ARCA 1984-85).—Audit pointed out that in the case of a Cement Company a
work of contruction, of Building was awarded to a contractor at an estimated cost
of Rs. 11 Mdhon in June, 1979 with date of completion as July, 1980. The con-
tractor . could nsot coimplete the work aeoordmg to the schedule. “NG extension
in time limit was allowed to the contractor.  In February, 1982, the contractor was
granted excessive escalation of Rs. 374,293. Head Office: of the Compa.ny also
held: escalation as excessive. The matter required investigation and recovery,
Thﬁ Dcpa.rt.mont repor;ed that the propomonal amount for the period for which
the contractor dould not complete the work was deducted from his security deposit.

Anamount of Rs, 737, 97lhadbcencla|medashqmdateddamges and thecase was '

. poushng in the Court of Ltw. Tho Comlmttee deferred the paragraph being Sub-
Jndxca .

COMMERCIAL AIJDIT REPORT (1983-84)

. 808 ~Extra Expmditure of Rs. 4.588 Mtllwn hy u.mt of Pulses and Cloth at
sub.rid;sed rates (Para 45, page 57-ARCA 1983-84).——Audit pomted out thatin the
case .of Heavy Mechanical Complex, the organisation had been supplying Pulses
and Cloth. at subsidised ratés to the Staff/Worker from 1974 to 1982 although
such t‘acllnty was w:thdrawn by Govcmment in 1974. This resulted in extra

\..A ‘ A*M—_ A e . Sem AR . e .
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oxpenditure of-Rs. 4588 million. The ‘Department intimated to the Copmittee
that the orders referred to by the Audit were not m the notice of the Orgamsat:on

They ‘were, howcver, on thair, own ta.ken up thc mauer wsth the barg'unmg agents
and was being ¢ dlSCllSSCd each year '

809. The Committee directed that the Depa.rtmentshould becateful in future.
It should be ensured that fringe benefits allowed by Govemmcnl were not or and
above, the increases allowed throngh bargammg agents

810. Irregular Payment- of Bonus{ Advance payment to Officers (Rs. 1.007
Million) (Para 46, page 57-ARCA 1983-84).—According to Audit the management
made an 1rregular payment of Rs. 1.007 Million on account of Bonus etc -+ 6
ofﬁeers, who were not entitled tc it under Government Imtmct:ons TheDépart- i
ment reported that these payments were approved under the Companies ‘Act/
Ordinance. The Committee observed that it should be ensured that relevant
Government Orders were a.lways pnt up before the Board of Directors, Whenever
such matters were considered. The' paragraph was, however, settled

811. Pioneer Steel Mills Limited (Workmg Results) (Para 41 page 237-
ARCA '1983-84).—Audit in this case pointed out that-the Mills-had been facing
tough competition from private sector. The Mills were neither operating -at
installed capacity nor at:Budgeted capacity. The low. production had come down
to break oven point. This.trend will lead to ‘losses in subsequent years.- The
Managoment should take effective steps to boost upmks '!‘hemarkctmg stralegy '
should be mued 10 meot the cballenge

812 'I'he mpresentatwe of the Department mformed lhe Comm:ttee that
Company was on disinvestment list. It was sold earlier, but theré was legal “Tacima
in it: It could only be so0ld to ex-owner. ‘A Bill to cover legal requirement of
sales to parties other than ex-owner had already been proposed for introduction in
the Assembly. The Company could not be run, in absence of final decision in the
matter. Allattunptswmtakantoreduce!ossesm theaboveeondmons Eoono-
:mc Reforms Order” (Amenﬁnem) was lying pendmg, '

'813. The Cbmrman PAC observed that. it was not possnble to control the
losses every. where and one could take care of losses at one place, -~ Was it not
possible to mstall moxe f:wtones 1o absorb surplus labour and then to run all
on profit ?

814. Tho Departmental rcpnsentative informed ‘that since there was hard
eompeutmn, the Deparmmnt had to be harsh in removing*causes hindering the

progress, The overall posmon of the Depamnmt was thata proﬁt to the extent of
150 Crores was being earned by the Steel Mill, The Government announced
increases in remunemuons and allowancés over and above those agréed wnth

bargaining agents, This was required to be looked into at hngher level.
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:815: - The Committes after a detailed discussion directed that. —

(i) New fields should be explored to absorb surplus labour. The existing

- mills should be un-burdened from extra labour contributing towards

losses. A paper should be submitted on the subject through Planning
Division.

(i) The Government should not announce fringe benefits to the workers
over and above those agreed to by bargaining agents.

. 816, The Auditor General of Pakistan at this point observed that no doubt
there was labour problem, but it had been discussed much. There were problcms
of Financial Management, Marketing and other weeknesses which are also required
to be looked into. For example in this case legal action was considered essential
after disinvestment excrcise had been completed. The required paper should also
cover all these aspects. The PAC desired that Secretaries Production, Labour,
Plaaning, representatlves of Finance and Audit should make a collectlve effort in
preparanon of this paper.

811. Quality Steel Works Limited (Para 416, page 239-ARCA 1983-84).—
Audit pointed out that the Company earned 2 net profit of Rs. 5.73 million in
1983-84.. This: profit, however, decreased to Rs. 2.29 Million in 1984-835. The
Management shoyld look into the.reasons of decreasing trend before it was too
late. . The Depastment reported that main decrease in net profit was due to reduc-
tion in sales of towers/structuers to WAPDA. The Committee directed that_the
Department should carry out a proper cost study The WAPDA should also see
that they were helpful to the organisation.

318 Nou-rmvery of material from contractors Rs.. 1.101 Mdhon (Para 47
page -58-4ARCA 1983-34).—Audit pointed out that during 1977-78, Quality Steel
Mills supplied material fo five partics for'execution of certain jobs. The un-utilized
matorial valuing Rs. 1.101 Million was not taken back and had to be subsequently
written off. The Department.explained that it was a negligible amount. The
proper guarantee iin this case was not taken. Terms also were vague. The De-

partment had already taken safeguards. The Committee expressed its dis-satis-

faction over the lapsés and asked the Production Division to be more vigilant in
future. Subject to these remarks, the paragraphs was settled.

COMME,RCIAL AUDIT REPORT (1984-85) -

819. Metropah:an Sleel Corporation Limited—Loss of Rs. 521,716 (Para 48,
pages 55—56-.4RCA _1984-85). ~—Audit in this case pointed out that in June, 1983
the Corporation exported ‘mild and deformed steel bars to a party in Dubai,
through an nrrcvocq,b]e letter of credit,

e 3 ok e
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The amount of L.C. was credited to the accounts of the Corporation by United
Bank Limited. Subsequently the party rejected the consignment on the plea that
bars were in coils and not in straight length. The Corporauon incurred extra
expend:ture of Rs. 521,716 on re-import of material.

820. The DCpartmcnt cxplained that party declared documents defectwc on
flimsy grounds. The U.B.L. debited our accounts and rcfunded the proceeds to
the party, which was not regular, the Bank had been warned for making this
refund. The cons:gnments were sold at higher rate and lhus Ioss had reducad to
fifty percent.

821. The Commxttec observed tha.t warning was not suﬂictent in wew of
conduct of Bank in this case. A serious note should be taken. It was directed
that Ministry of Finance and the banking council should looL intoitand a detailed

- report indicating the names of those involved in it should be sub:mtted within one
month. The consideration of paragraph was deferred '

822 Specwl S’teel of Paklstan Lzmlted—~Shorlage of Stores—Rs 7. 954
Million (Para 643, page 324-ARCA).~—Audit reported to the Committee that in
1983-84, physical verification of stores revealed shortage of Rs. 7.954 million.
The Department explained that the casc was in the process of finalisation. A
Committee was formed to look into the reasons of these shortages and -to- fix
responsibility. The Committee deiayed the report and the- rcsponsiblhty had also -
not been fixed. The Chairman PAC observed that the case- ‘was pertammg to
1983-84 and now it was 1987 It had been delayed- “The Committee directed -
that the case should be finalized within one month aad.a report submitted to
P.A C.. ' : S

823. Swat Ceramics Company Limited—Loss of. Rs 18. 498 due fo non-recmen ”
of advance (Para 43, pages 52-ARCA 1984-85). —Audit pom‘ed out that an sdvance
of Rs. 44,000 was paid to a Firm for supply of bncks The suppher failed to"
complete the contract. An amount of Rs. 34,39 thus stood overpaid to hlm
The Department accepted the observation and rep(!"{cd that the supplier had
since closed its business and had gone into liquidation. " The ¢laim had been re-
ferred to the llquxdat.or - The paragraph was settled subject to verification by
Audit. ' S

: 824 - Mis-appropriation of Cash.amotinting to ‘Rs. 59.519-(Para 52, page 58- .
ARCA 1984-85).—According to° Audit Report, an iricharge of Fair Price Shop who™
was. advanced money for purchase of Atta, Ghee ‘and Sugar, amounting to~
Rs. 59,519 disappeared in February, 1983 and ‘mis-appropriated the amount.-
No security was obtained from him at the time of- “his appointment, although
previous incharge also mis-appropriated, a sum of Rs. 60,831.- ' :
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825. The Department informed the. Committee that a’ decree had already
bean obtained. from the Court and, recovéry was expected coc .. The Committee
abzzrvad that proper security should have been taken from him  The paragraph
was settled subject to verification by Audit. :

826. Operational Results (Para 405, page 233-ARCA 1984-85).—Audit
brought to the notice of theé Committee that the Company sustained a loss of
Rs. 4.511 Million in 1984-85 and Rs. 11.803 million in 1985-86 on its operations.
The Department explained the reasons for losses and reported that better results
were expected diiring 1986-87. The Committee did not make any observation.’

827. Pakistan P.V.C, Ltd—Expected Loss of Rs. 54,992 due 1o Non-Recovery
Jrom the Dealer/Agent (Para 57, page 62-ARCA 1984-35).~-According to Audit,
a firm was appointed as dealer for the products of the Company. In accordance
with the terms of his dealership he was to make full payment for orders placed by
- him and was also required to pay Rs. 10.000 as security deposits. An amount of
Rs. 5,000 only was accepted as security and he was allowed credit facilitics in con-
travention of terms of h.s agreement. Thus an amount of Rs. 69,992 was out-
standing against him which he had refused to pay, resulting in a loss to Company.

828. The Department reported that the firm had defaulted and even had
closzd the business. All possible attempts were being made to recover the amount.
It was not considered 'apprppriatc to sue the patty as it would have been an expenses
proportion. For the futp‘re,' precautionary measures/were being taken. The
Committee observed that there should be some definite legal course open in such
cases. Something must be done to safeguard interests of the Public.

829. [Ittehad - Pesticides-Blocking of funds. (Para 234, page 164-ARCA
1983-84).—Audit in their report observed that funds to the extent of Rs. 58.144

million were blocked in stock-in-trade, stores and spares and trade debtors, which-
appeared to be on very high sids. The Department informed the Committee that

thiie had bzen improvement since then. The amount had been reduced to 35

Lacs and was further being reduced. The paragraph was settied by the Com-
mittec. ) '

COMMERCIAL AUDIT REPORT (1983-84) . -

830. Pakistan Sig_el Mills Corporatidn Ltd—Loss of Rs. 1.336 Million (Pal"c.:l“
42, pages 54-55-ARCA 1983-84).—According to Audit Report, a contractor em-
ployed on Coke Oven by product plant of Pakistan Stsel Mills was allowed extca-

man: hours due to supply of defective material and drawing to him in 1977, ‘which -

resylted in a loss of Rs. 1.336 Million due to extra payment. The Department
explained in reply that some of steel structures which were twisted during storing
and transportition were repaired before instzllation. Some modified work in
addition to that in B.0.Q. was. got done from the contractor. The additional
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-man hours were allowed after a fair assessment by the Enginecr and not as 2 malter

“of course, Audit pointed out that an officer was deputed to verify the assessment
made but records were not produced. The Committee dirccicd that the reply
should be verified by Audit.

. 831. [rregular{Unjustified payment of Rs. 608,919 for supply of Labour {Para
43, pages 55-56-ARCA 1983-84).—Audit reported to the Commiltze that a pay-
ment of Rs. 608,919 was made in March_ 1981 to a contractor for the commitment
made by him to supply a [abour force of 100 man during the nsriod July to
September, 1978 and again during July to September, 1979. The payment was
irregular. [t was reported that the contractor neither submitted hi: bill in 1978,
nor. during 1979. In 1980 all the records required were prepared an:t the bill was

_submitted by the contractor.

832. The Department explained that based on expsrience of 1977, when
rains played havoc. It was decided to keep a labour forc2 ready to maet any
emergeacy. Proper records kept by Director Project, ware shown to Audit. The

. records could again be shown, if so required. The Committee was not satisfed with
the explanation and directed the Chairman PASMIC to takc discinlinary action
against the officials responsible and intimate results to the PAC. Names of those
who made such a contract may also be reported.

833. Loss of Rs. 101,777 due to undue favour to a contractor (Para 44, Fages
56-57-ARCA 1983-84).—According to Audit, terms of a coatrast far 21y of
POL to a contractor from Pump of a Steel Mills were changzd subsag iz 1_t1y't_o
the benefit of the contractor which resulted in a loss of Rs. 101,777 to the Com-
pany. The Department explained that the bid was negotiated with the coatractor
who allowed 10% rebate on the contract value. The ratz of P.O.L. w:-2 also
negotiated and were omitied to be incorporated in theletter of intent. Itwai -dn‘ed
out subsequently by the contractor and corrective action was taken. Tl. Cem-
mittee accepted the explanation and settled the paragraph.

COMMERCf Al REPORT ( 1984-85)

834. Loss-of Rs. 76,482 in purchase (Para 45, page 54-ARCA 1984-85).—
Audit pointed out that quotation on urgent basis were called at a noatic: of three

days, but acesptanc: was dslayed by two months, which resulted in revisioa of

rates and consequently extra expenditure of Rs. 76,482 had to bt incurred, The

' Dzpartmzat explainsd that the delay was due to noa-availability of Forzig1 Ex-

change. The Committee accepted the explanation and droppad the paragraph.

835. Loss of Rs. 88,295 due to non-recovery of short landing of 32.49 M. tons
bloom (Para 55, pages 60-61-ARCA 1984-85).—Audit brought o1t that 32 M. ton
‘Bioom valuing Rs. 88,295 was short received in August, 1982, It wai imported
from Steel Corporation of America. The claim was lodgsd in March, 1983
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10 bulk purchase of MEG and Rs. 7.48 million due to climination of distributoss
for ployester fibre. As a rosult of these cfforts. the accumulated loss was brought
down from Rs. 105.4 millios in 1985 to Rs. 75.21 million in 1986, There was,
however, Turther scope of cut ¢osis by shedding excessive labour and purchasing
Terephthalic Acid and Methyiene Ethylene Glycol on cash basis instead of 6 months
_credit. which was costing US § .30 per MiTon more in foreign exchange and 10%
of the additional landed cost as import duty. The fact, however. remained that
without exclusion of cumutative interest liability of Rs. 96.77 million, the favour-
able position may disappear. Again. without the cxisting level of portection.im-.
ported -polyester fibre and filament, NFL may cease to be competitive. Further
improvements in production was not possible without debottienecking of spinning
section and increasing the number. of high speed machines in DTFY. The im-
plementatian of these proposals depended upcn approval of the finaucial restruc-
turing. Instatlation of an additional fibre line of 12000 tons;annum capacity also
needed serious :consideration.

853, The Department :cp]v reported that there weire do l.xys and also cost
ovarruns but these were dus to unavoidable circumstances. The loan was in
American Do!lars whereas paym\_m was in German Marks. There wee heavy
fluctuation in rate of Exchange. Supplies were vithheld. 1t was NDFC which
came tO'Lhe' r'escile the Company. There were various factors which resulted in

delay.” Cement was in’short supply.  The construction was delayed. Again.

there ‘wére heavy rdins.  The Company carnzd profit during one of its’ operation
years. The Department, however, iniimated that it could not fix responsibility

on any one.

854. The Committee directed that a copy of the report of Audltor General
may be supplied to the PAC. The Bill mtroducmg an amendment may ‘be ex-
pedited to facilitate early ‘restructuring.

----- .855." Stock in Frade (Para 241, page 167-4ARCA 1983-84). —Audit ' pointed
out that Stock in Trade of the Company (Rs. 64.344 Million) included Rs. 3.062
million vaiue of 130 Tons chips out of 250 Tons imported from ltaly in 1981,
which could not be processed being contaminated with impuritics. A claim for
compensation was stated to have been lodged with the supplier without any result.
The Department explained the circumstances leading to import of material and
reported that inspection could only be carried out on rveceipt of material. The
Comnittee was not satisfied with the explanation and directed that names of those
who placed the ‘order and aoeeptcd it should be supplied to PAC

PERFORMANCE EVALUATION OF PUBLlC ENTERPRISES (1985)

856 Anubwncs (Pvt.) Ltm:ted Iskanderabad (Perf. Eval. Repoit) Pages
19——41 (Vol- II) —Audit reported that the unit set up duting |9€9 in Public sector
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was engaged in pencillin manufacture and into being through an agreement between
the Government of Pakistan and UNICEF & UNTAA (UN’s auxilliary organisa-
tions) with the objective of producing the product economically for use in Pakistan
on no-profit no-oss basis. Under the agrecment, the Government committed
itself to operate the plant-at full capacity. The arrangement did not last longer
and the Government freed itself from the commitment by converting the project
into a private limited company for commercial operations. The management

 did not find the company viable with the existing inadequate production facilities.

A PC-I scheme was propased in August, 1977 for acquisition of high yielding strain
and balancing and modernisation of existing facilities at an estimated cost of
Rs. 7 million. The objectives of the scheme were to rediice the production cost
by 30%;, by using better techniques and to increase the production from 12.5 MMU
to 50 MMU per anoum. The scheme was not approved by the Government
and the management had to curtail its plan. Additional facilities were acquired
at a cost of Rs. 4.8 million arranged through 2 loan from NDFC and the produc-
tion capacity was increased to 20 MMU in 1981-82. Additional facilities posed a
two fold problem to the company. Firstly the production facilities could not
be utilised due to lesser sales and on occasions the plant remained shut down.

~Sﬁc:ondly the cost of production also increased due to lesser utilisation of pro-

duction capacity coupled with the additional depreciation and interest charges
relating to the additional facilitics. The necessity of financial restructuring having
slready been accepted by the ECC in June, 1979, the company was allowed an
additional equity of Rs. 10 million, out of which Rs. 4.5 million were released
in November, 1984 and the balance in 1985-86. The delayed and inadequate

,é.ctic_m could not give the desired relief to the company as the persistent heavy in-

terest charges did not allow the company to stand on its feet. - The Management
agreed in general with all of our findings and recommendations, but the reduction
in administrative cost, as agreed to, was not' visible. The administrative cost which
was only 8.80% of sales value of production in 1983-84 increased to 12.76% of
the same in 1985-86. The company’s viability depended largely on its ability
to market its annual production of 20 MMU. Finished goods inventory was
piling up over the years and the company could hardly sell 489 of the available
finished goodsin 1985-86. Government’s support in this dlrectlon was much
needed otherwise the company was bmmd to coilapse o

857 The Department informed the Committee that it was donated by United
Nations in 1959. The Company was required to'run on no profit, no loss basis.
There was only capital of Government. The Government withdrew subsequently
all concessions. In 1974, the institute was handed over to the Department. Im-
ports were. being allowed Ever the Government Department were not compelled
to buy their requirements from the company. The problems were increasing
every day.  Audit’s contention that the product was-banned was not correct.
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" It was some other dispute, which was not refevant. to banning of Pencillin. 1t was
running in losses since last 22 years but during 198285 it had earned <ome
profit. ) .

"858. Thc Committee dirccted that the Management should make all out
efforts for its capdacity utilisution. Jt furiher directed that the Goveinment should
buy all its requirements from Antibiotic Ltd. and not from market.

" PERFORMANCE EVALUATION OF PUBLIC ENTERPRISES (1956)

_ 85_9. Pakistan Eﬁgineeging Compaszy Led., Lahore (Perf. Ev, al/pnngs 130—182
(Vol-I.—According to Performance Evaluation Report the company set
‘up in private sector was nationalised in 1972. It was engaged in manufacturing of

light engineering products like machine too[s‘ turbines, pumps, concrete

mixers, power looms. slow speed and high speed diesel engines, electric motors
and bicycle. Production facilities for steel ingots, rolled material and power
transmission towers also existed. The company had been in trouble since fong but
its sickness came into limelight in 1979-80 when its management was changed.

A huge toss of Rs. 45 miltion was disclosed, which remained concealed through

window dressing of the accounts. The position further aggravated in 1980-81 and
the management was compelled (o seek the Government's intervention.  The then
Finance Minister arranged for a relief of Rs. 60 million in the interest charges,
from the lending banks during 1980-—83, which was considered a sufficient brea-
thing sp2ll for the management to rchabilitate the company’s Affzirs. Another
relief was provided by WAPDA duting the period by affording an opportunity
to the company to supply power transmission . tows on cost plus basis, Full
benefit of the breathing spell could not be derived by the management by rehabilita-
tmg the company s affairs on long-term basis. it may be pertinent to note that :—

(D PFCO’s success in pre-take over period lay in induction on new products
in its production spectrum, as soon as the old items faced competition.
Such an induction was already over-due at the time of takeover of the
company by_,thgﬁove:nment. No new light engineering product was
introduced except a substijute of German origin. H.S. diesel engine
with Chinese one under a progressive deletion programme.

(ii) Engineering products like reaper, wheat thresher, monoblock design on
centrifugal pumps, D.C. motors and other products stated to be in
demand and recommended by marketing department for development
in the Company’s R&D Department could not be either attempted or

- developed.. An attempt to develop reaper was made, but the project
was abandoned after spending on it a lot of money and energy.
(iii) Profit per engine assembled and sold dwindled with the increase in
‘deletion of imported parts through local manufacture and ultimately in
1985-36 when 55%; deletion was achieved, which was a matter of pnde
for the managoment, a gross loss of Rs. 1 miliion was incurred.
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* {iv) Chiness H.S.D. éngine was facing hard competition from the imported
cheaper one of the same origin and capacity utilisation in the concerned
shop did not exceed 87 % in 1985-86.

(v) Production of bicycles was increased from 67,000 in 1979-80 to 121,000
in 1983-84 and the same was expected to exceed the target of 160,000
in 1986-87. Here too, full benefit of the market situation was not
availed and BMR to boost the production to 300,000 conceived in 1983-84
was oxpected to be implemented in the next year, The competitors in
private sector on the other hand took the Iead by increasing the produc-
tion and aggressive marketing. :

(vi) Two electric motors for industrial use, newly devéloped by the company
.could not help the company to utilise the available production facilities
in the concerned division and its ut:hsanon remained below 20% in
1985-86. :

(vii) Proposals for mannfacturmg new products like alternate self starters,
domestic and industrial pumps made by the Company’s experts who
visited Europe in mid 1985 could not mature.

(viii) Works comprising Rolhng Mxlls at Karaclu was closed down and dlspo-
sed of. : . '

860. In brief, the company could not manage to utilise the available idle
capacity. A study by oxperts engaged by Asian Development Bank was stated to
be in progress. The consultants will suggest the necessary MBR of the plants
as also the induction to deletion from the production spectrum. The company
took maximum benefit ‘of the WAPDA’s orders and its gross profit earnings on
towers were always higher than those earned on other products, During 1982-83,
towers sales were only 557 of the total sales whereas gross profit earned on them
was 757, of the total gross profit. The arrangements suited the management and
company’s dependence on WAPDA'’s orders increased. In 1985-86, however,

‘when WAPDA'’s orders for power transmission towers dropped substantially,

the company incurred a loss of over Rs. 40 miltion. © The new Mmanagement also
revealed doubtfut debts of Rs. 5 million and missing stocks of Rs. 2.068 million
whichr contributed towards this loss. Further loss was expected. when phymal
count of raw material manufactured and purchased parts was carried out as
desired by statutory Auditors: This was second time that conwafments was being
revealed with the change mmanagement. : .

~861. Findings of the company's Performance Evaluatxon covenng the vital
areas of producuon, marketing and persannel were —

- (8} Suﬂ‘ment idle capacity exlsted in the company’s works: which necded
identification for its best utnl:satxon.
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(b) Production losses and rejections were not given due attention.

(¢) Arrangements for control on “electricity consumption did not exist in
general, and in Finance Division where the samo existed, the excessive
consumption was observed.

(d) Piece rate system appeared liberal and cases were observed where
workers were earnings over 30074007, in excess of their normal
earning without working over-time.

(e) Incentive to avoid “absentecism and consequent payment of over-time
to other workers” appeared ineffective.

(N The company was over-staffed specially in officers’ cadre.

(g) The company was not gotting its due share in market due to its in
'~ competitive pncos resulting from heavy labour cost and overheads

(h) Thecompany had largely depended on sales to Government Departments
-and public sector and no sales promotion activity of the items meant for
general public, was notmed.

Keepingin view these ﬁ.ndmgsa.nd others mentioned in the report, recommendations
to improve the situation were made, Introduction of new engineering products
involving more skill and technique not available out-side the company, was also
recommended. The management agreed in principle with all of the findings and
recommendations. Implementation of recommendations concerning rationalising
of piece rato system and other affecting the labour force directly looked doubtful
in view of enormous pressure of politically motivated C.B.A. as hinted in the
Ministry’s reply. The representative of the Department observed that he was in
agreament with the points raised by Audit in the Performance Evaluation Report
and intimated that the study report of the Bank appeared to be ambitious.

862. Tho representative of Management reported that the conditions upto
1979 were not satisfactory. The Banks were charging penal rates of interest. All
financial payments to the company were stopped. There were no funds to lift
consignments from the port. Heavy demurrage charges accumulated. The
relations with Banks deteriorated and nonc was prepared to cooperate. The char-
tered Banks were convinced to lift consignments and place in-bounded were houses.

863. A demurrageof S million accumulated due to non lifting of their consign-
ments for want of funds, NDFC came out to the rescue of the company and loaned
Rs. 36 million onone L. C. Theloan was paid.back. - The management had taken
corrective measures. Thero were 3400 workers in 1980. The strength had been
roduced to 4300. Pay rates were lower than any other company. As for bicycle
manufacture, the annual production from 1962 to 1979 never increased to 50,000
No. It was 1,20,000 during 1984-85." It was estimated at 1,60,000 in 1986-87.
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864. Whilc explaining working of Furnaces it was reported that onc of the
Furnaces was not complete for operation. As for imported Furnace, it was not
economical to operate it due to hcavy maintenance charges. In absence of regular
supply line, only one was in production and the other was kept ready as astand by
arrangement. It was not considerable to run both at a time. The company was
earning profit due 1o increase in production, and decrease in labourers. The mian
reason for losses during 1985-86. was that the old claims were not paid by WAPDA
during 1985-86. Tower business was finished by WAPDA. A new engine line
was necessary as old parts imported became dearer due to increase in Foreign
ExchangeRate. Foreign suppliers stopped further supply thus there was no choice,
but to change to new engine. The Company was facing difficulties due to imports
by private sectors. :

865. The Chairman PAC wanted to know if the company could run on
Agriculture Machinery. The Management reported that it would require heavy
investment to rehabilitate it to full capacity. Tt would be seen very carefully, as to
what production line will be selected. Audit suggested that some technical experts
should be asked to prepare a plan as the Management was not sure about its future
plans, in spite of much experience. The Committee directed that an overall study
of the whole problems should be carried out and specific recommendations sub-
mitted to PAC. :

866. Points not discussed to be treated as settled.—The Committee did not

~ make any observation on the other points in the Appropriation Accounts, Audit

Report and Commercial Accounts thereon. These would be deemed as
settled, subject to such regularisation action as may be necessary under the rules.

867. The Committee then adjourned to meet again at 9.00 a.m. on Monday,
the 6th April, 1987, '

K. M. CHIMA,
Secretary.

Islamabad, the 30th September, 1937.
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NATIONAL ASSEMBLY SECRETARIAT

Monday, the 6th April, 1987

Fifteenth Sitting (PAC)

868. The Public Accounts Committee assembled at 09.00 a.m. in the
Parliament House, Islamgbad to continuc the examination of the Federal
Accounts for 1983-84 and 1984-85, The following were present:—

P.AC:
(1) Sardarzada Muhammad Ali Shah M N.A. .+ Chairman.
"(2) Malik -Said' Khan Mahsud ‘Minister of State for Water .
and Power .. .o .. v« Member.
(3) Nawab Muhammad Yomin Khan MN.A. .. .. Member.
@) Mr. angul Aurané’zeb, MNA. .. .. .. Member,
(5) Shahzada Jam Muhammad Yusof, MN.A. .. .. Member.

" . National Assembly Secretariat -
“(1) Mr. Muhammad Aslam, Deputy Secretary.
(2 Mr. Gulzar Ahmed, Officer on Special Duty.
Audit ; |
(1) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan.
(2) Mrs, Sur_giya Hafee.z, Deputy Auditor-General (CA).
(3) Syed Iftikhar Shabbir, Deputy Auditof-General (Co-ord).
(4) Mr. A. A. Zaidi, Deputy Audiﬁr—General (A&ZR). |
(5) Sh. Muhammad Sadiq, Accountant General, Pakistan Revenues,
(6) Mr. Ahmad Nawab Qureshi, Director General Commercial Audit.
Planning and bevélopment Division :
Mr. Muhammad Yunus Siddiqui, Deputy Chicf (I & C).

' 869. .Accounts Exanuned —Accounts pertaining to the Ministry of Produc-

txon were examined by the Committee during the course of the -day.

Y T
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< 870. The Committec wok up for cxamination, the Appropriation
Accounts clc., pertaining to the Ministry of Production.  The following depart-
mental representatives were present :—

(1) Khanzada Abdul Wadood Khan, Joint Secretary.
) Ch. Al Ahmad, Deputy Chief. '

(3) Mr. Muhammad Yaqub, Assistant 'Aclcoums.(')fﬁcer.
(4) Dr. Imtiaz A. Khan, Chairman (SCCPi.

(5)} Mr. Inam Alam Dad, Manﬁging_ Director- (SCCP).

(6) Ch. Muhammad Hanif, General Manager (Finance) (SCCP)..

871. Performance Evaluation Reports pertaining to the State Cement
Corporation of Pakistan were discussed. ‘ '

872. Kohat Cement Company Limited, Kohat [Perf. Eval. Report, pages
1—52 (Vol. II)].~—According to Audit, the project was set-up in the relatively
backward area of Kohat with the objectives of attainment of market equilibrium
between supply and demand of cement and affording sizeable employment poten-
tial to the people of the area. The project was approved in 1975 at an estimated
cost of Rs. 324 million. It took over 8 years in completion as comparked to ‘a
period of 3 years envisaged in PC-I Actual cost of project was Rs. 717 million.
The project was in commercial operation since October,1983. It had beecn a
losing concern financially upto June, 1986. Loss incurred during October, 1983
to June, 1986 aggregated to about Rs. 135 million. This foss was eatirely borne
by SCCP who allowed to the company a subsidy of Rs. 149 million during this
period.  The losses were duc to below capacity: utilisation (§3 per cent during
1984-85 and 1985-86) and high cost of production due to consumption of raw
materials and fuel, electricity, etc. at rates higher than the PC-1 or budgeted
standards).  Both the above problems were, due to plant defects, which kept the
output of the three main operative sections (i.e. crusher, kiln and cement mill)
below their designed capacities. Plant defects slso caused excessive stoppages.
Nearly onc half of operational hours of cement mill and one third of those of
kiln were, on an average, lost during first two_years (1983-84 and 1984-85). It
was estimated that excessive stoppages had resulted in loss of production to the
extent of over 130,000 tons during last three years (Octpber, 1983 to June,
1986). The project was also overstaffed. It was admitted that the project had
achieved its objective of affording sizeable employment potential to the people
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of the area. Its employees strength in 1986 was 848 which however, wag
excessive as compared to PC-1 which provided for 650 employees. Cherat
Cement Factory, a privatc concern which had a capacity of 1100 tons per day
against 1000 tons of KCCL and was located in an identical arca had only 374
ciaployees and was running at full capacity against 83 per cent capacity utilisa-
tion in KCCL. The management explained that major portion of overstaffing
was in the maintenance section because of frequent breakdowns. The plant
when commissioned in September|October, 1983 had revealed a number of defects
due to relatively inferior technology 'of Romania who had supplied the plant,
Because of inherent defects in the plant, the company was treated as a special
case and accordingly its budgeted targets of production, capacity utilisation,
percentage efficiency were allowed by the SCCP to be kept lower than the
designed standards. The management had tried to rectify the defects. Design
of transmission system was also miodified. The unit took a turn for the better
during the first six months of current year (July—December, 1986). Produc-
tion efficiency of the plant, specially of the crusher had increased. Stoppages of
kiln was considerably controlled although the cement mill continued to give
‘problems due ®b higher percentage of stoppages. There was also reduction in
some elements of costs. Operating expenses specially the financial charges also
decreased. These factors enable the company to show an operating profit of
Rs. 9.3 million during the first six months of current year. The management

beped that they would maintain the trend of profitability and that for the 1986-87

the company would not be in need of subsidy from the SCCP. The unit thus
had potential of becoming economically viable. Efforts had to be made to
achieve full capacity utilisation. Capacity utilisation during July—December,
1986 was 'only 89 per cent. Production could be raised to capacity through
better control over production process and improved plant maintenance. Over
employment also needed to be curtailed.

873. The Department admitted that there had been  delay in arrival,
'clearance, erection, and commencing of plant. There were certain technical
defects as well. It was Romanian Technology. There was certain procedural
problems, which could only be cleared during process of production. There were
logestic problems for cartage between Karachi and Kohat. Final costs were
much more than the estimated cost. There were disputes with construction
firms. The defects were being rectified. It was making profit now and manage~
ment expects that it will be a healthy project. The Committee was not satisfied
with: reasons of delay and directed that delay should be justified.

874, Maple Leaf Cemment Factory Limited, Iskanderabad [Perf. Eval. Ried
port Pages 52—84 (Vol. II)]—Audit briefed the Committee that Maple Leaf
Canent Factory was mstalled at Iskanderabad by PIDC irn 1956 to ptodwe

e i i b b el ..
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ordinary portland cement having production capacity of 380 tons of clinker per
day. An other kiln was added in 1960 with a production capacity of 570 tons
clinker per day. The company's plants were - quite old. Cement was being
manufactured through wet precess which was rather expensive, at least, as far as
fuel and enerpy was concerned. Hobwever, it was commendable that the com-
pany’s management paid special attention to repair and maintenance and were
kecping the old plants in good shape to achieve production at satisfactory capa-
city levels. Due to partial stoppage of gas supply in 1983-84, the company "had
to switch over to the use of furnace oil—costlier fuel-—which affected the
production economy. The increase in retention price from Rs. 486 to Rs. 506
per ton during 1983-84 could not absorb the increased fuel and energy cost and
Government had to pay Rs. 20.433 milllon to compensate the increase in costs.
The retention price was increased to Rs. 656 per ton in 1985 and to Rs. 713 in
1986, Net profit before tax was Rs. 17.19 million in 1984-85 and Rs. 21.697
million in 1985-86. Production performance of kiln-EI was poor as rompared to
older kiln-I it was stated that design of kiln-I was better and it was not possible
to obtain the same Production performance from kiln-H. .Consumption of fuel
-and energy inputs during 1979—86 indicated significant variations which needed
control to utilise resources to the optimum efficiency level. Company's sales,
purchase and partially finance departments are located at. Lahore. Keeping in
view the sales zone of the company, there appears little justification for keeping

* sales and finance personnel at Lahore. The Department informed the Committee

that Audit ‘suggestion had been noted Capacity utilisation was 99.2 per cent.
Profits were increasing every year. The Chairman observed that private sector
was entering into the market for competmou ‘and thus special efforts were required
toward bettermeat. The D:partment reported that company was in a position to
force competition, The Committes directed that Internal Audit . should :be
strengthened and attempts should continue for betterment,

875. White Cement Industries Limited, Iskanderabad [Perf. Eval. Report,
pages 86—115 (Vol. II)].—In this case Audit observed that White Cement
lndustnes (PVT) -Limited -was established in 1966-67 with production capacity
of 15,000 tons. perrannum. In 1977, the SCCP planned to double its existing
production capacity. The project was approved by CDWP in October, 1977 and
by ECNEC in May, 1978. It was estimated to be completed in 30 months. It
was based on 90 per cent imported plant and ‘machinery. It was, however,
desired by ECNEC to utilise maximum local resources. The contract with

" Mls. FLS was delayed as Production Division in January, 1979 desired to obtain

quotations from the contractor for supply of the entire plant and equipment. As
a result, the arrangements with Mis. FLS already agreed to.in Auygust, 1978 were
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finalised in January, '1980. The exercise did savc wvirtually nothing in
forcign exchange but increased ‘the local costs by more than 150 per’ cent besides
considerable delays in completion of the project by 37 months resulting in pro-
duction losses and imports of white cement to fill the Damage gap. Est:maled
cost (PC- 1 proforma ‘1977 and actual costs were as under :— »
' ' (Rs. in million)

Lecal ~  Foreign " Total

- PC proforma (1977) - .. . 27.010 25.159  52.169

Actudl cost - .. - S 67.551  23.598 . 9L.1I55

Operatmg results of the company after expansjon were not as good'as'were before
expansion. Net income did not increase corresponding o - increase in sales.
‘This. was due to restncted ptoduchon resulting in low capacity utilisation and low
‘off take .due to competition with fmported cement. The results, however, ‘im-
ptowed oonsrdcmbly in 1985-86 when the capacity utilisation was improved and
the fiel and power conmmpﬁon were contiolled. ‘In view of the growing
" demandl‘of white cement in the country, the Corporation may consider the expan-
sion of the production eupnuty of the company for import substitution. : The
Department : reported that' Audit: suggestions were .welcomed. . The . proposed
“yardstick-was not possible as it was. the only white cement plant in the:country.
Coits could only-be. dompared with private’ sectors, when such plants are installed.
’l‘leommntbe appreciated the  work done by managcmcnt and observed tha!
mwmampetorbmrmcu. Lo : Lo

T . . CH. ABDUL QADIR, "
Aslamabad, the Yoth September, 1987, - S
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FEDERAL COUNCIL SECRETARIAT
.. .Sunday, the 28th Octobér, 1984
Sixth Siting PAC) ~ )

*816. The Public Accounts Committee assembled at 9.30 z.m. iathe State

Bank Building, Islamabad, to continue exammauon of the Federal Accounts for
1981-82. The following werc prwent. '

PAC:
{1) Syed Saiced Hasan, Mémber, Federal Council .. . Member,
(2) Akhunzada Bahrawar Saced, Member, Federal Couan Member.
(3) Mr. Yusuf ma Mlan, Char*cfed \ccountam .. Member.

Federal Council Secre_tqnat :
(1) M. A. Haq, Secretary.
(2) Ch. Abdul Qadir, Jomt Secrcla:y L
3) Mr. Muhammad Aslam Deputy Secntary
«) Syed Mnhammad Ahmad, Assnstant Secretarf
(1) Mr. Abdur Raouf A.udnor-Gene:al of Palustan o
@) Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ond)
(3) Mrs. Sursiya Hafeez, Deputy Auditor-General (CA).
@) Mg, Khalid Rafique, Deputy Anditor-General (ARR).
T (5 MEM. A Lo, Apcountant. General, Pakistan Revmues. '
(6) Mss. S. N. Sheikh, Dircctor” General, Commercial Audit. -

. ) Mr, IfnkharAhKlunRalI.Dﬂqdochaual,Audlt md Accounts
Worka. ‘ R
... Mipistry omeme o
“(1)° Mr: Manzur ‘Hussaln; Jomt Secmtary (Budga),
-2y ‘Mr: Shunsol ‘Hug, "F.A; -(Heakh)y . - L

*Paragraphs upto 815 and 817 to 853 pertain to othér MiHlistries/Divisions. -
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854. The Comm:ttee then took up for its examination, the Appropriation
Accounts etc., pertaining to the Ministry of Health, Special Education and Soical

(1) Mr. Irshasd Ahmad, Additional Secretary.

(2) Mr. Muhammad Yusuf Khan, Deputy. Secretary (B&I).

(3) Mr. Mehr Khan, Section Officer (F&A).
(4) Mr. M. Sharif, Section Officer (B&C).

(5) Dr. S. Mohsin Ali, Medical Superintendent (CGPC).

(6) Dr. Z.A. jan, Deputy Director General (GC).

855. This Ministry controlled the following grants :—

The following departmental representatives were present :— -

S.No. - Name of Grant

Grant No.
1. Heslth and Social Welfare Division .. o 65
2. Medical Services .. . e e 66
3. PublicHealth ~ .. .. .. .~ | 67
4. Other expenditure of Health and Socnal 7 eifare Division . 68
5. Development Expendlturc of Hcalth and Soclal Welfare
Division ' S0 .. . 152

856. Reconciliation -of Accounts with ~Audit.—The Committee noted tlai
the reconciliation of Accounts for the year 1983-84 had not yet been completed.
The departmental representative was, therefore, directed that all pending reconcilia-
tion work .s:’zou.dbe completed within-a fartnight

857. At the outset ‘the Committee discussed the Foreign Exchauge Accoun-
ting System and took the Jollowing decision —

As directed by the PAC in its last session vide Federal Council Secietariat

U.O. No. F. 10 (I) 1981-82/84-PAC; dated 13-9-1980,

the foreign

exchange accounting statemient should be fumtshed by the Mintmy of the

PAC’ al its next meeting.

A eemen. spndibhois . anstl o i

A e il . e o .. ¥ S I SR SN
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858. “The Committee also further took the following decisions abowl the-Fermat
of replies to Audit Reports etc, — T :

(1) Mmzsrnes and Dwmons are reqmred o furmsh replle.r vis-a-vis ' Aidit

_ Reports ete. in the appmpﬂare format and to reprodw:e only- such
portions of the Audit Reports etc. as relate to the Ministry aind on which
the Ministry has a reply to submir. Umce.s:fary reprodustion of portions
of Audit Reports etc. makes the statement of repllies ﬁ'am Minismes
avo:dably bulky and wasteful

(u) Attaching copre.s of cach and every commm:catiou as Annexures fo rephes
should also be avioded, wherever the same may not ke assential. Copies
of such documents need only, be furnisked to Audit. '

-AUDIT REPNRT
megulanms and loms in Central Govemment Poly ClmncfHospital ilurlng 19'75—'79

859.. Loss of Rs. 17425 due to irregular-and uneconomical purchases [Para 3
() (@), page 145-AR).—Audit had pointed out that 150 beds were = purchased
@Rs. 340 per bed for Rs. 51,000 in Junc, 1977 without adopting - open Tendsy
System °, with the result Government could not avail 3 itself of the benefit of Com-
petifive rates- or_superior quality. - Another lot of slxty beds was yurchased for
Rs. 55,500 -in June, 1977 from two firms at Rs. 925per bed after rejecting an. om:r :
of Rs. 800.per bu, given by a thir¢ Srm. The. transgrtion resalted in a lass of
Rs. 7, 500 _The !nss was yet to be mv&shgated and responslbxll'} fired.

860 In their. :eply, the Mxmstry explamcd that these beds .were purchased

'for a newly constrycted ward in.the Islamabad Polu Clinic. Tenders. were calied

through the press. The lowest tendet was acocpted and. ordet was placed on.the
firm for immediate supply of the beds. But the firm failed to suppiy the beds up
to” the end “of March, 1977. * Theréfore, this ordér-was ~cancelled:and riother
order for the purchase-of fowler beds @Rs. 800 each was issued, «But the:firin

. again failed to-present the sample“to the' purchasing " Committee for” approvak.

After waifing up to Jiine, 1977 an ordér was plaoed o the firm of Uni-Cormbiné to
supply the requisitc beds @ Rs. 925 each aé opering of the ward:could not-be
postponed for an indéfinite period, .

'861. Thereupon, Audit allegcd in their comments that the reply of the Minis-
try was not clearly. The feply referred t6 only: the purchase of '60: beds whereas
‘Audit observation relafed the purchase of 150 beds withoiit calling * tenders@
Rs. 340. Asregards the 60 btéds purchased @ Rs. 925 while du offer of Rs. 800
had been -approved. Audlt, maintained. that_the Ministry .while this rate was ap-
proved. no order had been plaaed on the bidder, As such, the mestry shoulg
re-check the posmon and. givea comp!ete l'eplj[ to Audlt
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- 862, Qucttloned as to what was the normal price; the departmental represen-

* tative submitted that it was between Rs. 230 amd- Rs. 250.  Some 20 beds were

purchased for Rs. 220 each. The Audit representative raised a question as to when
the departmcnt invited tcnders and whether they had asked for a sample and
. whether the furnishing a sample not a requirement before awardlng a contract.
"l'he dqpartmental representatwe replied that the contractor did not supply the
samgle. No sampie was produced’ by the. lowest tenderer. Hns tender was outlisted
because he hid not met the requirement.

. 863, After discussion, the Committee, dzrected that action should be taken
. against those respomible ﬁ)r purchasing beds at Rs. 340 per unit., instead of Rs. 220

per wnit, without inviting tenders.

864. Tender inquiry for the supply of bed she‘et.r ete. {Para 3, () (), page
146-AR).—According to Audit, in response to tender inquiry for the supply of
1088 bed sheets and 475 bath and hand towels, the lowest offers of Rs. 12, Rs. 4
and Rs. 3.50 respectively, were accepted by the Ministry in October, 1975. Yet
mpﬂiaofthcthmitemsmamnﬂyobtained@!{s. 18, Rs. 15.70 and Rs. 8
respectively, in June, 1976, without | lsagnmg any rcason.. This resulted in a loss
of Re. 9,925. '

- 86S. The &putment explamed that the contractor, with whome an order
wnsplaeedfdrthesupplyofthese itens, failed to do so, although reminders were
sent to him more than once. '!hemfm,anordcrwasplaeedonanothercontnctor
forthempplyoﬂlmenemathmher ratm,asthesemmqmmdurpmly

) 866 Aﬁer dxscusﬂon, the Committee directed that action should be takcn
,apmstﬂmsewhopmehmdbedsheeuandtowe!sath:gherratewlthoutmmmg
_tenders, Theapanmentmalsoasbdmensurethat,mﬁstme,mplesoﬂhm'
amduwednlyobtmnedmuchmmththe .

867. 'ﬂwCommttecfunherdmctedthatutheprocedurefoﬂowedbythe
departmont was defective, a workable and proper procedure should be. evolved
t0.cnsure thit, thexe were no loopholes. were Ieft to allow unscrumplessoﬂiclalsto
take advantage,.’ SubjecttoAudumomtonngthceomphancemththc recom-
mendations, the paragraph was dropped. . - _

868. Loss of Rs. 8,120 due to lost discount [Pams(u)’ page 146-AR].—Audit
: Mwmmmbﬂngmmhuednadlmuntof2/toz-ll2%
from the local drug stores, while other approved firms were prepared to supply
. m,mdrupus‘,{tos'/.d:mm TheGovernmentthus,sustamedaloss
ofhslzoworbdomontlwbwsofm-chech : S

£69. Itmsﬁatedbyth:dcputmentthatthemmu&otmd:dnotmppiy
IOO‘V.mdiqnuonS‘):dimﬁnL a3 they ‘manufactured a fimitéd momber of
‘medicines. Besides damands for medicines are based on individual presoription
whercas the Manufactarers do not sell their products on retail basis.

o
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§70. Audit maintained that the reply of the dcpartment mdnmed that proper
prooadurc was not bcmg followed by the hospital. The mestry may advise

thc hospital to cnsure oomphance with the purchase proocdure The ‘Committee

directed the department to do so. Subject to such dtrectnon, the paragraph was
dropped.

871.. Non-recovery of Rs. 332,550 on account of excess calls ﬁ'om re.ndeut:al
telephones (Para 3 (iii), page 1046-AR).—Audit had pointed out that Rs. 8‘7936
were paid in excess of the prescribed ceiting, from Government account, for cafls
made from residential telephones of fourteen doctors during 1975 to 1978. .

_ 872, The department explained that as the mbf the telephom did not
to pay the amounts due from them, the A.G.P.R. was requcsted to make deduc-
tions in installments frem their pay bills.

873. A member enquired as to why recoveries were not made so far 7 The

departmmtal representative answered that these recoverics were to be’ made from
salaries in installments.

874. Afer discussion, the Committee directed that action should be taken faf
the non-recovery of excess calls and a workable procedcre for such recovery should
be evolved. A report ‘should be furnished covering both the above Issues alongwith

- up to date position of outstanding recovm'es fo rhe PAC ﬂw con.ridemfion af

_the paragraph was deferred.

815 Irregular construction of room for Canteén {Para 3 (n), page 146- AR}.-—-,

As reported by Audit, Rs. 17,875 were reimbursed to the Canzeen Contractor who
bad constructed a room for his Canteen in the premises of the Clinic in "1978.
The claim was admitted without supporting vouchers. Na estimate was prepared

and approval of the plan was not obtained from CDA/PWD. The expend’iture '

was irregular and in contravention of paragraph 10 of General Financial Rules.

876. The department informed the Committee that the Canteen was func-
tioning in a_room of the Islamabad Poly Clinic.. On the other hand, a telephone
exchange was also to be installed, but there was no room'for it. It was, therefore,
decided to use the canteen premises for the mstal!auon of the telephone exchange.
Asregardsthemteen,asntwasnotpossablc 10 construct 2 new room for the

purpose, the Canteen Contractor was asked to construct a cabin in the premises of )

the hospital on the undas:anding‘ that he would be rcimbimcd :iis' cost.

877. AudltmamWnedthatthebmsofaoontanoeoftheCom
clalmofRs.1787Sshonldhavebeengwenasltwasnotsuppoﬂedbyvmwhersor
recomiendations of CDA engineers who were incharge of the premises,
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- 878.. A member. of the Committee remarked that if the department had to
prowide space, thcte was nothing wrong with it. | But, the department should have
obtamed the Vouchers for. the cost of construction. The departmental represen-
tauvc submitted that in case the Commmee approved the CDA Engincer would be

~~quested to carry out the measurements and certify that the expenditure incurred

was corre(:t

879 The Commlttee aoccpted lhe abova suggestion of the dep'lrtmenta.!
rqpn;esentatxve and made no- further observauon on this paragraph.

880.  Undue favaur af two Contractors [Para 3(v), page 146-AR].—Audit
had reported that in Central Government Hospital (Now General Hospltal),
Ra_wglpmd“i undue favour’ was given to Contractors whose higher rates” were
accepted by the Ministry in August, 1978 for the supply of fruit and liveries for- the
Hospital. The hospital authorities had recommended that lowest rates but the
'Mxmstry accepted the second lowest bid on the plea, which was not substantiated,
thit the contractor-would not be able to supply the 1tems at the quoted rates. ‘Due

to acceptance of hlghcr rates the Government sustained a Ioss of Rs. 116 055,__

8814 .It:was:explained by:the department that the lowest. tenders in the two
cases,: were. not accepted. because the rates quqtecl for oertam 1tems were below
“the prevailing. macket prices. . It was. ﬂ:erefore, felt that it would not bp possibls

f{ar: the contractor to maintain the standard of qua.l:ty for thm n:ems at the rates

proposed by them. Therefore, the second lowest tenders were accepted,

--882.. chlymg to a_query, the_departmental representative submltted that
‘the; (.:emergl Hosp,ltol remained under the Féderal' Governmeni for a number of
years but since last yeaf it had been hended over. .o _the Punjab Government:
A.mcmber of the Commxttge agam enqulrcd as to who was responsible for the mal-
adxmmstIaUOn,of ‘and i mcurnng ~of expenditiré at the Islamabad Hospital, - The
depaxtmeqtal rqpresentatwe sublmtted that a detalled report would be furpished
to the Committee. :

B83. The Cmmee directed that a note on thé Islamabad Hospital Complex
showld be jmmshed ‘to": the Comimittee by December, 1980 explaining as:to why thé
Cumplex wds hot put fo use so far, thus causing wasteful éxpenditure.

" 884, As for undue javour to Contractor's in regard 1o l"'eneral Hospifat
Rawalpmdz. the Audis renresentative assured that he would . agam ik into it, and
also submit a repart 1o the Cpmmttee, if deemed necessary T

885. Non-realisation of Departmental recetpts (Para 4, Pages 146-A R} —In
the: National Institute .of :Health, ;against the supply: of sera and.vaccines. worth
Rs.. 2,236,000 durigg Ja,nuaty to June, 1981, Rs: 1057,984 rcmamed unrealised,
This was 2-violatipn of the. provnsaom of Pamgra.ph 28 of thc .G. ER.. Yol-L.. Thc
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unrealised receipts prior to ‘January, 1981 could not be assessed due to non-
production of proper records. The whole account of sale proceeds required re-
casting and the un-realised amount should be recovered without further loss of time.

886. It was explained by the Ministry that the Audit party from A.G.P.R.
Istamabad conducted the audit and inspection of the Proforma Accouats of the
Biological Production Division, of the Institute for the years 1980-81 to 1982-83,
when it visited the Institute from 9-[-1984 to 19-1-1984. The latest position of
recoveries as on 31-5-1984 was that Rs. 962, 616 were rcahso;d and a balance of
Rs. 95,367 was outstanding., . The matter of recovery of the balance was being
pursued by the Institute authorities with the concerned agencies. Audit pointed
out that there was no effective and regular system of realisation of dues of the
Instituts and as such same rece:pts remained outstandlng lndeﬁmtely

887, After a discussion, the Committee directed the departmental represeuta—
tive that recoveries due to National Institute of Health. should be: expedzted and
pracedures Jor Payment to rhe Institute stream-lined:

888, Excess Payment of Rs. 5,406 (Para 5, page 107-AR).——Anudit had re-

~ ported that in a Public Works Division under the Ministry of Health, an excess

payment of Rs. 5,406 was made to a contractor on account of incorrect calcula-
tion during June, 1978. The excess payment was pointed out during local Audit
in December, 1979 and was brought to the notice of the Ministry of Hcalth in
Apnl 1980 but recovery had not been reported to Audit so far

- 889, The Ministry explained that the Bolan Medical College Complex had
since been transferred to the Pak. P.W.D. Quetta in compliance with the President’s
Dn'ectlve. _The Chief Engineer, Pak. P.W.D. Quetta was also the Pro_lect Director

of the Complex. The matter of recovery of Rs. 5 406 had, therefore, been taken up
w1th him, but so far no reply had been received. :

890. Replying to a query about the excess payment the departmental re-
presentative informed the Committee that previously the Project was under the
Ministry of Health and was now transferred to the Ministry of Works. A member
of the Committee remarked that thete were many complamts about the Bolan
Medical College. The departmental representatwe iriformed the Committee
that the department had prepared a report in this respect.. In the report, the
- P.W.D, questioned the sultablhty of the site for the location of the hospital. - The
Planning Commission had gone into the whole matter in 1982 and -prepared a
réport. - Therenpon, the member enquired as to whether the department had
taken any action on that report, and had they taken any action against the persons
¢oncerned 7 The departmental representative exprcssed that the report was not
with our Munstry
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891. After further conStderat:on the Committee directed that a full report

" about the can.muction of Bolan Mea'zcal College should be prepared, in consultation

with the Pak, P. W.D. and furnished to the Committee. Audit should also be associa-

ted with it. The report shou!d also md:cate as to what is proposed to be done to
-, pelrieve: the situation.

- 892, Shortage of material worth Rs. 10,600, (Para 6, page 147-AR).—Audit
. had "Pointed out that in a' Public Works Division under the Ministry of Health,

.- ‘tolls.and plant Articles amounting to Rs. 10,600 were fund short during physical

verification, conduéted ‘by the Divisional Officer in 1976-77. The shortage was
pointed out during local audit in December, 1979. The department stated in
. rep!y‘ that the ense had already been registered with the F LA.

' 893 It was explained -by the department that the matter of recovery of
' Rs. 10,600 had been' taken up with the Chief Engincer Pak. P.W.D. Quetta but
.noreplyhadbunmvedsofit '

894, After dlscussxon, the Comnnttaee decided to drop the paragraph, subject
to.the departmental representative looking into it, and furnish the latest position
of outstanding recovery to PAC, if necessary.

" 895. Oummdmg Audit and Inspection Reports [Pam (7), pages 280-281-A R} —
. After having-gone through the Audit objection and the reply of the department
the Commxttee&csded that the paragraph be treated as settled.

896. Delay b!proce.mng of G.P. Fund Cases [Para 274—77), pages.28l—285-
AR)—The Committee directed the departmental representative to go into the cases
and finalise them as early as possible. Audit should also follow the matter and see
‘whether-the: mes of G.P. Fund had been finalised.

T 89T Delay in the processing of pension cases [Para 3 (111—129), pages

<286-—291-ARY.—The Committee, taking into consideration the importance of the
finalisation of the pension papers; -directed that a note should be furnished to' it
indicating in each cases the date of receipt of the application for pension,.the date

om wliclx it was referred to Audit and the date on which Audit finalised the case.

APPROPRIATION ACCOUNTs

898. Grant No. 365—-HeaIth and Socvial Welfare. Division (Page GIO-AA) —
According to Audit; the difference of Rs. 664,200 ‘between the Audit and - the

. departmental figures in.respect of the final Grant was due to the fact that Audit
- had correctly taken the supplementary grant of Rs. 283,000 which appaared in the
~supplementary grénts book, as against Rs, 947, 200 mentioned:by the department.

_ “The supplementary grants for the difference were agreed to by the Finance Division
‘but the relevagtachedules were submitted late i.e., in may and June 1982.. Whereas
*.the Tt date for submasmwaa 20-4-1982. ‘The Mlnutry shpuld glvemsons’for
the late submxmoﬁ of ld:edulu.

L5
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899. - Audit further pointed out that the dlﬂ'mnce of Rs. 447,497 in Actuals
was due to the following reasons :—

(i) Short booking of Rs. 10,838 by C A.O. under Code 421 (030).

(ii) Double accounting of Rs. 19,402 by the department in. their worlcmg
undcr Code 421(500).

(iii) Non-accounting by the Mxmstry the expenditure of Rs. 477,736 rclatmg _
to National Commission on Child Welfare Rawalpindi under this
thstry wh:ch had afready been reconciled, under code 471 (500)

900, Consequently, Aud:t had reflected a net excess of Rs. 1,153,249 whepeas

the department had depicted the not excess of Rs. 41 552 only

901, The Committee obserned that ‘Audit and tbe d’epartmem :hould St

Vtogether and finalise the case.

902. Graom No. 66— Medical Services (Pages 626—634-4A). —-Acoordmg to

* Audit, the difference.of Rs. 971,700 between the Audit and the departmental

figures in regard to the Final Grant was in the supplementary grant. " The Supple-
mentary Grant Book contained a Supplementary Grant of Rs. 7,135,000 and -
not Rs. 8,106,700 as stated by the department. The schedules for the difference
were submitted by the Ministry after the due date ie. 20-4-1982. = Audit further
pointed out that in actuals the difference of Rs. 1,803,870 was due to the fact that

thie department had not included actuals relating to some offices.

903. A member of the Committee remarked that the biggest saving of
Rs. 7,556,683 was under * 500 Commodities and Services’ and stated that such

* large. saving requited explanation, He also suggested that the .department should

furnish explanation for the ‘excess of Rs. 184,750 under object 012 Other Staff

" under. the function head 422-General Hospital and Clinics, and the saving of

Rs.:184,308 under object 030 Other Allowances.

904. In view of the above position, the Committee directed that speclﬁc
explanation should be furnished by the Ministry in regard.to excess/savings under the
objects 422—012, 030, 100 500 and 600 to the Commzttee The pamgraph was
deferred..

- 905, Gramt No. 67—Public Health. (Pagn 636——640-AA) ——Aeoordmg to
Audit there was a_ difference of Rs. 24,028 bctween the Audit-and the departmental
ﬁgu:es of cxpendlture. No. observatmn was. made by the Committee.

906. Grant No. 68-*-Other Expenditure of Health and Social Welfare Drvmon
(Pages 620-621-AA). --'I‘hs Appropriation Accounts show a saving of Ry, 190,850

... Aander- this- Grant, whereas the giepartmnt maigtained that the saving was, anly

Rx‘ 5’ - iy 7'_4_1 IR
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. 907 After going through the comments of Audit, the Committec did not
make any observation in respect of thls grant.

908. Grant No. 152— Department Expenditure of Health -and Social Welfare

Division (Pages 622—625-4A4).—The Appropriation Accounts show a net saving

- of Rs..11,844,332, under this grant whereas the department indicated a saving of
Rs. 2,689,462. A member pointed out that a surrender of Rs, 143, 102,260 had
been shown in the Appropriation Accounts 1981-82, but the departmcnt had not
given any concrete explanation for such surrender.

909. The same member also asked for a comprehénsive reason for the de-
partment- having spent most of the amount on the item “ Others ™.

- 910. After discussion, the Commmee directed the departmental representa-
. ‘tive, to furnish full explanation to the Comm:tttee for the savmgs allocated for
. medicines. agamst this Grant.

- 911. The Committee also Sfurther took the folfbwing decision —

. The -Ministry should note that explanations should be furnished in all
- cases where large surrenders are made and alst where there are above 5
percent of the allocation.

COMMERCIAL ACCOUNTS

912. Fair Price Drug Stores [Para 3(XIX) to (XXIF), Page 7-ARCA}—Audit
reported that the accounts were not compiled so far.

913, It was explained by the department that these paragraphs also were
included in the Auditor-General’s Report on Commercial Accounts for the year

1980-81 as paragraph 3 (VIII) to (XI), Page 6 of the Report. The replies to these

paragraphs of the Ministry were considered by the PAC in its meeting held on IOth
May, 1984 and decided that the matter may be got regularized through
the Finance Division. Accordingly a case had been sent to that Ministry. Final
décisian, as soon as taken, would be conveyed to Audit. Théreupon, Audit
' sttessed that the doc:sxon of the Financé Division needed to the expedlted

914 Replying to a query as to whether the ﬁnal decision had been taken by
the Finance Ministry and if when did not department receive the reply from ‘that
Division, the departmcntal representative stated that it was received on 17th July,
and on 16th October, 1984 another reply was also received. . Finance Division
_ had'said that the keeplng of accounts was the responsibility of the Auditor-General

of Pakistan.. The department was advised to take up the matter with the Auditor-

~ General. - Thereupon, a member Gbserved that the Committes had' felt that its
- previous directive was given with the concurrence of Audit. . _-Hence there was-no
need for a further reference to the Auditor-General. T e

—
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915.  The Committee, therefore, did not make any further observation on this
paragraph and directed that action should be taken on the basis of its earlier directive.

COMPLIANCE ON THE POINTS CONTAINED IN THE PAC REPORTV
- FOR 1979-80 ’

916. Fmr Pm-e Drug Stores (Page 7-ARCA) (Paras 840—842, pages 260-261 -

PAC Report 1979-80).—The Committee had previously directed that a self-contained

note should be furnished to it about Fair Pricce Drug Stores, there w0rkmg,
financial position etc, by the end of March, 1983. :

917. In compliance, the Ministry explained that a self-contained note
was submitted to the Deputy Director Commercial Audit, Karachi on 29th

- March, 1983. It was elaborated therein that  the Federal Government estab-

lished 14 Fair Price Drug Stores  in 1972-73 and 1973-74 -in the country with

- 8 working capital of Rs. 1,991,214 in order to ensure continued availability of drugs
" when there was an apprehension of drug-shm:tagedue to the introduction of the .

generic scheme which was opposed by the Pharmaceutical Industry and Trade.
Due to un-satisfactory management of these stores and mis-appropriation of funds
by some of the Managers of these stores, the Federal Government decided to
liquidate the aforesaid stores. It was further pointed out in the note that duc
to political appointments of Managers and other staff in these stores, no proper
accounts were maintained by them. The accounts and financial position of 10
Fair Price Drug Stores based on the available records wére prepared by Health
Division. Those accounts were audited by the Commercial Audit Department. -
From all the aforesaid Fair Pricé Drug Stores it would be -observed that a total
loss of Rs. 270,082 had been sustained by 8 Fair Price Drug Stores namely Quetta,
Muitan, D. I. Khan, Bahawalpur, Rawalpindi, Landikotal and Mardan due to their
un-satisfactory management and a total profit of Rs. 469,938 was made at Lahore
and Peshawar. Thus there was a net profit of Rs. 199,856 at the 10 stores.

918. The Ministry further explained that the position regarding the compila-
tion of Commercial Accounts of the remaining four Stores was as under :-—

- () Larkana.—This Store was established in June, 1974 with a working capntal
of Rs. 100,000. Tt remained in operation till May, 1976. The Managcr
of the Stores was suspended due to mis-appropriation of funds and
case against him was registered by the F.I.A. authorities. The F.LA.

 authorities had finalized the case and the accused the then Manager of
the store had been found guilty for embezzlement of Rs. 46,670. He
had been sentenced to 18 months rigorous imprisonment and a fine
of Rs. 35,000, The Commercial Accounts of the store could not be
prepared due to non-availability of the relevant reeords. - .
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E (n) Hyderabad.—1t was also establlshcd in 1974 with a workirg capital

of Rs. 100,000 and was wound up in April, 1986. The Maragerof -

. Stor¢ never maintained any accounts. After the winding up of the

Store; records, were transferred to Islamabad for preparation of the

.. accounts but the requisite documents were not available ; hence the
R 'amount cou’ld not be prepared.

(m) Fa:salabad ——It was estabhshed in June, 1974 with a working capltal ol -
Rs. 100,000 and was wound up in March, 1976. Efforts were made to
prepare its accounts but the same could not be prepared as the Manager
did not maintain proper records.

' '(w) Karachi—This store was established in 1973 with a working capital of
K Rs. 350,000 -and it was: wound up in November, 1975. Due to mis-
-« . appropristion of funds; acase had been registered against the Manager
of the:Store by F.L.A: which was still in the Court of Law. Accounts of*

. the store:cannot be prepared tilt such time as the matter was decided by -
* the Court. '

919. During the discussion of the above mentioned departmental explanation., -
- the:Ministry brought to the notice of the PAC that the point had also come under-
discussion in' the meeting of PAC held on 10-5-1984 and the PAC, after delibera-
-tions, had diracted that the case of four Fair Price Drug Stores, Karachi, Larkana, -
‘Hy3erabad and Faisathbad may be taken up with the Finance Division for con-:

-dosation of the maintemance of accouats thercof.

920 _The Audit represeritative interrupted and said that one of the four cases: -
had been decided and another had been sent to the F.LA. for further investigation. -
The other two persons were out of couatry. Therefore, the accounts could not be .
prepared. Relatively speaking it was a small part of the whole.

921, A member of the Committee observed that the PAC had asked -
~whother these persons had been dismissed, or had resigned or had left the country.
Fom: out of 14 Stores had not produced their records, but action had been taken
~ againstonly one. Who had decided to take action against only one. The Auditor-
ﬁcneral observed that as far as the responsibility of the Audit in the matter was -
concu'ned, it eould not examine every account every year and it had therefore been

 suggesting time and agam that the department should introduce internal audit and
should havc eﬁ'ectlve control over the shOps

922. - The Commitiee after:discussion -came 1o the conclusion that the d. 2pare-

) mmt ‘should take: every:step 1o finalise the matter in the licht of rhe Committees
& arherdeciawuaudreparnozludit )
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923. [Infructuous expenditure on the purchase of a - Plant—Rs. 23,555

(Page 15-Interim—AR) (Paras 326—328, page 76-PAC Report 1970-71) {Paras

806-807, pages 261-262,-PAC Report 1979-80).—As the. Ministry had  previously
* not furaished any reply, the Committee directed the departmental representative
~ to_submit their reply early. - In compliance, the Ministry explained that the case

regarding regularisation of an cxpenditure of Rs. 23,555 incurred in the modifica- 3

tion of C.G.P.C. Building had been taken up with the Finance Division. _As the-

' Hospxtal along with its assets including the plant in question had been transferred
to the Punjab Health Department w.e.f. 1-7-1980 in compliance with a Presidential
directive, M/s. Siemens were requested by the Medical Supérintendent, Rawalpindi

" General Hospital to carry out inspection to iastall the X-Ray Plant. The firm, )

‘however, could not conduct the survey, as the original documents of the machine

" were not available, Thereypon, . Audit-pointed out that the X-Ray plant procured

for the Central Government Poly Clinic, Islamabad in June, 1972 could not be ) B . -

.installed during its eight years of retention with Federal Health Authorities. In
June, 1980, on de-centralisation of Ceitral Government Hospital Rawalpindi,
the Provincial Health Authorities became‘ the custodian of the Plant.- Rs. 23555
were spent by the Central Government Poly Clinic on laying down the special
pléctrical wiring etc. The amount was not spent on the modification of Clinic's
building. According to the Clinic’s letter dated 21-7-1973, the firm had already
- completed 3/4th of the job when orders for the stoppage of installation of the
Plant were conveyed. The engineers had warned that it would be spoiled by lack
of proper looking after, as the electronic equipments lying in the foom and exposed
to humidity would become ineflective. Audit:further pointed out that despite the
. lapse of 12 years neither:the Federal nor the Provincial Health authorities had- been
B able to put the plant in commission.

-924. - Explaining the position during the course of discussion, the departmental -
representative informed the Committee that in 1972 two officers ie. Médical -
» Superintendent, Poly Clinic and anotlier senior officer went to Lahore and they
ipurchased the equipment on the presumption that they were purchasing from the
M.S.D. and not from the open Market. Therefore; no formalities of inviling
tenders were required. Then they informed the Ministry that they had purchaséd
a plant which was very useful and required for the Poly Clinic, - Since the
. Ministry did not agree to that purchase, the Plant was lying and it'was not instatled
or commissioned. After somie period-the Ministry ordered that-the plam may .be
Lransferred to the Rawalpmd: General Hospttal

925 After d:.rcusswn the Committee dé.ured 10 know the mpormbilxty aj-the
-dfficials concerned. Tt also directed Audit to See that the plant was either used or

disposed. of.... The Comumittee further dirécted the Audif to submit its full commients . -

for- the. am.ﬁdemﬂw: -0f she'Comminee as incomplete .igformation and comnients
.meuldnot serve anypurpo:e mmm che,llnﬁ;fpre deferred. - - k

e
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926. Grant No.65—Medical Services (Page 80-AA). (Paras 830—832, pages
258-259-PAC  Report 1979-86).—The Committee had previously dirccted that in so
far A.G.P.R. was concerned, disciplinary action should be taken against anv em-
ployee found responsible for it in the office of the A.G.P.R. Similary. those con-
- cerned with such accounts in the supervisory levels should also be dealt wnh
sulta.b!y

927. A member of the Committee observed that Audit was supposed to
take disciplinary action. The Finance representative observed that apparently
there was no reconciliation. There had been a number of cases in which the
Committee had asked Audit to take disciplinary action against the employee of
the A.G.P.R. but the Audit départment had not reported one single case in  which
such action had been taken. The Audit representative assured the Committee
that he would submit a report on’the action takep in-this respect.

928, The Committee directed the Audit to submit its full comments for consi-
“deration of the Committee as the incomplete comments would not serve I/le purpo.ye
tThe paragraphs were, therefore, deferred.

- 929, Grant No. 150— Development expenditure of Health and Social Welfare
Division (Page 178-AA) (Pages 837-838, page 260-PAC Report 1979-80).—
Committee previously directed the department to furnish full details of expenditure

" and clearly state whether the expenditure was mcurred on purchase of equipments
~or the construct.lon of the Islamabad Hospital. .

930. After going through the details furnished by the Ministry a member
remarked that he would like to have more information and i In the report it should
be mentioned explicitly as to how much foreign exchange was utilized on equip-
ments i.e. both electronic or electrical, what was the warrantee given by the

‘ mnufacturer

.. 931.. After discussion, the Committee further directed that the report .s'hou[d
Ny Iww as to what equipment had been purchased. This would be considered alongwith
the paragmph on Islamabad Hospital Complex. These paragraphs were, therefor,
Cdeferred.

932, Pracedu'e for purchase abroad (Para 839, page 260-PAC Report
1979-80).—Earlier, the Committee had * directed that the: procedure in regard to
allocations for purchases from abroad needod to be rev:ewed

933. In compliance, the anstry submitted that according to prevaili'hg
procedure Ministries, Divisions, and Departments submit their indeats for pyre
.chases abroad to the Department of Supplies, an attached Department of the
~Ministry of Industries which floats the bids, invites tenders, and places orders on
.the successful billders: It thergfore, felt that the information should be obtained
from the Minisfry of Industﬁes who should also be directed to review the prevalent

: procodu.rc.
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934, After discussion, the Commitiee directed that the Ministry of Industries
should be addressed 1o take action on the following directive of the PAC, as they

are the concerned Ministry —

*“The Committee came to the conclusion that the procedure in regard o
allocations for purchase from abroad needs to be reviewed.” :

935. Fair Price Drug Stores (Para 841, page 261-PAC Report 1979-80).—
The Chairman of the PAC had previously remarked that somebody should be
held responsible for this mess. [t should be stated by the department as to how

-much loss was mhented how much of it had been realised and the amounts
__ remaining as outstanding.

936. After going through the departmental reply, the Committee decided
that the Finance Division should be requested for the condonation of non-mamtenauce
of Accounts of the closed-down Stores.

937. Grant No. 98—Group Head ° C’ Grants for Medical purposes (Paras
464-465, page 107,-PAC Report 1976-77) (Para 843, page 261-PAC Report
1979-80).—The departmental representative was previously directed by the Com-
mittee to ascertain the bottlenecks in the procedure, if any, to avoid such 2n occur-
rence in future.

938. Questioned as to what was the latest position, the departmental represen-
tative informed the Committee that it had been sorted out and all the accounts had
been reconciled.

939. ‘Thereupon, the Committee decided to drop the paragraph.

940. Excess expenditure relating to J.P.M.C. Karachi (Paras 844-845, page
261-PAC Report 1979-80).—In compliance, the Ministry explained that on
further inquiry, it was revealed that the excess expenditure was due’ to the
reappropriation of a sum of Rs. 1,306,200. Had the amount been not re-appropria-
ted, there would have not been an excess of Rs 1,197,217,

941. The department further explained that as regards action against the -
defaulter who failed to furnish the details of excess/surrenders on the basis of actu:!
expenditure in the preceding months, the Director, J.P.M.C., Karachi held Qazi
Muhammad Owais the then Assistant Director General responsible for it.  As he
had retired from service, no disciplinary action was possible against him.

942. After discussion, the Commitiee directed that action should be taken
against the officer, who failed to proceed against Qazi Muhammad Owais before his
refirement. 4 report on such action should be furnished by December, 1984.
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"-943," Points not discussed to be treated as settled—The Committee did not
~make any observation on other paragraphs/points concerning the (i) Appropria-
tion/Commercial Accounts for 1981-82 and the Audit Reports thereon ; and (i)

" compliance report of PAC’s recommendations in their Report for 1979-80. * This
_ .would be decmed as settlod subject to such regulansatxon action as may be necessary
' undcr the ru.les. o

MA_HAQ

Fslamabad, the 28tH December, 1985.

Secretary.
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Smday, the st August, 1986 )
Thirteenth Sitting (PAC)

#860. The Public Accounts Committec assembled at 09.00 am. in the
Parliament Building, Islamabad to continue the examination of the Federal
Accounts for 1982-83. The following were present :—

PAC: .
(1) Sardarzada Muhammad Ali Shah, MMN.A. .. «. Chairman.
(2) Sardar Aseff Ahmed Ali, MN.A. .. - ... Member,
(3) Rai Arif Hussain, M.N.A.- .. . . - .. Meniber.
(4) Ch. Muhammad Sarwar Khan, M.N.A. .. .- Member.
(5) Nawab Muhammad Yamin Khan, M.N.A. .. ... Member.
(6) Malik Said Khan Mahsud, M.N.A. .. .. Member.
(7) Shahzada Jam Mubammad Yusuf, M.N.A. .. .. Member,

National Assembly Secretariat : .

(1) Mr. M. A. Hagq, Secretary.
(2) ‘Ch.-Abdul -Qadir; Joint Secretaty.
- (3) Mr, Muhammad Aslam; Deputy Secretafy
(4) Mr. Gulzar Ahmed, Officer on Special Duty.
Audit : - _ ~
' (1) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan.
(2) Mrs. Sursiya Hafeez, Deputy Auditor-Geaeral (CA).
(3) Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ord).
(4) Mr. A. A. Zaidi, Deputy Awditor-General (A&R).
_(5) Sh, Muhammad Sadiq, Accountant General Pakistan Revenues. -
_{6) Mr. Ahmad Nawab Qureshi, Director General, Commercial Audit,
(7) Mr. Iftikhar Ali Khan Raja, Director General, (A&A Works).
Mml‘:try of Finance : ‘
(1) Mr. 5. M. Badrul Hassan, Deputy Secretary (Budget).
- '(2) Mr. Shamsul Haq, F.A. (Health). -~
*Paragraphs upto 859 and 86}.t0'892 pertain to other Ministries/Divisions.
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893.

Accounts etc., pcrtammg to the Ministry of Health, Special Education and Sécial.

‘Welfare.

()

2
(3
: @
&)
©
D

®

©)
894.

The Commmce then took up for examluatlon the Appropriation

The;followmg dgpartmental rqprcscntauvcs were present :—
Mr. 'lfazalur Rehman Khan, -Secretary.

Mr. S. H. Rizvi, Joint Sccretary,

Mr. Muhammad Yusuf Khan, Deputy Secretary.
Rear Admiral M. Mohsin Pal, D.G. (Health). -
Mr. Mebr Khan, Section Officer.

Mr. Mubhammad Iqbal Khan, Engmecnng Adbviser.
Mr S. L. H. Zaidi, Joint Secrctary (SE&SW Dmsnon)
Mr. Pervez Igbal, SWPO,

Mr M. Sharif, 5.0. (B&C).

This Ministry oont.ro]led the followi‘ng grants :—

Name of Grant o " Graat No.

1. Heslth ard Social Welfare Division' .. .. .. 63

W [

a
Py

Medical Services . B T _ 64
Public Health  * .. .. .00 .. - . 65
Other Expendlture of Health and Social Welfare Dmsnon o 65

5. Development’ Expendlture of Health and Social Welfa.re S
Division .- . - P M+ B

895.

 Reconciliation of Accounis with Audit—Audit ~pointed out ~that

Reconciliation. of Accounts with  AGPR, Islamabad for the year 1985-86. in
respect of 27 Departments of Special Education. and Special Welfare Division

were not

carried out at all. Similarly reconciliation work of 30 offices under

Ministry of Health ‘was not commenced for the year 1985.86. ' The Committee

took a very serious view of neglecting this important work and dlrected lhat the

reconcﬂmtlon should ‘be cumpleted ‘within -one month. .

[ S
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APPROPRIATION ACCOUNTS

.896. Grant No. 63—Health'and Social Welfare Division (Page 398-AA).—
The grant closed with a saving of Rs. 595,720 which was within permissible
limits. The. Committec did not make any observation.

897. Grant No. 66—Other Expengliture of Health and Social Welfare Division
(Page 403-AA).—Accoding to Appropriation Accounts there was a saving of
Rs. 998,532 which worked out to 23 per cent of Final Grant of Rs. 4,251,000.
The Department pointed vut that figures of actual expenditure had not been
shown correctly by Audit and that there was an expenditure of Rs. 3,904,759

- as against Rs. 3,252,468 shown by Audit and thus there was a saving of

Rs. 83,241 only which was less than 3 per cent of the Final ‘Grant. Audit
explained that the difference was due to the fact and some of the expenditure shown
by the Department was booked in 1981-82 and some of it during 1983-84 by -
the respective Accounts Officers. The Chairman PAC observed that such’ situa-
tions could be avoided by carrying out reconciliation at appropriate time,

898. The PAC directed that the Department should reconcile figures of -
expenditure regularly with Audit. As for saving, the Department should not
have gone for Supplementary Grant when there was a saving. The Department
should be careful in future. o

899. Grant No, 150—Development Expenditure of Health and Social Welfare
Divigion (Page 404-4A )—According to Audit there was an excess. of
Rs. 62,462,304 under this grant, which was about 18 per cent of the Final Grant.
The Department in this case again contested the figures of actual expenditure and
Final Grant shown by Audit and reported that a surrender order of an amount
of Rs. 6,700,000 had not been accounted for under correct head. Audit report-

- ed that the position pertaining to difference in figures of expenditure would be

verified from various Sub-offices.

$00. On a query from the Chairman PAC, the Department briefed the
Committee on the progress of work being done in respect of Islamabad Hospital
Complex, which according to Department was progressing satisfactorily towards
its completion. The PAC after discussion desired that Auditor-General should .
carry out Performance Audit of this Project. - The Department should also -

* furnish a brief pertaining to this project. .

90L. Grant No. 64—Medical Services (Page 406-AA) —This grant closed

. with a saving of Rs. 4,230,551 which was about 3 per cent of the Final Graat.

Audit observed that Supplementary- Grant of Rs. 12,609,000 proved to be
partly un-pecessary due to this saving. The saving being within penmissible. .
limits, the Committee did not make further observation. - g
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902. Grant No. 65~—Public Health (Page 411-AA).—There was an excess of
Rs. 2,536,369. The Committee after going through the explanation of the De
: partment recommended ‘the excess for reguldrisation.

- AUDIT REPORT

. 903. Consideration of Para 1, page 62, Para 2; Vpagc 63, Para 3 and 4, page
64 of ‘Audit Report- were deferred- upto 7th September, 1986.

Speual Points ,

904 Civil Surgeon’s Dispensar}, Queita.—The Chairman during his visit to
Quetta visited Civil Surgeon Office and Dispensary at Quetta and observed thiat
building did not appear to have been properly designed, which resulted in wastage
of substantial space, There was no arrangement for providing medical atten-' :
dance to female paticats. The dnspensary was also not provided with any }
: mvcstagatxon facllmes

905. The Pépartment while replying to the obserVauons by Chan-man PAC
reported that the dispensary at Quetta was established during the year 1983-84
and. was to cater for the out-patients only, No in-door facilities were envisaged

"in the original scheme. - In fact, in other Provincial Capitals too ie., Karachi,
. Lahore and Peshawar where there are larger number of Federal Governments,
in-door facilities in the Civil Surgeon’s Djspensaries were not available.
Patients requiring in-door facilities were referred to Provincial Governmen*
Hospitals where Federal Hospitals do not exist. ‘A PC-T for the construction
of Dispensary at Quetta to cater for the out-door treatment only was designed
by the Pakistan Public. Works Department and after having gone through the
normal process, it was finally approved by the Planning Commission at a cost -

- of Rs. 4.704 million in' June, 1982. :

906. With regard to the observation of the Chairman of Public Accounts
Committee about the covered area of the building that it can accommodate
10—15 hospital beds, it is clarified that the building consists of 3 Wings—a male
and a female wing to accommodate office of the Civil Surgeon, male and female:
Medical Officers; waiting room, registration room and rooms for carrying out
wminor . surgical - procedures. The third wing is the services wing to accom~ -
modate ‘X-Ray -machine: and laboratory etc. As regards equipments, this -
Division has already proposed in budget provision for 1986-87 for the pur- -
chase of Ambulance, X-Ray plant and other furniture and fixture. However,
'l"inanﬁe Bmsmn had agreed only to X-Ray plant due to tesoume constraint.

_ 907 The post of Civil Surgeon|Associate Physician was created in August,
'1983.. :The past..was reported to the Federal Public Service Commission for '
making recruitment.  The Commmnon ‘had- since made the nomination and it
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was cxpected that thc oﬁicer wou]d be in position by the end of September,
1986. However, the Acting Civil Surgeon had furnished the details of the
equipment that were required in the dispensary. He had asked for. the post of

2 Lady Medical Officer, a Sanitary Worker and facilities of equipments of
" ‘Radiological Department, Clinical Laboratory, Dental Surgery, Eyc and ENT

“Sections and Ambulance. The provision of X-Ray plant Pathological Labora-
tory and Electric Cardiograph Machinc as pointed out by the Chairman, Public
Accounts Committee will also be considered and will be provided with in the
available resources to the centre in consultation with the regular Civil Surgeon,
Quetta, and, if funds were not available, in consultation with the Ministry of
Finance. The space available will be utilised for the improvement of the dis-
pensary and it was hoped that the resources invested in the dxspcnsary will not
go waste.’ :

908. The Committice after discussion observed that it appeared to be wrong
decision taken at that time and was a waste of Public Money. Some one should
be responsible for this wastage. The names of the persons respopsible should
be intimated to the PAC. The dlspensary should now be better. utilized.

909. Points not Discussed to be Treated as Settled —The Committee did not
make any observation on the other points in the Appropriation Accounts and
Audit Report thereon. These would be deemed as settled, subject to*such regu-
larisation action and venﬁcauon by Audlt as may be necessary under the rules. .

Secretary.

Isiamabad, the 17th Pebruary, 1981,
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#1134. The Public- Accounts Committee assembled at 09.00 a.m. in the
- Parliament  House, Islamabad to continue the examination of the Federal
Agcounts for 1982-83. The following were present :— ‘

PAC:
(1) Sardarzada Muhammad Ali Shah, M.N.A. - .. .. Chairman..
“{2) Mr. Anwar Aziz Chaudhry. Ministar for. Lmal Government .
and Rural Development .. .. .. .. Member.
(3) Sardar Asefl Ahmed Ali. M.N.A. .. .. ..  Member.
(4) Rai Arlf Hussam M.NA. .. . e .. Member.
- (5) Ch. Muhammad Sarwar Khan, M.N. AL Member.
- (6) Mr. Miangul Aurangzeb, M.N,A. .. o .. Member.
{7y Malik Said Khan Mahsud, M.N.A. .- .. .. Member.

. Natiorial Assembly Secretariat :
(1) Mr. M.-A. Haq, Secretary.
" (2) Ch. Abdul Qadir, Joint Secretary.
(3) Mr. Muhammad Aslam, Deputy Secretary.
(4) Mr. Gulzar Ahmed, Officer on Special Duty,
Audit :
" ) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan.
" (2) Mrs. Suraiya Hafeez, Deputy Auditor-General-(CA).
(3) Syed Iftikhar Shabbir, Deputy Audntot-General (Co—ord)
- {(4) Mr. A. A. Zaidi, Deputy Auditor-General (A&R).
(5) Sh. Muhammad Sadiq, Accountant General Pakistan Revenues.
(6) Raja M. Saleem Khan, Director, Foreign Audit.

_(7) Mr. Iftikhar Ali Khan Raja, Director General, Audit and Accouits
Works.

(8) Mr, Abdur Rauf Khan, A.A.O. (IS&F).
. Ministry of Finance : '
(1) Mr. Masood Ahmed, Deputy Secretary. -
(2) Mr. Shamsul Haq, F.A. (Health).
(3) Mr. H. A. Niazi, F.A. (Works).
*Paragraphs yp 1133 and 1135 10 1174 pertain to other Ministries/Divisions.

\
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1175. The Committee then took up for examination Performance Audit Re-
port pertainirig to Bolan Medical College Complex, Quetta. The following
departmental representatives of Ministry of Health, Special FEducation and
Social Welfare were present :-— ' -

(1) Mr. Fazalur Rehman Khan, Secretary.

(2) Admiral M. Mohsin Pal, D.G. (Health).

3) ‘Mr. S. H. Rizvi, Joint Secretary. (Health).

(4) Mr. Muhammad Yusuf Khan, Deputy Secretary.

(5) Dr. Q. A, Subur Khan, ADG (Development).

(6) Mr. Igbal Ahmed, Engineer Adviser (Health).

(73 Mr. Mehr Khan, Section Officer (F&A).

(8) Mr. S. R. Poonegar, Additional Chief Secretary (Development)
Government of Baluchistan.

1176. The following departmental representatives of ‘Works Division were

also: present :— :

(1) Mr, Abdur Rahim Mahsud, Secretary.

(2) Mr. Abdul Wahab, Jeint Secretary. '

(3) A. W. K. Sherwani, Dircctor General (Pak. PWD). _

(4) M. S. Fasihuddin, Chief Engineer, Planning (Pak. PWD).

(5) Sh. Faiz Ahmed, Chief Engincer (Pak. PWD), Karachi.

(6) Mr. S. Tahzibul Hasan, Chief Engincer (Pak. PWD), Quetta,

() Mr. M. L. Rajput, Chief Engincer (Pak. PWD), Islamabad.

PERFORMANCE AUDIT REPORT

1177. Bolan Medical College Complex, Quetta.—The Performance Audit
Report was considered alongwith the Inspection Note of Chairman, Public
Accounts Committee who visited the project in July, 1986 (Annexute ‘E).

1178. In Performance Audit Report it was pointed out that Bolan Medical
College Complex, consisting of one Medical College, a teaching liospital and a
nursing school with residential and hostel accommodation facilities was approv-
ed ino May, 1973 at an initial cost of Rs. 75 million in pursuance of a public

-announcement by the then Prime Minister. The project was revised to Rs. 250

million in May, 1977 with foreign exchange compoment of Rs. 45.938
million, A second revised PC-I for Rs, 478.5 million, was granted antici-
pated approval in December, 1982 but third revision had again been made
amounting to Rs. 730 million by Pak. PWD, in 1984.
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© 1179. In addition o the bbj‘cdive;sras laid down in PC-1, the Project dirhed

. at- improving . health, standaid, providing training facilities and job opportunities

‘to.skilled'unskilled peisons. The entire. project was to be completed by the
cnd of 1980 but owing to chauge in scope of work and lack of proper progress
conirol, the complex was cxpected to be completed in August, 1986 subject to tho
condition of hvailability oi funds in due time.

1180. The execution of the project was initially entrusted.to provincial
- Communication and Works Depai:tment which was then transferred to consultants
-znd engineering adviser of the Ministry of Health. The execution had been
cnirusied to Pakisian P.W.D. in August, 1983.

1181. The administration of the Complex (Located at Quetta) had been
‘under the direct contro! of the Ministry of Health, Government of Pakistan,
isiamabad and paymenis werc also released from Islamabad.

. 1182. The work remained without supervision of the consultants from
Apiii, 1976 to September, 1981. No progress repoits were available with the
complex authorities for the period prior to st September, 1981. The position
- was similar upto June, 1983 and since then works had been nearly suspended.

1183, As regards its accounting procedure, there was no presctibed

accounting system which could depict clear picture of the accounts. The
' project accounts had.neither been maintained on PWD pattern nor on the com-
mercial basis. The poor financial control also led to many financial irregulari-

oA

1184. In the Audit Report for 1981-82 two cases involving excess pay-
ments and shortages of Rs. 0.016 million were pointed out. In 1982-83
- nineleen cases. involving irsegular ¢xpenditure of Rs. 35.209 million, excess
payizent of Rs. 0.505 million and other cases of unduec Financial Aid, non-
recovery, infructuous expenditure totalling Rs, 3.374 . million were reported.
“Simiuly during 1983-84 and- 1984-85 five cases of excess payment and other
financial irregularities invoiving an amourt of Rs. 45.309 million were reported.
The construction standard of civil, electrical, airconditioning and heating works
WAS eIy pOOr.

1185. The study of the project indicated that the project was not phanned
properly which necessitated its three revisions. Similarly the execution was
not sapervised and moniforéd “efficiently which led to charge of control from
Baluchistan Govemment to Health Division and from Health Division to
‘Pak. P.W.D. The study also shows that no sincere and fruitful effort was made by
any controlling agency to take remedial steps for efficient execution of the project.
A huge -investment of about Rs. 340 million already made had not produced any

P
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benefits-even after a lapse of 12 years It was recommended that the project may o

be started immediately and new priorities be fixed in the revised complztion
schedules so that maximwn segments of the project can be complezed for use
in the light of the fund allocation. _ Similarly, tendcr dotuments and contract”
agreement may be reviewed and defaulting contractor may be penalized for delay
and defective works.

1186. Audit further pointed out that complete records pertaining to project
were not available. They had to put relevant pieces together and consequently
it had emerged that it was a case of poor planning and inefficient implementa-
tion. , '

'1187. On a query from Chairman PAC as to why there had been inquiries
in the case of this project, the departmental representatives’ intimated that it was
due to complaints received, and further reported that an arbitration clause was
inserted in 1980. Director General was supposed to be the Arbitrator, but con-
trary to the provisions of contract Brig. Mohammad Ashraf was appointed as
arhitrator by Ministry of Health. He gave the Award. The Ministry challenged
the Award in a Court of Law, the work was suspended and thus delay. Tho
Dejpartment ~dmitted that quantity of construction was not good but it was better
than any other construction work -at Quetta. The Director General Health
visited Quetta under orders of Prime Minister. He submitted a Summary on the
basis of which Health Division was directed to take over the project. "They had
already spent Rs. 30 million on the project.

1188. It was further informed that the work was handed over to Ministry
of Works in October, 1983. In 1986 Nes-Pak submitted their report. They
suggested remedial measures, implementation of which was to cost Government .
Rs. 35 million. They pointed out that even the laid down specifications were '
not followed in execution of the works.

1189. On an inquiry from Chairman PAC, the representative of Works
Division reported that the work was allotted at such high rates in 1974 that it
cculd be executed and completed at those very high rates in 1986. Govemment
had spent Rs. 38 crore so far on this project.

1190. A mamber at this pcint observed that Public Money was spent with-
out caring for rules and regulations. There had been serious violation of rules
and regulations for which the responsibility must be fixed.
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1191, The C_ommittee‘ after a long and detailed discussion expressed its .

displeasure over the fact that no senior officer visited the project while it was
uoder construction. The case may be handed over to F.I.A. for probe into it
and to submit a report to the Commitice fixing the responsibility for mis-manage-
ment.

1192. The Committee then adjourned to meet again at 09.00 a.m. on
Monday, the 8th September, 1986.

M. A. HAQ,
Secretary,

Islamabad, the 29th March, 1987.
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Thursday, the 8th January, 1987
Ninth Sitting (PAC) ' |
#527. The Public Accounts Committee assembled at 10.00 am. in the

Pariiamient House, Islamabad to continue the cxamination of the Federal Accounts
for 1983-84 and 1984-85. The following were present :— )

P.AC: i
(1) Sardarzada Muhammad Ali Shah, M.N.A. . .. Chairman.
(2) Sardar Aseff Ahmed Ali, M.N.A. .. . .. Member.
(3) Rai Arif Hussain, M.NLA. .. .. .. .. Member.
(4) Wawab Muh2mmad Yamin Khan, MN.A. .. .. Member,
(5) Mr Misngu! Aurangzeb, MN.A. .. .. .. Member.

(6) Malik Said Khan Mahsud, M.NLA. .. .. .. Member.
National Assembly Secretariat - '

(1) Mr. M. A. Haq, Secretary.
(2) Ch. Abdut Qadir, Joint Secretary,

(3) Mr. Muhammad Aslam, Deputy Secretary.
(4) Mr. Gulzar Ahmed, Officer on Special Duty..
Audit : '
(1) Mr. Riyaz H. Bokhari, Auditor~General of Pakistan.
(2) Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ord).
(3) Mr, A, A Zaidi, Deputy Auditor-General (A&R).
(4) Sh, Muhammad Sadiq, Accountant General Pakistan Revenues,
(5) Mr. Iftikhar Ali Kban Raja, Director General, (A&%A Works).
(6) Mr. Ahmad Nawab Qureshi, Director General, Commercial Audit.
(7) Mr. M. S. Amjad, Director General (PEC).
Ministry of Finance :
(1) Mr. Manzur Husain, Joint Secretary (Budget).

(2) Mr. Tanwir Ali Agha, Deputy Secretary,
(3) Mr. Shamsul Haq, FA (Health).

‘Pamgrgphs_ upto 526 and 528 to 588 pertain to other Ministries/Divisions.
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' 589. The Comnutiee then took up for examination, the Appropriation

Accounts etc.; pertaiping to the Ministry of Health, Special Education and Social

Welfare. The fcllowmg deparimema] represeniatives were present ;—

(l) Mx Fazalur Rehman Khan, Secretary.

(2) Surgeon Rear Admiral M. Mobhsin Pal, Director General (Health).
(3) Major General (Retd.) M. 1. Burney, Executive Director (NIH).

(4) Mr. S. H. Rizvi, Joint Secretary.

_ (5) Dr. S. Mohsin Ali, Medical Superiatcident (F.G.S.H.).

(6) Mr. Muhammad Yusuf Khan, Deputy Secretary.
(7) M. Igbal Ahmed Khan, Engiucering Adviser.
(8) Dr. Mushtaq Ahmed Chaudhry, DG (M).
(9) Mr. Mehr Khan, Section Officer (F&A).

590. This Mmlstry controlled the following grants—

S. No. : Neme of Grant Grant No.
1983-84
- 1, Health, Special Education and Social Welfare Division 3
2. Medical Services 64
3. Public Health . 65
4. Other Expenditure of Health, Specml Education and Social
Welfare Division . 66
5. . Development” Expend|ture of Health, Specnal Education and
- Secial Welfare: Division ' .. .. - .. 148
, y 1984 85 ot
1. . Health Division ‘ ' 65
2. Medical Services 66
3. Public Health y 61
4.  Special Education and Social Welfare Division .. 68
5. :':Other Expenditure of Health, Specxal Education and Socral’-
" Welfare Division. ., .. ' 69
6. ‘Development Expendmxre of Healtb Dtv:exon .. 153
7. Development Expendlture of Health, S-aecnai Education and

Soclal Wclfare Dmsm o

154
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APPRUPRIATICN ACCOURTS (1983-84)

- 591, Graat No, 63—iHzalth and Social Weljare Division (Pege 302-AA) .~
This grant <losed with an excess of Rs. 1,326,358, The Department reported
that ii;c excess was due to payment of Advaace Salary on Eid and also due to
revision of pay scales. The Committce recommended the excess for regularisa-
-lion through Excess Budget Statement.

592. Grunt No. 64—Medical Services  (Page 508-4A4).~~There was an
excess of Rs. 3,875,489 under this grant, which was stated to be mainly due to
payment of Advance Salary on Eid and revision of pay scales. The Committee
recommended the excess for regularisation through Excess Budget Statement,

593. Grant No. 65-—Public Health (Page 514-AA).—~This grant closed
with an excess of Rs. 343,779. The Department explained that except for an
cxcess of Rs. 122,705 under *“ Commoditics and Services ™  attributed to the
difference in figures booked by Audit and Department the remaining excess was
on account of payment of Advance Salary on Eid and revision of Pay Scales. The
Committee recommended the excess, for regularisation and desired that the
Secretary may submit a paper giving information regarding facilities to be pro-
vided in Islamabad Hospitals with a view to avoid sending people abroad for
treatment, : '

_ 594. Grant No, 66—Other Expenditure of Health, Special Education and
Social Welfare Division (Page 520-AA4).~According to the Appropriation
.Accounts, this grant closed with an excess of Rs, 1,671,827. The Department
reported that this excess incladed Rs; 1,143,216 booked on account of debitg for
cxpenditure pertaining to the year 1982-83. Then again there was a case of
double booking of expenditure. The Committee directed that the position may
be reconciled with Audit. The excess was, however, recommended for regularisa-
‘tion through Excess Budget Statement. ' /

595. Grant No. 148—Development Expenditure of Heaith, Special Educa-
tion and Social Welfare (Page 522-A4 ) —~According to Appropriation Accounts,
this grant closed with a huge saving of Rs. 234,876,322, Th= Department explain-
ed that an amount of Rs, 25.8 Million was announced in ths Budget to be spent
for special education of handicap children, although no such demand was made.
The representative of Finance observed that this was some thing more unus'ual."

~Ordinarily it was not possible which would be sorted out. The Department

reported to the Committee that funds for the schemes costing more than 100
utilized as ‘the response from Provincial Government was
not forthcoming us they had _no proper Administrative Machinery to implement
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the projects.  Similafly certain proposals for procupcmcm_ of equipment for Islam-
abad Hospital Complex were not finalized. A proposal for conversion of Foreign
Exchuange into local currency for an exchange component of Rs. 8,600,000 was
-not agreed to by the Planning and Development Division, apprehending that there
was no time left to utilize it. '

596. The Committec dirccted that F.ILA. may be asked to submit their report
on Bolan Medical College Complex. The PAC will discuss this issue in its next
meeting with- the Department.

AUDIT REPORT (1983-84)

597. Excess payment of Rs. 35,675,105 (Fara |, page 86-AR).—Accord-
ing to the Audit Report, payment of Rs. 35,675,105 were made to the contractor
over and above of the value of work done as reported by the Consultants in June,
© 1982, " The Department replied that Consullants verification was not correct and
this happened due to non-coordination between the contractors and Consultants.
- The contractor had already sought an arbitration. An arbitrator had been
' ;hom'mated by Ministry of Health under orders of Prime Minister. The Depart-
ment had prepared-terms of reference, which were being scnt to I-dW Secretary
" and then to Audit,

598. The Committee deferred consideration of the Paragraph. It will be

taken up alongwith other points of “ Bolan Medical College ™ in the next meeting.

“The Committee further directed that in case more than one Divisions were involved,
- the case should be finalized within two months. '

APPROPRIATION ACCOUNTS (1984-85)

:"599 ‘Grant No. 65—Health Division (Puge 516-AA) ~—This grant closed
‘\mth a saving of Rs. 3,073,577. The Department intimated that saving was
riainly due to vacant posts which could not be filled in and also due to the facts
that expected delegations for which budget provision was made did not arrive,
- The. Committee duacted that a paper be prepared showing th= effects as to how
__mp_xch _b}.ldgct and facilities were required which should create a situation whete
‘.‘timrqremai:n.ed‘no need for any persons going abroad for treatment.

- 600. Grant No. 66—Medical Services (Page 520-AA) —As per Appropria-
‘tibn Accounts, there was an  excess of Rs, 13,421,712 under this grant. The
A"Dcp'ai'tment explained ‘that there was no excess under this grant. An expenditure
~ of Rs.- 26,756,426 on account of purchase of two C.T. Scanners from Develop-

ment’ Budget was“incorrectly booked by Audit under this grant. Actually there
* was a saving under this grant. The Comumittee directed that the matter should be
‘loeked into by Audit and Department and posxtmn reconciled.

(7 R S
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601, Grant No. 67—Public Health (Page 526-4A4).—According to Appro-
priation Accounts there was a saving of Rs. 1,728,506 under this grant, which was
6 per cent of the Final Grant. The Department explained that this was again due
to variation in Departmental and Audit Figures. The Committee directed that the
reconciliation should be carried out in time.

602, Grant No, 68—Special Education and Social Welfare Division (Page
532-AA—).The grant closed with a saving of Rs. 1,901,166, which was 28
per cent of the Final Grant. The Department explained that the main saving was -
due to certain posts having remained vacant. The officer with Technical Qualifica-
tion were required, which were not available inspite of best efforts, hence saving.
The Committee accepted the explanation, '

603. Grant No. 69—Other Expenditure of Special Education and; Social
Welfare Division (Page 534-AA).—There was a saving of Rs, 2,899,595 under
this grant which was attributed to less release in certain cases, An amount of
Rs, 2,075,196 was surrendered on 30th June, 1985, but was not accepted, being
late. The Committee observed that surrenders should be made well in time.

604. Grant No. 153—Development Expenditure of Health Division (Page
535-AA)~—In this case, the grant ciosed with a saving of Rs. 119,541,307,
which was 18 per cent of the Final Grant. The Department reported to the
Committee that funds were not released for want of utilization report. Certain
amounts surrendered were not accepted. There was certain cases of wrong book-
ing also. The Committee viewed, this trend of saving under Development Grant
as serious and observed that the Department should be careful in future.

605. Grunt No. 154-—Development Expenditure of Special Education and
Social Welfare Division (Page 539-AA).-—This grant closed with a saving of
Rs. 27,166,410, which was 73 per cent of the Final Grant, The Committee was
not happy with the saving and observed that savings should be avoided in future,

606. Points not discussed to be treated as setiled—The Committee did not
meke any observation on the other points in the Appropriation Accounts and Audit
Report thercon. These would be deemed as settled, subject to such regularisation
action, as may be nccessary, under the rules,

607. The Committee then adjourned sine-die,

M. A. HAQ,

‘ Secretary,
Islamabad, the 18th July, 1987. :

—— e v s
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- Thersday, the 10th January, 1985

Fifteenth Sitting (PAC)
*2455. The Public Accounts Committee assembled at (09.00 a.m. in the State
Bank Building, Islamabad to continue examination of the Federal Accounts for

1981-82.

The following were present :—

PAC:

M
@
3

O]

&)
©

Mr. A.G.N. Kazi, Governor, State Bank of Pakistan. Vice-Chairman.
Akhunzada Bahrawar Saced, Member, Federal Council Member

Mir Jam Ghulam Qadir Khan of Lasbela, Member,
Federal Council .. .. .. Member

Mr. Masarrat Hussain Zuberi, Former Secretary to the
Government of Pakistan. . . .. .. Member

Mr. Abdul Qadir, Former Chairman, Railway Board. Member
Mr. Yusuf Bhai Mian, Chartered Accountant .. - Member

Federal Council Secretarigt :

(1
)
1€))
)

Mr. M. A. Haq, Secretary.

Ch. Abdul Qadir, Joint Secretary.

Mr. Muhammad Aslam, Deputy Secretary.
Syed Muhammad Ahmad, Assistant Secretary.

Audit :

)
v2)
3)
)
5
(6)
M

®)

Mr. Riyaz H. Bokhari, Auditor-General of Pakistan. .
Mrs. Suraiya Hafeez, Deputy Auditor-General (CA).

Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ord).
Mr. Khalid Rafique, Deputy Auditor-General (A&R).

Mr. M. A. Lodhi, Accountant General; Pakistan Revenues.
Mirs. S. N. Sheikh, Director General, Commercial Audit.

M. Iftikhar Ali Xhan, Director General, Alldll and Account Works,
Lahore.

Raja M. Saleem Khan, Director Foreign Audit, Islamabad.

*Paragraphs upto 2454 pertain to other Ministries/Divisions,
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Ministry of Flnance :
Mr. Manzur Husain, Joint Secretary (Budget).

2456. Accounts = Examined —Accounts pertaining to the Ministry
Interior were examined by the Committee during the course of the day.

of
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2457. The Commnltcc look up _for enmmatlon. the Appropriation
Accounts etc., pertaining to lhe Ministry of Intenor The following d@pmmental _
representat:ves were present -

(1)
2)
3)
@
(5)
(6)
(N
®
®

(10)

(an

(12)

Mr. Roedad Khan, Secretary General.
Mr. Mazhar Rafi, Additional Secretary.
Mr. Abdul Wahab, Joint Secretary.

Mr. U. D. Khan, Deputy Secretary.
Brig. Tafsirul Islam, DIG, F. C (NWEP).

Mr. Ghulam Qas:m, A. 8. (F. C., Baluchistan).

Mr. M. A. Bari, Dlrector Immigration. and Passport.

Mr. Bashir Ahmad Kban, D. G. (Registration).

Major Haron Rashid, DAA and QMG (HQ Pakistan Rangers),

Ch. A. Majeed A. Auolakh, Principal, Central Jail Staff Inst,, Lahore.
Mr. M. S. Khattak, (DCD); Islamabad.

Mr. Javed Hasan Aly, Director (FIA).

2458. This Ministry controlied the following grants :—

L. No. Name of Grant - Grant No.
1. Ministry of Interior - .. - w . RN

2. Jamabed .. .. . R

3. Passport Organisation .. . | 8
4. Civil Armed Forees .. . - .. 8
5. Registration Organisation .. . . %

6. CvilDefeace .. .. .. .. . g

7. Federal Investigation Agency .. .. .. o

8. Other Expenditure of Ministry of Interior (except CDA portion).. 93

9.

gDewlo’p’mentExpenditugofMinbtryéﬂuuior .. lS‘I S
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2459. Reconcitiation of .Accounts with Audit.—The Committee noted that

- the reconciliation work of the Ministry for the year 1984-85 had not yet been
: _coraplcted - As such the ‘Commitice direcied that the outstanding work of re-
cor‘ucihatwn ‘of accounts should be go compieled expeditiously.

APPROPRIATION ACCOUNTS

" 2460. Gran: No. 86—Minisiry of Interior (Pages 768—772-AA).—
The Vice-Chairman obsérved that the complete picture of the grant had not been
given by the Ministry in their brief. The Appropriation Accounts show that
there was actually an overall saving of Rs. 1.215,958. The overall position of
the grant was not shown. Under the primary units of the Grant there werc

‘excesses. Then also in the case of a namber of primary units, Audit had com-
‘mented that the figures were different from the reconviled-amounts. The Vice-

Chairman emphasised that the overall position of the Grant should always be
shown. If the appropriation had been done at the appropriate time this difficulty
would not have arisen.

2461. The Vice-Chairman further remarked that the explanation given by

the Ministry against each ubject was not at all satisfactory. It appeared that no

one followed the accourits for the year under review. Nobody knew under which

~ object there was saving and under which there excess. The accounting control

required to be improved.

2462. Grant No. 93——0th¢r Expenditure o) Ministry of Interior (Pages:
774==779-AA) —The Appmpnanon Accounts show a saving of Rs. 7,332,743
under this grant but the overall position had not been mentioned in the brief of
the Ministry. For the saving of Rs. 6,159,900 under object “ S00—Commodi- '
ties and services ", it was explamed by the Ministry that the actual expenditure
had not been comctly booked by Audit. The actual expenditure was
Rs. 8,233,147 -and not Rs. 1,935. Thus there would have been an excess of
Rs. 137 042 and not the saving shown in the Appropriation Accounts. The
Mmlsf.ry further stated that out of the above excess and amount of Rs. 67,033
had been incurred on the Police Guards posted at Pakistan Mint, Lahore, which
was due to grant of one advance increment and enhancement of rates of Dear-
pess Allowance and Conveyancc Allowance with effect from 1Ist July, 1981.
The remaining excess of Rs. 70,009 had been incurred on account of Security.

" Prisoners and Detenus, due to the increased activities of terrorists and anti-socia” *

clemeits.
2463. Audit stated that the difference between Audit and Depammnts

- actuals:-represented * (i} Jebits- of Rs. 6,110,000 omitted by mistake by DAGPR;"

Labore adjusted in 1982-83; (ii) expendlture of Rs. 600,000 relating to c‘:dc‘
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2464. The Vice-Chairman observed that the Accounts had not been recon-
ciled and the expenditure was not booked. It is a case of defective accounting
- which should be avoided. The responsible officer in Audit should be called
upon 10 explain as to why : (i) i failed to get the accounts reconciled at proper
time ; and (i) he did not watch the cxpenditure- against the grant.

2465. After discussion, the'Camm-'tree' took: the foltowing decisions on grants ‘7
Nos. 86 and 93 - — '

(i) Re-appropriation between Grants and Objects must be resorted 1o at
- the proper time 10 avoid savings and excesses. :

" (ii) The Accounts Section of the Ministry should be strengthend for better

management of Accounts and those, who failed to reconcile ' the

" Accounts at the proper time and did not effect the reappropriations
timely, should be dealt with suitably. :

(iii) The Ministry should arrange 10 secure monthly accunts from  the
various organisations under it, for monitoring  the expenditure
regularly. ' ’ : ‘

.- . . 2466. Grant No. 157—Development Expenditure of Ministry of Interior
(Pages 780;—782-AA).—The -Ministry ‘' could not explain the excess of -
Rs. 298,769 shown against this grant in the Appropriation Accounts, As
regards the excess of Rs. 299,019 under object “ 513—Agriculture Research
and Extension Services Burner Pilot Project ", the Ministry stated that the actual
excess. was of Rs. 617,322, Explaining the position, the Ministry stated that
releases amounting to Rs. 613,300 were made by US. Aid in November, 1981, .
but -provision for it could not be made in the budget through Supplementary.
- Grant and as such, the excess had occurred. A member of the Committee
further remarked that the amount was not shown in the recoveries either - and
enquired as-to why the department had not passed 2 recovery entry. The
departmental representative replied that it was a dollar grant and the department
.had to ensure the allocation of matching fund, i.e. equivalent fund in rapee. On
the member persisting tne departmental representative admitted that there was
a2 lapse -on their port. : : :
24617, After discussion, the Committee took the following decisions :—w

(i) A recovery entry must invariably be made, Simultaneously. with thay
of expenditure from any foreign grant or Aid. . .

(i) The Accounting Officer in the Ministry, who omitted the aboye
- action in this case, should be taken against him S '

' ~ (iii) The excess expenditure showld be regularised thmugﬁ the Exom ,
" Budger Staternent. = R _
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2468. Grant ‘No. §7—islamabad {Pages 784—804-AA).—The Appro-
, ,pnamm Accounts. show an excess of Rs. 1,226,970 'under this grant. The
.. exphination. furnished by the Ministry against cach object of the grant was not
- - foupd satisfactory. by the Committee. The Committee observed that no one in
- the‘Mmrstry seemed:to be intezes(’ed in maintaining correct accounts. Account-
~.ing control should be Jmproved The Vice-Chairman also observed that the
officer incharge of the acccunts in the Ministry had not delivered the goods pro-
perly in maintaiming the correct actounts. The Committee directed that the
. department should have the Accounts reconcile with Audit.

2469. Grant No. 88-——Passport Organisation (Pages 806—808-AA).—A
not saving of Rs. 322,477 is shown in the Appropriation Accounts under this
‘grant. - The Committee observed that the Accounting control was not satisfactory
and it should bé improved as the explanation furnished by the Ministry was not
convincing Audit also pointed out that in the reply of the Ministry an overall
- pesition of Grant as shown in Appropriation Accounts had not been reproduced.
When advised to do so, the Ministry declined to accept this advice. The Com-
mittee did not, however, make any further observation on this grant,

g 2470. Grant No. 89—Civil Armed Forces (Page 810-4.1).—Audit had
e:dubxted 2 net excess of Rs. 12,704,829 under this grant. The Minirtry had
not. given an- overall - position of the grant. As regards the excess of
Rs. 12,777,900 nader object ‘ 020—Regular Allowances’, the Ministry explained
that -the hgure of Final Grant had not been correctly worked out by Audit.
According to Final Grant shown in the Skeleton Appropriation Accounts of -
~ AGPR. (Sub-offices, Peshawar and Quetta), issued vide their letter No. BUD. I1/
" R.B./81-82/486-88, datc Ist March, 1983 and B&R/App.|A|csIRRIR?I780,
.~ dated Sth December, 1982 respecuvely, the Final Grant under this Code '-!z:xd ’
- waa as under :— . ,

" Baluchistay e el = 120,684,600
CNWEPR L. A . 101,314,789

Total .. 222,998,389

Thus there- would be an excess of (Rs. 232,723,9890—221, 998,389)
'Rs 10,725,600 instead of Rs. 12,777,900 as shown in Appropriation Accounts.

i 2471 The Ministry further stated that the above excess was due to enhance-
’.ment of rates of Dearncss Allowance, Conveyance Allowance and House Rent
- Aflowance, with-effect from 1st July, . 1981 for which no provision existed in the

‘ ‘Budget.. The Vwe-(:bmmm observed that thie excess due to the increased
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allowance could not bé. avoided therefore; the exptananbn of the Ministry was
ucceptable.  The department should, however, have a through check over the
accounting system as the whole accounting sectior: was very poof.

2472. The _Comniitice finally directed that wherever a Ministry might
request Finance Division for any Supplementary Grant, for the purpose of meet-
inescapable expenditure on pay and allowances, the latter should be axtremety
careful and realistic, ‘before they decide io dectme such a request.

2473. Grant No. 91—Civil Defence (Pages 820--876-AA).—-It was
explained by the Ministry that the saving of Rs. 52,036 under this grant was
within the permissible limit. . The Committee observed that excesses shown at
page 824 in the approptiation Accounts under each object were unnecessary and
should not have occurred, had the department taken the trouble to reappropriate.
The Committee directed that the department must take action against people
mcharge of Account.r who did not maintain. the Accoums propeﬂy '

2474. Grant No. 90—Régistration- Orgammtwn (Pagzs 828-—830-AA).—-—- )
The Appropriation Accounts show a net excess of Rs. 413,140, under this grant,
but the overall position .of the grant had not beeu given in -the brief -of the
Minisiry. As regards the excess of Rs. 529,753 under object * 500—Commodi-
ties and Services ”. It was explained by the Ministry that there was Misprinting
of the Final Grant which should be Rs. 9,709,500 instead of Rs. 709,500.~ Fhus
there would be a saving of Rs. 165,613 instead of an excesss The saving was
within permissible limit. Thereupoh, Audit conceded that the actuals expendi-
ture included a belated ad;ustment of Rs. 695,406 at Lahore for 1975-76 and
-1977-78. . .

2476, Grant No. 92—cheral Investigation Agency (Pages 832-—-836-
AA) —-—The Appropriation Accounts show an excess of Rs. 222,596 under this
grant, but the Mnmsu-y had again not given the overall position of the grant in
the brief. The excess under objects “ 011->Officer, * 012—IOther Staff " 020—
Regular Allowances and 030—Other Allowances ” Amounting to Rs. 63,282 ;
Rs. 31,808 ; Rs. 84,664 ; and 36,423, respectively, were explained by the Minis-
iry to be duc to the wrong expectation that the increase, sanctioned by the Govern-
ment from Ist July, 1981 under pay and Allowances :would be met out of ex-
pected savings and thercfore, Supplementary Grant was not asked for. . But the
cxpenditure exceeded smticipations. The total excess was, however, ° ounly
1.02 per cent over Final Grant. Audit stated that the explanation submitied
- by«the department for the excesses was convincing. The Committee, therefore,
did not make any further observation on these 'objeds :
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COMPUAN:CE‘O‘N THE POINTS RAISED IN THE PAC's REPORT
-ON ACCOUNT FOR 1979-80

2477. Reconciliation of Accounts with Audit (Para 472, page 171-PAC
~ Report 1979-80).—The Committec had directed the departmental representative
~ to furnish a report to the Committee as to who had failed to get the Accouats
reconciled in time. In compliance, the Mipistry informed the Committee that the
reconciliation for the year 1980-81 had been completed by all the Departments
under the control of this Ministry. Audit had also verified it. The Committec
decided to drop the paragraph.

‘ -2478. Grant No. 86—Passport Organisation (Page 102-AA) (Paras
. 476-477, pages 172-173-PAC Report 1979-80).—The Committee after
" examining the departmeniai reply and Audit Comments dropped the above para-

2479. Grant No. 87—Civil Armed , Forces (Page 103-AA) (Para 478,
page 173-PAC Report 1979-80).—~A member of the Committee had previously
observid that action should be taken against the persons who failed to carry out
timely “Péconciliation of the Accounts for 1979-80. It was cxplained by ths
Ministry that the reconciliation from 1979-80 had already becn done by the-CAF
componenis Le, 1.G.,: F.C., NWFP, Peshawar, Baluchistan, Quetta, D.G. Coast

. Guards and D.G. Pakistan Rangers. Audit commented that the reconciliation

had beea completed, but report on any action taken apainst the persons who
failed to carry out reconciliation, as directed by PAC, had not been furnished.

2480. Thc Vice-Chairman enquir&d as to what action was taken aguinst the
persons concerned ? The departmental representative replied, that no action
had been taken.

2481. After discussion, the Committee directed that action should be taken
by ‘the Ministry against those who defaylted in the case. The paragraph was,
thuefo:e deferred.: . '

. 2482, Grant No. 91—Function Head * 250-—Narcotics Control” (Page
107-.4A) (Para 483, page 174-PAC Report 1979-80).—The Commitice had
previously directed that a senior officer in the Ministry should take interest in
financial matters. There should be frequent and regular internal checks and the
quaterly reconciliation with Audit should be regular. The Ministry stated in
their reply that the “reconciliation was now being conducted on monthly basis.
Thereupon, Audit stated that reconciliation was now being conducted monthly,
but stated that nothing had beea said on PAC's directive regarding internal
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- 2483, In view of the position .mued above and uﬂcr discuession, the Com-
‘mittee directed that a report regarding lmemal Checks should be furmvhed to
Audit by the Ministry expeditiously.

2484. Expenditure incurred on works .in anticipation of technical |Sanction
(Para 74, page 41-AR)(Paras 485-486, page 175-PAC Report 1979-80).—
‘The Committee after consideration of dcpartmental reply dropped the above
paragraphs. -

2485. Grant No. 85—Functions Head * 228—Others " (Page 101-AA).—
(Para 475, page 172-PAC Report 1979-80).—The Commitice had ptbvnonsly
directed that the department should carry out the reconciliation for 1979-80
again, correct their figure and settie the difference with Audit. The Ministry
slmpiy stated in their reply that the cases were under examination.  Audit pointed
out in their comments that the cases related 10 defunct FSF and final reply. from.
the Mlmstry was still awa:ted

2486 In view of the posnwn memzoned above, the Committee directed that
the cases must be ﬁnahzed expeduwusiy The paragraph was, thgrefom
deferred.

2487. Irregularities detected in the accounts of the défunct FSF (Para 48,
‘pages 41-42-AR) (Paras 487-488, page 185-PAC Report 1979-80) —
The Ministry had previously been directed by the Committee to submit a revised
explanation in respect of cach case separately, covering all the points raised in
the Audit paragraphs :

2488. After examining the revised cxplanahon of the ansary, Audit olfered
their comments as follows :—

() The Court had decided the case but the losses of Rs. 62,106 and
Rs. 69,484 at Tarbela Camps had not been written off.

(if) The loss of Rs. 51 ,425 duc 1o defalcation could not be. ovcrlooked
on the grounds that the record could not be connected for whx:h
" FSF and successors were responsible .

(iii) For the loss of over seven years, the case had been ga!liermg dust

2489. After discussion on the above points, the Committee observed that
there had been no report by the FIA in this case for seven years. The Committee, '
therefore, directed that the Mmmry should go into the causes of defay and take
suitahle action thereon.
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2490 Wasteful expendaure of Rs. 199042 on printing FSF Brochure
{Para 48 (u), pages 42-43-AR1 (Paras 489491, page [76-PAC Report
1979-80) --The Committee was -satisfied with departmental reply and decided -
to drap the above paragraphs.

249%." Loss of Rs. 48,796 due to un-econonsical purchase of brass band and
loss of Rs. 163,000 on recruitment of band staff [Para 48 (iii), page 43-AR}
(Paras 492—496, pages 167-177-PAC Report 1979-80) .—Previously the Com-
mittees had directed that Audit should look into the record again and report back,
if necessary. Awudit are examining the detailed report furnished by the Ministry,
_ painted that in the concluding patagraph 18 of the report, responsibility had also
. been fixed on Mis. Ghulam Hussain Butt, Deputy Director and Bostan Khan,
ASJ. Ministry should have initiated action against the staff who were still in
active scrvice instead of soliciting further Audit Comments vide their letter. dated
23rd November, 1982. Audit further stated that the Ministry had not com-
. -mented upon' the disposal of the defective instruments.

. 2492, The Vtce-Chairman, observed that'a report had not been submitted
lo 1hc Audit by the Ministry and no further comments received from the depart-
- ~ A member of the Committec however remarked that it was Audit who
. were expected to look into the matter and report back to PAC, if necessary, but
~that Audit had not doge so0. :

‘2493, - After discussion, the Comminee finally directed that the department
.and Audit should go into this case iomlly and repori back to the Commitiée. The

- paragraph was deferred.

2494. Unnecessary purchase of vehicles (Para 48 (v), page 44-AR] (Paras

501504, pages 178-179—PAC Report 1979-30).—After examining the reply of

" the Mimstry and detailed Audit comments thereon the Committee. decided that
Audit should pursuc the matter.

2495 Non-recovay .of repatriation charges from Pakistan Destitutes abroad

' (Para 49, page 45-AR) (Paras 505509, pages 179-180-PAC Report

“1979-80).~No ‘material observation was made by the Commiltee. The depart-
“thental represeritative informed the Committee, that the case would be taken up
with the Foreign office. It was a very old case. No further observation was
‘made by the Committee. :

- 2496. Wasteful expenditure of Rs. 1,020,963 on purchase of Steel Tubulars
Charpoys and Kit Boxes (Para 50, page 45-AR) and (ii) Undue financial
* favour io a Woollen Mills resulting in a loss of Rs. 214,615 (Para 52, page

47-AR) . (Para 510, page 180-PAC Report 1979-80) —The Conumittee
deferred the cmmderm‘on of:the above poragraphs. :
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Grant No. 88——Mmutry'o! dnterior {Paras: 305-306, pages 94-95-PAC Report.
1977-78} (Paras 515-516, page 182-PAC Report 1979-80).—

Grant No, 90—Civil Armed Force (Paras 308—-3!1 pages 95-96-PAC chorl
1977-18) (Para 517, page 183-PAC Report 1979-80).— . )

2497..The Committee did not make any observation on the above para-
- AUDIT REPORT

2498. Un-adjusted Advances (Para 3, puge 188-AR).~—Audit had report-
cd that Rs. 9,498,822 were drawn by the Pakistan Narcotics Control Board as
advances for payment of Custom duty, wharfage, demurrage ctc., and for the
purchase of armis and ammunition etc., during 1974-75. The advances were
subject to adjustment but these were lying unadjusted till Jaauary, 1983. The '
matier was brought to the notice of the Board and the Administrative thstry in

‘August, 1978. Need for immediatc seitlement of these advancu was indicated.

2499. The Committee was informed by the Ministry that the adjustment was

 pending only for setlerent of Rs. 87,240 with the Economic Affairs Division Who

were being reminded regularly.

2500. After discussion the Conunittee directed that the mdner should be
setsled within one month. The paragraph was, therefore, deferred,

2501, Irregulariiies noted in the Accounts of the FIA (H.Q.) during *
1969—1978 (Para 4, pages 188-189-AR) ~—Following irregularities  were
pointed out :—,

() Absence of accounts of stores worth Rs. 183,576.

(i) Non-recovery of Rs. 78,768 on account of excess calls from residen- |
tial telephones. :

2502. It was explained by the Ministry in their reply that : (i) the entries of

- items purchased, had been traced out in the Stock Register. The case of verifica-

tion of entries and sctlement of Draft Para had been up with the AGPR,

Islamabad by the Director General, FIA. As far as (ii) was concemned, . the -

Ministry stated that alt the officers, against whom arrears on account of excess
residential telephones werc _pending, had been directed to deposit the amounts

-without further delay. In view of the above position the Committee directed that

Audit should pursue the matter.

2503. Recaveries not effected Rs. 2,519 (Para 19, page 221-AR)—-
The Committee after gung through the departmental reply and Audit Comment.r,
directed Audit 1o watch the recovery of balance amount,
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-~ 2504. Outstanding Audit und :Inspection Reporis [Para 1—sSr. No. 8 (i) io
(#v), pages 280-281-AR].—The Committee directed the departmental representa-
tive to furnish report to| Audit relating 1o Sr. No. 8 (i) and (i) within one month
Sr. No. 8 (iii) and (iv) were treated as settled by the Committee.

-2505. -Points not. discussed 1o be ireated as seitled —The Committee did
not make any observaticn on other points and paragraph: (i) in the Appropria-
tion Accounts or the Audit Report thereon ; and (ii) in the compliance Statement
on the PAC's Report for 1979-80. Thezse would b: deemed as settled subject to
such rcgulansanon action ns might be nece';sary under the Rules.

| M. A. HAQ,
o Secretary.
Islarnabad, ﬂ_le 30tk April, 1986. ’
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NATIONAL ASSEMBLY SECRETARIAT
. Thursday, the 281 August, 1986

Fwellth Sitting (PAC)

*779. The Public Accounts Committce asscmbled at 09.00 a.m. in the
Paiament  Building, Islamabad to continue -the examination of the Federal
Accounts for 1982-83. The following were present :—

PAC: )
(1) Sardarzada Muhammad Ali Shah, M.N.A. .. .. Chairman.
(2) Sardar Aseff Ahmed Ali, M.N.A, .. . .. Member.
(3) Rai Arif Hussain, M.NLA. .. . .- .. Member.
(4) Ch. Muhammad Sarwar Khan, M.N.A. .. .. Member.
(5) Nawab Muhammad Yamin Khan, M.N.A. .. .. Member.
(6) Malik Said Khan Mahsud, M.N.A. .. . .. Member.

National Assembly Secretariat -
(1) Mr. M. A. Haq, Secretary.
' (2) Ch. Abdul Qadir, Joint Secretary.
(3} Mr. Muhammad Aslam, Deputy Secretary.
(4) Mr. Gulzar Ahmed, Officer on Special Duty.
Audit ; - o ‘
(1) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan.
(2) Mrs. Suraiya Hafeez, Deputy Auditor-General (CA).
(3) Syed Iftikhar Shabbir, Deputy Auditor-General (Co-ord).
(4) Mr. A. A. Zaidi, Deputy Auditor-General (A&R).
(5) Sh. Muhammad Sadiq, Accountant General Pahstan Revenue.
(6) Mr. M. S. Amjad, Director General (PEC).
(7) Mr. Itikhar Ali Khan Raja, Director General (A&A Work).
j’» (8) Mr. Ahmad Nawab Qureshi, Director General, Commercial Audlt
~-Ministry of Finance .
~—_Mr. Mubammad Sher Khan, Joint Secretary.
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837. The Committec then 100k up for examination, the Appropriation

Accouats etc., pertaining to the Ministry of Interior. The following departmental
_rcpresentatives were present :— : ,

(1) Mr. S. K. Mahmood, Secretary.
2) Mr. A. R. Siddiqui, Joint Secretary.
(3) Mr. S, Faiz Abmed Zaidi, Deputy Secretary.
{4) Mr. Azkhar Ahmed, Section Officer. |
(5) Mr. A. H. Siddiqui, Section Officer.
© (6) - Mr. Amirul Hasan Alvi, AAO._
838, This Ministry controlled the following grants :—

S No. . Name of Grant : o Grant No.
I, Ministey of Interior .. PO <
3 stamabad .. . . o .. 4
3. PassportOrsani,sat_‘ion B, .88
4 Civil Armed Foross .. .. . L te
5. Regtstrmqn Organisation L LW
6. CivikDefenco. =~ .. .- .o o einoamn e 88
7.  Federal Inyestigation Agency e et e 89

8. . - Other, Expenditure of Ministry of Interior (excoptmn CDA
Portion) .. . . %0
9. Devolopmont E;penduture of Mumtry of lntenor .. 155

e i

839 Recom:dhuon o! Accounts with Audit. —-Thc Commmee observcd
that reconciliation of figures was not carried out regularly. Tn certain ~cases
reconciliation of Accounts for the. year 1985-86 had: not. yet been startec
another_case. it was, moomplele The Committee dnrected that the r;conqhamn

" work must be. completed; axpédntwusly and: p-dttcd without furlb/dr delay.

.’./. -
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Amomnou Aocovm*s '
" 840, Grant No. 83-—-Mmmry of Intérior (Page ‘511-AA) —According to -

-Appropriation Accouats the grant closed with-a saving of Rs. 2,212,580 which was.

10 per cent of the final grant.  Audit observed. that in view of this saving
supplementary grant.of Rs. 2,574,000 prove to be unnecessary. The Depart=- -
ment, ;however, contested the figures .of -actual cxpenditure :a3 shown by Audit, - -
The Committee directed that figures of actual expendmu'e should be verified and

reconciled thh Audit.

841: ‘Grant No. 90-—Gtka‘ExpundimfeofMitwb-yaflnta-ior (Page 514- «
- AA) ~There was a net excess of Rs. 6,912,365 under this grant, which - was

‘5-per-cent-of the final grant. In-this ‘case agsin the Department pointed out dis-

‘crepancies in the expenditure figures. Audit observed that no explanation in -

respect of Approprigtion Accounts for Narcotics Control had been furnished
by the Department. The Committec was briefed about the activities of PNC
Board, Peshawar. The Committee did mot make any observation.

* B42. Grant No. 155—Development Expenditure o,f Ministry of Interior.

‘(Page 518-AA4).—The Grant closed with a saving of Rs. 35,511,411, which
'was substantial and worked out to about 70 per cent of the final grant. The

" Department ‘explained that funds in certain cases were either not icleased or -
“released ‘on 20th June, and could not be expended as only 10 days were left in
“the ‘close of financial year. The Chairman PAC observed that ther was a saving of

Rs. 21,630,872 under S00-Commodities and Service these funds should bave

xnot been budgeted at all. The Department explained, this represent foreign
exchange allocation and the expenditure was incurred by United Nations directly -

but was.not booked. The departmental repretsentatives thercafter admitted that

accounts in_his Department were wot properly maintaiped. :A Deputy Secretary
hadbeenpmonthejobandthcpmwdmeshadnqw been ‘streamlined. and -

: xahonahsed. 'I'heCommtteeaoceptedtheexphmanon

843, Grane No, 84—Iskamabad (Page 522-AA).—Tho grant cloded wilh

'anmalavmgofks 2,689. TheComnuueedldnotmake anyobservauon,

844, Gramt No, 85—-Pa.qspon Organisation (Page 534-AA).~-According
to Appropriation Accounts this Grant closed with a net excess of Rs. 611,516,

- The Departmental-figures; however, dcpictedthattherewas only a fiominal excess

L. OE Re.9.516. Andit did not -account for Suppiementary Grant of Rs. 602,000
+ - s=actioged by the Finance. Awudit was, however, of the vicw that the said supple-
' V‘M;mdﬂm;ppearmthenmkof&pplemm grants, as such could |

’_mhwebmmrhed. 'I'lnCammiueedidnotmake any }
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845. Grant No. 86—Civil. Armed Forces (Page: 536-AA).—There was a
net excess expenditure of Rs; 60,854,617 over and above the Final Grant of
’Rs. 854,284,000. While cxplaning this excess, the Department informed the Com-
- mittee that excess was mainly on Pay of Officers, Pay of Staff and .Allowances,
which was inevitable, and could not"be avoided. Supplementary Grant was not

- allowed and there swas Economy Cut of Rs. 56 million. The Committee held the
-explanation s satisfactory aod recommended that the excess be regularised,

846. Grant No. 87— Registration Organisativn  (Page 542-4AA).—The

Grant closed with a net excess of Rs. 1,952,120 which was 4 per cent of F'ma]_

_G_rgni. The -¢cxcess was attributed, by the Department, to the enhancement of

- allowances with.cffect from Ist July, 1982 and reported that supplementary grant

asked for this inevitable expenditure was dis-allowed. Audit was, however, of the

 view thata re-appropriation. of Rs. 448,117 from sub-head 020—Reg Allowances

'Wwas made. Had this re-appropriation been restricted to the money available for

rc-appropriation, the excess would have besn avoided. The Committee directed
the Ministry to be more careful in futyre, - '

847. Grant No, 88—Civil Defence (Page 544-AA) —This Grant cloged

" with a net saving of Rs. 628.818, which was 6 per cent of the final grant. The

Department explained that the saving was due to non-receipt of debits from P.AF.,

" and certain pasts remained vacant which could not be filled in Audit, however, held

_that the saving came to the notice of Departinent well in time and could have been

‘surrendered.  The Department was required to be vigilant in Financial matters.
.. The Committee did not make any further observation. ‘

. 848. Grant No. 89—Federal Investigation Agency (Page 550-AA).—This
Grant closed with a net excess of Rs, 2,440,273 which wotked out to 7 per cent
-of the Final Grant. * The Department while explaining this excess intimated 1o the
'PALC that a supplementary grant of Rs. 1,710,000 was sanctioned by the Finance
* . and‘¢ould not-be printed in the Book of Supplementary Grants. Similarly pay-
ment of equipment under “ Durable Goods ” for F.X.A. was made in the hope
that Finance Division will allow Supplementary Grant applied for-the- purpose,
~ but it was not sanctioned in this case and in other cases of excess. The Commlttae :
observed that the Department should timit its expenditure to the amount of Grant.
849. Administrator, Islaniabad Territory Accounts 1979.80 (Para- 15, page
© 89-AR).—According to Audit Report, the collection of Duties and Taxes i the
Federal Territory of Isiamabad should normally be credited to the Federat Govern-
ment... It was, however, noticed that WAPDA Cess Electricity: Duty and Stamp
Dty were. being credited to the Punjab Government without authority, which was
~ required to be justified. : ) I
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850 “fhe. Depaitment explamed that WAPDA Ceslelecmcuy Duty -was

 being credited to Federal Government after 1983. As for collections prior to

1983 were concerned, Pun;abr Govermncnt was appmached to refund such collec- -
tions, but the did not agree. Ministry of *Finance observed that if the amount -
was not refunded, they could deduct it from releases to the Punjab Government,
Audit observed the Department should. supply the total amount recoverable on this
Account from Punjab Governmcnt

" 851. The Committee d:rectnd that the amount should be adjusted through the
Govemment adjuster and dropped the paragraph subject to recovery by Federal
Government and verification by Audit; ‘

 852. Non-surrender of Un-uulézed/Unspent baiance {Para 16 (3), pages
89-90-AR] —Audit pointed out that Deputy Commissioner Islamabad was pro-
vided an amount of Rs. 136, 296 for various projects of Union Councils for
1981:82. An unspent balance of Rs. 20,296 was not surrendered on 30th JFune,
1982, Similarly an unspent balance of Rs. 67,825 wag not surrendered earlier
on 30t June, 1981.; The funds were lapsable, and as such were required to be
refunded, which were irregularly held. The irregularity - was required to be .
regularised. The Department explamed that the funds had since been utilized in
subsequent years.

853. The Committee observed that the Depamnent should be = careful in
future- and tlwparagraph was dropped.

) 854 Non-r'tcovery of Rs. 264,503 on account. of M:s-use of Governmerit
Vehicles [Para 16 (4), pages 89-90-AR} —Audxt pom.ted out in their report that
Government Vehicles provided to Pakistan Narcotics Control Board were misused
by Secretary Interior in contravention of Staff Car Rules, 1980 and standing orders
on the subject. These vehicles were used in addition to staff car provided to him.
The Department admitted that the vehicles had been used for private purposes:
which was not admissible under * the rules. The Secretary who oommmed the
irregularly had since retired.

855. The Committee directed -that this practice should not be repeated in

future, and settled the paragraph.

856. Irregular  Expenditure of Rs. 200,000 (Para 17, page 91-AR).—

According to Audit, an amount of Rs, 200,000 was drawn as Advance in
rFebmary 1980 by Civil Defence Organisatiou for participation in Pakistan Day

An eqnnp:ture of Rs. 41,200 was incurred on preparation of Float by
vistion Industrics, an amount of Rs. 33,620 spent on purchase of

W nd uﬁum ‘BtRs 124,482 was stated to had been spent on

L

purchase of me: Wencous Expenditure. Aundit held that number
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of . meguianncs were. mmu:d. No contcact was executed for preparation of

Flpax +The Uniform were .provided free 1o the. participations, who- took it awRy .

" with them.  The financial rules were not observed while. incurring miscellaneous
' expenditure. It was also intimated that.the amount of ~Rs. 200,000 drawn. as
, 'J'V-Advancc was deposited into -a. Commercial Bank which. was also. irregular.

, ~857. The Départment intimated the PAC that the money was deposited: into
the Commercial Bank for day to day use and contract of Float was also awarded
after fair competition. The Uniforms were provided free of cost. under orders of

Head of State. - Strict instructions.bad, however, been issued. to. all concerned. to.

observe financial rules. The Committee directed that the Department.should be
careful in future. The paragraph was settled.

858 Points not discussed to be treated as settled. ~—The Committee. did. not

make any observation on. the. gther points|paras in the Appropriation Accouats.and
Audit Report thereon, ‘These ‘would be deemed as settled, subject to such regalari..

sation actions and verification by Audit.as may be necessary under the. rules.

~.859. 'lthomm:tteethenadjoumedtomeetapmat‘)OOam.onSmday.
the31£t Augnst, 1986

-M. A, HAQ,

Islamabad, the 1TtH February, 1987. :
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NATIONAL ASSEMBLY SECRETARIAT
Wedriésday, the 22nd 1y, 1987

Nineteenth Sitting (PAC)

*1143. The Public Accounts Committee assemblcd at 09 00 am. in the
Padiamen: House. !<lamabad to continve the examination cf tke Federsl
Accounts for 1982.84 nad 1984-85, The following were presens —_

P.AC:
(1) Sardarzada Muhammad Ali Shah M.N: A .. .. Chairman.
(2) Sardar Aseff Ahmod Ali, MN.A. -~ .. " . .. Member.
(3) Rai Arif Hussuin, M.NL.A. . .. ) T Member.
(4) Ch. Muhammad Sarwar Khan, MN.A. .. .. Member.
(5} Mr. Miangul Aurangzeb, -M.N.A. oo -« Member.
(6) Shahzada Jam Mubammad Yusuf, MN:A. .. .. Meniber.

National Assembly Secretariat :
(1) Mr. K.M. Chima, Secretary. _
(2) Ch. Abdul Qadir, Additional Secrotary.
(3) Mr. MuhammadAslam, Deputy Secretary.
{4) ME: Gulzar Ahmed, Officer on Special Duty.
Audit ; -
(I) Mr. Riyaz H. Bokhari, Auditor-General of Pakistan,
. (2) Mrs. Suraiya Hafeez, Deputy Auditor General (CA).
(3) Mr. A.A. Zaidi, Deputy Auditor General (A&R).
(4) Sh. Muh:-_unmad Sadiq, Accountant Genefal P(akista'ﬁ_ Revcnﬁes.- |
(5) Mr. Abmad Nawab Qureshi, Director General (CA).
(6) Mr. irfan Human Director General (A&A Works)

Mmtstry of Finance and Planning Division :
(l) Mr. Manzur Hussain, Joint Secretary (Budget). - .
(2) Mian Abdul Haknn, Dirzctor (Project Wing) Pianmng Dms]on
(3) @4: Sajid Hussain, Deputy Solicitor, Justice Division.

y melﬂr? & 1149 to 1185 pertain 0 other Mlmstns/Dwmoﬂs' — ——
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" MINISTRY OF INTERIOR

1186. The Committee then took up for exammanon the Appropriation
Aocounts etc., pertammg to the Ministry of Interior. The following departmental

‘ reprmtauves were present :—-

- (1) M# S. K: Mahmood, Secretary..
(2) Mr. Muhammad Igbal, Joint Secretary.
‘(3) Mr. M. Hussain Chaudhry, Deputy Secretary.
(4 Mr. A H.‘Slddxqmu, Section Officer (F&A).
" (5) Mr. Amirul Hasan Alvi, A.A.O.
(6) Mr. Bashir Ahmad Khan, D.G. (Registration),
() Mr. Omar Khan Afridi, Administrawdr (iCT).

- (8) Mr. Riaz Ahmed, Deputy Dircctor (Civil Defence).

(9) Mr. Dilshad Najmuddin, Chairman (PNCB).
,(10) Col. Sadiq Ali, DIG, F. C. (Baluchistan).

(1 L) ‘Col. Muhammad Akbar, DDG (Punjab Rangers).

(12) Brig. Syed Tafsir-ul-Islam, DIG, (FC) NWFP.
{13) Syod Wunq Shah, Director (I and P).

1187. This Mlmstry wntroilod tho following grants 2.

: S. No... o Name -of Grant - Grant No.
1 4 T2 3
1. Ministry of Tntérior .. 83
2, - Islamabad - A . 84
3. Pawport Organisation .. 85
4. Civil Al:metl Fomes .. 86
5. Registration orgamsatlon | 87

6. Civil Defercn .. o e w8
1. Federal Invemga.tmnAm .. . 89

R Other Bxpendntm of Ministry of Interior B
9. Dwelopmcat B.xpendnm ot‘ Mnmstry of intenor., 153

. . -
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1 2 3
1984-85
1. Minisiry of Interior .. L 86
2 Istamabad .. . L e L .. o 87
.. 3. . Passport Organisition .. .: . .. .. 88
4. Civil Acmed Forees .. PSP we T Lo 89
s, Registration Organization .. .. R 9%
6. Civil Defence .. . Y T
7.  Federal Investigation Agency .. e . 92
8 _ Other’ Expenditure of Mmlstry of Intenor o o 93
9. »'-D‘.velopment Expendltun. of Mm;str) r-f Intericr L 159‘ -

APPROPR!ATION ACCOUNTS 1983-84 -

“1188. Gram No. 83—Mm:strr of ‘Interior (Page 642-AA} ~The. grant closetl
‘with an excess of Rs. 648.365. The Department. explamed that the excess was due
to- payment of Eid salary in-advance. - The Committee recommended: the cxcefs
Hfor regularisation through Evoess Budget Statement.- . -

1189. Grant No. 84—Islamabad (Page 646-AA).—There was an excess of
-R&. 16,012,668, which was 239 of the Final Grant.  The Department. explained
‘that:a Supplementary Grant of Rs. 12,421 million aljowed by the Finance Depart-
:ment was not printed in the Book of Supplementary. The remaining excess was
-mainly due to payment of advance saldry.on Eid. The Committee recommmded
the-excess for regularisation through Excess Budget Statement.

1190. Grant No. 85—Passport Organisation (Page '6184;414) ——As per Ap-
.propriation Account there was an excess of Rs. 1,766,108 under this grant.: The
.Department explained that Supplementary Grant samtmncd by Flnanm Dwmqon.,
.was not included in the Supplementarv Schodule of authonscd expenditure. The
Comnuttoe recommended . the excess for rogulartsanon through Excess . Budgct

: Statement

, 1191 ‘Graiit ‘No. 86—-—Cwil Armed Forces (Page GSO-AA).—'Ihe grant dosed
thh ‘an excess of Rs: 50,743,206. The main exows of R&. 44,361,413 was under
Objoct 012, Other Staff. The Départment. explamed that the excess was duc
o revision of Pay Scales and payment of advance sala.ry on Eid. The Commnm:e
‘recommended the excess for regulamauon throu,gﬁ Exccss Bndget *Statcmw
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1192. Grant No. 87—Registration Organisation (Page 688-AA4).—The grant
closed with an excess of Rs. 7,149,123, The Department explained that the excess
* was mainly due to payment of advance salary on Eid. Audit pointed out that
there was an excess of Rs, 1,646,995 under Object Commedities and Services.
The Departnient in their written reply stated that the excess was due to printing
charges of Registration Forms of Identity Cards to the Voters in Local Bodies
Election which were not budgeted. Audit on this cxpianation observed that the
expenditure not budgeted was an expenditure on new scrvice and could not be
passed through Excess Budget Statement. The Chairman, PAC observed that a
decision in the matter should be taken immediately, in consultation with Justice
Division. The examination of this grant was deferred by the Committee.

1193.  Grant-No. 88—Civil Defence (Page 630-4A).—An excess of Rs. 63 ,717
under this Grant which was 1% of the Final Grant was stated to be due to payment
of advance salary on Eid. The Committee recommendcd the excess for regularisa.
- tion through Excess Budget Statement.

 1194. Grant No. 89—Federal Investigation Agency (Page 694-AA)—The
grant closed with an oxcess of Rs. 2,033,687, which was due to advance payment
of salary .on Eid. The Committee recommended the excess for regularisation
through Excess Budget Statement.® As for delay presently being observed in.car-
rying out inquiries by FIA, the Committee desired that systems should be corrected
and reformed to avo:d delays

1&95 Gtant No. 90—Other Expenduure of Ministry of Interior(Page T00-
A.ﬁr—This -grant:was jointly controlled by Ministry of Interior and Cabinst
" Divisigiv. The savingunder: Ministry of Interior was Rs. 5,462,083, which-was
259% of .Final Grant of Rs.-20,764,000. The Dopartment explained thatthe
saving was due to difforence in the figures of Expendxmre The Com:mttw
: dld ot make any observation.

1196 Gmnt No. 153—-Development E.\pendtture of Ministry of Intetlor
(Page To8-AA).—This grant closed with a-saving of Rs. 35,246,718, which was
50%, of the Fiiial Graint of Rs. 71,261,000, which-was mainly due to Development
 Scliremes -of Nartotics Control Board. The Department explained that Forsign
Exchange allocation was not available in Local Currency as such thefe was a
saving. .The Chairman, PAC wanted to know the activities and progress made
by Nmotxc"noard The. Depmxnont explained that the Board was doing pretty
well. A Five Ycar Plan had been prepared to eradicate Narcotic al-together.
I:he Commmea dlrocteti that the Ministry of Interior should present a paper to
PAC sefting out mmures to. control the uso of Narcotics in Pakistan, A copy
.ot' Five Years Plan may also be supplied.

- ‘A‘A‘—A e i e
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APPROPRIATION ACCOUNTS 1984-385

1197. Grant Ne. 86—Ministry of Interior (Page 650-4A4).—The grant closed
with an excess of Rs. 190,664 which was 1% of the’ Final Grant. The cxcess
was mainly ‘due to creation of additional posts for which there was no budget
provision. The Committee reccommended the excess for regularisation through
Excess Budget Statement.

1198. Grant No. 871—Islamabad (Page 652-AA).—There was an excess of
Rs. 4,809,854 under this grant. The Department explained that thé excess was
due to the fact that funds were not provided in accordance with the sanctioned -
strength. Moreover there were certain accounting errors. ' The Committee ob-
served that Finance should look into the fact as to how the funds were not allowed
in accordance with the sanction strength. The excess was recommended for re-
gularisation through Excess Budget Statement. ) '

1199. Grant No. 88 —Passport Organisation (Pages 680-AA).—There was
an excess of Rs. 33,161 under this grant which was less than 0.12%. The Com-
mittee recommended the excess for regularisation through Excess Budget Statement,

1200. Grant No. 89—Civil Armed Forces (Page- 682-AA) --Th:s grant closed
with an excess of Rs. 38,947.409. The Departmcnt explained with figures that
the Demand of Department for expenditure as Pay of the Stafl & Officers were
cut down and Final Grant was allowed much less that the actual expenditure. -
The Committee recommended the excess for regularisation through Excess Budget
Statement and directed that Department and Finance should look into it and sec
how the budget was not allowed in accordance with the sanctioned strength of
posts and report the factual position to the P ALC,

1201. Grant No. 90-—Regmranon Organisation (Page 688-AA).~~There was
an excess of Rs. 2,443,910 under this grant. . The Department explained that main
excess expcndlture was due to the fact that large quantity of prmtmg work was
done due to elections. The Supplementary Grant was not allowed. The Com-
mittec recommended the excess for regularisation through Excess Budget State-
ment. - ' T ' - :

1202. Grarit No. 91—Civil Defence {Page 692-AA).—There was an excess
of Rs. 161,682 under this grant. The Department regretted that this excess was
due to compilation of incorrect figures by its lower formation. The Committee
recommended the excess for regularisation through Excess Budget Statement.

1203.  Grant No. 92—Federal Investigation Age:_rcy',(Page 698-AA).—Tﬁc
Grant. closed with an excess of Rs. 3,305,740. The Department expiained that
economy cut was imposed by Finance. The Budget was not sanctioned according
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to the ‘sanctioned strcngth of staff. The Committee desired that Finance and

Dcpartment should see how the budget was not aliowed when posts were sanctioned.

Tﬁe excess was recommended for rcgu[ansauon .

s

1204 Grtml Na 93—0ther E\pendnurc of M.rn:srr)" of Interior ‘(Paée :

702-AA) —This grant was ;jointly controlled by Mlmstry of Interior and Cabinet
Division. As for grant of Ministry of Interior there was a saving of Rs. 1,874.914,
which was stated te be due to non—accountal ofa smrender order. The Com-
mittee accepted the exp!anat;on ‘

' 1205 Grant No. 159—-Development Expentliture af Mmrstry of Interior
(Page 705-AA)—This grant closed with a saving of Rs. 9,966,616. It was ex-
plained that the main saviig was due to the fact that Forcign Exchange did not
come and expenduure in local currency could not be incurred. The releases: were
also not made in full and the amounts already released could not be utuhsed
'I‘he Comrmttee dxd not make any observation.

AUDIT REPORT—-]983-

1206. Non-recovery cy" repatrfarion charges Rs. 865 573 (Para page
J08-4R) -—-Aooordmg to Audit Report, dn expenditure of Rs. 865,573 was mcurred
in27 Paklstan ‘Missions. Abroad on repatriation ‘of destitute Pakistanis during the
period 197510 1983 ‘An amount of Rs. 169,955 could only be recovered. Audit
" further informed the Committec that the balance had increased to Rs. 9,878,795.

The Dgpartmeat informed. the: Committee that all éfforts. were bemg made o

recover the amount - The “eriforcemént Agencies were being pressed to, reccwer
the outsianding amount. -The Committee after a detailed discussion over ‘the
procedure of recoveries observed that it was largely due to the fact that no coordl-
nated liaison . cexisted between the Ministry of Interior and Ministry of Foreign
‘Affairs.  The Ministry of Interior was only- informed-of the recovery due, when
a Draft Para on the: SubjeCt was issued by Audit. Interior Ministry had no con-
) trql .over th:s expendumre as it was incurréd by the Missions under Ministry of

Foreign’ Affairs. . Officers. and Staff entrusted with * Consular Work in Pakistan
Embassies Abroad™ were not comtrofled by Ministry of Interior. 1t was further
desired that issuance of Passports and Visas was a sensitive matter wh:ch was ore
- of-a secunty makter than a d:plomatlc affair.

1207 Thc PAC therefotc, recommendcd that the staff of Ministry of Tnterior
should supervise this work in' the missions abroad so that they could be held res-
pons:ble and aocountab!e in the event of any lapse/aberration in prooedure and
-policy:  Presently there -appear to be.no clear cut delineation of responsibilities
among. tbesc two Ministries. The Committee also directed «that some proaedure
should be_devised to expcd:te old outstandmg recaveries.

. D—
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1208. Uﬁ:—aﬁrhon‘sed fustattation of International Lines and  Excess  Expen-
diture of Rs. 43.937 (Para 5, page }11-4R).—Audit pointed out that in Narcotics
Control Board. 3 international direct dialling telephoncs have been installed without
approval of the Cabinet Division and aiso that an un-authoriscd cxpenditure of -

Rs. 45.937 was incurred on tclephone calls. The Department explained that the

"matter had since beea regulorised.  The paragraph was settled.

1209. Irregular Expenditure of Rs. 40,822 on.P.O.L (Para 6. page 111-AR).—
Audit pointed out that in Narcotics Control Board, staff car of the Chairman
{B-21) was treated as operational vehicle and irregular expenditure of Rs. 40,822
was incurred on its P.O.L. from 1980 to 1983. The Department explained that the
expenditure was covered under the special rules approved by the Finance for this
Department. The Committee settled the paragraph.

1210. Non-production of Purchase Documents of Rs. 3.7 Million (Para 2,
page 113-AR).—Audit pointed out that in 1981—84, Commandant South Waziris-
tan Scouts spent Rs. 3.7 million as difference of half mounting articles. The
purchase documents were not produced oa the grounds that funds were exempted

 frofn Government Audit. The Department in their reply explained that the fund

was maintained outside the Public Fund and was exempt from Audit under the
Government Orders and suggested that a Committee may be formed to consider
this aspect of casc, so that the matter was solved once for all.

1211. The Committee directed that Finance Department and Audit should
sit together 1o sort out the matter and submit a report.

1212.  Points not discussed to be treated as settled—The Committee did not
make any observation on the other points paragraphs in the Appropriation Ac-
counts and Audit Report thercon. These would be deemed as setled, subject
to such regularisation action as may be nccessary under the rules. o

1213. The Committee then adjourned to meet apain at 09.00 a.m. on
26th July, 1987.
K. M. CHIMA,

Secretary.

Islamabad, -the 6th January, 1988.
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NATIONAL ASSEMBLY SECRETARIAT -
Monday, the 27th July, 1987 . ‘
Twenty-first Sitting (PAC)

*1267. The Public Accounts Commntec assecmbled at 09 00 a.m. in the
Parliament House, Islamabad to continue the cxamination of ;he Federal Accounts

for 1983-84 & 1984-85. The following were present :—
P.AC: " ‘

(1) Sardarzada Muhammad Ali Shah, M.N.A,

{2) Malik Said Khan Mahsud Mmlster of State for Water.
and Power .

(3) Sardar Aseff Ahmed Ali, M.N.A. ..
(4) Rai Arif Hussain, M.N.A. TR
(5) Ch. Mubammad Sarwar Khan, M.N.A. = .0 - .-
(6) Mr. Shahabuddin Shah Hussainy, M.NLA. .. ..
(7) Mr. Miangul Aurangzeb M N A :

(8) Shahzada Jam Muhammad Yusuf M N. A

National Assembly Secretarmt

(1) Mr, K. M. Chima, Secretary

(2) Ch. Abdul Qadir; Additional Secretary

.(3).Mr. Muhammad Aslam, Deputy Secretary.

- {4)-Mr. Gulzar Ahmed, Officer on Special Duty

Audf!

'(l) Mr. Riyaz-H. Bokhan, Audlt.or Gcnera.l -of. Pa.klstan.
(2) Mrs. Surmya Hafeez, Deputy Auditor General (CA).
(3) Mr. A A, Zaidi, Deputy Auditor General (A&R).

,,,,,,
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Chdirman.

Member

: M ember.
".. Member,

Meinber.

-Member.

{4) Sh. Muhammad Sadiq, Accountant General Pakistan Reyenuts

A5) Mr. Ahmed Nawab Qureshi, Director General (CA).
(6) Mr. Irfan Hussain, Director General (A&A. Works). .
(7) Mr. M. Saleem Siddiqui, Director Genera.l Defence Audxt

Mrmst.ry of Finance and Plamning Division : :
(1) Mr. Manzur ‘Hussain, Joint Secretary (Budget).

(2) Dr. M.A. Aghai, Director General (Project Wing), Planmng Dmszon

.

*Pamgraphs upto 1266 and 1268 1o 1293 pertain to other Ministries/Divisions.
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1294. The Committec then took up for ckaxilinatisn, the Appropriation

FIS]:!QI’IOS‘ . e s .o

Accounts etc., pertaining to the Ministry of Food and Agriculture. The follow-
ing departmental representatives were present :—
(1) Mr. Muhammad Siddique, Secretary.
" () Mr. Abdur Rauf, Additional Secretary.
() Dr. M. Anwar Khan, Joint Secretary (L).
4 Mc. M. Mahmud, Joint Secrotary (A).
' (5) Mr. M. Tarig Janjua, Joint Secretary (F).
(6) Mr. Aboodiillah Jan, Inspector General (Food).
. (T) Mr. Mohammad Sharif, Crops Commissioner.
(8) Mr. G. Yazdani Khan, MD (RCP).
@) Mr. Shaf Niaz, Chairman (APC).
*{10) -Brig. (Retd) K Nasim Iqbal, GM (FDFI).
" (i) Mr. Mohammad Farooq Ahmad, Director (ZSD).
" (12) Maj. General Mohammad Akram, MD (PASSCO).
(13) Dr. Abdul Kafi, Adviser and Director (PP). |
1295, This Ministry controlled the following grants :—
S.No. - Name of Grant ~ Grant No.
1 2 3
& | 198384
1.  Food and Agriculture Division .. st
2. Forests .. .. .- )
3. Plant- Protection Measures .. . .. .. 53
" 4 Other Agricultural Services .. - .. . .- 54
5. Subsidy on Wheat .. R " .55
6 Zoologlcal Survey Department ' 56
7. Livestock Division. 57
8. 58

o D—
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9.  Other Expenditure of Food and Agriculture Division .. 39
10.  Capital Outlay on Purchase of Food .. ‘ .. .. 127
1. Capitat Outlay on Purchase of Fertilizer .. .- 128

12, - Capital Outlay on other purchase by Food and Agnculturc A
Division . - . — .. .. 128.A

13.  Development Expenditure of Food and Agriculturé Division. 146

14, Development Expenditure of Livestock Divisioni .. R Y A
15. Capital Outlay on Food Storage and other works.. .. 178
| 1984-85

1. Foodand Agncukuro Dnv:slon R S e 52

2. Forests .. - .. BT e 54

3. ‘Plant Protection Measures .... . .. ' .. ..

4.  Othor Agricultural Services .. .. ... .. .5

S. Subsidy on Wheat. .. . .. - . ., . T e 57

6. -Zoological Survey. Depanmem e - SR

7.  Livestock Dmsmn e et e e -

8. Fisheries .. - -..- - - R AT ' I

9. Other Expenditure of Food and Agnculturo Dmsnon : ' 61
10, - Caplta.l()utlayonl'urchaseofFood i T e . <129
"11.  Capital Outlay on Purchase of Feitilizer SO 130
12, Capital Qutlay on other Purchases by Food and Agnculture -, .

Division .. 130-A

- 13, DevelopmmExpendxtumofFoodnndAgncultnreDwmon.. 150
14.  Development Expenditure of Livestock Division . .. 152

15. . -“Capital Outlay on Food Storage and other quks e 1183

APPROPRIATION ACCOUNTS 1983-84

1296. Grant No. 51—Foodand Agriculture Division (Page 412-AA).—Under
~ tho portion of grant for Food and Agriculturc Division, the saving of Rs. 41 ,329
was nominal. The Comnnttoe did not make any observatwn. . ,
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1297, Grant No. 52—Forests (Page 418-AA).~—The grant clesed with an”
oxcess of Rs, 444,973, which was stated to be due to payment of advance salery on
Eid. Tho Committee recommended the excess for regularisation thirough Excess
Budget Statement.

1298. Grant No. 53—Plant Protection Measures (Page 426-AA).—This
Grant closed with an excess of Rs. 27,837,929, Whilc explaining the excess. the
Dopartment reported that the Budgel was not allowed eccerding Lo reguirement.
A Supplementa.ry Grant of Rs. 27 million was asked which was not allowed by
Finance. Indent for pesticides had already been placed and there was no alterna-
tive, but to incur this expenditure. The Finance also aid not inform that Demand
had been rejected. Finance, based the budget on previous vear, rcv1<ed condi-
tions ‘were not taken into :Account. »

1299. The Chairman, PAC wanted to know if all this excess expenditure
was -in. Foreign Exchange. The Department informed that it was in Foreign
Exchange and targets of spray had to be met. Audit pointed out that while
placing indents, the fundy were certified to be availablc, when these were not
actually available. A member at this point enquired whether PAC could withold
recommendations of this excess ?- Audit informed that according to the procedure
as laid-down, it must go through Excess Budget Statement .

1300. The Committee directed that a Committee comprising of a Member
of PAC. Additional Secretary Finance and a representative of Audit will hold -
an inquiry in case of expenditure when Budget was speclﬁml Iy refused and submit
a report to PAC within one month L e

1301. Grant No. 54—Other Agncultural Serwces (Page 430-AA).——In the
portion of Grant representmg food and Agnculture Divisionr there Was_an excess
of Rs. 837,296. The exc&cs was attributed to payment of advance sa[a.ry on Eid and
revision of Pay Scales. “The Committee recommended the excess for’ regu!ansa-
tion through Excess’ Budget Statemcnt

1302 Grant No. 55——-Subs:dy on Wheat (Page 436-AA) —The grant closed
with a saving of Rs. 150,000,000, which ‘was equal to the grant. The Departmem
reported that claims of subsidy were not rezcelved from Provincial Governuments,
as such an-amount of-Rs. 53 million was surrendered. . The claims of 97 million
were suebmitted to Fmanoe in the last week of June, 1984, but the funds were not
released by Finance. ’I’he Comm1ttee aecepted the explanation.

1303. Gram‘ No 56—Zoalog.zcal Survey Department (Page 438 -AA).—The
grant closed with an’ excess of Rs. 203,245 and was due to payment of advance
salary on Eid. The Cominittée reéommended the excess for regularisation through
Excess Budget Statement.
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1304 Grant No. 57—vaesmck Dmsmn (Page 442-AA).~There was an
oxcess of Rs. 193,983 under this grant which was 8% of the Final Grant and was
attributed to the advance salary on Eid. A member of the PAC observed lhat

_ “Livestock” was a provincial subject how it has appeared the Federal Accounts.

The Department informed that National Commission on Agriculture was already
preparing a report on this’ subject. The member wanted a clarification, if a subject
which was a provincial subject could be taken on Federal list. The representative

- of the Department held that Federal Ministry’s job was mainly to keep a liaison

between international agencies and Provincial Governments. It was :mportant,
as the Industry in the country was also dependant on Agriculture. Thc Chalrman
PAC observed that a study at national levo! was essential, :

 1305. The Committes directed that a study at national level on increase of
productlon of “hvestock“ should be carried-out.

1306, Grant Np. 59—Fxshenes {Page- 446-AA) —-The grant closed thh a
saving of Rs. 314,019, which was 8 7 of the Final Grant. The Department explai-
ned that this was due to vacant posts, which could not be filed during the year.
The Committee dnd not make any observatlon

1307. Gram No. 59—Other Expendzture of Food and Agncuhure .Division
(Page 450-AA).—There was an excess of Rs. 5,714,341 under this grant, which was
stated to be due to belated adjustments of Rs. 5.4 miilion for the year 1979-80.
The Committee recommended the excess for regularisation through Excess Budget
Statement. ‘

1308 Grant No. iZ‘I-——CapztaI Outlay on Purchase of Food (Page 452-AA) —
The grant closed with an excess of Rs. 345,289. The Depastment. informed the
Commlttee that excess occurred in Food Couasellor of Mission at Washmgton
and was due to increase in rate of Foreign Currency and Foreign, allowance. . The
Committee accepted the explanation and recommended the excess for regularisa-
tion. :

1309. Grant No. 128—Capital Outlay on Purchase of Fertfiizer (Page 454-
AA)—There was an excess of Rs. 905,474 under this grant, which was mainly
due to payment of liabilities of prevnous ‘year on account of Transportatxon Cha.rgcs E
The Committee recommended the excess for regularlsatlon *

1310. Grant No. 128=A Capital outlay on other purchase by Food and - Agri-
culture Dtvmou (Page 460-AA).—~There was a saving of Rs. 16,053,888 under this -
grant.- The Department. reported that the amount was m-ant for import of
'[raétors_  against two Japanese Grants. The Japaness d::ided -aat it ‘must be
atilised towards purchase of Tractors in Japan. A.D.B. declined io utilisethis grant,
and it was placed at the disposal of this Department FDF1 was the only agency to -
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lmpoﬂ these Tractors and implemcnts fron-Japan. Due 10 certain delay, the im-
port could muure in April and expenditure incurred upto June, 1984. The balance
coulcf ot be gmlued or surrendered due to emission which was regretted. The
recoverics on this Aceount were, however, accounted for in next year. A m.ember
-wanted t0 know somethmg about the instruments imported from this grant and -
were still lying un-dlsposcd. "The Depdrtment informed that they. were Iooking into
this ntatter and remedial measures were also being taken to avoid such recurrence.

1311, Audit pointed out that an additional expenditusc of Rs. 2,150,738
‘was also incurred in this account with out any . allocation. There were total
receipts of Rs. 28 million against expenditure of Rs. 154 million. The remainjng
amount was unaccounted for. The Committee was informed that there was wrong
booking by A.G. -Actually the recovery was 85 million. The representative of
Finance wanted to know where the recovery was booked. The Chairman, PAC
waated to know as to when full recovery was expected. The Department informed
that- ﬁve “makes” -h@d ‘been sold and ‘only one “ma.ke” remained to be sold.

1312. The Commlttee after a dcta.lled discussion directed that the Depart-
ment must hold an inquiry in this case regardmg purchase of Japanese Tractors
and non-disposal of their implements, which remained stored. . It may aleo be
reported, if it was stipulated that the Japanese Loan was to be used for purchases
in Japan only. .. The Auditor General may inquire into wrong booking of
Rs. 2,150,738 by Aud:t mthout a.uthonsatlon, and repoxt to the: Committec.

1313. Grant No. 146--Development Expenditure of Food and Agriculture
Division {Page 462-411) ~~As-per Appropriation Accounts the portion -of grant
represeating Food ~ and- Agriculture Division closed with a saving of
Rs. 498,336,017 whicli also included an excess of Rs. 2.5 million under: Com-

modities & Services due to belated adjustment pertaining to 1981-82.

1314. The Chairman, PAC observed that there was an excess of Rs. 8,833,000
under “object 622—Wheat Seeds” against a Nil provision in the Budget. . Audit
held that whea there was no budget provision.  This could not be passed through
ExoescBudgetStatement. Thematterwasreqmtedtobelookedmto The,

examination was deferred. = -

. 1315. Grant-No. 147—Development Expenditure of Livestock Division (Page -
414-AA)—There was a saving of Rs..19,950,516 under this grant. The Department
 informed the Committee that saving was due to non-receipt of debits from UNDP/

BAD relating to Marine Fisheries Development Project and non payment to Foreign
Consultants as their agreement was not approved by the Government, The
Committee accepted the explanation.



MINISTRY OF FOOD AND AGRICULTURE 55
. 1316. Grant No. 178—Capital Outlay on Food Storage and other Works
(Page 478-A4)—The Grant closed with a saving of Rs. 177,928,653. 'The Depart- .
ment explained that saving was duc to non releasc of Funds by Finance Depart-
meat. Only Rs. 65 million were released. The represcatative of Finance obscrved
that major portion of this grant was to be met from Foreign Aid. The Depari-
ment should let the Committee know, if this Aid was received. The Department
informed that only 0 million were released against Demand of 50 million, there
was no point in going to Finance for 2nd and 3rd releases. The Committee direc-
ted that the Department should observe financial discipline strictly. PAC further
directed Finance Division alongwith representative of Ministry to check up why
amounts were not released and report to PAC.
APPROPRIATION ACCOUNTS- 1984-85

1317. Gramt No. 52—Food and Agriculture Division (Page 415-AA)—The
saving of Rs. 1,012,465 under this grant. was within permissible limits. The
Committee did niot make any observation. ‘ o

1318. Gramt No. 54—Forests (Page 421-AA)—There was a  saving of
Rs. 429,380, which was stated to be due to belated adjustments. The Committee

accepetd the explanation.

1319. Grant No. 55—Plant Protection Measures (Page 424-4A4).—The Gran{
closed with a saving of Rs. 41,033,082. The Department informed the Committec
that an amount of Rs 16,000,000 was surrendered in time while explaining the
excess under. Object-000-Commodities & Services, it was reported that this was-
due to actual expenditure on spray on a committed area-of 7.75 lakh acres.

1320. The Committee after some discussion on manner of procuremeat of
Pesticides and its consumption by the Department, directed that Chairman PAC
alongwith Additional Secretary Finance and representative of Audit will inquire
in the case of purchase of Pesticides. Ministry of Food and Agriculture will
make records available. : '

1321. Grant No. 56—Other Agriculural Services (Page 430-4A).—There was
a saving of Rs. 2,019,651 under this grant. ~ It was stated that it was duc to some
accounting error. The Committee did not make any observation.

1322. Grant No. 57—Subsidy on Wheat {Page 436-AA)—There was a saving
of Rs. 151,714,400 under this grant. The Department stated that the Wheat did
not arrive due to Shipment difficulties.  The saving was surrendered on 30-6-1985,
but was too late. The Committee did no make any observation. : '

1323. Grant Ne. 58—Zoological Survey Department (Page 438-A4)—Therc
was & saving of Rs. 129,313 under this grant. The Department reported that Rs. = -
50,000 were surrendered in time and the balance was due to payment of eleven
months pay during the year. The Commitice did not make any observation.

t
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1324. Granl No. 59—Livestock Division (Page 442~AA) —There was a saving

-of Ks. 190 459 which was wnth m permissible limits. The Committee did not

make any observatnon

1325. Grant No. ~60—Fisheries (Page 446-AA4).—There was a saving of
Rs. 212,841 which was within permxssrble limits.. The Committee did not make
any observation.

1326. Gran: Ne. 6[——-Orher Erpendt!ure of Food and Agriculture Division
(Page 448—AA) .—~The grant closed with a saving of Rs. 613,545. The Depart-
ment reported that saving was due to strict economy measures adopted and ano
due to certain vacant posts. ' The Committee did not make any observation.”

1327, Grant No. 129—Cepital Outlay on Purchase of Food (Page 450-A4).—
This grant closed wnth a savmg of Rs. 552,601,232. The Department reported
that saving was surrendered in time. The Committee did not make any observa-
tion. :

1328 Grant No 130—--Capztal Ouﬂay on Purchase of Fertilizer (Page 454-
AA). —Aocordmg to Appropriation Accounts, there was a saving of Rs. 26,349,283,
The Department, however, explained thata Supplementary Grant of Rs. 640,192,000
was al'owed by the Finance to the Department and the Department continted to
incur expenditure, keeping in view his Supplementary grant which was, however,.
withdrawn by the Finance on 24-6-1985 reducing the amount of grant from,
Rs. 291,061,000 to Rs. 165,089,000 against which an actual expenditure of
Rs. 2,264,711,717, was incurred.- Thus there was an excess ¢f Rs. 613,842 117
which was due to withdrawal of Supplementary Grant. The Committee was
informed that _Finance Miaister directed Food and Agriciulture Departruent to
mvestngate oertam a.spect of Fcrtrhzcr Imports -

1329 The Committee after some discussion drrected that an inquiry will be
held by ths Chairman PAC in this case of excess expenditure on. purchase of Fertili-
zer. Ministry of Fmance and Mmrstry of Food and Agriculture will make records
available,

1330. Grant No. 130-A—Capital Outlay on other Purchases by Food and
Agriculture  Divisionn (Page 460-44)—This giant closed with a saving of
Rs. 2,150,738 which was equal to actual expenditure against Nil grant. T-
Department reported that it was an accountmg mistake. The Commutee direcui
A'I.Ldlt to look iato its and report to thé Commsttee

1331. Gramt No. " 150—Devclopment Expenditure of Food and Agriculture
Division (Page 462-44).—There was saving of Rs. 492,456,228 under this grant.
The Department reported that an amaunt of Rs. 461,040,000 was ‘surren-ered hut
was not included, bemg late surrcndér The Committee did not make any observa--
tion. -
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1332, Grant” No. 152—Development Expenditure . of - Livestock Division
(Page 482-4.4)..--The Grant closed with a saving: of Rs. 27,251,843 which was
76% of the Final Grant. The Department reported  that an amount of
Re. 13,456,927 was surrendered. The remaining saving was mainly due to non-
receipt ol expenditure statement from UNDP and due to late surrender not accep-
ted.  The Committee did not make any observation.

1333. Grant No. 183—Capital Qutlay on Focd. Storage and Other Works
(Page 490-4A4).—~There was a saving of Rs. 12,857,186 under this grant. The’
Department informed the Committeo that the expenditire could not be incurred,
as project could.not be approved by ECNEC during the year. The Committee
did not make any observation. - o )

1334. Representative of Minist;y of Finance observed that Finance would

 liketo know the recoveries affectéd on variots heads as that'was an important part

of the budget and should also be given due consideration.

PAC agrced to this
‘pro , <al , )

¥

AUDIT REPORT—1983-84°

1335. Loss by Non-recovery of Shortlanding claim—Rs. 0.568 Million [Para 1
(ii), page 61-AR].—According to Audit Report a Vessel arrived in February, 1980,
221 M/Tons Fertilizer valuing Rs. 0.568 Million was shortlanded. The Depart-
mont did not follow the proper procedure for conducting a Joint Survey and got
the shortlanding accepted by the shipowner. Out of the total claim of § 57,421,
the Dopartment deducted § 32,940 from-the demurrage claim. Ministry have not
intimated the present position of the balance claim of § 25,48}, The Department
reported that the claim was being persued: vigorously with a Foreign Company
(Iraqi) through Ambassy of Pakistan in Iraq. Progress towards -recovery was
expected.  The Chairman obsesved that nothing had been done since last seven

years, The matter was required to be expedited. _
1336, The Committee directed. that recovery action should be expedited.

Subject to verification of recovery, the paragaph was dropped. _

" 1337. ' Loss of Rs. 0.2 milfion due to shortages of stores during. storage: [Para
1iéd), pages 61, 62-AR].—Audit pointed out that 116,994 M/Tons Fertilizer stored
in godown during February, 1979 to July, 1979 valuing Rs. 202,682 was declared -
short. The reply of the Ministry.is not relevant to the audit observation. This

s was investigated by 0:5.D, (Enquiries) of the Establishment Division and as

per his report (Para 665 page 232 of the enquiry report) the then General ‘Manager
FDFI was responsible for streamlining the administration of godown. Therefore,
the-hortage was atiributable to his negligence.: ‘Ministry have hot indicated the
action taken on the enquity report submitted tothom in April, 1986, The Depart-
ment informed the Committee that the Fertilizer bad 1o be storéd due to heavy
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of .Inquiry Officar was. under. process.

1338. The Para.gtaph wis settled subject to verification of recovery and final -
action by Audie. © - ‘ 7 7 B

imports duriag..t.bn:year. An inquiry was held and action on the reccommondation

1339. Loss of Rs.'1.02 million due to shortlanding of Fertilizer [Para-1(v),
page 62-AR].—According to, audit, against a ship. 596 M/Tons of Festilizer was
declared shortlanded in May, 1979. However, the Survey report prepared in
Deccmber, 1979 attributed the skiortage as wrong delivery rather than shortlanding.
No §h0;tla.;iding clg.i'ﬁi was lodged by the Department against the shipowners. - In

" the inquiry report subniitted to the Ministry by the O.S.D. (Inquiries) Establish-
_ment Division in April, 1985, three Departmental officers have beenheld responsible

for.the loss. Ministry-have not intimated the action taken on the report-of the
‘Taquiry Officer. The Dopartment intimated that Inquiry report was under aetion.
The roply to charges against officials had been received and were under soretiny
with the Ministry. The Chairman, PAC observed that theactionhad been dolsryed,

_ and that delayod action was, in fact, no action. The Department intimated that
"the procedure had now been streamlinod and it has now improved.

* 1340, -The Comumitiee directad that the final action should be expedited and

be got verified by Audit. Chairman PAC also dirocted the Secretariat of Assembly

o find out what wore the directions given by PAC in previous year's reports and

whit action had been taken by Department on thoso directions.

1341, - Loss.of Rs. 0.414 million due to shortage and sweepings. of Fertiliver

- [Pera I{v), page 62-AR}.—As por Audit, a Vessel carrying bagged fertilizer arvived
_in-Dessmbet, 1980. No Joint Survey of the cargo was conducted, After des-

paich of 77,827 M/ Tons Fertilizer valuing Rs. 205.298 it was declared short.. As
per fina] despatch statoment furnished to Audit by the Department a further quan-
tity of 314.7 M/Tons was despatched as sweeping, allowing rebate involving a loss
of Rs- 207.889. Tn the inquiry report submitted by the 0.S.D. (Inquiries) to the
Ministey in Apeil; 1986 the shortage has been attributed to excessive trucking and

- double bandling and no body in FDFI has been held responsible. Ministry have

not.indicatad the position of rogularisation of loss on account of shortage and

sweeping. .- The D informed the Committes that tho action as suggostod

| by:the Inquiry. Officer in his Tnquiy Report was being completed.

1342, ThiaCotimittes direct tod that final action fneluding rogulatisation action.

" whate nogeseiry shoilld be expodited and got verified by Audit. -

_ }_-'_, : 543 .eo.;sq{ g.goumiam gﬁé{gw—recovérjfaf mst of Faldwrlm:y
bags shartlanded, customery,foc and sweeping at Port. (Para 2, page 63-AR)—
According to. Augit, 151 M/Tons of Fertilizer alongwith 1991 Empty . bags wire-



. T

! —— P

—~—— "“'_"—__“—‘l’ g "-_“*‘—“"W_-—v‘-q"—,mvﬁ‘.

MINISTRY OF voon"l&w AGRICULTURE 39

“shortlanded ‘in a consignment in Deceintior, 1981, ‘Three different claims  for

Usgs2 459 $ 1,350 and § 207 for&heeompemntmn and oneclaim of US §$:500

for customery fee were lodged by the Department on 24th March, 1982, 27th
: Dece nber. 1981, 12th Janvary, 1982 and 20th March, 1982 respectively. ~These

élaims still remain unfinalized due to lmproper and in-cffective action to enforce .-
rocovery. A quantity of 44 M/ Tons was aiso despatched as sweeping, allowancing -
rebate causing a further loss of Rs. 21,983, which also remain unregularised Action
to enforce recovery against the pasties concorned meedsto be expedited. The
Department reported that certain quimtity of bags were shortlanded in 198). The
customery claims for shortlanding was lodged, which did not mature. A suit
was filed last/year. The PACAaucted that f‘mal action in this cese should be_
venﬁedbyAudlt : Cor e L -

134, Nﬂ-recovet} of cost of Fertilizer shortlanded Rs. 56,019 (Para 4, page
6¢-AR} —Audit pointed oyt that 37 M/Tons of femhzer valuing Rs. 56,019 was
shortlanded ina cons:gnment in March, "1978. Claim lodged in June, 1978 for
compensation could not be enforced by the Department because they failed to get
the Ieint Survey report signed by the shipowners Agent who subsequently backed -
o} on, the ground that instsad of shortlanding it was a ¢ase of shortage which
oocurred due to fault of the stavedores. According to the inquiry report of 0.S.D
(haquitiesy Establishment. Divi:ion subimitted in-April, 1986, the shortage occusred
partly due to handling loss and paitly due to negligence of an officer of the Depart-
mens.  Position of action taken on the inquiry roport has not been indicated by the,
Migisiry. The Department informed the Committes that an Inquiry was held in
thig. case by an Inquiry Officer appointed by the. Establishment. ‘Division. He'
held that shortage was not due to any fault of the contractor. There was._ no.
shortlanding in this case. A quantity of 23,750 M/Tons was recommended to be
Written off. A quantity of 13.600 Ml'l'ons was attributed towards’ negligence.
En,a,l action was under way '

1345, I‘heComnntt@damqtodthstthcactmnmaybeexpdxmd. Subpct
to.tlmremarks ﬂwparagtaphwdropped o

COMMER(H;AL Accovm's-_mm a 1984-85

- 1346, Karmgl Fisheries Harbour Morify (Parés’3, page 12-ARCA-1983-84"

Para 2, page 12-ARCA-1984-85)—Audit in theso paras reported that a tetal

number of 202 Accounts in 1983-84 and 216 Agcounts in 1984-85 were in arrears |
and were not prov:dod for Auditintime. The Dwmngnt reportedﬂmt Ascounts”
were made. gvailable 10, Au;l_.}t -with some delay. The ‘Committee directad that
Accouits; should, in futum, be. prouded intime. Sntgcm to. theserenmks

' pmsraphwudrowcd-
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1347 (Para 197, page hI-ARCA-1984—85) —According to Audit, provision
of Rs. 4.6, million in foreign exchange was made during 1983-84 for consultancy
services from Asian Development Lozn. An amount of US § 2899 (Rs. 39,227)
was spent to meet the Air Passage etc. of the Chairman KEHA at Manila while -the

~ balange amount could not be uiilized due to non-induction of the Consultants,
The Department explained that the expendltule could not be incurred due to late
a.ppomtmen.t of Consuttant The exammahon of Pa.ragraph was deferred by
PAC - .

Rot: Corporatm of Pakistan

1348. (.Para4 page 12, ARCA: 1984-84 & Para 3, page 12-A RCA-1984-85).—
"Audit while intimating upto date’ position reported that the acéounts for and upto
1984-85 have been compiled ; the accounts for 1977-78 were provided to Audit on
22-10-1984 . External Audit of the Accounts for the year 1978-79 to 1980-81 had
been completod wiule that of 1981-82 was in progress. The Departient reported
that all out eﬁ.‘orts weére being madc 10 bring the accounts position upto date.  The
PAC directed that accounts posxgon__should be brought upto date expeditiously.

" 1349, Loss of Rs. 181,922 on sale of rejectedjun-serviceable material (Para 13,
pbgé'32”-ARCA'-19'8_4—85).—-—Audit>poixitcd out that in.1981-82, a unit of the RCP
disposad of rejectéd/unsaleablo .atta, sqda, poly bags etc. at a loss of Rs. 181,922,
This material .Became- unfit for use ‘either. due to long storage or ‘over milling”.
The Department mformd the Committee that the fnaterial was procured according
-to constimption of matenal and- Demand of ‘ROTP, but due to change in ‘Mix:
Formula and sharp'fall in deinand'of ‘ROTI’, there was long storage, which coutd
16t b avoxded, No disciplinary action was involved. ‘The Committee adoeptod
tho axplanat:on and settled the Paragraph.

Paklsm Agnmitm'e Storage[Sernes Corponuon Ltd.

1330. Operation results (Para 132, page 115, 116-4ARCA-1983-84).—Audit
pointed out that there was a loss of Rs. 163 million during 1983. The loss had
accunmulated to-Rs. 594,432 million against a paid up capital of Rs. 30 million,
which necessitated borrowing involving ! Financial . Charges to the extent of
Rs. 276.633 million. It was further reported by Audit that an amount of Rs. 300
million was provided in.the budget for 1985-86 for re-imbursmeat to the Corpora-
tion by the Government, but was re-appropriated for some other purpose. The
Paragraph was sottled with-the remarks that the position would be reviewed along-
with the mt yoars monnts. . .

. 1351 Wybabtors (Pard'133, page 166-ARCA-19‘83-84) —Audit pomted

out thwt Sundry Debtors uf Rs. 41& milliost as on 31-12-1983 havo come down to
Rs.33.million by 31-12-1985 Age analysns of ‘outstanding amount was not
prepared. ' The Departmant informed ‘that recipient agencies were Provincial
Governments in this case. Ministry of Financo had made suggestions t6 solve
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the probleims. It was under corraspondance with ‘Provincial Government. The
PAC directed Finance Division tg. sort out the pwblems wnth Provincial Governs
ment. 'I‘he Paragraph was sett!ad

AUDIT REPORT—1984 %%

1352. Loss of Rs. 2.24. million due to shortage anddamages of Wheat & Gunny
Bags {Para | (i), page 63-AR}. Audit reported to the Committee that the accounts
of 2 consignment of wheat imported in May, 1977 revealed shortages of 838 M/Tons
and damages of 549 M/Tons whilc 10,000 Gunny-Bags became unserviceable during
handlmg at Port. The cumulative Joss worked out to Rs. 2,240,657. The matter
was reported to the Department/iAinistey in June, 1980, 1982 respectively. The
Ministry stated: that instead of the shortages 1559 M/Tons wheat .was damaged
which was subsequently disposed off causing net loss of Rs. 2.20 million. Audit
informed the Committee that actually in April, 1984 (after eight years fto;n the
arrival of the ship) an additional Stock Account of 1010 Metric Tons of damaged
wheat was furnished to Audit to cover up the shortage but the original supporting
vouchers 7.e. check weighment certificate does not ‘indicate the name of, the ship.
The quantity of 1010 M/Tons was collected as sweepings from different Whaives
and disposed of. No inquiry report relating to this case has been furnished to
Audit.  The Depa.rtmcnt reported that a quantity of 1559-M/Tons was. djspoaed
of..” One hand]mg agent did not render his accounts of disposal thus these could
nct be produnod The wnte otf action was in process.

1353. The Committee directed’ that write off actlon may be expedxted md
reported to the PAC.  The pa.ragraph 'was derferred. - ,

1354 Lo.s.r due to shortage of 780.850 M/Tons R: 2.071 million [Para 1 (ii),
page 64-AR). —Awordmg to - Audit Report agamsta oonstgnment of 16,899 M/Tons
of Urea imported in November, 1980 a quantity of 781 M/Tons valuing Rs. 2.071
miltion was reported to have shortlanded which could not be substantiated as the
Department had net a.rranged for Joint Survey and timely issue of KPTshortlanding
certificate. Consequently no. compensation could be obtained from shipowners.
The OS.D. (Inqmnes) of the Establishment Division in his. l'('pQ"" submitted in
April, 1986 (Para 64016 649, page 230 to 232) has ‘opened that it was a case of
shortage wh:ch had occurred due to followmg reasons —-

(:) 47. 820 M/Tons handling loss,
(ii) 80.660 M/Tons adjustable agamst despalch ea.rmng o .
(i) 658.370 MITons attnbutable to nnsha.ndlmg of cargo by the stevedormg
: contractor

1355 The Mmrstry hns not, mfsm.tad posmon rpgardmg the action taken on

the report-of enquiry offices. The Department informed the Committee- that

according to the terms of the contract the supplier was required to make:good the
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foss. A claim of US § 209;189.71 was lodged. The supplier, however; - did not
pay the claim. The matter was referred to Justice Division, who nominated an
Advocate to recover the amount of claim. A suit was being filed in a Court
of Law. ' ‘

1356. The Committee dlrected that an. mqu:ry may be held in this case and
Chairman PAC would rep-esent PAC.  The pa.ragrapb was deferred.

1357. ‘Loss of Rs. 1.533 million due to shoriages. damages, . sweeping and
mtrhmcﬂing of stores [Para 1 (iii), page 64-4R].—Audit pointed out.that in four
consigniment of Fertilizer shortages, damages, sweeping and mishandling, 862
. 'M/Tons involving a loss of Rs. 1.533 million were reported. The losses-have not
been investigated sdnd regularised. ' It had been reported that inquiry in three cases
has been entrusted to 05.D. (Inquiries) of Establishment Division whose report is
awaited. “The Department reportéd that an inquiry in this case was being conduc-
ted by 0.8.D. (Inqu.mes) Estabhshmém Division. A report was awaited. '

1358. The Committec directed that an inquiry may be conducted, Chairman
PAC will ropresent PAC. The patagraph was deferred, -

1359. Loss due to damages ofimporledwhea! [Rs. 1,508,609) para :(iv),page
64-AR}.—Audit pointed out that 1541 M/Tons of wheat imported in March, 1985
valuing Rs. 3.72 million was. damaged appirently because necessary protective
- measures were not taken by the Department Handling Agent at port against wheat-
- her, pilferags ctc. The Department informed that the damaged wheat was sold
to private parties for Rs. 2.215 million. .No Inquiry Report has been furnished to
Andit. The Ministry should have conducted an enquiry. The Depattment inti-
mated that the damages were due to heavy rains which was beyond the control
of Department. A case of Wﬁte off was in process. - The Committee directed
that an lnqulry may be hdd. 'l'lle pamgmph was deferred.

1360. Loss due to Shortages and Dumages at Port Rs. 538,710 {Para 1. (w)
page 65-AR]. —According to Audit, against a consignment of Fertilizer imported
in September, 1982 shortage of 52 M/Toss and damage of 280 M/Tons valuing
* Rs. 124,169 and Rs. 424,539 respectively was reported: ‘The Department reported
that the case. has been ontfusted to O.5.D. (Inquiries) for conduciing detailed
inquiry on 17-2-1987 and the report was awaited. _The Commiittee directed that
an Inquiry in the case may be held, Chairman PAC - wnll rep:esent PAC The
' paragraph was deferred
1361. Loss due to Shortages, Sweepiug etc. Rs. 0.344 millwn [Para ¥ (vii).

page 65-4 Rl —Audit reported that in two consignments of Urea Fertilizer impor-
ted in October, 1981, a ‘quantity- of about 40 M/Tons valuing Rs. 113.010 was

reportéd short at the Port. - AnatherqmtxtyofﬂMfromnsdespawhndas

swoepings without obtaining the orders of competent authotities allowing 307
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 rebate involving a loss of Rs. 202,189, Fucther claim for US$ 2747 on account of

short supply of bags was not recovered. The Ministry has entrusted the case
of loss due to sweeping only to the O.S.D. (Inquiries) for enquiry whereas the
shortages remain to be investigated, The Department reported that the damages
was due to rains, sweeping etc. For a portion of loss, inquiry was being held by

-0.8.D. (Inquiries) and for certain claims suits had been filed and hearing had also
_taken place. : S : B

 1362. The Committee directed that an Inquiry may be held for the case for
which suit had not boen filed. Chairman PAC will represent the PAC, The
paragraph was deferred. .

1363. Loss of Rs. 0.287 million due to damage and sweeping of stores [ Para
1(viii), page 66-4R}.—Audit pointed out that in a consignment of Fertilizer impor-
ted in July, 1982 quantities of 133 M/Tons and 98 M/Tons were shown as damaged
and sweeping respectively causing loss of Rs. 0.287 million. The case has been
entrusted to O.S.D. (Inquiries) whose report was awaited. The Department admit-
ted that handling loss was more than permissible limits.  Action will be taken
on receipt of inquiry report. '

1364. The Committee directed that on Inquiry may be held. The Chairman
will represent PAC in the Inquiry. The paragraph was deferred.

{Para 3, (i), page 66-AR), [Page 3 (i), page 67-AR) [Para 3 (iii). page 67-ARY), |
{Para 3 (iv), page 61-AR) and [Para 3 (v), page 67-AR).

1365. In the case of all these Paragraphs it was reported that the cascs had

“been referred to 0.S.D. (Inquiries), and a report was awaited. The exemination

of these Paragraphs was deferred. The Committee directed that inquiries may be
held on all thesc cases. Chairman PAC will represent PAC in the said inquiries.
Fhe paragraphs were deferred. . : .

1366. -Points not discussed to be treated as settled—~The Committee did not

make any observation on the other points/paragraphs in the Appropriation
Accounts/Commercial’ Accounts and Audit Report thereon. These would be

- deemed as settled, subject to such regularisation action as may be necessary under

the rules.

1367. The Committee then adjourned fo mest again at 9.00 a.m. on 28th
July, 1987. ' | - oS

K. M. CHIMA,

Secretary.

Islamabad, the 24th Ja.uary, 1988.
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| _BOLAN. m:nm COLLEGE. QumA
: INSPECITON NOTE OF:CHAIRMAN W ACWUNTS COMM“TEE
" 1. The Chairman PAC visited Bolay Medical Co!loge, Quetta on July 3,

' 1986. The work on the project is under. suspension since 1983. Only two Boys
- Hostels and some residential accommodation for the “téaching stafl " have ‘been.

mpbtednﬁmuda-me ‘Fho romaining structures are in various stages of
mmpht:omTheMmdntuﬂmmdufarmlhomlsB&MSmﬂm '

2. The Superintending Engineer Pak.. PWDsta&dthulnwockhuM:
he!dupatthespncrﬁcmstmcuamofECNBg. Themuaumofsnspennon‘

ofwkmstx&edtqbennuder -

(=) mﬂmmmmuwm reqmrementtofl.lnm

Mﬂnmdmkmmmunmm-mblsu,
_-from the core tosts carried out ‘wader the “supervision .of . NESPAK
mdmm;mrgmwchnndbmmm;hmuhm

(c) muwmmmmwm
_ of the mam

’ 3 MM‘PACMMMMMM Wc-aunndby
the-Pablic Accounts Cotamittes ity’ siext méocting (Susday, 7th Séptember, 1986)
and'thé Principal Accounts Offivers of Hedlth and"Works Divisious and  representa-
&fmmMMMuwWmeum
‘camses of the-blockads-of hujge capital: invested; inaffective use- of resources and
faiture’ of providing promised facilitiés to the citizens of Baluchistin.  Both the
anpdAocomtsOﬁeeushouldnhobeadvmedtou&allthmmdoﬁms
wummﬂnmwthnmcouidhwthorondﬂy '

4. mmmww«xmm meshould beukedto
mmmmhfqﬂmumﬁmm — S
De:lgu & Onuhmy ‘ : B

(I)Wlut mthongimlpumﬁmtotbmmmrpn-

pmngtheMaﬂcHulndmﬁmmofvmmbmldmgsmme |
(u) Wmmmmmmm :hobywlud;nmhony"
(‘li)Wmthepmmmmm?lfm howtbeunmalm:c



‘% h

w} Were the technical d:awmgs and specifications prepared by the con-
"~ sultants, sgruumzed and approved before execution of the warks by any

technical age'ncy il A6t the reasons thereof:?-

e '(v) Were there any *majo"r variations between the actual quantities éxecuted
- and the estimated quanuucs of certain items of work ? If so what were
-~ the factors, lmdln&to such a vanatlon and whlch authonly pemmled

the vanauo::s T,

b (vn) Were' the variations due to the-poor quallty of- work done by-the: con-
Ced Csultants #nd if so what achen lias becn taken against ihem ? -

o Execunon of work oo ’ ]
-- (vu) How the coiuactors wore selécted for thé work and had "!l loop-holes
L been oovcted to ensure selection of a compétent contractors ? .
i _(v:_ifi) Has the w‘d’rl; beei exocuted by the contractor as per designed spocifica-
~“tions 7 If. not; whio were:the persons respoasible for-supervision and
Loy ameptam'éimrkah&what action has been taken against them ?

(:x) “When the contract awarded by the Provincia! (36 omnmmt was cancelled,
how the same contractors were awarded the work agam a.nd on what
oomdermm and ‘by-what authority: ? SR

{x) What were the salient features of the contract and 'have they been
fulfilled 7 For instgncé it was provided . in the = Agroement -~ that the
nnoblllsauzon advance shall be paid to the contractor, on having . brought

- . he:batchipg plant at; she. Why this' condition was:r¢laxed -for. release
- of - mobilization. ‘advance and. even during.the executxon? What-actidin
..-has beon taken am.mst the persons wha wor= rasponsxbla for relaxing
the. tqtms and’ ‘conditizne-in the‘wt in. favour-of the - contractar ?

Accomtmg & Supervi.vm -

(J[l) It has been alleged that proper aoeountmg systcm was not followed
'wh'ile-fmlmng ﬂkp&ndaturc on the project; as a résult:it has bécome
difficult to dcterﬂuatﬁéimo&m paid, amount receivablesand - Habilitios
of the contractor. If so, the reasons thereof may bc stated Who ‘was

. the authority responsiblc f jor '}n- same and what acuon has been taken

_’-_vmthlsreghrd" Cote : R
(xn) It is said that tha onyml coxm'act for Civil Works was. cxequted with a
: consortinm of two cont.rax:wrs, One of the parties, however dis-associa-
_~ ted itsélf from the project] ‘but ‘no notice thereof was taken by the
© . exegutivo agency. If the above assymption is-correct the reasons and
,_Jegal eon.sequonces thmmf niay-be explqwed
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(xiii) When it came to the notice of exccutive agency that the work was much
" below thg_:i%;irequired specifications, why the contract was not rescinded
and was simply suspended ? '

(xiv) The audit has pointed out huge over payments to the contractors. What
action has been taken by the executive agency 1o recover the over-pay-
ments and what action has been taken agaihst the officers who were
responsible for the over payment ?

(xv) it is alléged that the rates allowed for certain items of Civil Works
- were -abnormally high, and the quantities of such items were subse-
quently inu'ea-sed out of proportion. If the above statement is correct,
who was responsible for the failure and what action has been taken.
against them, in this regard ? o

Procurement of Equipment

‘(xvi) It has been found that a lot of equipment for installation in thc Hospnal,
_ imported from abroad was lying inghe complex premises for last ten
years. Following aspects should be attended in this regard :—

(a) When this equipment was imported ?

(b) What was the cost of imported goods ?

(¢) Why was it imported when it was not needed in view of the slow
progress of the work 7" :

{d) Why it could not be utilized in other Hospitals ?

{¢) Who was responsible for the unplanned import of equipment and
what action has been taken against him 7 :

General : - :

(xvii) - A list of alf the officials who were responsible for the planning, design
scrutiny and execution of various aspects .of the project may also be
_provided. ' ' _

5. The Chairman, PAC also desired that Secretaries of both the Divisions

e

should also go through the Performance Audit Report of the project, prepared by

the Auditor-G eneral of Pakistan, and should come up-with their considered view

on the issues raised in the report.

6. The Chairman also desired that copies of all the relevant documents cs--

~pecially, the views of the Planning Commission while scrutinizing FC-1 (or revised
PC-I) of the project, and proceedings of Central Development Working Party and
. ECNEC slibpldsalso be produced to the Committee. -




