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1 - EXECUTIVE SUMMARY
 



1. Executive Summary 

1.1. The Government of United States of America entered into an 

agreement with the President of the Islamic Republic of Pakis

tan to assist Government of Pakistan (GOP) in accelerating the 

pace of primary education. Out of a total commitment of U.S. $ 

240 million in the form of Sector Grant Assistance, USAID 

has disbursed two installments of $ 24 million and $ 20 mil

lion. Further installments are not likely to be received b 

GOP because the process of USAID has been interrupted. . - ' 

A\ 

' 

0 

1.2. A Study was undertaken in March, 1990 to identify procedures 

and agencies involved in the 'Flow of Funds' under the Primary 

Education Development (PED) Program from USAID to GOP and from 

GOP to the Governments of N.W.F.P. and Balochistan. The proce

dures recommended in the Study were adopted. Both the Provin

cial Governments opened Personal Ledger Accounts (PLAs) which 

were to be of non-lapsable status. 

1.3. During the financial year 1990 - 91 it was discovered that the 

Provincial Governments were not equipped to spend the funds 

made available to them for the Project. It was also discovered 

that the Auditor General of Pakistan had given a ruling that 

moneys which have passed through the budget cannot be put in a 

non-lapsable PLA even when the source of funds is a foreign 

agency. 

1.4. The purpose of this Study was to examine and suggest to 

office of Human Resource Development (HRD), USAID, 

propriate procedure which should be followed:

the 

an ap

1.4.1. to ensure a smooth flow of funds under the PED Program 

during the financial year 1991 - 92 ; and 

1.4.2. to avoid interruption in the flow of 

close of financial year 1991 - 92. 

funds after the 
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1.5. 
 The Study provides details of discussion carried out with the
 
officials 
of GOP, Government of 
N.W.F.p., 
Government of

Balochistan and USAID to resolve the problem. 
The Study con
cludes that 
PLAs already opened and any blo~k provision made
 
in the ADPs of the Provincial Governments would lapse on June

30, 1991 and that it would not be possible to complete all the

formalities by June 30 
for including the block allocation in
 
the next year ADPs.
 

1.6. The Study shows that GOP has 
passed 
on the funds to the Pro
vincial 
Governments 
and that it is 
now for 
the Provincial
 
Governments to provide the lapsed portion of 1991 PLAs 
in the
 
next 
year's budgets 
through Supplementary Grants. 
The Study

enumerates 
the steps which 
should 
be taken 
to ensure
 
availability of funds to the PED Project without interruption.
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2 - SYNOPSIS OF THE STUDY DATED MARCH 21, 1990
 



2. 	 Synopsis of the Study dated March 21, 1990
 

2.1. 	 The Government of the United States of America entered into an
 

agreement with the President of the Islamic Republic of Pakis

tan to assist Government of Pakistan (GOP) in accelerating the
 

pace of primary education. The U. S. Government was to provide 

$ 240 million in the form of Sector Grant Assistance and $ 40 

million in Technical Assistance to establish a Primary Educa

tion Development (PED) Program for the North-West Frontier 

Province (N.W.F.P.) and Balochistan. 

2.2. 	 A Study was undertaken to identify procedures and agencies in

volved in the 'Flow of Funds' under the PED Program, from
 

United States Agency for International Development (USAID) to
 

the GOP and from GOP to the Government of N.W.F.P. and the
 

Government of Balochistan.
 

2.3. 	 The Study inter alia provided information about the dynamics
 

of 'Flow of Funds', budgetary procedures, requirements of the
 

Constitution of the Islamic Republic of Pakistan, the Audit
 

Code and the options available for maintenance of USAID Fund
 

accounts.
 

2.4. 	 The Study established on the basis of Constitutional provi

sions and other relevant documents that PED Sector Grant was
 

like a 'Reserve Fund' and was eligible for treatment as a non

lapsable Personal Ledger Account (PLA) at the federal and
 

provincial levels.
 

2.5. 	 The Study showed that the procedure selected in the case of
 

foreign-aided Anti-Narcotics Projects in N.W.F.P. would be
 

suitable as a model for the PED Sector Grant with suitable
 

variations. It was observed that a Personal Ledger Account,
 

each in N.W.F.P. and Balochistan, with non-lapsable status
 

would ensure smooth flow of funds for the Program. The Study
 

described in detail what was to be done for opening a Personal
 

Ledger Account.
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3. Present status of flow of funds
 

3.1. 
 The first Sector Grant of $ 24 million was made in June, 1990.
 
The amount was exchanged into rupees and placed in the federal
 
level Trust Account (this was account 1) in the State Bank of
 
Pakistan (SBP). 
The rupees were 
further disbursed to the
 
provinces, $8 million in rupees to Balochistan and $16 million
 

in rupees to N.W.F.P.
 

3.2. Both the provinces opened 
personal ledger accounts (PLA) no.
 
8. These PLAs were to be of non-lapsable status, i.e., 
unspent
 
funds were to 
remain in the account beyond June 30 
of each
 
year. The fund went 
through the Supplementary Budget proceas
 
at both the federal and provincial levels.
 

3.3. The Government of Balochistan stated that their 
PED PLA was
 
non-lapsable for all 
practical purposes; i.e., the Province
 
was using a procedure 
to ensure that unspent funds would be
 

accessible.
 

3.4. 
 The two Provincial Governments utilized the following 
amounts
 

in the PED Program:-


Government of N.W.F.P.(upto May 31,1991) 
 Rs. 50,000,000
 
Government of Balochistan (upto June 12,1991) 
Rs. 36,721,506
 

As the deposits 
in the Personal Ledger Accounts have not been
 
fully utilized, the Government of N.W.F.P. 
sought advice of
 
the A.G.'s office which held that the Personal Ledger Account
 

could not be declared non-lapsable.
 

3.5. The second Sector 
Grant of $ 20 million was deposited in New
 
York, in January, 1991. 
It is a requirement of the U.S.
 
Government that these dollars be used to pay back U.S. 
debt.
 
In the meantime, the GOP is 
 required to generate an 
equiv
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alent amount of rupees, 
at the maximum rate of exchange that
 
prevailed 
on the date of the 
original disbursement and to
 
place these rupees in the federal level Trust Account 
at the
 
State Bank of Pakistan via the Supplementary Budget process.
 
It is also required, 
under the program agreement that these
 
rupees remain 
at the federal level 
account until USAID
 
requests, in writing, 
GOP to transfer the amount to 
the
 
provinces, in a ratio that is stated by USAID.
 

3.6. 
 Further installments are not likely to be received by GOP be
cause the process of U. S. AID has been interrupted.
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4. 	 Scope of work of this Study
 

4.1. 	 The purpose of this Study is to examine and suggest to the of

fice of Human Resource Development (HRD),USAID, an appropriate
 

procedure which should be followed:

4.1.1. 	 to ensure a smooth flow of funds under the PED Program
 

during the financial year 1991 - 92; and
 

4.1.2. 	to avoid interruption in the flow of funds after the
 

close of financial year 1991 - 92.
 

4.2. 	 It is intended to examine and suggest to the office of Human
 

Resource Development (HRD), USAID, in consultation with the
 

officials of the federal and provincial governments, proce

dures to resolve the problem. The Study would show in detail
 

all the steps that need to be taken at both the fednral and
 

provincial levels, the types of documentation required, and
 

the crosschecks that need be taken, to ensure that funds will
 

continue to flow smoothly out of the PLA or any other account
 

between June 30 and July 1 of each financial year.
 

4.3. 	 In particular, the Study will answer the following queries:-


What steps should be taken to ensure that the iunds in the PLA
 

in NWFP are available beyond the close of the financial year ?
 

Should a 'block allocation' be made in next year's Annual
 

Development Program (ADP)? Is it possible to do so by June 30,
 

1991 ?
 

What role will the Accountant General play in the process of
 

flow of funds ?
 

What documents are to be prepared to process flow of funds 

through 	the Accountant General ?
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Will the current PLA continue to be used ?
 

Will the provinces have to establish new PLAs in the following
 

year ?
 

What is the process by which the same PLA can be used ?
 

4.4. 	 With reference to Balochistan,the Study will verify whether or
 

not the PLA in that province is of a non-lapsable character.
 

The Study will also answer the following questions:-


What is the process that the Balochistan Government is cur

rently using, given that the A.G. does not permit non-lapsable
 

PLAs ?
 

Is this 	process valid ?
 

Will the funds in effect be non-lapsable? If not, would
 

Balochistan be required to take the same rou-ce as
 

N. W.F. P. ? 

4.5. 	 The Study will also explore the alternative process of PLA 

being non-lapsable. 

4.6. 	 With reference to the U.S. dollar 20 million in the dollar ac

count, the Study would describe the procedure to be followed
 

to place an equivalent amount in rupees in the trust account
 

at federal level. The Study would indicate the steps to be
 

taken to ensure that funds are not lapsable if they remain in
 

the federal account beyond the close of the fiscal year. If
 

they lapse, what is the process that can be undertaken by GOP
 

to ensure th '; the funds are available without any interrupt

ion between the close of the current fiscal year and beginning
 

of the next fiscal year ? The Study may also examine that in
 

a situation when the funds lapse whether or not the funds 
can
 

be returned to USAID and whether an alternative process can be
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devised by USAID and GOP in order to ensure that the funds 

are disbursed to the provinces on an as-needed-basis. 

4.7. The Study would indicate problem areas that may arise in fu

ture years concerning the flow of funds in the context of this
 

scope of work.
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5 - CONSIDERATION OF DIFFERENT ALTERNATIVES TO
 
ACCELERATE THE PACE OF FLOW OF FUNDS
 



5. Consideration of different alternatives to accelerate the pace
 
of flow of funds
 

5.1. 
 In order to find out different alternatives to accelerate the
 
pace of flow of 
funds, the situation on 
the ground was ex
amined in the light of the ruling given by the Auditor General
 
on the lapsable character of PLAs 
(Annexure  1), relevant
 
constitutional provisions 
(Annexure  2) and the Audit Code 
(Annexure  3). Meetings were also held with the officials of
 
the Ministry of Finance and Economic Affairs, 
Government of
 
Pakistan, Auditor General of 
Pakistan, Government 
of North-

West Frontier Province (N.W.F.P.). The officials of the
 
Government of Balochistan were contacted on telephone. A gist
 
of discussion is given below:
 

Meeting with the officials of the Ministry of Finance and 
Economic Affairs
 

5.2. A meeting was held 
on June 4, 1991 with the following offi
cials of the Ministry of Finance:
 

1. Syed Shaukat Hussain Kazmi 
Joint 
Secretary Provincial and
 

Corporate Finance.
 

2. Mr. Tanveer Agha 
 Joint Secretary (Budget).
 

3. Mr. Mohammad Ramzan 
 Deputy Secretary (Budget).
 

5.3. During the discussion, the Consultant 
emphasized that it 
 was
 
the contractual obligation of GOP to retain the non-lapsable
 
character of the funds provided by the USAID for the Primary

Education Develoment 
(PED) Program under paragraph B of the 
letter dated May 8, 1990 from USAID to Mr. Saad Ashraf, Joint
 
Secretary, Economic Affairs 
Division (EAD)(Annexure-4). 
The
 
source of funding the PLA is an international agency -
USAID 
and not funds given by the GOP.In theory as well as in spirit,
 
the funds available in PLA should not lapse (Annexure-5). 
The
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officials of the Ministry of Finance promised that they would
 

take up the matter with the Auditor General.
 

5.4. 	 As regards the second Sector Grant of $ 20 million, the of

ficials of the Ministry of Finance informed the Consultant 

that a Supplementary Grant of Rs.471,174,000 had already been 

sanctioned vide U. 0. No. F. 1(8)-PF. V / 90 - 559 dated May 

12, 1991 (Annexure-6). It was also stated that EAD had issued 
an Office Memorandum No. 11(1)US-VI-P/91-VII dated May 20, 

1991 (Annexure - 7) stating that the province-wise break-up of 

the second installment of $ 20 million would be decided by 
USAID on the basis of preceding year's performance which would
 

be evaluated by a team of officials of USAID. The provincial
 

allocation would obviously be made after the evaluation.
 

Meeting with officials of the Government of N.W.F.P.
 

5.5. 	 The Consultant visited Peshawar on June 3, 1991 alongwith his
 

Assistant Mr. Samiullah Marwat. They met the following offi

cials of the Government of N.W.F.P.:

1. Mr. 	Sharif Ahmad Khan Addl.Secretary, Finance Department.
 

2. Mr. Shah Jehan Khan Director, Primary Education (PED)
 

Program.
 

3. Mr. 	Sultan M. Khattak Deputy Secretary,Finance Department
 

5.6. 	 Dr. Wade M. Robinson, Chief of Party, Primary Education
 

Development (PED) Program, Peshawar was present during the
 

meetings. The Consultant also met Mr. Khalid Aziz, Additional
 

Chief Secretary, Government of N.W.F.P. and Mr. Nasrullah Jan,
 

Acting Secretary, Education Department.
 

5.7. 	 A detailed discugsion took place regarding the Primary Educa

tion Development (PED) Program and utilization of funds given
 

under the Sector Grant by USAID. Mr. Shah Jehan Khan informed
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the Consultant that Rs.50,000,000 
had already been utilized
 
upto May 31, 1991 and another Re. 20,000,000 were estimated
 
as expenditure upto June 30, 
1991. The Additional Secretary
 
Finance 
- Mr. Sharif Ahmad Khan - stated that the N.W.F.P. 
Government was keen to theimplement Project. 
He disclosed
 
that there was 
twenty five percent increase in the budgetary
 
allocation made for primary education. 
He added that a full
fledged Education Directorate 
had been established and that
 
arrangements for logistics had been made at the district
 
level. A large number of teachers and supporting staff would
 
be recruited for 100 
new schools in 1991-92. The Finance
 
Department had ensured five percent increase in the budgetary
 
allocation for PED Program in the year 1991-92. (Annexure-8).
 

He emphasized that 
the Project had been launched and that
 
there should be no interruption 
in the flow of funds. Mr.
 
Sharif Ahmad Khan mentioned that the Auditor General had
 
refused to make the PLA non-lapsable (Annexure-9). In the cir
cumstances, the only option available to the N.W.F.P. Govern
ment was to surrender the balance amount 
 of Rs. 277,172,800
 
out of the total grant of Rs.347,172,800. He, however, stated
 
that 
it had been decided to provide through 
Supplementary
 
Grant the balance of Rs.277,172,800 in 1991-92. 
A letter to
 
this effect has been issded to the Education Department,
 
Government of N.W.F.P. and 
a copy to the Accountant General,
 
N.W.F.P. (Annexure-10).
 

5.8. 
 It was agreed by the officials present in the meeting that the
 
PLA opened in 1991 will not be closed even when the balance is
 
zero. The same account would be used for depositing the amount
 
which would be provided through the Supplementary Grant in the
 
first week of July, 1991 with the result that it would not be
 
necessary to carry out the time-consuming exercise for opening
 

a new PLA.
 

(16)
 



Meeting with the officials of USAID.
 

5.9. 	 The Consultant met the following officials of 
the USAID on
 

June 4, 1991 :

1. Dr. 	David Sprague Chief HRD
 

2. Dr. 	Sarah Tirmazi Chief Economist, HRD
 

3. SjLiaquat Butt HRD 

5.10. 	 The Consultant briefed the participants about the information
 
collected on the subject and informed them that he was making
 
an attempt to convince all the concerned officials including
 

the Auditor General that the right course was to retain the
 

non-lapsable character of the PLA. He, however, expressed the
 
view that the alternative of letting the PLA lapse and obtain

ing the funds through the Supplementary Grant in the first
 
week of July equally served the purpose of quick flow of
 

funds. 
 The officials of USAID expressed a general disappoint
ment regarding the view taken by the Auditor General and felt
 
that it was a breach of the contractual obligation.
 

5.11. 	Meeting with the Additional Secretary (Expenditure) and Deputy
 

Auditor General
 

The Consultant visited the office of the Additional Secretary
 

(Expenditure) Ministry of Finance 
on June 9, 1991 to discuss
 
the constitutional position regarding the non-lapsable charac
ter of 
the PLAs opened by the Provincial Governments of 

N.W.F.P. and Balochistan. Mr. Khalid Rafiq - Deputy Auditor 
General was also present. The Consultant drew the attention of 
the participants to the Memorandum on 'Operation of Personal 

Ledger Accounts' dated August 7, 1989 (Annexure - 5) which 
clearly stated that if the 
source 	of funding is not the
 
Government Budget i.e. PLA contains non-governmental funds, 

then the 
balance would not lapse on June 30, notwithstanding
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whether the 
fund is operated by a Government servant or 
a
 
private person. The Consultant also pointed out that Article
 
43 of 
the Audit Code (Annexure - 3) permitted non
lapsability of the PLA when the funds originated from outside 
agencies. Mr. Khalid Rafiq argued that once the foreign 
 funds
 
were 
included in the budget of a financial 
year and became
 
a part of the Consolidated Fund, 
the amount which was not
 
spent during the year was bound 
to lapse on June 30 
of that
 
year. A study of the provisions of the Constitution indicated
 
that it was 
a matter of interpretation and that was 
why the
 
Ministry of Finance had to seek the advice of Ministry of Law.
 
It was not disputed that a large number of Personal Ledger Ac
counts were made non-lapsable 
on the basis of an earlier in
terpretation that there was no constitutional bar.
 

5.12. 
A detailed discussion took place. The advice of the Additional
 
Secretary (Expenditure), Ministry of Finance 
 and Mr. Khalid
 
Rafiq, Deputy Auditor General, was that it would not now be
 
possible to give non-lapsable character to the two PLAs. They
 
were of the view that the route followed by the N.W.F.P.
 
Government to provide the lapsed portion of 
the 1991 PLA in
 
the next 
year budget through a Supplementary Grant was the
 

right route.
 

5.13. 
 It was stated by the Additional 
Secretary ( Expenditure ), 
Ministry of Finance that so far as GOP was 
concerned, it had
 
provided 
in the year 1990-91 Rs.
under Demand No.152 

991,933,000 as grant to the Provincial Governments of N.W.F.P.
 
and Balochistan 
for 
Primary Education Development Projects.
 
This amount has been passed on to the Provincial Governments.
 
It was for 
the Provincial Governments 
to spend this amount
 
during the current year. If it is not spent on the Projects by

June 30, 1991, they should provide the lapsed amounts through
 
Supplementary Grants in the next financial year's budget.
 

5.14. 
On the issue of making a 'block allocation' mentioned in the
 
last paragraph of the minutes of the meeting held on April 13,
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1991 (Annexure-1 page/4), the concensus was that it was not a 
practicable proposition because if the allocation was made in 
the current year - 1990-91, it would lapse on June 30,1991 and 
that it was not possible to complete all the formalities by 
June 30, for including the allocation in the next year's ADPs. 

5.15. Discussion with the Chief Secretary and Accounts Officer AG's 

office, Balochistan. 

The Consultant discussed on telephone the status of the PLA in 
Balochistan for the PED Program with the Chief Secretary, 
Government of Balochistan - Mr. Javed Talat - in the light 
of advice given by Dr. Sarah Tirmazi, Chief Economist, HRD in 
her Memorandum dated June 5, 1991 (Annexure-12). The Chief 
Secretary informed the Consultant that the amount not spent on I 
the PED Program during 1990 - 91 was likely to lapse on June Tl N, C" 
30, 1991. He, however, assured the Consultant that there would 
be no difficulty in reviving it and that the Provincial 
Government would provide the unspent balance for expenditure 
on the PED Program through a Supplementary Grant in the first 
week of July, 1991. 

5.16. The Consultant also discussed, on telephone, the status of the 
PLA in Balochistan with Mr. Mohammad Rashid, Accounts Officer, 
AG's Office. He informed the Consultant that the account was 
non-lapsable in Balochiotan. It was likely to be changed to a 
lapsable one under the latest instructions from the Auditor 

General. 
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TAKEN BY GOP, AND PROVINCIAL GOVERNMENTS
 



6.1 Description and enumeration of steps to be taken by GOP
 

The first Sector Grant of $ 24 
 million was received in June,
 
1990 and the second Sector Grant of $ 20 million in January,
 
1991. GOP was required to transfer these 
funds to the
 

Provincial Governments of N.W.F.P. 
and Balochistan. GOP has
 
already completed the necessary formalities by providing Rs.
 
991,933,000 through a Supplementary Grant in the year 1990 -91
 

at the average conversion rate of 
Rs. 22.54 per dollar.
 
(Annexure-ll). No other step is required to be taken by GOP.
 

6.2. As the Federal Government 
has already made the budgetary
 

provision of Rs.991,933,000, further action has to be taken by
 
the Provincial Governments. The Provincial Governments have to
 

transfer, in the financial year 1991-92, 
to the PLAs of the
 
PED Program their respective shares of the unspent amounts out
 
of the first installment of $ 24 million as under:-


Total Amount Spent *Unspent Amount
 

Government of
 

N.W.F.P. Rs.347,172,800 
 Rs.70,000,000 Rs.277,172,800
 

Government of
 

Balochistan Rs.173,586,400 Rs.36,721,506 
Rs.136,864,894
 

6.3. Steps to be taken by the Government of N.W.F.P.
 

Under letter No.4-77/BO-IX/FD/90-91/Vol:V dated May 26, 
1991
 

(Annexure-lO) the Finance 
Department, Government 
of N.W.F.P.
 
has already confirmed that the 
amount surrendered by the
 
Education Department, Government of N.W.F.P. 
during the year 
1990 - 91 amounting to Rs.277,172,800 would be provided
 
through a Supplementary Grant during the financial year 1991
92. It will have to be ensured that in the first week of July,
 

1991 the unspent balance is actually deposited in the PLA.
 

Following steps will be necessary:
 

* Estimated balances of the two PLAs by June 30,1991. 
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6.3.1. Education Department will seek sanction 
from the
 

Finance Department for a Supplementary Grant of Rs.
 

277,172,800.
 

6.3.2. 	Finance Department will issue the sanction for the Sup

plementary Grant.
 

6.3.3. 	The amount will be deposited in PLA through a cheque.
 

6.4. 	 Steps to be taken by the Government of Balochistan
 

The Government of Balochistan will have to take the following
 

steps 
in order to ensure that the unspent balance is actually
 
deposited in the PLA in the first week of July, 1991:

6.4.1. 	Education Department will seek 
 sanction from the
 

Finance 
 Department for a Supplementary Grant of
 

Rs.136,864,894.
 

6.4.2. Finance Department will issue the sanction for the Sup

plementary Grant.
 

6.4.3. 	The amount will be deposited in PLA through a cheque.
 

6,5, 	 For the second installment of $ 20 million, 
GOP has already
 
issued vide Finance Division's U.O.No.F.l(8)-PF.V/90-559 dated
 
May 12, 1991 a Supplementary Grant ( Technical 
) of Rs.
 
471,174, 000 under Demand No.152 
(Annexure-6). The Economic
 

Affairs Division has stated in its Memorandum No. 11(1)US-VI-

P/91-VII dated May 20, 
1991 (Annexure-7) that the province

wise break-up will be decided by USAID on the basis of perfor

mance during the year 
1990 - 91 to be evaluated by a team of 
the officials of USAID. No further action is called for on the 

part of GOP and the Provincial Governments until the evalua

tion is carried out by USAID. On clearance by USAID, the steps
 

enumerated in paragraph 6.4. will have to be taken.
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7. Conclusion
 

7.1. 
 On the basis of Constitutional provisions, 
Article 43 of the
 
Audit Code, other 
 relevant documents and discussion with the
 
concerned officials of GOP, State Bank of Pakistan, Government
 
of N.W.F.P and Government of Balochistan, the Consultant had
 
recommended in 
his Study, 
dated March 21, 1990, a Personal
 
Ledger Account each 
in N.W.F.P. and 
Balochistan 
with non
lapsable status for 
smooth 
flow of funds under the Primary
 
Education Development (PED) Program.
 

7.2. 
 The Auditor General of Pakistan has now held that the two PLAs
 
are lapsable. He has argued 
 that once the foreign funds 
are
 
included in the budget and become 
a part of the Consolidated
 
Fund, the amount which is not spent during the financial year
 
is bound to lapse on June 30 
of every financial year. The
 
study of the provisions of the Constitution indicated that it
 
was a matter of interpretation. Notwithstanding the fact that
 
a large number of PLAs were made non-lapsable on the basis of
 
earlier interpretation of the constitutional provisions, it is
 
not possible now to revive the non-lapsable character 
of the
 

two PLAs.
 

7.3. The alternative of making a 
provision in the 
ADPs of the two
 
provinces 
in the form of 
'block allocation' 
for the foreign
 
aided projects (Annexure-1) is 
not a practicable proposition 
due to the reasons that if the allocation is made in the cur
rent year - 1990-91, it will lapse on June 30, 1991 and that
 
it is not possible to complete all the formalities by June 30,
 
for including the allocation in the next year's ADPs.
 

7.4. 
 The factual position is that GOP has passed on 
the funds to
 
the Provincial Governments. It is not, therefore, possible for
 
it to return the 
funds to USAID. It 
is now for the the
 
Provincial Governments to provide the 
lapsed portion of the
 
1991 PLAs in next 
year's budget through Supplementary Grants.
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The present PLAs should not 
be closed on June 30, 1991 when
 

their balances become zero so 
that the time-consuming exercise
 
of opening new PLAs is 
avoided. The amounts sanctioned 

through the Supplementary Grants should be deposited in the 

PLAs in the first week of July, 1991. If there are unspent 
amounts in the PLAs at the close of financial year 1991 - 92, 

the procedure laid down in chapter 6 for reviving the balance 
amounts should be followed during the financial year 1992 -93. 
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Annexure 	- 1 

GOVERNMENT OF PAKISTAN
 

FINANCE DIVISION
 

(BUDGET WING)
 

No.F.4(18)-B(S)/88-59

2/91 Islamabad, 
May 16, 1991.
 

To
 

Mr. Abdul Samad Khan,
 

Deputy Secretary (Budget),
 

Government of N.W.F.P.,
 

Peshawar.
 

SUBJECT: 	NON-LAPSABLE PERSONAL LEDGER ACCOUNT FOR PRIMARY EDU-

CATION DEVELOPMENT PROGRAMME SPONSORED BY THE USAID.
 

Please refer to your telex No. S.O.R. III(FD) 6-2/90 (1) dated
 
30.4.1991, and Auditor General of Pakistan letter No.123-AC.II
 
/1-59-B/87 Vol.IV dated 29.4.1991 on the subject noted above.
 

A copy of the minutes of the meeting held on 13.4.1991 in 
Finance Division is enclosed herewith for information and 

~q~mry 494t 

Sd/

(Muhammad Ramzan)
 

Deputy Secretary (BR)
 

Copy alongwith a copy of minutes is forwarded for information
 

and guidance to:
 

1. Deputy Secretary Finance
 

Government of the Punjab
 

Lahore.
 

2. Deputy Secretary Finance
 

Government of Sindh
 

Karachi. 
 (27)
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3. Deputy Secretary Finance
 

Government of Balochistan
 

Quetta.
 

4. Joint Secretary (PF)
 

Finance Division
 

5. Mr. Mohammad Asif Zaman Ansari, Deputy Secretary, EAD, with
 
reference to our O.M. No. F.5 
(7)-B ( S ) / 91 - 576 dated 

May 13, 1991. 

6. Copy to File No. 5(7)-B(S)/91.
 

Sd/

(S. A. H. Naqvi)
 

Section Officer
 

Phone: 829346
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MINUTES OF THE MEETING 
 ELD ON 13TH APRIL, 1991 IN THE OFFICE
 
OF A.F.S. 
(BUDGET) TU CONSIDER THE ISSUES OF LAPSABILITY
 

DEVELOPMENT FUNDS.
 

In pursuance 
of the country implementation review
 
meeting held with the World Bank on 9. 3. 1991, 
a decision was
 
taken that 
Budget Wing of the Finance Division would hold 
a
 
meeting with the representatives of Provinces, EAD, Auditor
 
General of Pakistan and the World Bank to discuss the issues
 
in connection with the lapsability of development funds in
 

respect of the World Bank financed projects.
 

2. In accordance with the above decision, the AFS
 
(Budget) held a meeting on 13. 
4. 1991 in his office at 9.30
 
A. M. The Provinces except Balochistan were represented by the
 
Chiefs (Foreign Aid) P & D Departments/Boards. The Balochistan
 

Government did not 
send any representative. Auditor 
General
 

was represented by Mr. Khalid Rafiq (DAG) and World Bank by
 
Mr. Amanullah Project Advisor. Mr. A. Z. Ansari, D. S. repre

sented EAD.
 

3. The representative of the World Bank Resident Mission
 
expressed Bank's concern on 
the utilization of the funds
 
released by the World Bank in the Special Account by the
 
Project Directors became of 
the non availability of the 
Government counter part funds, in the PLAs which lapse- with 
the end of every financial year. He stated that the solution
 
to this problem lies in declaring the counter part funds in
 
the PLAs non-lapsable, so that 
the availability of counter
 
part GOP funds is 
assured to hProject Directors and the
 
Projects donot suffer from 
 undue delay for want of re

allocated funds in new financial years.
 

4. Mr. Khalid Rafiq (DAG) produced extracts of Ar
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ticle 80, 
120 and 85 of the Constitution, Article 43 of 
the
 
Audit 
Code and various 
other Government instructions 
which
 
sought to establish that any funds left out on the termination
 
of the particular financial year were 
lapsable and " any ad
vice to make the funds non-lapsable is against the spirit of 
Parliamentary control".
 

5. A.F.S.(Budget) observed that 
the problem appears
to have been created because of creation of PLA for counter
 
part funds for 
various projects. He observed that the best
 
course would be to follow the 
same practice as 
was done for
 
other expenditures wherein 
 the funds lapse with the end of a
 
financial year but payments 
are authorized by audit for 
the
 
first two months in the new fiscal year on the basis of pre
vious expenditures. 
In this connection DAG also 
referred to
 
the arrangements agreed by them and the Ministry of Finance in
 
connection with ADB financed projects wherein it was decided 
that the amount representing anticipated expenditure during 
2/3 months period at the beginning of each financial year may

be retained out of Government funds in Imprest Accounts and 
adjusted after the same was shortly released by the Finance 

Division in the next financial year.
 

6. After some discussion, it was agreed that the
 
Provincial 
Governments 
should 
make a lumpsum provision in
 
their respective ADPs as 
 'block allocation' for the foreign
 
aided projects and A. G. Office would issue suitable instruc
tions to all concerned that the funds 
surrendered in 
a par
ticular year in the PLAs would be made available against the
 
'block allocation' 
in the new financial year till 
budgetary
 
releases are authorized. Provincial representatives agreed to
 
this course 
of action and promised to take it up with their
 
respective P &.D and Finance Departments.
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CONSTITUTION OF THE ISLAMIC REPUBLIC OF PAKISTAN 

80. (1) The Federal Government shall, in respect of every finan

cial year, cause to be laid before the National Assembly a 
statement of the estimated receipts and expenditure of the 

Federal Government for that year, in this Part referred to as 

the Annual Budget Statement. 

(2) The Annual Budget Statement shall show separately 

(a) the sums required to meet expenditure described 

by the Constitution as expenditure charged upon 

the Federal Consolidated Fund; 

(b) the sums required to meet other expenditure pro

posed to be made from the Federal Consolidated 

Fund; 

and shall distinguish 

other expenditure. 

expenditure on revenue account from 

85. 

Votes 

on ac-

count. 

Notwithstanding anything cdntained in the foregoing provisions 

relating to financial matters, the National Assembly shall 

have power to make any grant in advance in respect of the es
timated expenditure for a part of any financial year, not ex
ceeding four months, pending completion of the procedure 

prescribed in Article 82 for the voting of such grant and 

the authentication of the schedule of authorized expenditure 

in accordance with the provisions of Article'83 in relation to 

the expenditure. 

120. 

Annual 

Budget 

(1) The Provincial Government shall,in respect of every finan

cial year, cause to be laid before the Provincial Assembly a 
statement of the estimated receipts and expenditure of the 
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State-
 Provincial Government 
for that year, in this Chapter referred
 
meit. 
 to as the Annual Budget Statement.
 

(2) The Annual Budget Statement shall show separately 

(a) the sums required to meet expenditure described
 
by the Constitution as expenditure charged upon
 
the Provincial Consolidated Fund; and
 

(b) the sums 
required to meet other expenditure pro
posed to be made from the Provincial Consolidated
 

Fund;
 

and shall distinguish expenditure 
on revenue account from
 
other expenditure.
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GENERAL PRINCIPLES AND RULES OF AUDIT
 

Accounting of Transactions pertaining to Reserves and Reserve
 

Funds.
 

43. 
Any device of rendering grants non-lapsing by withdrawing
 
amounts to 
a fund is contrary to the strict theory 
of Par
liamentary financial control. But if such a course is adopted
 
with the cognizance and approval of the Legislature Audit can
not 
make any demur. Subject to this fundamental condition,
 
Reserves or Reserve Funds 
may be constituted by the Central
 
and 
Provincial Governments under any statutory provisions 
or
 
otherwise, either by allotment of 
sums from the revenues of a
 
year or series of years or 
from grants or contributions made
 
by other Governments 
or outside agencies, with the 
object of
 
expending the moneys accumulated in the funds on the specific
 
and particular purposes for which they have been constituted.
 
The 
procedure of accounting for transactions pertaining to
 
such funds will ordinarily be determined by the procedure fol
lowed in budgeting for these transactions. It shall, however,
 
be the duty of Audit to see 
that the procedure adopted in
 
budgeting and accounting for such transactions generally con
forms to the principles mentioned in this Article 
and where
 
departures are made 
from these principles, to suggest to the
 
Executive Government the desirability of following them. 
The
 
Reserves or Funds referred to may be classified under the fol
lowing three categories according to 
the sources 
from which
 
they are fed:

i. funds accumulated 
from grants made by another
 
Government and at times aided by public subscrip
tions 
 e.g., Fund formed from subvention from the
 
Central Road Fund; Fund for Economic Development
 

and improvement of Rural Areas;
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ii. funds accumulated from 
sums set aside by the
 
Central or 
Provincial Governments from 
revenues
 
to provide reserves purposes, e.g., 
the various
 
Depreciation or Renewals Reserve Funds created in
 
respect 
of commercial departments and
 

undertakings;
 

iii. funds accumulated from contributions made by out
side agencies 
to the Central 
or Provincial
 
Governments, e.g., deposit account of grants made
 
by the Imperial Council of Agricultural Research
 

in the undivided India
 

(3) The method of accounting which, having regard to the
 
aforesaid principles, 
should be applied to the three classes
 
of funds mentioned in clause (1) above will be as follows:

i. Funds accumulated 
from grants made by another 
Government. - The grants by another Government
 
will in the first instance be taken 
to the
 
relevant head in the Deposit 
Section of the ac
counts of 
the Government 
to which the grant is
 
made. The expenditure from the grants 
accumu
lated in the fund, where the Government making 
the grants has not reserved any control to it
self, will be entered under the relevant Service 
head of expenditure while an equivalent amount
 
will be transferred to the corresponding Revenue
 
head of account by debit 
to the Deposit head to
 
which the grants were originally taken. In cases
 
where the other Government desires to retain some
 
measures of 
control over expenditure from the
 
grants made by it 
the procedure described in
 
(iii) below will be followed.
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ii. Central and Provincial Funds fed by Central 
and 
Provincial Reserves respectively - The amounts 
voted by the Legislature for transfer to the fund 
are taken to the Deposit head reserved for the
 
purpose. A second vote 
for expenditure from the
 
fund is not necessary but in order to bring the
 
expenditure from the fund into the Appropriation
 
Accounts, it 
should be accounted for under the
 
relevant Service 
head and an equivalent amount
 
transferred from the Deposit head concerned.
 
Where, however, the Legislature doesnot desire to
 
retain any detailed control 
over the expenditure
 
from the fund, the expenditure may be adjusted by
 
direct debit to the fund.
 

iii. Funds fed by grants by outside agencies - The
 
grants received from an outside agency will be
 
taken to the appropriate head in the Deposit Sec
tion of accounts. In cases where outside agencies
 
retain control over the expenditure from the
 
grants mad-- by them 
the expenditure from these
 
funds is adjusted direct against the Deposit head
 
under which the grants have been credited. If the
 
outside agencies exercise no 
such control, then
 
the expenditure will 
be entered under the
 
relevant Service major head while 
an equivalent
 
amount 
will be transferred to the corresponding
 
Revenue head of account by debit to the Deposit
 

head.
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EXTRACT OF THE LETTER DATED THE 8TH MAY,1990 ADDRESSED TO tR.
 
SAAD ASHRAF, JOINT SECRETARY, ECONOMIC AFFAIRS DIVISION
 

MINISTRY OF FINANCE AND ECONOMIC 
AFFAIRS
 

B. Details of the PLA Account
 

1. A Personal 
Ledger Account (PLA), 
both in N.W.F.P. and

Balochistan, 
with a non-lapsable status shall 
ensure smooth
 
flow of funds for the Program. These accounts shall be audited
 
by the Auditor General of Pakistan. The administrative units
 
controlling the PLAs shall employ qualified Accounts Officers
 
to maintain the 
accounts properly. The dollar check received
 
by the Finance Division shall be 
sent to the State Bank of
 
Pakistan, Islamabad as 
soon as 
it is received.* After writte,,
 
concurrence of A.I.D., 
a telex shall be sent to the State Bank
 
of Pakistan, Peshawar and Quetta advising the said Bank to ar
range credit for the check to the Personal Ledger Account of,
amongst others, Project Director, per contra a debit to the
Federal Government Account. The administrative ministry
(provincial education department) 
shall then be advised that
 
on receipt of credit advice from the State Bank of Pakistan 
against a check, formala non-cash sanction shall be issued 
for carrying out necessary entries in their accounts.
 

* If this arrangement causes delay in clearance or collection 
process of the dollar check, the USAID and the GOP may agree
to use alternate procedure for transfer of dollar funds to the
 
GOP.
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OFFICE OF THE AUDITOR GENERAL OF PAKISTAN
 

CENTRAL GOVT:OFFICES 
 BUILDING GULBERG-III 

LAHORE 

NO.239-1.Ac.II/P/87 
 Dated 7.8.1989.
 

SUBJECT: PERSONAL LEDGER ACCOUNTS.
 

Kindly refer to this office circular Memorandum No. 165-1-Ac

II/P/87 dated 13..1989.
 

2. 
 A number of questions have been raised by Accountants
 
General and the 
account holders. 
The various points involved
 
in the operation of PLAs have been examined and a memorandum
 
of the decisions arrived at is enclosed for your guidance and
 

implementation.
 

Sd/-


Deputy Auditor-General 
(A&P)
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OFFICE OF THE AUDITOR GENERAL OF PAKISTAN,
 

GULBER-III, LAHORE
 

Dated 7.8.1989.
 

Memorandum
 

on
 

Operation of Personal Ledger Accounts.
 

In determining whether a Personal Ledger Account opened
 

under rule-623, Federal Treasury Rules, Vol-I is lapsable or
 

not, the following factors have been taken into account:
 

a) Source of funding the PLA.
 

b) Nature and purpose for which PLA was opened.
 

c) Name of person or department operating PLA.
 

2. The following principles will be applicable for deciding
 

whether or not 
a PLA should lapse at the end of a financial
 

year:
 

1. 	 If the source of funding is not the Government Budget
 

i.e. PLA contains non-governmental funds, then the
 

balance would not lapse on 30 June, not withstanding
 

whether the fund is operated by a Government servant or
 

a private person.
 

The balance would, however, lapse in this case. If it is
 

so stated in the purpose of opening the fund.
 
I 

2. 	 If the source of funding is Government Budget, the
 

balance on 30th June will lapse, except if the purpose
 

of fund is to finance operation of a non-governmental
 

organization not withstanding whether the operator of
 

PLA is a Government servant or a private person (e.g.
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official of a local body, corporation etc.).
 

Examples:
 

a) Non-governmental funds such 
as funds of interna

tional agencies, autonomous bod.ies etc. kept in PLA
 

are not lapsable.
 

b) In case of matching grants or scheme partly contri

buted by the Government 
from its budget, the
 
unspent balance of Government contribution will
 
lapse 
on 30th June. The example of such a case is
 

PLA of Director General, Katchi Abadi for pilot
 
project of Urban Basic Services partly financed by
 

Government budget and partly by UNICEF.
 

c) Social Welfare Department of Punjab Government has
 

an organization named "Sehat Zar". 
It was started
 
with a PLA of Rs.65,000/-. It runs 
on commercial
 

basis and is income generating. Its PLA 
has in

creased to Re. 544,780/- on 30.6.1989. This PLA
 

is not lapsable 'as now the source of funding is not
 

government budget but profits from the scheme.
 

d) Jahez 
fund is financed by Government from its
 

budget and its PLA is 
operated by Deputy Commis

sioner and Assistant Director 
 Social Welfare in
 
the Punjab for providing aid to poor marriageable
 

girls. The balance on 30th June would lapse as the
 

fund is provided from Government budget and is
 

operated by a Government Department.
 

e) 
The balance in PLA of Deputy Commissioner in which
 

grant -in-aid for a Darul-aloom was given from
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government budget and it was not spent till 30th
 

June would not lapse as the purpose of PLA is
 

financing of a non-governmental institution.
 

f) PLAs to house sherriff's Petty Account, Court of
 

Ward's funds, Judges small Causes Courts --- and
 

prisoners private property account 
will not lapse
 

as source of funding is not government budget.
 

3. As the funds in PLA were not being reversed in previous
 

years and the decision to enforce the rules was taken late in
 

June, 1989 it will be advisable that the amount of definite
 

liability incurred upto 30th June, 1989 should not lapse. Ac

cordingly, payment of salaries of 
staff for the period upto
 

30th June, 1989 which is an essential liability will have to
 

be made and the amount for this purpose should not lapse on
 

30th June, 1989.
 

The amount of other liabilities such as supplies or

dered and contract granted, on production of evidence, would
 

not lapse on 30th June, 1989 as a one time concession.
 

4. If delay in the releases to PLA is expected by the Ac

count Holder, the payment on on-going projects may be allowed
 

for 2 or 3 months after 30th June, equal to the budget
 

releases of previous year during that period, 
on the request
 

of an Account Holder, on the analogy of payment of salaries
 

and other charges made in July and August to the Government 

Departments in anticipation of budget vide Rule 87 GFR Vol-I. 
The payments so made will be adjusted against the budget
 

provision, when received in due course.
 

5. The amounts of PLA lapsed on 30th June to a Reserve
 

Fund or a Deposit Head may be re-transferred to the PLA when a
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sanction transferring 
the amount from Reserve Fund/Deposit
 

Head to the PLA is received.
 

6. 
 In the case of accounts of 1988-89, if June account
 
has been submitted by a Treasury Officer and a re-transfer of
 
fund to PLA is necessitated to meet a liability (after balance
 
in PLA has been reversed) it would be made by the Accountant
 
General and intimation given to Treasury Officer 
/ District 
Accounts Officer to correct his record. 

7. All reversals of the balances from PLAs should be
 
finalized latest in the June (Final) accounts which is closed
 
by 15th September.
 

8. 
 The issue of old PLAs which are 
lying dormant for a
 
number of year 
 may be taken up with the respective govern
ments for winding up of such PLAs.
 

Sd/-


Assistant Auditor-General (A/Cs)
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GOVERN14ENT OF PAKISTAN
 

FINANCE DIVISION
 

( P. F. WING )
 

SUBJECT: SUBMISSION OF TU SCHEDULE OF SUPPLEMENTARY GRANT 
(TECHNICAL) FOR THE FINANCIAL 
YEAR 1990 - 91 UNDER 

DEMAND NO. 152 DEVELOPMENT EXPENDITURE OF FINANCE 
DIVISION
 

Schedule of Supplementary Grant (Technical) of Rs. 471,
 
174,000 under Demand No.152-Development Expenditure of Finance
 
Division for the year 1990-91 
as approved by the competent
 
authority, is sent herewith for further necessary action.
 

2. The above Supplementary Grant (Technical) will,
 

however, be met as under:-


Primary Education Development
 

in N.W.F.P. and Balochistan 
 Rs.471,174,000
 

3. The Province-wise break-up will be provided as and when
 
received from the concerned Section (B & S)
 

Sd/

(Mukhtar Ahmad Bhatti)
 

Section Officer
 

R.0. (Supplementarvl/A.O.(B), Finance Division, Islamabad.
 
Finance Divn's U.O.No.F.1(8)-PF.V/90-559 dated 12.5.1991
 

Copy forwarded for information to:

1. D.S (Budget), Finance Division, Islamabad.
 

2. D.S (BR), Finance Division, Islamabad.
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3. A. G. P. R., Islamabad.
 

4. S.Os PF.I, PF.III and PF.IV, Finance Division, Islamabad.
 

Sd/

(Mukhtar Ahmad Bhatti)
 

Section Officer
 

Phone 829406
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DEMAND NO.152
 

DEVELOPMENT EXPENDITURE OF
 

FINANCE DIVISION
 

(See page 214 of Original Demand)
 

Original Grant 
 Supplementary Total Grant
 

1990 - 91 
 Grant 1990-91 1990 -91
 

Total 
 1,248,000 471,174,000 472,422,000
 
Charged 
 Nil 
 Nil 
 Nil
 
Other than Charged 1,248,000 471,174,000 472,422,000
 

Function-cum-Object Classification of Supplementary Grant
 
(Technical) 
for the Ministry of 
Finance and Economic Affairs
 

(Finance Division).
 

70000-DEBT SERVICING INVESTIBLE FUNDS AND GRANTS
 

74000-'GRANTS & SUBVENTIONS
 

74100-TO PROVINCES
 

(Re)
 
7 4 1 0 0
-60000-Transfer Payment 
 471,174,000
 
74100- 6 4000-Grants 
 471,174.000
 
74100-Total Grants & subventions 471.174,000
 

Represents expenditure on account of grant 
for Primary Educa
tion Development 
in N.W.F.P. and Balochistan contributed by
 

the USAID.
 

Details of recoveries adjusted in the accounts in reduction of
 

expenditure.
 

Amount met 
from Foreign Aid Deposit Account 
(-) 471,174,000 

provided by US AID.
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GOVERNMENT OF PAKISTAN
 

(ECONOMIC AFFAIRS DIVISION)
 

No.11(1)US-VI-P/91-VII 

Islamabad, 
May 20, 1991
 

SUBJECT: PRIMARY EDUCATION DEVELOPMENT PROGRAMME.
 

The undersigned is directed to refer to O.M. No.F.4(18)
B(S)/88-588/91 dated 12-5-1991 on the above noted subject.
 

The USAID have
2. informed that the province-wise

break-up of US 
$ 20 million will be decided by them on 
the
 
basis of preceding year's performance. For the purpose a team
 
will 
visit the provinces and evaluate the performance. 
This
 
exercise will 
take sometime 
and the alJ.ocation 
for the
 
provinces cannot be intimated now.
 

Sd/-


Mrs. Nargis Sethi ) 

Section Officer
 
Finance Division
 

(Budget Wing)
 

(Mr. S. A. H. Naqvi, S.O.)
 

Islamabad.
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GOVERNMENT OF N.W.F.p. 

EDUCATION DEPARTMENT 

No.CPO/SOI/3-4/PEDP 

Dated Peshawar, the 19.5.1991
 

To
 

The Director Primary Education
 

Hayatabad
 

Peshawar.
 

SUBJECT: FIVE PERCENT INCREASE IN 
THE BUDGET ALLOCATION FOR
 
PRIARY DUCATIONIN N.w.F.p. FoR 1991 - 92 

I am directed to refer to the subject cited above and to in
timate that as 
per condition of the agreement signed between

the Government of 
Pakistan 
and USAID for Primary Education
 
Development Programme (PEDP) 1989-90 the five percent increase
 
in the budget allocation for PEDP for 1991-92 has been ensured
 
by the Finance Department.
 

Sd/

(Mohammad Ashraf)
 

Statistical Officer -I
 

Copy to Mr. 
Anwarul Haq, Budget Officer -IX, 
Government of
 
N.W.F.P., Finance Department, N.W.F.P., Peshawar.
 

Sd/

(Mohammad Ashraf)
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DEPARTMENT OF THE
 

AUDITOR-GENERAL 
OF PAKISTAN 

GULBERG III, LAHORE - II 

No.123-AC.II/1
59-B/87 Vol.IV 
 Dated 29.04.1991
 

To
 

Mr. Abdus Samad Khan
 
Deputy Secretary (Budget),
 
to the Government of N.W.F.p.,
 

Peshawar.
 

SUBJECTS NON-LAPSABLE PERSONAL LEDGER 
ACCOUNT 
FOR EDUCATION
 
DEVELOPMENTPROGRAMME SPONSORED BY THE USAID.
 

Please refer to 
your No.4-77/BO.IX/FD/90-91/VoI.V, 

dated
 

16.03.1991 addressed to Mr. M. A. Lodhi Additional Secretary,

Finance Division and copy to this office.
 

2. 
 The US Aid for the implementation of the Primary
Education 
Development 
(PED) Programme 
in N.W.F.p.
Balochistan 
is provided 
and
 

to the Government 
of Pakistan
released through the 
and
 

Government budget. 
The funds t'en are
placed in Personal Ledger Accounts. All moneys placed in Personal Ledger Accounts would, therefore, lapse as per provision
of the Constitution unless 
so allowed by the Legislature. Attention is 
also invited to the fact that money placed in
Reserve/Deposit Fund (a), 
which are non-lapsable, should also
be with the prior knowledge / consent of the Legislature.
 

3. 
 It is, therefore, regretted that the Personal
Ledger Account(s) 
 in question 
 cannot 
 be treated as nonlapsable. 
The solution 
of the problem would 
be to provide
money lapsed 
to the Reserve / Deposit Fund(s) through an ex
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ecutive order in the next year. This solution was agreed to in
 
a meeting held on the subject in Finance Division on 13.04.91.
 

Sd/

(Mrs. Tanweer Hamid)
 
Asstt: Auditor-General (A/Cs.)
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IMMEDIATE GOVERNMENT OF NWFP
 

FINANCE DEPARTMENT
 

No.4-77/BO-IX/FD/90-91/Vol:V. 

Dated Peshawar May 26,1991.
 

To
 

The Secretary to Government of NWFP,
 

Education Department, Peshawar.
 

SUBJECT: CASE FOR 
THE RELEASE 
OF SUPPLEMENTARY 
GRANT FOR
 
PRIMARY EDUCATION DEVELOPMENT PROGRAMME SPONSORED BY
 

USAID.
 

Sir,
 

I am directed 
to refer to 
your Department letter No.
 
CPO/SOII/3-4/PEDP, dated 26.5.1991, and this Department letter
 
of even N. dated 20.5.1991 
on the subject noted above and to
 
state that 
Finance Department on reconsideration, 
agrees to
 
the supplementary grant of Rs.70,000,000/- during 1990-91 in
stead of Rs.347,172,800/- already authorized vide this Depart
ment substituted letter of even No. 
dated 30.10. 1990. 
The
 
balance amount 
of Rs.277,172,800/-
 offered for surrender by

the Department is hereby accepted and will be provided through
 
supplementary grant during the next financial year.
 

I am 
further directed to request that the details of Rs.
 
70,000,000/- , may please be supplied to audit office as well
 
as to this Department immediately.
 

Yours Obedient Servant,
 

Sd/-


Anwarul Haq Safi
 

Budget Officer - IX
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Endorsement No.4-77/BO-IX/FD/90-91/Vol.V, dated 26.05.1991.
 

Copy forwarded for information and necessary action to the Ac
countant General NWFP, Peshawar with reference to this Depart
ment endorsement of even 
No. dated 20. 5. 1991 and 
to state
 
that the surrender offered by the Department during the 1990
91 amounting to Rs. 277,172,800/- has been accepted and will
 
be provided 
in the Budget Estimate 1991-92. The 
funds
 
authorized in the PLA of the Director Primary Education NWFP
 
may be reduced from Rs. 347,172,800/- to 
Rs. 70,000,000/-.
 

Please acknowledge the receipt.
 

Sd/-


Budget Officer - IX
 
Endorsement No. & Date as above.
 

Copy forwarded for information to
 

1) Dr. Abdul Aziz 
Khan, Primary and Non-Formal Education,
 
Ministry of Education, Government of Pakistan, Shamsial
 
Awan Plaza, Blue Area, Islamabad.
 

2) Secretary to the Government of NWFP, Planning 
& Develop

ment Department, Peshawar.
 

3) 
 Director Primary Education, Hayatabad, Peshawar.
 

Sd/-


Budget Officer - IX
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DEMAND NO. 152
 
DEVELOPMENT EXPENDITURE OF FINANCE DIVISION
 

(See page 214 of Original Demands)
 

Original Grant 
 Supplementary 
 Total Grant
 
1990 - 91 
 Grant 1990-91 1990 -91
 

Re. 
 Rs. 
 Re.
 

Total 
 1,248,000 
 1,668,862,000 
1,670,110,000
 
Charged 
 Nil 
 Nil 
 Nil
 
Other than Charged 1,248,000 1,668,862,000 1,670,110,000
 

Function-cum-Object Classification of Supplementary 
 Grant for
 
MINISTRY OF FINANCE AND ECONOMIC AFFAIRS (FINANCE DIVISION).
 

70000-DEBT SERVICING INVESTIBLE FUNDS AND GRANTS
 
74000-GRANTS & SUBVENTIONS
 

74100-TO PROVINCES
 

7 4100-60000-Transfer Payment 
(Re)
 

1 243,862,000
 

74100 Total To Provinces 
 1,243,862.000
 

74200-TO LOCAL BODIES
 

74200-60000 Transfer Payments 
 425,000,000
 

74200 Total To Local Bodies 
 425.000,000
 

74000 Total-Grants and Subventions 
 1,668L862.000
 

Represent grants to various departments of Sindh Government and
 
Local Bodies ( Re. 605,000,000 

from
Technical Surrender 
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Demand No.168 Development Expenditure 
of M/O Local Government
 
and Rural Development 
Peoples Programme), to Hyderabad
 
Municipal 
Corporation (Rs.20,000,000), 
for Rehabilition
 
Programme for areas adversely affected by Afghan Refugee in 
NWFP (Rs.51,929,000) and grant to Provincial Governments of 
NWFP and Balochistan for Primary Education Development Project 
(Rs.991,933,000).
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Date: June 5, 1991
 

From: 
 Sarah Tirmazi, HRD
 

Subject: Meeting with 
Balochistan 
Accountant General (AG),
 

May 29, 1991.
 

To: 
 Files
 

The purpose of the meeting was to find out more concerning the
 
working of the PLA account in Quetta for the PED Program.
 

I asked Mr. Mohammed Yousaf Khattak, the Balochistan AG ( tel:
 
40751 (0) 70757 (h), 
about the PED PLA. I showed him the let
ters we 
had received from 
the education 
and finance depts.

saying that the PLA is non-lapsable. A copy of the letter from
 
finance had been sent to the AG, but he did not recall seeing

it. Moreover, he could not recall having discussed the account
 
at all with the provincial education or finance departments.
 

iowever, 
he said that since the central AG had said that all
 
PLAs should lapse, he would have 
to contact 
the central AG
about this account. However, he was very sure that there would
 
be no 
problem. I mentioned PIL No.8 which 
was signed by EAD

and said that 
the PLA would be non-lapsable. He asked 
for a
 
copy. He said I should get back to him in a few days.
 

Also attending the meeting was Mohammad. Rashid, Accounts Of
ficer, AG's office (tel:41955), who looks after the books for
 
PED.
 

Recommendation: Mr. H. U. Beg needs to contact the Balochistan
 
A.G. and find out the status of the account. If 
same situation
 
as 
in NWFP, then Mr. Beg needs to follow up on the supplemen
tary budget procedure with the Balochistan Finance Department.
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In general, the appropriate documents / assurances from the
 

provinces and the federal government, concerning the PLA funds 
and the $ 20 million, respectively, should be routed to USAID 
by June, 16, 1991, at the latest. USAID should then review the 

documents, and approve if they are satisfactory. 

cc: DSprague, HRD
 

LAButt, HRD
 

HUBeg, Consultant for flow of funds issues
 

File: Baltrip.doc
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