ZILLA ACCOUNTS COMMITTEES

Manual for Review of Accounts and Audit Reports

Districts That Work Project




CONTENTS

. Introduction 1
1.1District Government’s Financial Management Cycle 1
1.2 Functions of ZAC 1

. Financial Reporting 2
2.1 Accounting and Reporting Procedure for Dist@cvernments 2
2.2 Monthly Financial Report 2
2.3 Annual Financial Reports 4

. Auditing 5
3.1 External Audit 5
3.2 Internal Audit 6

. Audit Process 7

. ZAC Review 9
5.1 Status of Accounts 9
5.2 Review of Appropriation Accounts 9
5.3 Review of Monthly Accounts 11
5.4  Review of External Audit Reports 12

55 Case Studies — Audit Paras 13



SECTION1 INTRODUCTION

1.1 District Government’'s Financial Management Cya

The Local Government system has an elaborate systelavolve financial powers to the local

governments. The local governments at differentstibave been given clear expenditure
assignments, spending autonomy and powers to ttaseown revenue by assigning taxes and
user charges to them. A range of budget makingouattng and reporting mechanisms have
been built into the local government system. Thesshanisms come into force through
provisions of the Local Government Ordinance (L&GDP1 and related rules and notifications
that have been made. The multiple checks and bedaace designed to ensure that local
governments are held accountable by their respeCouncils for all the funds that they spend.

The District Government’s Financial Management €yclonsists of the following major
activities.

Budget Preparation and Approval
Budget Implementation

Accounting and Financial Reporting
Auditing

Accountability Review

arwnE

The Zilla Accounts Committee (ZAC) is the key imgtion which allows the elected Zilla
Council to carry out the accountability review, mige oversight function and scrutinize
management of public funds by the District Governtndhis accountability is not just for
adherence to financial regulations but also fordahteomes and impact of the expenditure that
the people’s representatives authorize every year.

1.2 Functions of ZAC

The Zilla Accounts Committee reviews the monthiyhaal accounts of the District Government

and the reports of the Auditor-General of Pakisfagreon. The committee ensures that the
principles of efficiency, economy, and effectivenese followed while spending public money,

the government officials have performed their waiikh due diligence and have complied with

the general principles of financial propriety ame fprescribed financial rules and procedures.
The Committee holds public hearings to evaluateieve and hear objections to monthly and

annual accounts of the District Government, ausgfort of the Auditor-General of Pakistan on

the accounts of the District Government and inteandit reports.

SECTION 2 FINANCIAL REPORTING

2.1  Accounting and Reporting Procedure for DistrictGovernments

Section 114 of the Local Government Ordinance X{ulates that the accounts of receipts and
expenditure of District Government shall be keptsirch form and in accordance with such
principles and methods as the Auditor-General dfid?an may, with the approval of the
President, prescribe. The District Accounts Offidf@AO) or Treasury Officer, where the DAO
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is not in position, shall maintain the accountstloé District Government. A statement of
monthly and annual accounts and such other negestatements shall be placed at a
conspicuous place by the District Government fobliguinspection. The Zilla Accounts
Committee shall hold public hearings in which olbijats to statement of accounts may be heard
and if required, appropriate action may be taken.

The accounts of the District Government are prepasethe District Accounts Officer (DAO).
However, the primary accounting record is kepthyy Drawing and Disbursing Officers (DDO)
within each executive department. Monthly Accoumitghe District Government, prepared by
DAO are in fact preliminary accounts prepared tovjgte available information as early as
possible and to initiate the reconciliation processnual Accounts of the District Government
are certified by the Auditor-General of Pakistan.

The receipts and expenditure details about eachrtieent are to be reconciled/ confirmed by
the department with the DAO. This exercise is atéd at DDO level, who compiles an informal
account and cashbook of the transactions. The cd@iion/ confirmation of monthly
transactions are a continuous exercise to get enrate and error-free picture of the District
Government budget implementation. The exerciseo@gdinated and supervised by concerned
EDOs, in respect of receipts and expenditure facthey are responsible.

2.2  Monthly Financial Reports

The District Accounts Officer (DAO) prepares thentidy accounts of the District Government
on the prescribed format as per Local GovernmegbAots Manual, 2003 and provides it to the
Executive District Officers. The EDO (F&P) placescapy of the monthly accounts on
designated public places, as soon as these accawmtseceived, under intimation to the
Secretary, Zilla Accounts Committee, to invite teats of the people at large, and also provides
a copy to the press.

As per the Local Government Accounts Manual, 2@08,monthly accounting information is to
be provided in the following forms:

Overall Abstract of Accounts (Summary)

Monthly Accounts - Receipts

Summary Monthly Account - By Function

Summary Monthly Account - By Grant

Monthly Account - Public Account

Monthly Appropriation Account of Expenditure

Monthly Appropriation Account - Development Expetude

NouokrwhE

The information contained in some of these formdescribed in the following paragraphs. The
ZAC's role is to review these accounts to ensufieieht use of public funds.

Overall Abstract of Accounts

This information is provided in the Form LA 44. Theain purpose of this statement is to
provide a summary of all receipts and expenditutas.essentially a summary-level movement,
a top sheet, of the funds held by the district awsiviation, starting from the Opening Balance



taking into account receipts and expenditures el way down to the Closing Balance. The
segregation for receipts is as follows:

1. Receipts in Local Government Fund: these are recegeeived for the purpose of the
District Government’s affairs including receipt®rin own income sources and receipts
from Provincial Governments.

2. Receipts in Public Account: Receipts into accourgkl in trust for other parties e.g.
amounts held in Employee Provident Funds.

The segregation for expenditures is as follows:

1. Expenditures from Local Government Fund:
a) Current Expenditure: The expenditures necessasupport the current level of the
District Government’s service
b) Development Expenditure: Expenditures on schemagsfis that will improve the
service delivery capacity of the District Governmen
2. Expenditures from Public Account

Monthly Account - Receipts

This is a useful revenue-monitoring tool that can used in the evaluation of the revenue
recovery functions of the District Government. Thiatement provides a comparison for every
receipt head such as Toll on Roads, of the budgatedunt for the entire year against the
amount received in all the previous months of therent year, the amount received in the
current month and the cumulative (progressive) arhoeceived.

Summary Monthly Account - By Function

This statement is useful in function-wise monitgriof expenditures made. It plots down every
function head along with every associated grantetheand provides a comparison of the
budgeted expenditure with all the previous mon{iis’'the current financial year) cumulative
expenditure and the Current Month’s expenditure.

Summary Monthly Account - By Grant

This information can be used in grant-wise monigrof expenditures made. It plots down every
grant head along with every function using thangend provides a comparison of the budgeted
expenditure with the previous months’ (in the catrenancial year) cumulative expenditure and

the Current Month’s expenditure.

Monthly Appropriation Account of Expenditure

This information provides an object-wise “drill-dotwiew of “Summary of Monthly Account-

by Function”. It plots down for each detailed fuoat code the object heads down to the most
detailed level e.g. Basic Pay of Officers. For théeads the statement provides the annual
budgeted expenditure, previous months’ cumulativelgeted expenditure and the current
month’s budgeted expenditure. Against these categydhe statement provides the previous
months’ cumulative actual expenditure and the cumeonth’s actual expenditure.



2.3 Annual Financial Reports

There are two financial reports, which are to beppred as per the Local Government Accounts
Manual 2003. These reports are:

* Annual Appropriation Account
* Annual Finance Account

The Annual Appropriation Account is an expenditaceount only for each grant. It provides the
allocated amount for each function head and theéaaeixpenditure incurred against that function
head under a grant for the whole year, and thengavar excess expenditure incurred against the
each head as well as the grant. The AppropriatiocoAnts are certified by the Auditor-General
of Pakistan before their submission to the Zillacdunts Committee. The Appropriation
Account is an effective medium of control and actability of the District Government in the
budget implementation and management.

An Annual Finance Account is to be prepared byDisdrict Accounts Officer under the Local
Government Accounts Manual 2003. However, presethtéy Finance Account is not being
compiled and submitted to the ZAC.

SECTION 3 AUDITING

3.1 External Auditing

According to Section 115(1) of the Local Governm@rtinance (LGO) 2001, the Auditor-
General of Pakistan shall, on the basis of suclt asche may consider appropriate or necessary,
certify the accounts compiled and prepared by #spective accounts officials of the District
Government for each financial year, showing unterrespective heads the annual receipts and
disbursements. In terms of Section 115(4) of LGO12Ghe Auditor-General of Pakistan is to
conduct the audit of District Fund and Public Acebulhe audit reports are submitted to the
Governor for transmittal to the District Nazim whball cause them to be laid before the Zilla
Council.

Certification Audit

Certification Audit provides assurance that thetios Government Annual Accounts are true
and fair. In simpler words, this means that alufes are correct and can be relied upon by the
readers of the accounts to reflect truthfully theamcial state of affairs of the District
Government during the year and at the year-end.

Regularity Audit to Evaluate Compliance with Applicable Regulatory Frame work

Regularity Audit seeks to evaluate whether thesralgplicable to District Government’s receipts
or expenditures have been complied with. Thesesruielude the General Financial Rules
(GFR), Treasury Rules (TR), Local Government Acdsuvianual (LGAM), Local Government

Ordinance (LGO), Provincial Government Budget Rules Local Governments and other
relevant notifications. The audit report containgiti observations commonly called “audit
paras” to point out the instances of non-compliasfoelevant rules or regulations.



Performance Audit

Performance Audit or Value for Money Audit is a gmehensive framework for evaluating the
performance of an organization or project. The #rework requires the consideration of the
following:-

a. Economy. implies the acquisition of resources at the cditipe lowest cost to the
District Government’s service delivery mechanisntheut compromising the requisite
quality of inputs required. Inputs may include Iglsupplies and buildings. For example,
the economical use of funds would mean the procemn¢nof machinery of certain
specification at the lowest possible rates.

b. Efficiency: implies the maximization of outputs per inputtuior example, one of the
outputs of the District Government is the buildio§ roads. An input for this is
contractor’s effort. A basis of measurement for t@ntractor's efforts would be
contractor fee. Efficient use of funds in this casmild be the maximization of length of
road build per thousand rupees of contractor fee.

c. Effectiveness implies that outputs of the service delivery mex achieve their
objectives. An example of this is the ability ofetmoads built to provide adequate
transportation ease to local residents. If roadl &re of a poor quality there may be an
output (i.e. a built road) however the road wadfawtive in achieving its objective of
facilitating transportation of local residents.

3.2 Internal Audit

In terms of Section 115A of LGO 2001, the NazimDuétrict Government shall appoint an
Internal Auditor as may be prescribed. Internal iushall be an independent, objective
assurance consulting activity designed to add vauod improve District Government’s
operations. The Internal Auditor shall serve as rancpal support person by providing
information to Zilla Nazim and members of Zilla CGmil on District Government's
performance.

The Internal Auditor is primarily responsible teetHilla Nazim and acts as his eyes and ears in
relation to service delivery by the District Goverent. The Internal Auditor’s responsibility is
to investigate specific areas of attention andeport as to how the working of the District
Government could be improved. His audit coversfotiewing three issues:

1. Risk Management
2. Internal Controls
3. Governance

At present, the internal audit function has not rbdelly developed in most District
Governments.



SECTION 4  AUDIT PROCESS

In order to review audit reports prepared by thalifar-General of Pakistan, it is important to
understand the basic steps of audit process, vanedescribed as under:

Audit Observation

Audit observation is issued by the audit team wih@otices an irregularity/violation of rule etc.
The observation is addressed to the auditee or@miz The auditee organization is given
opportunity to respond to the audit observationsl amscuss replies with audit team. If
compliance to the audit observations has been naauk the audit team is satisfied, the
observation is settled. For example, if recoverpwrpayment etc. has been made and evidence
is shown to audit.

Audit and Inspection Report (AIR)

The audit observations which have not been compli¢ial or their compliance is in process, all
these observations are made part of the Audit aspekction Report (AIR) and the observations
are converted into paras. The AIR has two parts:

» Part-A: Title of pars of previous/past years AIRs
» Part-B: Audit paras of AIR of year(s) of which autlias been conducted/observation
issued.

The AIR is issued by the head of audit team to R#€®O/DAO as the case may be, with
endorsement to the respective auditee offices/piojdor replies/compliance within the
stipulated time.

Draft Audit Report

The paras of the AIR which are of substantial raand involve systemic issues are included in
the Draft Audit Report (DAR) of the Department. TBAR is issued to the PAO/DAO for
replies/compliance within in stipulated time andhtwid a meeting of Departmental Accounts
Committee (DAC). This provides another opporturitythe auditee to present their point of
view on issues raised by the audit.

Finalization of Consolidated Draft Audit Report

In the light of recommendations/ decisions of thep&tmental Accounts Committee, a
consolidated Draft Audit Report comprising all Dapaents of the District Government is
finalized.

Submission of Audit Report

The Auditor-General of Pakistan submits the AudgpBrt duly signed by him to the Governor
for transmittal to the Zilla Nazim who causes thenbe laid before the Zilla Council.



SECTIONS ZAC REVIEW

5.1 Status of Accounts

The Certified Annual Appropriation Accounts of asBict Government are submitted by the
Auditor-General of Pakistan to the Governor of Brevince, who forwards these to the Zilla
Nazim. The Nazim transmits these Certified Apprajoon Accounts to the Zilla Accounts
Committee. There is a possibility that the centifi@propriation accounts have been given an
unqualified certificate, or they may be qualified disclaimed by the Auditor-General of
Pakistan.

Disclaimer or Qualified

A disclaimer in relation to the accounts means thatAuditor has examined the accounts but
was not in a position to state if these were trod &air. A qualification, in relation to the
accounts means that the accounts have been exalihéuere was a deficiency as indicated in
the certificate. A disclaimer therefore means thataccounts were not true and fair; whereas a
gualification means that there was some deficighay needs to be removed before the accounts
become acceptable.

If the accounts of the District Government haverbéisclaimed or some qualification has been
recorded, it indicates that the accounts have meenhmaintained properly. This is a serious
situation as a set of accounts which is not truefaim cannot be relied upon.

Unqualified

If the Appropriation Accounts of the District arertified to be true and fair, it means that the
accounts are arithmetically correct and are rededicbetween the DAO and the District
Government. If this is the case, the Zilla Accou@smmittee should start its examination
process and proceed with the review of the accodrts usual practice is to review all the
grants managed by a Department. For instance, ® EBealth) is managing four grants, the
committee should review expenditure for each offthe grants, one at a time.

5.2 Review of Appropriation Accounts

In the District's Certified Appropriation Accounteach grant is independent of the other and
should be reviewed as such. For instance, a revgraumg for primary education is independent
of the development grant for the same service thedwo should not be mixed with each other.
This is because of the fact that each grant has $egarately authorized by the Zilla Council.

There are three possibilities that may arise fahegrant and eacstituation has to be dealt with
differently.

Actual expenditure is equal to budgeted expendituras per the grant
If the actual expenditure incurred by a departmgmqual to its grant allocation, no corrective
measure is required to be taken by the committee.



Actual expenditure is less than budgeted expenditeras per the grant

In case the actual expenditure is less than thet gdéocation and there has been saving in the
grant, the ZAC has to satisfy itself as to why th@nagement failed to anticipate the savings and
take corrective measures in time (there were alWwagsoptions available; either to accelerate
the rate of spending or to surrender the expecteglus to the District Government for
utilization elsewhere) If the Committee feels thia¢ savings under a grant were material; it
could ask for a detailed investigation to examimetiewpoint of the Department concerned and
come up to a conclusion, based on facts and thenspavailable. The main emphasis in this
exercise should be on the futurity and not on th&t.pThis means that the ZAC should explore
what institutional measures are necessary to ertbatethere is better utilization of funds in
future years.

There may be cases where a grant has been mamagenanner that while there is an overall
saving, there is excess expenditure under certaddof accounts, which has been compensated
by corresponding savings under certain other heatltsn the same grant. This condition also
indicates mismanagement of funds and should be ieeann appropriate depth by the ZAC,
and if the regulatory controls necessitate apprdr@h a higher authority, the Department
should be asked to get ex-post facteegularization. The idea is to ensure that lagsesiot
occur in future.

Actual expenditure exceeds budgeted expenditure agr the grant

In case actual expenditure is in excess of the éadigexpenditure as per the grant, it is a serious
case of administrative lapse, as only the Zilla@xithrough a formal vote can regularize it. If a
case of excess expenditure occurs, the Districte@ouent should prepare a self-contained
proposal for regularizing the expenditure by thestiist Council. The proposal should also
include the finding of the Zilla Account Committaad the directives issued by it to ensure that
such a lapse does not recur in future.

The ZAC, after it has completed the examinatioramhual expenditure for the grants for the
year, shall prepare a self-contained report fomgabion to the Zilla Council, discussing therein
the overall implementation of the budget, the adaattention, rectifying actions taken and the
approvals required by the Council.

5.3 Review of Monthly Accounts

The monthly accounts are required to be providedheyDAO to the EDO (F&P). The EDO
(F&P) in turn is responsible for:

a) Placing them on the designated notice boards foligunformation

b) Informing the local press of the accounts’ basatdres;

c) Providing the accounts to the ZAC secretariat émiew; and

d) Coordinating the reconciliation of the DAO’s Accasinvith other EDOs.

! the ex-post facto approval is an approval issued to regulatize an act of omission/commission that has already been
performed to ensure that such lapses do not occur in future



The ZAC Secretariat should notify the meeting & dommittee, with the prior approval of the
Chairperson, as soon as accounts are received laoddpon the notice board. The meeting
should be given due publicity and should be opgmutdic. Following are some of the issues that
can be looked in to by the ZAC while reviewing thenthly accounts.

Collection of Receipts against the Budget

The Zilla Council, while approving the annual exgitmre budget of the District Government
also approves its source of financing. It is impottthat the budgeted receipts are not only
collected in full but also in a timely manner, $attthe expenditure of the government is not
constrained because of this bottleneck. Monthly itodng of receipts of the District
Government, by an independent overseeing ageribgiisfore an essential tool of management.

Once the council approves the resource budget, BEEP) prepares a month-wise sheet of
receipts projections, with the help of other ED@sensure monitoring of actual collections.
EDO (F&P) should submit a copy of the above progerst to the ZAC which should be used by
the Committee as criteria against which actualipt@®llections are to be matched each month.

The ZAC, on receiving each month’s receipt accqusit®uld compare the progressive actual
receipts under each major head with the projeatedipts, and if there is a variation, seek an
explanation from the EDOs concerned. The ZAC shailso discuss if the explanation of the
department was satisfactory and if the departmeag wmaking adequate efforts to raise the
District Government’s receipts.

The ZAC in its report to the Zilla Council shouldnament on this aspect and express an opinion
as to whether the variation between actual ancepteql receipts is within an acceptable limit or
beyond a reasonable limit. If the variation is b&y@ reasonable limit, the Committee should
comment on the adequacy of efforts made by thaiBtisbovernment to avoid receipt shortfalls
below projections for future months.

Expenditure (Aggregate as well as for each Grant) dainst the Budget

The expenditure cycle also follows a similar pattétach EDO prepares a projected expenditure
profile of the grants placed at his disposal, amehmunicates it to the EDO (F&P) who prepares
a consolidated statement of projected expenditiiieeoDistrict Government.

This expenditure profile contains a comparativéest@nt showing the projected expenditure, the
actual expenditure and the variation under eachtdos each month. The ZAC should examine
the comparative statements and identify if theeeaary major variations. This exercise is very
useful especially in monitoring the implementatiafi development projects and major

procurements. If the funds have not been used fillligng the month, there is a cause for
concern, which the ZAC should investigate with tiedp of EDO concerned. It is up to the ZAC

to ensure that there are no unnecessary procedaoicklps in the execution of the projects and
delivery of services.

If the actual expenditure under a grant or a hdadcoount is above the budget or projected
estimates, the ZAC will need to examine the cao$ssich overspending in depth and to instruct
the concerned EDOs plan to take remedial measures.



The ZAC in its report to the Zilla Council, shoddmment on the flow of expenditure on the
approved heads and specify the lapses or areaseafian. This would provide feedback to the
District Government and an assurance that the huddeeing managed satisfactorily. It would
also help the District Government in divertingaigilable resources to areas where these can be
gainfully employed and to avoid a lapse of fundshat end of the year. As part of the above
activities, the Zilla Council members would alsodide to better understand the problems being
faced by the District Government.

Reconciliation of Receipts and Expenditure

The ZAC should also monitor reconciliation afonthly receipts and expenditure by the
concerned EDOs with the DAO. The reconciliationwsstn the two agencies is important as it
provides the basis for accurate and reliable adoogimformation.

5.4 Review of External Audit Reports
Process with Regard to Audit Reports

According to Punjab Local Governments (Accounts)eR2008 the Zilla Accounts Committees
have been entrusted with the responsibility to eevihe audit and accounts reports of their
respective District Government. Once the audit rsploave been received by the ZAC, it has to
ensure preparation of annotations of the auditrtepoy the concerned officers of the Local
Council and its submission to the concerned auiberafter observing prescribed formalities;
and hold public hearings in which objections tdesteent of accounts shall be heard; and internal
and external audit reports shall be discusseddpragpriate action.

External audit reports or the audit report of thedhor General of Pakistan discuss the
exceptions or deviations made by the District Gorent as noticed by auditors, during their
scrutiny of official records. Relevant extractsthé compliance audit report, when received,
should be sent to the concerned EDOs for writtemmoents by a certain date, by the ZAC
secretariat, with the approval of the Chairmanidating the probable date of the hearing.

The annotated reply of audit reports should be grexp and sent to quarters concerned by the
Departmental Accounting Officers. The ZAC shouldrddahe explanation/comments of the
concerned officer/official on the audit objectiondaafter considering the view point of the
general public, the audit objection/observatiorardmg procedural lapses is to be decided by
the Zilla Accounts Committee and the remaining olegons/objections along with
explanation of the officer concerned, view poingeheral public and its own recommendations
are to be forwarded to the Zilla Council concerf@dconsideration and further action, The
Zilla Council shall discuss and review the annuetcaints and audit reports along with
viewpoint of general public and comments of ZAGt& meeting and;

- settle the objection; or

- take such measures as are considered necessapefmy disposal of audit objections
and recovery of amount of loss caused to the L&aernment concerned by its
member or a functionary of a Local council or arthen person charged with the
administration of the affairs of a Local Government
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The ZAC shall not drop an Audit objection withoutsering the completion of record or
satisfying that its completion is not possible @hat no financial loss is involved in it. If the
ZAC finds that Nazim or a member of Council or ofi/officer of District Government is
responsible for financial loss, misappropriationfuids or property belonging to the District
Government, the ZAC after thorough investigatioallstirect the person responsible to make
good such loss within a period of one month.

Case Studies — Audit Paras

Para 01 Irregular Drawal of House Rent Allowance -Rs 782,476/-

According to Rule 2.31 of PFR Vol-I, drawer of dl lior pay allowances, contingent and other
expenses will be held responsible for any overahgréraud and misappropriation.

During audit of accounts of District Officer (Hégltscrutiny of record revealed that there werentye
eighty Basic Health Units in Tehsil XYZ in which signated residences of Medical Officers and
Dispensers were available. However, the staff dostehese BHUs was drawing house rent. This
resulted into irregular payment of Rs 782,476/#duF.Y 2005-06 which needs to be recovered.

Departmental Reply

The matter was reported to District Officer (Herltdowever the department did not respond to the
observation.

Further Audit Comments

Audit recommends the recovery of amount and diseipy action against the persons at fault under
intimation to audit.

The DAC meeting held on 18-09-2008 directed tovecthe amount from concerned officials. The
department has not intimated the audit about ey till finalization of audit report.

Para 02 Irregular Expenditure Beyond Competency — R 843,370/-

According to Delegation of Financial Powers 20Qecal Rules of Health Department Sr. No. 2 (iii),
Officer in category Il can sanction expenditure tapRs 50,000/- at a time for purchase of local
medicines.

During audit of the accounts of Health Departmerrutgly of record revealed that Medical
Superintendent Tehsil Headquarter Hospital XYZ sparamount of Rs 843,370/- on account of local
purchase of medicines through various bills excepéls 50,000/- without obtaining sanction from
competent authority.

Departmental Reply
Purchase of medicines was made in the best intdrpatients after observing all codal formalities.
Further Audit Comments

The departmental reply is not cogent as expendittae incurred without obtaining sanction of
competent authority. Audit recommends departmeatdion against the DDO for sanctioning
expenditure beyond delegated financial powers untigration to audit.
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The DAC directed to observe all rules and reguiatin procurement of medicines in future, and get
ex post facto approval of competent authority farchases made beyond the delegated financial
powers.

The ex post facto approval was not intimated tat éilidinalization of audit report.
Para 03 Irregular Purchase of Medical Instruments Wthout Open
Competition — Rs 412,308/-

According to Para 7 (i) of Punjab Purchase Marindent of the value exceeding Rs 100,000/- should
be advertised in the press.

Contrary to above instructions, during audit ofcarts of Medical Superintendent, DHQ Hospital
ABC, scrutiny of record revealed that an amourR®#12,308/- was spent on account of purchase of
medical instruments by calling quotations instefadwating tenders during F.Y 2005-06. This resdlte
into irregular expenditure of Rs 412,308/-.

Departmental Reply

The matter was reported to the concerned DDO. dtreplied that purchase was made in emergency
due to acute shortage.

Further Audit Comments

The reply is not tenable as purchase was madeolatioh of rules. Audit recommends fixing of
responsibility and departmental action againstqmess fault under intimation to audit.

The DAC meeting held on 11-05-2007 agreed that abdervation is correct.

Para 04 Irregular Expenditure on Repair of Vehicleby Splitting Sanctions —
Rs 286,110/-

According to Rule 15.2 (c) of Punjab Financial Ruk®l-1, purchase order should not be split upsso a
to avoid the necessity for obtaining the sanctioinigher authority required with reference to tbilt
amount of all orders.

Contrary to above instructions, during audit ofcarts of Medical Superintendent THQ Hospital
XYZ scrutiny of record revealed that an amount ef 286,110/- was spent on account of repair of
ambulance by splitting the expenditure into twishd avoid the sanction of competent authoritysTh
resulted into irregular expenditure of Rs 286,110/-

Departmental Reply
The matter was reported to MS THQ Hospital. Howgtirer DDO did not respond to the observation.
Further Audit Comments

Audit recommends fixing responsibility for splitjirthe expenditure to avoid the sanction of higher
authority and departmental action against the pastault under intimation to audit.

Para 05 Non-forfeiture of Security Deposit due to I8ort Supply of Furniture —
Rs 132,841/-

According to Rule 16 (iii) (c) Annexure-XX of theuRjab Purchase Manual, if a contractor fails to
deliver the stores or any consignment thereof withie period prescribed for such delivery the
purchaser shall be entitled to cancel the cortigainst forfeiture of security.

12



During audit of accounts of EDO (Education) scrutif record revealed that supply order was issued
to M/s ABC Furnitures on 14-12-2005 for Rs 1,328/41The firm failed to supply furniture valuing
Rs 432,147/-. However, the EDO (Education) neitbek any action against the firm e.g. forfeiture of
security deposit of Rs 132,841/- and imposingaqfilated damages nor firm was black listed.

Departmental Reply

The matter was reported to the DDO concerned. dtreplied that supply orders were issued through
EDO (Education) who will be requested to take actigainst the firm.

Further Audit Comments

The reply of the department is not cogent as nordem support of reply was produced. Audit
recommends that action be taken against concefffieer dor non-recovery of liquidated damages,
non-forfeiture of security deposit besides blastrig the firms under intimation to audit.
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