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PROGRAM FIDUCIARY SYSTEMS ASSESSMENT  
 
A. Introduction  
 
1. The Program Fiduciary Systems Assessment includes assessments of the country public 
financial management (PFM) system, the executing and implementing agencies’ financial 
management, the procurement system, and the anticorruption system. The assessments focus 
on accountability and transparency and cover (i) policy-based budgeting, (ii) budget execution 
and cash and/or debt management, (iii) internal controls and internal audit, (iv) accounting and 
financial reporting, (v) independent audit, (vi) funds flow and disbursement arrangements, (vii) 
procurement, and (viii) anticorruption mechanisms.  
 
B. Financial Management System 
 

2. Overview. The 2012 Public Expenditure and Financial Accountability (PEFA) 
Assessment indicated strong performance by the federal government in terms of 
comprehensiveness (performance indicators 5–6), transparency (performance indicators 8 and 
10), policy-based budgeting (performance indicators 11–12), moderate performance in revenue 
administration (performance indicators 13–15) and budget execution, and cash/debt 
management (performance indicators 16–17). Performance in the areas of credibility of budget 
(performance indicators 1–4) is improving. Weak areas include overall internal control 
(performance indicators 18-21); accounting, recording and reporting (performance indicators 22–
25); and external scrutiny and audit (performance indicators 27–28).1 Budget execution remains 
the most troubled area, although since the previous PEFA the predictability of aggregate federal 
government expenditure has improved considerably; there were similar improvements in the 
predictability of the federal government’s tax revenue, mainly due to tax reforms and increased 
collection. 
 

3. The most recent PEFAs for the government of Punjab (2012) and government of KPP 
(2011) indicate strong performance in policy-based budgeting.2 Sound revenue forecasting 
indicates moderate performance because federal transfers are generally less than the budget 
estimates, and mixed performance in budget credibility due to high deviations between budgeted 
and actual expenditure at sub-aggregate expenditure level, pointing to frequent re-appropriation. 
The effectiveness of tax administration at the provincial level is limited by the technical 
complexity and weak controls of the taxpayer’s registration system and tax audit. Tax collection 
seems to suffer from weak enforcement of existing rules. Performance in revenue administration 
for collecting provincial own revenues has improved since the previous PEFA.3 Budget 
comprehensiveness and transparency are generally satisfactory. 
 
4. Policy-based budgeting. The 1973 Pakistan Constitution provides an adequate legal 
framework for public finance, provincial revenue collection, intergovernmental fiscal relations and 
revenue transfers as determined by the National Finance Commission, public debt management, 
financial reporting, and the public sector audit and budget approval process.  

                                                           
1
  Government of Pakistan and Development Partners. 2012. Public Financial Management and Accountability 

Assessment: Pakistan Federal Government. https://pefa.org/sites/default/files/assements/comments/PK-Jun12-

PFMPR-Public.pdf. 
2
 Government of Punjab and Development Partners. 2012. Public Financial Management and Accountability 

Assessment: Pakistan Punjab Province. https://pefa.org/sites/default/files/assements/comments/PK-
Punjab%20Province-Jun12-PFMPR-SN-Public.pdf.  

   Government of Khyber Paktunkhwa and Department for International Development. 2011. Public Financial 
Management and Accountability Assessment: Pakistan Khyber Paktunkhwa Province. 
https://pefa.org/assessment/pk-khyber-paktunkhwa-province-jul11-pfmpr-sn-final-en. 

3
 Government of Punjab and Development Partners. 2007. Public Financial Management and Accountability 

Assessment: Pakistan Punjab Province. https://pefa.org/sites/default/files/assements/comments/PK-Punjab-May07-
PFMPR-SN-Public.pdf. 

https://pefa.org/sites/default/files/assements/comments/PK-Punjab%20Province-Jun12-PFMPR-SN-Public.pdf
https://pefa.org/sites/default/files/assements/comments/PK-Punjab%20Province-Jun12-PFMPR-SN-Public.pdf
https://pefa.org/assessment/pk-khyber-paktunkhwa-province-jul11-pfmpr-sn-final-en
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5. A general adherence to the annual budget calendar provides a sound context for the 
budget process and timely approval of the budget by Parliament and the provincial assemblies.4 
A well-defined budgeting process is in place at both federal and provincial levels. The budget is 
prepared in five stages:  

(i) issuance of Budget Call Circular each December by the Ministry of Finance 
(MOF) and provincial finance departments, with instructions to prepare a 3–year 
rolling medium-term budgetary framework (MTBF) and annual budget;  

(ii) draft budget is prepared by each line ministry or department and submitted to 
MOF or the finance departments;  

(iii) preparation and approval of a 3–year budget strategy paper with revenues, 
expenditures and deficits, fiscal principles, risks, forecasts and cabinet priorities;  

(iv) draft budget and taxation proposals submitted to federal or provincial cabinet for 
review and approval; and  

(v) Budget and Finance Bill presented to the Parliament (National Assembly and 
Senate) or provincial assemblies for debate, discussions and approval prior to 
commencement of the next financial year (beginning in July).  

 

6. The MTBF and medium-term development framework (MTDF) are built on 5–10 year 
strategic plans. Currently, Pakistan Vision 2025 provides sectoral analysis, priorities and 
strategic direction for development planning.5 MTBF provides detailed information on program 
objectives, risks, and expenditures that influence projected expenditures. The adoption of MTBF 
by federal ministries and selected departments in Punjab has helped improve the budget 
process, because it allows timely communication of indicative budget ceilings to line ministries 
and departments. However, linkages between multi-year estimates in MTBF and annual 
budgetary ceilings need to be improved to make them more realistic. KPP now needs to prepare 
MTBFs and MTDFs on a regular basis, rather than as a one-off exercise. 
 

7. Most major investments are identified in sector and long-term development strategic 
plans, but recurrent expenditure implications are sometimes not taken into account in preparing 
draft budgets. Recurrent and capital budgeting units at the federal and provincial level tend to 
operate separately, as recurrent budgeting is handled by the MOF and finance departments, 
while capital budgeting is managed by the Planning Commission or provincial planning and 
development departments. Current accounting processes do not separate recurrent costs 
implied by capital investments. MOF and the finance departments need an integrated system for 
planning investment and recurrent expenditures. 
 

8. Budget execution and cash management. After the approval of federal and provincial 
budgets by the respective assemblies, notification is given by MOF and the respective finance 
department of the quarterly expenditure limits for each budgetary entity. Generally, it is 20% 
each for the first 2 quarters and 30% each for the last 2 quarters of a financial year. The Punjab 
government has started releasing full budgetary allocations for approved ongoing capital 
investment schemes at the beginning of the financial year, which allows departments to plan and 
commit expenditures over a full year. Cash flow is monitored by MOF and the provincial finance 
departments on a daily basis, with expected revenue inflows allowing the federal and provincial 
governments to adjust budgetary expenditures. The allocations for projects with foreign 
assistance are fully protected. 
 

9. Overall budgetary execution is improving. Budget execution rates in Punjab for the 
consolidated budget improved from 81% in FY 2011 to 89% in FY 2015.6 Budget execution rates 

                                                           
4
  The Budget Call Circular is issued by the federal Ministry of Finance, and provincial finance departments. 

5
  Government of Pakistan. 2014. Pakistan Vision 2025: One Nation – One Vision. Islamabad. 

6
  The budget execution rate is the actual expenditures as a percentage of the original budget.  
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in KPP for the consolidated provincial budget have moved from 74% in FY 2011 to 81% in FY 
2015.  
 

10. Applications for loan disbursements from external sources, other than the International 
Monetary Fund and domestic debt, are processed and cleared by the External Affairs 
Department (EAD); they are also cleared by the program implementing entity and provincial 
planning and development department, and communicated by EAD to MOF for making the 
necessary budget allocation. After creditors approve the disbursement applications, the relevant 
information is submitted to EAD, where it is recorded daily in the Debt Management and 
Financial Accountability System, and summarized monthly. It is simultaneously shared with MOF 
and the State Bank of Pakistan (SBP). EAD, MOF, SBP and creditors reconcile the data on an 
ongoing basis to avoid errors. Information about the internal debt structure (government bonds 
and Treasury Bills, in terms of value, composition and operation) is handled by the MOF and 
SBP. 
 

11. Internal controls at federal and provincial levels. The government’s internal 
expenditure control system is based on a series of regulations, including the New Accounting 
Model (NAM), Financial Rules, Treasury Rules, Delegation of Financial Powers and Rules of 
Business. Internal controls on payroll are strengthened by use of the Financial Accounting and 
Budgeting System (FABS), through which payroll for all employees and pensioners is processed 
to bank accounts under a direct credit scheme. The Provincial Accountant Generals  have setup 
l internal audit departments with the mandate to handle payroll audits only. Internal control for 
non-salary expenditures is strong in terms of control over expenditure commitments, but less 
effective in the terms of comprehensiveness, relevance and rules and procedures. Weaknesses 
include (i) inadequate decision-making authorization at the operational level (usually consisting 
of a junior official at the drawing and disbursement office), (ii) ineffective asset management, (iii) 
untimely surrender of excess budgetary allocations, (iv) acceptance of incomplete works and 
payments thereof, and (v) incorrect accounting of transactions. 
 

12.    The program proposes community-based operation and maintenance of mini and/or 
micro-hydropower plants (MHPs) in KPP, for which the government will need to approve a legal 
framework allowing the communities to manage the operation and maintenance of public sector 
assets and electricity consumption charges, which has been agreed by the government in 
principle; failure to approve the framework may result in implementation delays because of legal 
challenges. 

 

13. Accounting and financial reporting. The government has adopted the International 
Public Sector Accounting Standards on a cash accounting basis. The Department of the Auditor 
General of Pakistan (AGP) follows the International Standards of Supreme Audit Institutions 
(ISSAI). The use of FABS, application of the New Accounting Model,7 and capacity building of 
accounting staff have strengthened financial reporting. Use of a uniform chart of accounts for 
budget formulating and execution at federal, provincial and district level enables uniform 
classification of data and direct comparison with the original budget estimates.8 Budget 
execution reports at Drawing and Disbursing Officer  level are available during the financial year 
on a real-time basis. Monthly civil accounts are prepared on the basis of these reports and 
posted on the finance department, Accountant General (AG) and Controller General of Accounts 
(CGA) websites. FABS connectivity is available to line departments and financial reports can be 

                                                                                                                                                                                            
 
7
  NAM is based on a cash basis of accounting and encompasses commitment accounting, fixed asset accounting, 

assets register and new Chart of Accounts.  
8
  The Government of Pakistan operates budgeting and accounting classification system under the New Accounting 

Model (NAM) introduced in FY 2005 that complies with international classification standards (namely the United 
Nations Classification of Functions of Government), which enables more accurate, detailed, adequate and 
transparent accounting, reporting and effective budget monitoring.  
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generated at any time to facilitate analysis and decision making. The Punjab Energy Department 
and PEDO have the experience and the ability to manage foreign-funded projects, and are 
already managing Asian Development Bank (ADB)-funded energy projects. For this ADB-funded 
program, separate assignment accounts and records for the program will be maintained by each 
executing authority, which will prepare annual financial statements for each fiscal year starting 
with program effectiveness, and have these audited annually by the AGP. The results-based 
loan (RBL) program will follow the government accounting and financial reporting system. In the 
case of MHPs, community contributions such as land, labor and transportation will not be 
included in the financial statements because these are located in remote areas and are difficult 
to measure. 
 

14. Internal audit. There are no internal audit units in line ministries and provincial 
government departments. Capacity constraints as well as the pre-audit arrangement resting with 
the CGA (accountant general of Pakistan Revenues, provincial accountant general, and district 
accounts offices) limits the pace with which an internal audit function is established in line 
ministries or departments. Each federal government line ministry has a chief financial and 
accounts officer supporting the principal accounting officer (the Secretary of the Ministry) in 
financial management and Public Accounts Committee matters. However, such an arrangement 
does not exist in provincial governments, and overall the internal audit system is currently 
nonexistent. 

 

15. Independent audit. Significant improvements have been made in the timing of external 
audit. The AGP has established a deadline of 28 February each year for submission of audit 
reports of the previous financial year (which ends 30 June). The AGP submits audit reports to 
the governor of the respective province, who submits it to the provincial assembly. The external 
audit is conducted using International Organization of Supreme Audit Institutions auditing 
standards. Constitutional protections regarding the tenure and procedures for removal of the 
AGP ensures the independence of the office and an objective assessment of the quality of 
public expenditure and management of public assets. The AGP will also conduct external audit 
of the program’s funds for the Punjab Energy Department and PEDO.  
 

16. Disbursement and fund-flow mechanism at provincial level. The program 
disbursement arrangement will promote results-based management that links disbursements to 
delivery of results. Disbursement by ADB will be subject to achievement of key results presented 
in the disbursement-linked indicator matrix. Disbursement by ADB will be subject to the 
submission of the withdrawal application duly supported with verifiable evidence of achievement 
versus specific disbursement-linked indicators. The flow of funds to the Punjab Energy 
Department and PEDO will follow a similar pattern.9  

 

17. Financial management risk. The financial management risks are categorized as (i) 
inherent risk, and (ii) control or project risk. Inherent risk is the susceptibility to factors arising 
from the program’s environment, such as country rules and regulations and entity working 
environment. Project (or control) risk is the risk that the project’s accounting and internal control 
framework will be inadequate to ensure project funds are used economically and efficiently and 
for the purpose intended, and that the use of funds is properly reported. The public financial 
management risks and mitigation measures are summarized in Table 1.  

 

  

                                                           
9
  Program Implementation Document, available from the list of linked documents in Appendix 2 of the Report and 

Recommendation of the President. 
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Table 1: Financial Management Risks 

Risk Type Risk Description 
Rating without 

Mitigation Mitigation Measure 

Inherent Risk 

1. Policy based 
budgeting and 
execution 

Government may not allocate funds 
consistent with the program targets in 
the annual budget 

Moderate Planning department allocates 
funds consistent with the program 
targets in the annual budget. 

2. Public 
expenditure 

Delay in timely releases of allocated 
funds because of cash flow 
challenges could impact the targeted 
results  

Moderate Finance departments ensure the 
allocated funds in the annual 
budget or HDF are released to 
implementing agencies in full at the 
beginning of the year to enable 
timely achievement of results. 

3. Sector or 
program-specific 
risks 

Government not including O&M funds 
beyond the implementation period for 
(i) newly installed solar PV systems in 
schools and PHFs, and (ii) the energy 
resource center  
 

Moderate Provincial governments agree to 
allocate adequate O&M budget 
beyond the program 
implementation period to maintain 
solar PV systems installed in 
schools and PHFs.  

Overall Inherent Risk Moderate  

Control Risks 

1. Organizational 
structure and 
staffing 

Current organizational structure has 
inadequate staffing and capacity to 
deal with the expanded program 
 

Moderate Punjab Energy Department will 
recruit more staff for the expanded 
program.  
 
Training provided for new staff  

2. Funds flow The funds flow risk concerns 
diversion or misuse of funds (use for 
other than the intended purposes) 

 
 

Low Punjab and KPP finance 
departments will ensure Punjab 
Energy Department and PEDO 
establish separate assignment 
accounts for the program in the 
NBP to ensure that funds are used 
only for the intended purposes. The 
account will be operated by the two 
implementing agency signatories.  

Delays in payments to contractors 
and service providers can impact 
implementation activities and 
consequently targeted results 

Moderate Punjab Energy Department and 
PEDO agree to streamline 
procedures for technical and 
financial verification of completed 
works and services rendered to 
ensure timely payments to 
contractors. 

3. Internal 
controls 

Weak internal controls system in the 
Punjab Energy Department and 
PEDO 
 
 
 

Substantial The Punjab Energy Department 
and PEDO agree to establish 
effective internal control system to 
strengthen their financial 
management. 
 

4. Internal audit Absence of internal audit may affect 
the effectiveness of risk 
management, control, and 
governance processes 

Substantial The Punjab government has agreed 
to prioritize the implementation of 
its internal audit system to the 
Energy Department  
 
PEDO has approved the 
establishment of an internal audit 
system. Staff recruitment is in 
progress. 

5. External audit A high-quality external audit is an 
essential requirement for creating 
transparency in the use of public 

Low The ADB-funded program will be 
audited annually in accordance with 
international standards by the AGP, 
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Risk Type Risk Description 
Rating without 

Mitigation Mitigation Measure 

funds with audit reports provided to ADB. 

6. Accounting and 
financial reporting 
of the program 

Annual budget execution reports are 
prepared by the Punjab Energy 
Department and PEDO 

Low The Energy Department and PEDO 
will follow the AGP and PIFRA-
prescribed formats for reporting. 
Account reconciliation and 
accumulation of advances will be 
monitored through reporting and will 
be reviewed by the management. 

Overall Control Risk Substantial  

Overall Risk  Substantial  

ADB = Asian Development Bank, AGP = Auditor General of Pakistan, PHF = primary health care facility, HDF = Hydel 
Development Fund, KPP = Khyber Pakhtunkhwa province, NBP = National Bank of Pakistan, O&M = operation and 
maintenance, PEDO = Pakhtunkhwa Energy Development Organization, PIFRA = Project to Improve Financial 
Reporting and Auditing, PV = photovoltaic. 
Source: Asian Development Bank. 

 
C. Procurement System 
 
18. Procurement profile. In KPP the program will finance the construction of MHP 
schemes, and solar power installation for 8,000 schools and approximately 200 primary health 
care facilities (PHFs). In Punjab, the program will finance solar power installation for 15,000 
schools and 2,400 PHFs. The program in Punjab will also support energy efficiency initiatives to 
foster energy conservation and efficient use of electricity. Anticipated contracts under the 
program include works, goods and consulting services below currently applicable maximum 
thresholds for RBL eligibility.   
 
19.  Country and provincial systems. Pakistan is a federation of four provinces, with a 
central federal government and four provincial governments. The Public Procurement 
Regulatory Authority (PPRA) was established in 2002 at the federal level, and public 
procurement acts were promulgated and regulatory authorities established in all provinces. 
Provincial public procurement rules, modelled on federal rules, apply to all public procurement 
undertaken, whether within or outside the province.  
 
20. The Punjab Provincial Assembly promulgated the act establishing the PPRA in 
November 2009. The Punjab procurement rules were notified in 2014 and amended on 6 
January 2016. The KPP government promulgated the KPP PPRA Act in September 2012. The 
KPP PPRA was established in February 2013 and the KPP government issued the KPP Public 
Procurement of Goods, Works and Services Rules on 3 February 2014.  
 
21. The assessment at provincial level found that procurement procedures and practices are 
guided by sound procurement principles of economy and efficiency, transparency, fairness and 
equal opportunity. The rules incorporate adequate provisions for competition whereby open 
competitive bidding is the principal method of procurement (other methods of procurement are 
allowed only under specific conditions). However, some discrepancies with international best 
practices and local practice were identified that will tend to increase procurement risks (Table 2); 
these should be addressed.  
 

Table 2: Provincial Procurement Rules Risk Factors  
Risk Factor Khyber Pakhtunkhwa Punjab 

SBDs are not available SBD for large works contracts were published in 
May 2016, but there are no SBDs for consulting 
services 

While mandated by PbPR, the SBDs 
do not yet exist; PEC SBDs are 
available in the interim 

Blacklisting of bidders by 
Procurement 
Agency/Entity  

Rules allow Procuring Agency or Procuring Entity to blacklist (or debar) entities based on 
procedures they established, without the control of PPRAs, raising concerns that this may 
lead to arbitrary decisions 

Post-bid price  Rules allow for contract price 
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negotiations negotiations without clear guidance, 

leaving discretion to Procuring 
Agency/Procuring Entity 

Enlistment of contractors Procuring Agency/Procuring Entity’s have 
discretion to restrict competition to pre-
registered (enlisted) bidders without clear 
procedures, which may lead to preferential 
treatment 

 

Competition Rules prescribe that open bidding is a default 
procurement method, bidding is considered 
primarily as national, with international bidding 
being regarded as the exception. Decision as to 
whether bidding is national or international is at 
the discretion of the Procuring Agency/Procuring 
Entity  

While the rules prescribe open 
competitive bidding as the default 
method, Procuring Agency/Procuring 
Entity have the discretion to restrict 
competition to national only 

PbPR = Punjab procurement rules, PEC = Pakistan Engineering Council, PEDO = Pakhtunkhwa Energy Development 
Organization, PPRA = public procurement regulatory authority, SBD = standard bidding documents. 
Source: Asian Development Bank. 

 
22. Fortunately, the risks can be addressed through mitigation measures (Table 3).  
 
23. Assessment of executing agency procurement systems. PEDO was formed in 1986 
and oversees development of electricity generation, transmission and distribution in KPP 
province. In Punjab, the Energy Department was formed in July 2011 with the mission to 
facilitate legislation, policy formulation, and regulations in energy sector. PEDO procurement 
follows KPP PPRA rules, and Energy Department procurement follows Punjab procurement 
rules. While the overall procurement provincial procurement systems are adequate, identified 
weaknesses exist in the executing authorities. 
 
24. Executing authority institutional procurement capacity. Under current arrangements 
in both executing authorities, procurement is handled on a project-by-project basis under the 
responsibility of the project director with support from a consultant. In PEDO, the MHP project 
director is under the Hydel general manager while the solar power installation projects are under 
the renewable energy general manager. In the Punjab Energy Department, the solar power 
installation projects will be under the chief engineer (power). There is no procurement function 
with dedicated professional procurement staff, and no specific procurement manual in either 
executing authority.    
 
25. The project director coordinates the procurement of consulting services to support the 
project. Once appointed, the selected consultant then coordinates the procurement of the works 
contractor. The consultant in turn manages the procurement of the works, supervises works, and 
administers the contracts, serving in effect as the owner’s representative.  Overall responsibility 
and decision-making remains with the project director at the executing authority, although there 
is concern that such an exclusive reliance on a consultant to carry out a key fiduciary function 
entails significant integrity and accountability risks. The ability of the capacity of the executing 
authorities to absorb additional workload is limited, and additional resources will be needed.  
 
26. Competition and market development. The energy sector potential in both provinces is 
substantial. To take advantage of this in KPP, PEDO has developed a growth strategy including 
planned changes to the organization’s structure, which may include a dedicated procurement 
team, and a contract administration and management team. In Punjab, the Energy Department 
is pursuing larger solar plants and energy efficiency and is developing its organization.   
 
27. The initial MHP procurement in KPP included a range of services including identifying the 
sites, mobilizing community participation, and supplying and installing specialized equipment on 
a district basis in order ensure it is feasible in KPP’s challenging terrain. The current 
procurement for the solar power installation project is proceeding at a higher volume (installation 
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is simpler and faster, but spread across larger geographic areas). The procurement packaging 
requires a balanced approach in both executing authorities to optimize market responsiveness 
within both provinces.     
 
28. Executing authority bidding processes. The Pakistan Engineering Council standard 
bidding documents (SBDs), while substantially similar to multilateral development bank-
harmonized SBDs, restrict the participation of foreign bidders. It is a mandatory requirement to 
form joint ventures with Pakistani firms as a condition of the eligibility to bid. The mandatory 
requirement for bidders to be licensed with Pakistan Engineering Council as a condition of 
eligibility may represent an additional hurdle for foreign bidder participation. There should also 
be adequate procurement monitoring in line with RBL policy, which requires tracking total 
awards to foreign bidders. 
 
29.  Executing authority contract administration and management. The executing 
authorities’ project planning, contract management, implementation practices, and monitoring 
mechanisms remain weak and ad-hoc due to the project-by-project approach. MHP 
implementation is the only element of the program currently under construction (the solar power 
installation element is at different stages of the procurement process). The joint ventures 
involved in MHP implementation experienced initial delays in obtaining their first milestone 
approvals and payments from PEDO. Delays in payment to contractors should be closely 
monitored. 
  
30. Overall risk assessment. The Procurement Risk Assessment and Management Plan is 
in Table 3. 
 

Table 3: Procurement Risk Assessment and Management Plan 

Risk Type Risk Description 

Rating 
without 

Mitigation Mitigation Measures 

1. Fairness and 
Transparency 

Provincial rules provide executing 
agencies discretion to (i) 
negotiate contracts, (ii) blacklist 
contractors & suppliers 

High Adopt customized SBDs to ensure 
provisions allowing discretion are not 
exercised (such provisions are not 
mandatory) 

2. Openness and 
Competition 

Provincial rules restrict openness 
allowing (i) enlistment (pre-
registration) of bidders, (ii) 
restricting participation of foreign 
bidders 

High Adopt customized SBDs to ensure 
provisions restricting openness are not 
exercised (such provisions are not 
mandated by the rules) 

3.  Market Optimize competition and market 
development 

Substantial Executing authority to conduct market 
analysis to ensure packaging is 
responsive to the market 

4.  Bidding 
Process 

PEC SBDs mandatorily impose 
restrictions on the eligibility of 
foreign bidders that are not part 
of the procurement rules  

Moderate Provincial rules do not mandate use of 
PEC SBDs; adopt customized SBDs 
without PEC restrictions  
 

5.  Institutional 
Capacity 

Institutional procurement, project 
management and contract 
administration capacity is limited, 
which can compromise 
implementation, cause significant 
project delays, and constrain 
ability to deliver project outcomes 

High Executing agencies to establish 
sufficient capacity to deliver the project 
 
Executing agencies to prepare 
procurement manual with detailed 
procedures to be followed in line with 
provincial rules  
 
Customized SBDs to be prepared with 
due attention to discretion and eligibility 
 
Executing agencies to prepare a project 
and contract management manual to 
formalize and streamline project and 
contract management practices, 
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Risk Type Risk Description 

Rating 
without 

Mitigation Mitigation Measures 

including an M&E system 
 
Executing agencies to operate a 
program performance management 
system 

Overall Risk  Substantial  

M&E = Monitoring and Evaluation, PEC = Pakistan Engineering Council, SBD = standard bidding documents. 
Source: Asian Development Bank. 

 
D. Anticorruption System 

 
31. National and provincial anticorruption system. National and provincial laws and 
institutions comprise the anticorruption framework, including (at the federal level) the Prevention 
of Corruption Acts of 1947, 1950 and 1958. No anticorruption assessments have been 
conducted of the executing agencies or energy sector in Pakistan. The lead anticorruption 
agency in Pakistan is the National Accountability Bureau (NAB), which was established in 1999 
and is the apex agency for anticorruption. In addition to operating at the federal level, NAB has 
provincial offices, including in KPP and Punjab. The Federal Investigation Agency also has the 
authority to investigate corruption and fraud cases, and also has provincial offices. The NAB 
Ordinance establishes NAB’s authority with regard to the detection, investigation, prosecution 
and disposal of cases, including corruption and corrupt practices across all of Pakistan. It also 
gives NAB authority to take measures to prevent corruption and corrupt practices. The main 
method used by NAB is plea bargain and voluntary return to recover funds lost to fraud and 
corruption.   
 
32. At the provincial level, the Anti-Corruption Establishment (ACE) is the anticorruption 
office of the respective provincial governments, with offices established in KPP and Punjab. The 
ACE investigates allegations made by anyone against public officials. There are two committees 
to handle allegations depending on the public official’s grade. A case of alleged corrupt practice 
is reported to the ACE, upon which an initial review is carried out, and an investigation carried 
out if warranted.  
 
33. Anticorruption system in executing agencies.  There is no overall integrated and 
proactive approach to anticorruption at the executing authority level. Staff members have an 
obligation to adhere to appropriate rules that govern their respective activities, and the codes of 
conduct for public officials in KPP and Punjab provinces. These rules include service rules and 
various accounting and financial manuals. In service rules, applicable details include 
classification of employees, devotion to duty, misconduct, inquiry procedures, and sanctions and 
penalties. The accounting and financial manuals state that authorizing expenditures are guided 
by high standards of financial propriety. Improvements could be made with regard to public 
reporting of corruption allegations to ensure clarity, especially on the NAB and executing 
authority websites and social media channels.    
 
34. Blacklisting of suppliers and contractors. There is a clear provision within Federal 
and Provincial Procurement Laws and Rules to blacklist suppliers and contractors found to have 
been involved in fraudulent or corrupt practices during procurement. This policy and process 
should include a check by the executing agencies to ensure that blacklisted companies and 
individuals are not shortlisted or awarded a contract. One aspect that could be clearer are 
definitions of corrupt, fraudulent, collusive, coercive and obstructive practices, similar to those 
included in the ADB RBL Program10.  
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 ADB Policy Paper. 2013. Piloting Results-Based Lending for Program. 
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35. Contract reviews. The anticorruption system reviews contracts valued at more than 
PRs50 million. This applies to institutions such as the executing agencies, which are required to 
provide a copy of the contract to their respective provincial NAB office for evaluation.  
 
36. Recent and planned anticorruption and fraud system initiatives. NAB proposed a 
Whistle Blowing Act to the Ministry of Law, Justice and Human Rights in 2015, and approval is 
pending. It is intended to contribute to increased reporting of corruption. Further planned 
changes in NAB include continuation of efforts to increase public trust, improve case monitoring 
and the intention to establish an Anti-Corruption Academy. 
 
37. Anticorruption system risks.  The main risks are the seemingly reactive nature of the 
anticorruption system, which functions by responding to complaints. A proactive approach could 
be adopted by both executing agencies, comprising visible leadership with a commitment to 
fraud prevention and anticorruption; consistent awareness-raising to reinforce the leadership 
commitment; strengthening of the accountability and responsibility of project stakeholders 
involved in decision making and expenditure approval; and declaration and management of 
conflicts of interest.  
 

Table 4: Anticorruption System Risks 

Risk Type Risk Description 
Rating without 

Mitigation Mitigation Measure 

1. Internal 
Controls 

Strengthen identified control points 
to reduce risk of fraud and 
corruption during procurement and 
project implementation 

Substantial Energy Department and PEDO to 
implement risk management plan to 
mitigate the identified sources of fraud 
and corruption 

2. Policy 
Implementation 

Reactive anticorruption system is 
initiated upon receipt of a 
complaint 

Substantial Energy Department and PEDO to take 
proactive policy implementation actions 

Overall Risk  Substantial  

PEDO = Pakhtunkhwa Energy Development Organization. 
Source: Asian Development Bank. 

 


