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FINANCIAL MANAGEMENT ASSESSMENT 
 
A. Introduction 
 
1. A financial management assessment (FMA) was conducted by ADB focusing on financial 
accounting, auditing, and risk mitigation measures. It is pertinent to note that FMA should not be 
treated as an alternative to audit opinion, but it is to assess the adequacy of the executing and 
implementing agencies’ financial management dynamics and controls. 
 
2. The FMA was conducted on the executing agency (EA) namely, Water and Power 
Development Authority (WAPDA), for the Project Readiness Financing (PRF) for Kurram Tangi 
Integrated Water Resources Development Project (KTIWRDP).1  The FMA is to assess the 
robustness of the existing financial management systems, internal controls and the underlying risks 
and explore potential mitigation measures to manage the potential risks. The recommendations 
made in this report aim to provide a framework to mitigate risks and provide reasonable assurance 
to ADB that the project funds would be used for intended purpose. The assessment has been 
conducted in accordance with ADB guidelines given in the Technical Guidance Notes on Financial 
Analysis and Evaluation2 and Financial Management Assessment.3 The assessment focuses on 
accountability and transparency and covers (i) internal controls; (ii) funds flow arrangements; 
(iii) accounting and financial reporting; and (iv) audit arrangements.  
 
3. To derive the final risk rating for the project risk management arrangements, a risk analysis 
was conducted and is presented in the document. The pre-mitigation financial risk assessed for the 
project is specifically concluded as moderate. WAPDA has adequate financial management 
capacity to render the use of advance fund and the statement of expenditure (SOE) procedure 
suitable for the PRF. WAPDA’s financial management systems are sufficient to record financial 
transactions, track balances, generate financial reports, provide regular records and safeguard 
assets. In the context of the PRF and considering the nature of disbursements (consulting services 
cost) which would be mostly through direct payments, there are no substantial risks which may put 
the project at critical risk of financial misappropriation. The risks analysis is presented in the 
relevant section of this report.  The associated recommendations provide the basis to design the 
financial management action plan (FMAP) to reduce the project’s financial, operational and 
compliance risks. 
 
B. Project Description 

 
4. Rationale: Pakistan is a water insecure country. It is close to the water scarcity threshold of 
1,000 cubic meters (m3) per person per year. The country’s water security is undermined by poor 
water resources management, weak water services delivery, including irrigation and drainage 
services, poor water data and analysis, weak planning and allocation, pollution, and low water 
productivity.4 The agriculture sector in Pakistan contributes 18.5% to the country’s gross domestic 
product (GDP) and provides employment for approximately 38.5% of the labor force and remains 
the main source of livelihood for the majority of Pakistan’s rural population. Over the last decade, 
the performance of the sector has remained subdued due in part to inadequate water availability. 
The agriculture sector uses 90% of the available water. The irrigated agriculture produces 80% of 
the total food requirements and contributes to around $22 billion to annual GDP. The Khyber 

 
1 Financial management assessment for the executing and implementing agencies of the ensuing project is being 

undertaken by the transaction technical consultant. 
2 ADB. 2019. Financial Analysis and Evaluation: Technical Guidance Note. Manila. 
3 ADB. 2015. Technical Guidance Note on Financial Management Assessment. Manila 
4 Young et al. 2019. Getting More from Water. A World Bank Report. 
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Pakhtunkhwa (KP) province, where the project is located, has 17% of the country’s population and 
contributes up to 10.5% to the country’s GDP. About 22% of KP’s GDP is from the agriculture 
sector, which also provides jobs to about 37% of the labor force in the province. Nearly 80% of the 
province’s population lives in rural and peri-urban areas, where about 85% directly or indirectly 
earn their livelihood from agriculture. The province has around 1.0 million ha of irrigated land and 
1.4 million ha of un-irrigated land. 
 
5. The country’s energy sector is a constraint to economic growth. Currently, around 60 million 
people have no access to energy. Hydropower only accounts for 27% of the total energy produced 
in the country. In addition to potential water scarcity and the energy crisis, climate change is posing 
various challenges to Pakistan’s water and energy sectors. It is expected that in the near future, 
Pakistan’s hydrological cycle will be impacted due to global warming. This will alter the timing and 
intensity of extreme events (e.g. flood, droughts, heat-waves, high winds, cloud outbursts, cyclones 
etc.), and may adversely affect various projects within the country. Use of diesel pumps for 
groundwater extraction and energy production using oil produce greenhouse gases into 
atmosphere and will intensify warming. Therefore, there is a need to produce more green energy 
to cater for the current and future population energy needs. 

 
6. The KTIWRDP is a priority for the government and is also aligned with ADB’s Strategy 2030, 
addressing poverty and inequality, climate change and disaster risk management, rural 
development and food security and strengthening governance and institutional capacity.5 The 
government’s National Water Policy 2018 and Vision 2025,6 and ADB’s Country Partnership 
Strategy (2020-2025),7 all emphasize the need for water, energy and food security, reducing rural 
poverty and enhancing rural livelihoods, and reducing regional growth disparities. 
 
7. Description: ADB’s financing amount for the PRF is  $5 million to prepare detailed 
engineering design of the dam and its appurtenance structures, power houses, procurement 
preparation and other project readiness activities. The PRF will ensure high project readiness of 
the ensuing project, thereby facilitating the timely and cost-effective achievement of the project 
outcomes. The proposed PRF and KTIWRDP are listed in the country operations business plan, 
2021–2023 for Pakistan.8 The government approved Planning Commission-2 (PC-2) for the 
proposed PRF in June 2021. ADB’s value addition will include: (i) capacity development for 
improved water resources management; (ii) updating environmental impact assessment, land 
acquisition and resettlement plan, gender action plans with a special focus on gender equality in 
line with detailed design; (iii) ensuring climate-resilient designs; and (iv) integration of command 
area development with the key irrigation infrastructure. 
 
8. Impact: Energy, water and food security improved (Pakistan Vision 2025, Government of 
Pakistan). 
 
9. Outcome: Productivity and sustainability of water resources improved. 
  
10. Outputs: (i) Detailed engineering design, and procurement and safeguard documents 
completed, and (ii) Capacity of executing and implementing agencies for project implementation 
readiness improved. 

 
5 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. Manila.  
6 Ministry of Planning, Development and Reforms, Islamabad. https://www.pc.gov.pk/uploads/vision2025/Vision-2025-

Executive-Summary.pdf 
7 ADB. 2020. Country Partnership Strategy: Pakistan, 2021-2025 - Lifting Growth, Building Resilience, Increasing 

Competitiveness. Manila.  
8 ADB. 2020. Country Operations Business Plan for Pakistan, 2021-2023. Manila 

https://www.pc.gov.pk/uploads/vision2025/Vision-2025-Executive-Summary.pdf
https://www.pc.gov.pk/uploads/vision2025/Vision-2025-Executive-Summary.pdf
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11. Financing: ADB will finance $5.00 million from the Ordinary Capital Resources (OCR) 
regular loan. The estimated counterpart financing is USD 2.70 million. 

 
C. Overview of Pakistan’s Public Expenditure and Financial Accountability Assessment   
 
12. ADB’s Country Partnership Strategy (CPS) for Pakistan during the period 2015-2019 noted 
inadequate PFM system, vulnerability to corruption, and lack of capacity in government entities — 
particularly with decentralization — which could pose a risk to CPS implementation.  ADB’s policy-
based operations and technical assistance (TA) initiatives directly address some of these risks by 
supporting reforms and capacity development to improve the financial soundness and performance 
in the public sector. Measures were designed and incorporated in ADB projects to address sector-
specific risks and help improve integrity and accountability. 
 
13. ADB’s Pakistan CPS for 2021-2025 was approved in December 2020. As part of the risk 
assessment, with particular regard to public finance management (PFM), the key risks identified 
included: (i) poor budget planning practices; (ii) inefficient budget execution practices and weak 
systems for the preparation, appraisal, and monitoring of public investment projects; (iii) weak 
treasury management; (iv) poor accounting and reporting standards; and (v) inadequate corporate 
governance of Public Sector Enterprises (PSEs). To mitigate the impact and likelihood of these 
risks, ADB's counter-measures included: (i) proposed TA support to the implementation of the PFM 
Act and the PSE Law, (ii) policy-based assistance for financial management reforms and sector-
specific institution-building, and (iii) capacity building programs to professionalize project auditing 
and accounting in project management offices and executing and implementing agencies. 
 
14. A public expenditure and financial accountability (PEFA) assessment at country-level 
completed in June 2012 was reviewed.9 The latest report indicates that overall, only 13 indicators 
or about 42 percent of total indicators for PFM system of Pakistan, score adequately,10 as in Table 
1 below. 
 
15. The assessment of the federal government 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). 
 
16. 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.  

 
 

 

 

 
9Government 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.   

10B and above rating given for these indicators. 
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Table 1: Public Expenditure and Financial Accountability Assessment 

Indicators  Dimension  
PEFA 
Score  

Risk 
Rating  

   A. BUDGET CREDIBILITY        

PI-1  Aggregate expenditure out-turn compared to original approved budget  B  Moderate  

PI-2  
Composition of expenditure out-turn compared to original approved 
budget  

C+  Substantial  

PI-3  Aggregate revenue out-turn compared to original approved budget  B  Moderate  

PI-4  Stock and monitoring of expenditure payment arrears  NA    

  B. COMPREHENSIVENESS AND TRANSPARENCY      

PI-5  Classification of the budget  A  Low  

PI-6  Comprehensiveness of information included in budget documentation  A  Low  

PI-7  Extent of unreported government operations  C+  Substantial  

PI-8  Transparency of inter-governmental fiscal relations  A  Low  

PI-9  Oversight of aggregate fiscal risk from other public-sector entities.  C+  Substantial  

PI-10  Public access to key fiscal information B  Moderate  

  C. POLICY-BASED BUDGETING      

PI-11  Orderliness and participation in the annual budget process  A  Low  

PI-12  Multi-year perspective in fiscal planning, expenditure policy and budgeting  B+  Moderate  

  
D. PREDICTABILITY AND CONTROL IN BUDGET EXECUTION 

    

      

PI-13  Transparency of taxpayer obligations and liabilities  B  Moderate  

PI-14  Effectiveness of measures for taxpayer registration and tax assessment  C+  Substantial  

PI-15 Effectiveness in collection of tax payments D+  High  

PI-16  Predictability in the availability of funds for commitment of expenditures  C+  Substantial  

PI-17  Recording and management of cash balances, debt and guarantees  B+  Moderate  

PI-18  Effectiveness of payroll controls  B+  Moderate  

PI-19  Transparency, competition and complaints mechanisms in procurement  D+  High  

PI-20  Effectiveness of internal controls for non-salary expenditure  C+  Substantial  

PI-21  Effectiveness of internal audit  D  High  

  E. ACCOUNTING, RECORDING AND REPORTING      

PI-22  Timeliness and regularity of accounts reconciliation  D+  High  

PI-23  Availability of information on resources received by service delivery units  NA    

PI-24  Quality and timeliness of in-year budget reports  C+  Substantial  

PI-25  Quality and timeliness of annual financial statements  C+  Substantial  

  F. EXTERNAL SCRUTINY AND AUDIT      

PI-26  Scope, nature and follow-up of external audit  B  Moderate  

PI-27  Legislative scrutiny of the annual budget law  C+  Substantial  

PI-28  Legislative scrutiny of external audit reports  D+  High  

  G. Donor Practices      

D-1  Predictability of Direct Budget Support  A  Low  

D-2  
Financial information provided by donors for budgeting and reporting on 
project and program aid   

C  Substantial  

D-3  Proportion of aid that is managed by use of national procedures  D  High  
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D. Institutional Assessment 
  
17. WAPDA was established in 1958 through an Act of Parliament (WAPDA Act 1958). It was 
established as a Semi-Autonomous Body under the administrative control of the Federal 
Government for the purpose of coordinating and giving a unified direction to the development of 
schemes in Water and Power Sectors. These were previously being developed by the respective 
Electricity and Irrigation Department of the Provinces. In 1998, Pakistan Electric Power Company 
(PEPCO) was created to manage the unbundling of WAPDA’s assets. Hydroelectric (hydel) power 
generation remained under  WAPDA, which retained ownership of the 14 hydel power plants at 
that time (2020: 21 power plants). Further restructuring was completed in October 2007, whereby 
WAPDA’s Power Wing was further unbundled into 15 companies i.e. National Transmission and 
Dispatch Company Limited (NTDCL), 10 Distribution Companies (DISCOs), and 4 Generation 
Companies (GENCOs) with separate management. WAPDA’s role is now limited to operation & 
maintenance (O&M) of the operational hydel power stations and for the future development of water 
and hydropower resources, including hydel generation. 
 
18. WAPDA is responsible for the country's hydroelectric generation, flood control and water 
supply. It is Pakistan's largest hydropower supplier, accounting for more than a quarter of the 
country's power generation and 95% of hydropower capacity in 2019. WAPDA's hydroelectric share 
in the country's power generation mix is planned to expand to 35% by 2028, from 29% in 2018, 
according to National Electric Power Regulatory Authority (NEPRA), which will intensify WAPDA's 
policy role. Its capacity is difficult to substitute, as independent power producers only account for 
5% of hydroelectric capacity, implying severe service disruption should WAPDA fail. 
 
19. The Authority is headed by Chairman WAPDA and its three Members (Water, Power and 
Finance), working through a Secretary, Water Resources. The Authority meets regularly and 
provides general strategic direction to the operations of the organization. There is also an elaborate 
setup of several management committees and sub-committees which guide the multiple functions 
of WAPDA. 
 
20. The WAPDA Book of Financial Powers 2016, Accounting and Financial Reporting Manual 
2014, Budget Manual 2014, Procurement and Contract Manual 2014 and Internal Audit Manual 
2014 provide a comprehensive code of principles, policies and procedures to guide the financial, 
functional and operational responsibilities of the officers of the WAPDA. The WAPDA Act 1958 
confers definite powers and responsibilities on the Authority, and delegates specific responsibilities 
and powers to the officers, to discharge the statutory functions. These responsibilities and powers 
have been defined and elaborated in the WAPDA Book of Financial Powers 2016. The delegation 
of powers is aimed at facilitating smooth working of the Authority for achievement of the objectives 
as defined in the WAPDA Act 1958. 
 
E. Financial Management Assessment of WAPDA  
 
21. Derived and deduced from the extensive literary review of WAPDA, ADB and other 
documents related to financial management arrangements at WAPDA as well as discussion and 
interviews held with the WAPDA’s staff, the findings of the FMA undertaken are presented 
hereunder. 
 
22. Executing and Implementing Agencies: WAPDA is the executing agency, leading the 
preparation and implementation of the PRF. The project implementation agencies include the 
Khyber Pakhtunkhwa Irrigation Department and Khyber Pakhtunkhwa Agriculture Department. 
These agencies  will not be directly involved in the PRF procurement and contract management 
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and financial transactions. The WAPDA will delegate the responsibility of project execution and 
monitoring to its Project Management Office (PMO) set up at Bannu, KP, where the ensuing project 
is located. For efficient cross-functional coordination, Project Steering Committee, Working 
Committee and Coordination Committee shall be instituted between the Ministry of Water 
Resources (MoWR), WAPDA and the Government of Khyber Pakhtunkhwa (GoKP). An institutional 
assessment is given in detail section D above, and the financial position and future sustainability 
is summarized in section F below. 
 
23. Experience of Managing Externally Financed Projects: WAPDA has a diverse and long 
history of executing foreign-funded projects which include several multi-million dollar hydropower, 
water resources and irrigation projects. WAPDA’s portfolio of foreign funded projects in recent past 
notably include Tarbela Fourth Extension Hydropower Project costing $914 million and Dasu 
Hydropower Stage I Project consisting of an International Development Association Credit of 
$588.4 million and a Partial Credit Guarantee of $460 million to help mobilize commercial financing 
for the project. Recently, the World Bank has signed agreements with the Government of Pakistan 
(GOP) to provide concessional financing of $1.15 billion for two power projects in KP including an 
88MW Gabral-Kalam Hydropower Project, as well as the 157MW Madyan Hydropower Project. 
This indicates the strong trust of multi-lateral development banks and agencies in WAPDA’s 
operations. Prior to the unbundling of WAPDA, ADB had extended a loan of $125 million to WAPDA 
under the Twelfth Power (Sector) Project in 1991. 
 
24. Fund Flow Arrangement: The fund flow mechanism defined for the project, as given in 
Appendix 1, is deemed suitable for the needs of the PRF considering the nature of disbursements 
(consulting services cost). These would be mostly through direct payments with some control over 
the utilization of project funds to be given to the EA. The provision of counterpart funds to WAPDA 
has improved over the years providing further assurance on the sustainability of the project and 
earnestness of the government. WAPDA has adequate capability and experience to efficiently 
utilize ADB funds and resources. As envisaged in the project administration manual (PAM), an 
advance account shall be opened in the name of the Project Director, PMO, WAPDA . This will be 
in accordance with government procedures for revolving fund accounts whereby WAPDA can use 
the SOE procedures based on prior experience in managing such projects, and it has adequate 
financial capability to comply with ADB requirements. 
 
25. Organization and Staffing: WAPDA comprises a complex but well-defined hierarchical 
organization structure. A PMO is established for the execution, implementation, monitoring and 
control of every project at the formation. More specifically, WAPDA accounting and finance staff 
have experience and knowledge of financial management and disbursement procedures of donor 
agencies such as the World Bank and USAID, having executed several foreign-funded projects 
currently and in the past. The accounting and finance staff are recommended to obtain training 
from ADB on relevant disbursement and financial management procedures and guidelines as 
stated in the FMAP. WAPDA Finance & Accounting (F&A) staff can prepare International Public-
Sector Accounting Standards (IPSAS) cash-basis compliant project financial statements and 
International Financial Reporting Standards (IFRS) accrual basis compliant entity financial 
statements. Organogram of current organization structure at the entity level and project level was 
shared with ADB for review during the FMA. The finance department in the head office is headed 
by Member (Finance) who is supported by General Manager and Deputy General Manager 
Finance. Accounting and Finance staff constitute full time headcount of WAPDA and are well-
trained and professionally qualified to execute their duties. 
 
26. Accounting Policy and Procedures: WAPDA’s accounting policy is based on IFRS.  
WAPDA uses accrual basis of accounting as per the requirements of the Companies Act 2017. At 
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the project level, project financial statements are prepared in accordance with the IPSAS on cash-
basis. All project financial records are thereafter consolidated at the head office for the purpose of 
preparation of entity financial statements. There is well-defined chart of accounts in place which is 
also embedded in the Enterprise Resource Planning (ERP) for automated and accurate recording 
of financial transactions. Records are retained for the appropriate duration prescribed by the local 
law (minimum of five years). The in-house ERP software is mapped to the chart of accounts and 
provides comprehensive capability to record and report financial transactions at the project and 
entity level. 
 
27. Segregation of Duties: At an operational level, there is adequate segregation of duties with 
regards to preparing transactions, approving authorities, bank reconciliations and assets 
monitoring. Proper segregation of duties and responsibilities are defined and diligently followed as 
observed under review of sample vouchers during the preparation of this FMA. 
 
28. Budgeting System: The government is investing sizable funds for harnessing available 
potential of land and water resources for socio-economic uplift of the country. Accordingly, 
planning, designing and execution of water resources development projects in the sub-sectors of 
hydroelectric power generation, irrigation, drainage and storages have been assigned to WAPDA 
in line with WAPDA Act 1958. Therefore, funds as grants under the development expenditure 
budget of water resources division are being provided through Public Sector Development 
Programme (PSDP). In addition to development budget, operating and recurring expenses 
including payroll, O&M, and debt servicing are included in the budgeting activity conducted 
annually. Budgeting follows a bottom-up approach whereby the budget for the succeeding year is 
proposed by the project offices based on the forecasted activity and work plans. This is prepared 
in consultation with contractors and technical experts. The work plan is then translated in monetary 
terms in the form of cash plan which is prepared in a head-wise format and submitted to WAPDA 
Central Directorate. The budget is consolidated by the Budget section of the Finance wing of 
WAPDA, at most one month prior to the start of the new fiscal year, and after seeking approval 
from the Chairman WAPDA, it is submitted to the MoWR for review, approval and onward 
submission to the Finance Division of the government for final approval. The budget is prepared 
for the Annual Development Program, Maintenance, Establishment, Foreign Economic Assistance, 
Own Resources, Receipts and Investment categories for WAPDA operations and projects, both 
ongoing and completed, across the country. Regions are allocated budgets for Maintenance, 
Establishment, etc. and funds are released to regions based on approved budgets, based on the 
quarterly demand submission. 
 
29. Payments: There is a defined mechanism for payments followed at WAPDA. There is 
adequate segregation of duties in the payments process in terms of ordering of goods and services, 
verifying actual deliveries and preparation and recording of payments vide cheques. All 
transactions are recorded in the ERP software. The vouchers are signed by multiple process 
owners e.g. at the project level there are dual signatories including the Project Director and Deputy 
Manager F&A. All invoices are matched to purchase orders and goods receipt notes. Invoices are 
marked or stamped as ‘paid’ to ensure that double payment is avoided. Adequate internal controls 
in terms of approving authorities are also defined as per the WAPDA Book of Financial Powers 
2016 which also enable pre-auditing of payments and vouchers. 
 
30. Policies and procedures: WAPDA has its own internal publications which are approved by 
the competent forum which serve as the cornerstone of policies and procedures that are followed 
by staff in different units including F&A. The WAPDA Book of Financial Powers 2016, Accounting 
and Financial Reporting Manual 2014, Budget Manual 2014, Procurement and Contract Manual 
2014 and Internal Audit Manual 2014 provide a comprehensive code of principles, policies and 
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procedures which are the guiding principles for the F&A function. 
 
31. Cash and Bank: Cash books for all bank accounts, including assignment accounts and 
commercial bank accounts (if any) are maintained manually on cash books and ledgers. Similar 
arrangements are in place at regional and project offices as well. Cash and bank accounts are 
updated and reconciled on a monthly basis. Dual signatories are identified and authorized by 
Member (Finance), WAPDA to operate the bank accounts. Imprest accounts and petty cash are 
also meticulously managed by WAPDA in all offices where such need may arise. 
 
32. Safeguard over assets: WAPDA has an inventory management system which is 
computerized in the ERP, whereby all inventory is recorded. Moreover, WAPDA has also planned 
to implement the Fixed Assets Module for real-time recording and monitoring of Assets. Fixed 
assets physical stock-take is done periodically by both internal and external auditors. Fixed asset 
register is kept updated manually at the central directorate level and mostly on project sites and 
formations as well, however this area was lacking at the PMO, KTIWRDP at Bannu, KP. WAPDA 
has approximately PKR 2.0 trillion of assets on its balance sheet as at 30 June 2019 primarily 
consisting of infrastructure development, and property, plant & equipment. 
 
33. Other offices: WAPDA carries out its functions through its regional offices divided in North, 
South and Central regions headed by respective General Managers. WAPDA also has several field 
offices on its hydel project sites and formations, spread across the country which are integral to the 
implementation of projects. All financial and internal controls are equally applicable on regional or 
field offices, similar to the head office at Lahore, hence the applicability of financial management 
practices is not geographically restricted. There are defined procedures for the flow of funds and 
financial information from head office to regional offices and vice versa to ensure accountability. 
The internal and external audit mandate also cover the regional offices and formations during 
audits. Project financial and physical progress data flows in a bottom-up manner from regions to 
headquarters. Project offices submit monthly trial balances to regional offices which submit a 
consolidated summary to head office for the purpose of consolidation of WAPDA’s entity financials. 
 
34. Internal Audit: WAPDA’s Internal Audit Division is responsible to undertake the required 
internal auditing of WAPDA’s operations and projects. Internal Audit has been set up as a part of 
internal control system in WAPDA. The division is led by the Chief Internal Auditor, WAPDA who 
reports to the Member (Finance), which casts some doubt on the independence of the internal 
audit. The Internal Audit Division carries out audit of expenditure and income of WAPDA in addition 
to the physical verification of stock held at various stores. During the financial year 2018-2019, 
Internal Audit conducted annual audit of 97 formations and physically verified stock of 35 
formations. An amount of PRe76.324 million was recovered through annual audit. Project audit 
was also conducted, and 14 reports were issued besides 7 audits of payments made to consultants 
and a sum of PRe2.17 million and PRe64.376 million were recovered respectively. One of the 
important functions of Internal Audit Division is to assist / coordinate with the WAPDA formations, 
external audit and Ministry or Secretary (Principal Accounting Officer), to finalize replies to the audit 
observations in the management letter and audit reports of the Auditor General of Pakistan (AGP), 
and thereafter submit compliance of Public Accounts Committee (PAC) directives. During the 
period 2018-19 updated compliance status on audit reports from FY2011-12 to FY2018-19 were 
prepared and sent to the MoWR for submission to the National Assembly and the AGP. 
Nonetheless, the recurrence of frequent irregularities cast some doubt on effectiveness of internal 
audit. External auditors have also emphasized proper implementation of financial reporting 
mechanism and enforcement of laws and regulations in letter and spirit for improving the internal 
controls and internal audit of WAPDA. The Internal Audit Division needs strengthening and capacity 
building. A comprehensive Internal Audit Manual was prepared in 2014 and is followed by the 
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internal audit staff to conduct their activities and generate reports to ensure a standardized 
accountability mechanism across the organization. 
 
35. External Audit: The external audit of WAPDA entity financial statements and project 
financial statements is carried out annually. Being the Supreme Audit Institution (SAI), the office of 
the AGP through its Directorate General Audit (Power), Lahore performs the audit of the financial 
statements of WAPDA and its projects. WAPDA is an ‘Exempt Entity’ under the New Accounting 
Model which means it is which means that it is outside the purview of accounting responsibilities of 
the Controller General of Accounts and performs self-accounting of its Water, Power and 
Coordination wings using double entry accounting. Although the financial statements of WAPDA 
are audited annually by the AGP, no opinion is expressed on the overall financial position by the 
auditor, as per WAPDA Audit Guidelines 2010; thus the audited financial statements, exclusive of 
audit opinion, are published by WAPDA in its annual report and also submitted by WAPDA to the 
MoWR, which then consolidates these with its accounts before presentation to the National 
Assembly. The Audit Reports comprising of solely of audit paras is disclosed on the AGP website; 
laid before the National Assembly by the AGP; and any outstanding audit observations in the 
management letter are then discussed in the PAC meetings which then reports back to the National 
Assembly. External audit is concluded within 6 months of preparation of financial statements. Last 
publicly available audit report including the management letter is for the financial year 2017-18 
available on AGP website, and WAPDA’s latest publicly available annual report is of the financial 
year 2018-19 which has financial statements, exclusive of audit opinion, appended. Audit is carried 
out in accordance with the applicable International Standards on Auditing (ISA) and as per 
requirements of the Companies Act 2017 which complies with the requirements of ADB. Recurring 
audit observations revolve around similar theme i.e. ineffective internal control system, cases of 
violation of Public Procurement Regulatory Authority (PPRA) Rules, excess / over-payment to 
contractors, non-recovery of liquidated damages / charges and abnormal delay in completion of 
projects. 
 
36. Reporting and Monitoring: WAPDA complies with the reporting requirements of the 
Ministry of Finance, Revised System of Financial Control and Budgeting of the Federal Government 
and all applicable government rules and regulations. WAPDA’s in-house ERP software has the 
capability to generate the requisite reports at the entity level and on the project components, 
including all financial activities on a periodic basis. These reports are submitted to the management 
of the Authority, MoWR, Accountant General Pakistan Revenues and the National Assembly of 
Pakistan after close of each financial year. These financial records and reports are also used to 
meet the requirements of the annual financial attest and performance audits by the external auditor 
i.e. the AGP. The financial records and statements can be drilled-down to program or project level. 
 
37. Information Systems: WAPDA has deployed a customized ERP software which was tailor 
made for WAPDA’s financial reporting needs and covers three core elements including: General 
Ledger, Store Inventory and Payroll Modules. The software produces regular reports on a ‘Need-
To-Know’ basis and is suitable as a: (i) DSS – Decision Support System (for useful economic 
decisions and management visibility), and (ii) TPS – Transaction Processing System (in terms of 
user interface for simple and complex data entry). Only the relevant and authorized personnel of 
WAPDA at head office and regional/project offices can access the ERP system through assigned 
unique username and password eliminating the risks of information mishandling. Moreover, 
biometric user verification system is going to be implemented soon on all ERP modules, further 
enhancing the data security and strengthening access controls. 
 
38. To quantitively assess the financial management arrangements of WAPDA, the above 
qualitative analysis has been used as an input to the financial maturity assessment tool used for 
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ADB’s FMA given in Appendix 2. The ranking derived from the tool corroborates the findings of this 
report by concluding that the risk rating of WAPDA is moderate which means that there are chances 
of risks materializing which might have very low financial impact, if any, on the project deliverables, 
hence a monitoring risk management strategy is warranted whereby there are mechanisms to track 
and report exposure to risks, particularly to ensure that neither the probability nor the impact 
associated with the risk increases especially during the time ADB PRF loan is active and ongoing. 
 
F. Financial Health and Sustainability 

 
39. The ADB PRF loan for KTIWRDP would strengthen the ADB’s relationship with WAPDA. 
This is the agency responsible for development of hydropower resources in Pakistan. It is a critical 
infrastructure development partner which has demonstrated a good track record of financial and 
operational performance. The PRF would be a preamble to a long-term strategic engagement with 
WAPDA, and it is an important intervention in ADB’s strategy for the agriculture, natural resources 
and energy sectors in Pakistan. The PRF will assist WAPDA in integrating international technical, 
environmental and social best practices in its institutional capacity as it would provide necessary 
capacity building support for the ensuing project. 
 
40. In terms of ownership and control, WAPDA is wholly owned by the Government of Pakistan, 
which maintains tight control of the entity. The entity's budget and accounts require government 
approval, as do changes in its powers, duties and projects. The government guarantees 58% of 
the entity's debts (excluding re-lending with the government). The government funds the majority 
of WAPDA's projects via grants, re-lending and loans. The tariff scheme is favorable for WAPDA, 
sufficient to meet WAPDA's operating costs and provides a reasonable return on investment. 
WAPDA is expected to be a going concern, with consistent support and sovereign guarantees due 
to the importance of the hydroelectric plants and the company's contribution to economic 
development. To further validate the strength of WAPDA’s financial position, it is noted that the 
entity has a strong balance sheet with total assets of approximately PRe2 trillion as of 30 June 
2019. Deriving the absorptive capacity of the organization by dividing the assets with annual 
expenditures of approximately PRe50 billion, a burn-out rate of 40 years indicates strong financial 
health and authenticates that the entity is a going concern.11 
 
41. The hydroelectric unit, which is regulated by the government, is WAPDA's core commercial 
business, accounting for around 95% of total revenue and more than 75% of assets. The 
company's rating in the capital market, issued by Fitch is B-/Stable12, which is based on its 
hydroelectric business, rather than the water and finance segments, since the hydroelectric 
component is a regulated business that engages in commercial activity; whereas the water and 
finance segments are funded by government aid and grants. 
 
42. In terms of its finances, WAPDA has traditionally relied primarily on concessional financing 
from bilateral and multilateral sources, such as the World Bank, supplemented with a limited 
amount of export credit, to finance its infrastructure programs. However, considering that in the 
next 10 years, investments of approximately $15 billion are planned, WAPDA needs to not only 

 
11 The 'burn-out rate' is an interchangeable term used with the 'absorptive capacity' of an entity. It is an 
indicative financial ratio calculated by dividing the total assets of the entity with the annual operating 
expenditures. This means that in case of liquidation, suspension of business/commercial activity, or no 
revenue generated towards covering expenditures, the entity's assets by themselves are sufficient to sustain 
the entity's annual operating expense for up to 40 years. It is a measure of assessing the overall default risk 
of any entity, which in the case of WAPDA is deemed low risk. 
12 https://www.fitchratings.com/research/international-public-finance/fitch-assigns-pakistan-water-power-development-
authority-first-time-b-outlook-stable-20-03-2020 

https://www.fitchratings.com/research/international-public-finance/fitch-assigns-pakistan-water-power-development-authority-first-time-b-outlook-stable-20-03-2020
https://www.fitchratings.com/research/international-public-finance/fitch-assigns-pakistan-water-power-development-authority-first-time-b-outlook-stable-20-03-2020
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maximize the use of concessional funds, but also tap a significant amount of commercial financing 
from international banks and capital markets. WAPDA has been successful in the past in securing 
a number of commercial loans for large hydropower projects. While the terms of the commercial 
finance are more stringent, analysis of WAPDA’s future finances indicates that these would be 
affordable if the current tariff regime is maintained and implemented by NEPRA. Moreover, the 
additional debt service requirements in foreign exchange would be compensated by the reduction 
in fuel oil related import bill. The projected expansion in capital expenditure would raise leverage, 
but it is necessary to meet the country’s water and electricity needs. The investments would spur 
revenue and economic growth, regardless of utilization volatility, as the hydroelectric contractual 
framework reflects invested capital rather than electricity output. Zero dividend payouts and an 
income tax exemption would also ease the burden from WAPDA’s cash flow. 
 
43. WAPDA is a proxy funding vehicle for the government, which contributes funds for 
WAPDA's projects and guarantees the company's foreign borrowings. WAPDA plans to finance on 
its own credit with less government involvement, which expands the government's borrowing 
capacity. For instance, in order to finance nearly $2.2 billion that WAPDA needs over the next five 
years (2021-2025), with a requirement of almost $1.1 billion in the first two years, WAPDA has 
raised $500 million in the first half of 2021 from the global capital markets through issuance of its 
first green Eurobond, called the Indus bond.13 The number of bonds are envisaged to be gradually 
increased based on the financial needs of the projects to be funded i.e. Diamer-Bhasha and 
Mohmand dams. 

 
44. WAPDA’s financial ratios are suitable and indicate sustainable operations with no red-flags 
on the going concern of the entity. An analysis of the financial statements and associated ratio 
analysis is summarized in Appendix 3. 
 
G.  Disbursement 
 
45. The PRF loan proceeds will be disbursed in accordance with ADB’s Loan Disbursement 
Handbook (2017, as amended from time to time), and detailed arrangements agreed between the 
government and ADB. The types of disbursement procedures to be utilized under the PRF are 
direct payment, advance fund and reimbursement procedure. 
 
46. An advance account may be established at National Bank of Pakistan for receipt of funds 
from ADB. The currency of the advance account is United States dollar. The account may be used 
exclusively for ADB’s share of eligible expenditures. The WAPDA shall administer the advance 
account and be accountable and responsible for the proper use of advances to the advance 
account. Considering the financial management arrangements at the WAPDA, the advance fund 
limit may be set to the advance equivalent to 6 months forecast or 10% of the loan amount, 
whichever is lower. 
 
47. WAPDA may use the SOE procedure for reimbursement of eligible expenditures. The ceiling 
of the SOE procedure is the equivalent of $100,000 per individual payment. Supporting documents 
and records for expenditures claimed under the SOE should be maintained and made readily 
available for review by ADB’s disbursement and review missions, upon ADB’s request for 
submission of supporting documents on a sampling basis and for independent audit. 
Reimbursement and liquidation of individual payments in excess of the SOE ceiling should be 
supported by full documentation when submitting the withdrawal application to ADB.  
 

 
13 WAPDA floats first green Eurobond for $500m; https://www.dawn.com/news/1626110 
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48. WAPDA will be responsible for (i) preparing disbursement projections, (ii) requesting 
budgetary allocations for counterpart funds, (iii) collecting supporting documents, and (iv) preparing 
and sending withdrawal applications to ADB. Before the submission of the first withdrawal 
application, the government shall submit to ADB sufficient evidence of the authority of the person(s) 
who will sign the withdrawal applications on behalf of the borrower, together with the authenticated 
specimen signatures of each authorized person. The minimum value per withdrawal application is 
stipulated in ADB’s Loan Disbursement Handbook. Individual payments below such amount should 
be paid by the WAPDA and subsequently claimed from ADB through reimbursement unless 
otherwise accepted by ADB. The borrower should ensure sufficient category and contract balances 
before requesting disbursements. Use of ADB’s Client Portal for Disbursements system would be 
encouraged for submission of withdrawal applications to ADB. 

 
49. No further disbursements will be made from the PRF account upon refinancing under an 
ensuing or ongoing loan. The PRF loan amount and accrued financing charges are paid out under 
the PRF cost category of the ensuing or ongoing loan that will refinance the PRF loan. Provided 
the following costs are eligible expenditures, the ensuing or ongoing loan will finance: (i) costs 
incurred under PRF that have not yet been paid from the PRF account by the refinancing date, (ii) 
costs for activities initiated under PRF and continuing beyond the refinancing date, and (iii) costs 
incurred during PRF implementation but ineligible under PRF. All disbursements under government 
financing will be carried out in accordance with regulations of the Islamic Republic of Pakistan 
relevant to the projects financed by the multilateral financing organizations. 

 
H.  Accounting  

 
50. WAPDA will maintain separate PRF project accounts and records by funding source for all 
expenditures incurred on the PRF project, following either cash or accrual basis of accounting. PRF 
project accounts will follow international accounting standards such as the IPSAS cash-based 
accounting or equivalent national standards.14 

 
I.  Auditing and Public Disclosure 

 
51. The WAPDA will cause the detailed project financial statements to be audited following the 
practices of the International Organization for Supreme Audit Institutions (INTOSAI) or by an 
independent auditor acceptable to ADB.15 WAPDA will present the audited project financial 
statements (APFS) together with the auditor’s opinion, in English, to ADB within 6 months from the 
end of the fiscal year. 
 
52. The audit report for the project financial statements will include a management letter and 
auditor’s opinions, which covers: (i) whether the project financial statements present an accurate 
and fair view or are presented fairly, in all material respects, following the applicable financial 
reporting standards; (ii) whether the proceeds of the loan were used only for the purposes of the 
project; and (iii) whether the borrower or EA complied with the financial covenants contained in the 
legal agreements. 
 
53. WAPDA shall monitor compliance with financial reporting and auditing requirements during 
review missions and normal program supervision and will follow up regularly with all concerned, 
including the external auditor. 

 
14   International Public-Sector Accounting Standards (IPSAS) are issued by the International Public-Sector Accounting 
Standards Board (IPSASB). 
15  Third party audits for public sector agencies in Pakistan are generally conducted by the Auditor General of Pakistan, 
which is acceptable to ADB. 
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54. ADB shall make the government and WAPDA aware of ADB’s approach to delayed 
submission and the requirements for satisfactory and acceptable quality of the APFS. ADB 
reserves the right to require a change in the auditor (in a manner consistent with the constitution of 
the borrower) or for additional support to be provided to the auditor, if the audits required are not 
conducted in a manner satisfactory to ADB or if the audits are substantially delayed. ADB reserves 
the right to verify the project’s financial accounts to confirm that its policies and procedures were 
followed when the share of ADB’s financing was used. 
 
55. ADB’s Access to Information Policy will guide the public disclosure of the APFS, including 
the auditor’s opinion on the project financial statements. After the review, ADB will disclose the 
APFS and the opinion of the auditors on the project financial statements no later than 14 days of 
ADB’s confirmation of their acceptability by posting them on its website. The management letter, 
additional auditor’s opinions, and audited entity financial statements will not be disclosed. 
 
J. Risk Analysis and Assessment 
 
56. The risk assessment approach is based largely on ISA 400 Risk Assessment and Internal 
Control. The financial management risks are (i) inherent risk, and (ii) project (control) 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 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 for the purpose intended, and the use of funds is properly reported. 
 
57. The bases of the risk assessment are (i) the interviews and discussion with the management 
and staff of WAPDA, (ii) understanding of the process flows and internal controls in place at the 
organization, and (iii) the risk assessments and lessons learned at project appraisal and completion 
stage of projects financed by International Financial Institutions in earlier periods. 
 
58. Based on the assessment conducted to derive the conclusion of this report, the key financial 
management risk in light of the PRF is that the staff at the KTIWRDP PMO at Bannu, KP lack the 
necessary experience with ADB projects, procedures, and requirements on financial management. 
The control risk at project level is moderate. Although the general inherent risk is also deemed 
moderate, only the country-specific risk is termed substantial due to ineffective internal audit, lack 
of transparency in procurement, and timeliness of reconciliations and payments, as per PEFA 
report for Pakistan.16 

 
59. Overall risk for the PRF, as a combination of inherent and project risks, is deemed 
manageable, and within tolerable risk threshold. It is concluded that the overall pre-mitigation 
financial management risk of WAPDA is moderate. There is adequate financial management 
capacity to render the use of advance fund and the SOE procedure suitable. 
 
60. The risks identified are explained hereafter in the Financial Management, Internal Control 
and Risk Assessment (FMICRA) and appropriate risk mitigation measures have been advised 
within relevant paragraphs. Financial management risks and associated risk mitigation measures 
need to be considered and updated throughout the life of the project. 

 
  

 
16 World Bank. 2012. Public Expenditure and Financial Accountability (Pakistan) 
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             Table 2: Financial Management, Internal Control and Risk Assessment 
Risk Risk rating* Remarks/Risk Mitigation Measures 

Inherent Risk 
  

Country-specific Risks S The MoWR, WAPDA and GoKP shall ensure timely release 
of counterpart funds, as per loan covenants. WAPDA shall 
ensure that its annual budget for the project is allocated and 
made available during the fiscal year. 

Entity-specific Risks M The WAPDA is already experienced in implementing 
foreign donor funded projects specifically large and 
medium sized dams and hydropower plants including 
Tarbela, Dasu and Ghazi. 

Project-specific Risks M For financial management, conduct training during the PRF 
implementation period on ADB procedures, frequent risk 
reassessments and timely project progress reporting. 
Security in the project area may be a concern, thus 
adequate security measures and its costs should be 
embedded in the project. 

Overall Inherent Risk S 
 

 
Control Risk 

  

Experience of managing 
externally financed projects  

L WAPDA has experience of executing externally financed 
projects funded by World Bank, USAID, KfW and other 
multi-lateral donor agencies. 

Fund Flow Mechanisms L A rule-based mechanism for fund flow is available and 
governed under rules of the Ministry of Finance. 
Advance Account, Reimbursement (SOE procedure) and 
Direct Payment can be suitably used by WAPDA. 

Organization and Staffing L Staff is sufficient in number and well-qualified to manage 
the project. Currently there is no vacant position in the 
accounting department of the WAPDA’s PMO for 
KTIWRDP and all staff are deputed permanently on full-
time basis. 

Accounting Policies and 
Procedures 

L Accounting standards and practices are based on IPSAS 
Standards which are in compliance with International 
Accounting Standards. 

Payments M All payments are governed under Government of 
Pakistan’s Financial Rules and WAPDA’s financial 
manuals. Payments are verified by the concerned 
department head and pre-audited. 

Policies and Procedures L Government Financial Rules, New Accounting Manual and 
WAPDA Book of Financial Powers 2016 prescribe well-
designed principle-based financial governance structure. In 
addition, the project would also comply with ADB financial 
management requirements. 

Cash and Bank M WAPDA will have separate bank accounts for the project 
that would be operated jointly with dual signatories along 
with up to date cashbooks and bank reconciliations. 

Safeguard Over Assets M Physical verification and stock take is carried out on 
periodical bases. 

Internal Audit M WAPDA has an independent Internal Audit division which 
provides assurance to the Authority on a wide range of 
internal control related matters through review of financial 
and operational accounts of WAPDA formations across the 
country. 
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Information Systems M WAPDA’s tailor-made computerized accounting ERP 
software and Excel-based accounting ledgers are 
sufficient. The software has the capability to record 
financial transactions, has access controls and can 
generate reports for financial reporting. Manual / Guidelines 
to use the software are made available to the staff in 
addition to the mandatory training. 

Overall Control Risk M 
 

Overall (Combined) Risk M   

* H = High, S = Substantial, M = Moderate, L = Low 
ADB = Asian Development Bank, ERP = enterprise resource planning, GoKP = Government of Khyber 
Pakhtunkhwa Province, IPSAS = International Public-Sector Accounting Standards, KfW = German 
Development Bank, WAPDA = Water and Power Development Authority, USAID = United States Agency 
for International Development.  

 
61. The FMAP to address the potential risks is presented below and shall be communicated and 
agreed with WAPDA for the future. 

 
 

Table 3: Financial Management Action Plan (FMAP) 
Key Risk Action Plan Responsibility Timing 

Accounting and finance 
staff may be unfamiliar 
with ADB’s financial 
reporting requirements. 

Provide training on ADB’s 
financial management 
requirements and 
disbursement procedures. 

WAPDA and 
ADB 

Within 3 months after 
PRF loan 
effectiveness 

Delayed submission of 
APFS leading to non-
compliance with ADB 
financial management 
requirements 

Build awareness of ADB’s 
mandatory requirement of 
preparation of project financial 
statements, ensuring 
submission of APFS within six 
months of fiscal year end 

WAPDA and 
ADB 

First APFS to be 
submitted within 6 
months after end of 
FY 2021-22 (Due by 
31-Dec-2022) 

 
K. Conclusion 
  
62. It can be concluded that the shortcomings identified at the national level concerning the 
financial management capacity and the link between policy making, planning and budgeting are 
improving over the years since 2009 due to be implementation of intensive reform programs.  
 
63. WAPDA has sufficient capacity to maintain the accounting systems, financial controls, and 
audit arrangements. WAPDA’s financial accounting, auditing rules and internal control systems 
follow generally accepted international accounting and auditing practices. WAPDA’s capacity for 
financial management, and for implementing the proposed project, especially PRF loan, is 
assessed and found to be sufficient to manage and maintain the accounting systems, financial 
controls, and audit arrangements. 
 
64. Therefore, the overall pre-mitigation financial management risk, even after considering the 
potential impact of the shortcomings identified at national and entity level on WAPDA’s financial 
management capacity, is prudently rated as moderate risk
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FINANCIAL MANAGEMENT MATURITY RATING CRITERIA FOR EXECUTING/ IMPLEMENTING AGENCIES  

 

 
 
 
  

Parameters Assigned Total Score Obtained Comments

Accounting and Financial Reporting (Total 20 points)

Accrual Basis of Accounting applied 2 2 See Note 1 

Computerized FMIS 4 4 See Note 2

Monthly financial statements can be closed within 15 – 30  days 4 3 See Note 3
Financial statement prepared in accordance with acceptable financial reporting framework 4 4 See Note 4

Qualified Chartered Accountant  in the  Accounts Department 4 4 See Note 5

Financial Management & Accounting Manual in place 2 2 See Note 6

Budgeting and Financial Sustainability  (Total 20 points)

Bottom-up budgeting on annual basis with variance analysis 5 3 See Note 7

Long term and short term budgets prepared 5 3

Adequate Budget Allocation/ Releases 5 3 See Note 8  

Absorption Capacity 5 5 See Note 9

Internal Audit (Total 15 points)   

Existence of an effective IA Department 3 2 See Note 10

Internal Audit Reports to Audit Committee (at least 2x a year) 3 1.5 See Note 11

Qualified IA department heads 3 1.5 See Note 12

Risk based Internal Audit Manual 3 0 See Note 13

Evidence that IA Reports are taken seriously / followed up on 3 1 See Note 14

External Audit (Total 15 points) 

Audited financial statements issued within 6-9 months of fiscal year end 5 1 See Note 15

Competent independent external auditor 5 4 See Note 16

Limited audit observations / no serious issue repeated for more than 2 years 5 2.5 See Note 17

Internal Controls (Total 20 points) 

IC commensurate to business (as assessed by auditor or ADB) 10 7 See Note 18

Fixed Assets Register in place 5 2.5 See Note 19

Adequately trained Staff in place (limited vacancies, low turnover OR adequate experience / qualifications) 5 4 See Note 20

Governance / Tone at the top (Total 10 points)

No alleged reports of misconduct in the media 5 3 See Note 21

Active and effective Governing Body/ Chief Executive 5 3 See Note 22

100 66

Financial Management Maturity Rating Criteria for Executing/ Implementing Agencies

Scoring Guidelines: (i) Many are subjective and professional judgment to be exercised (ii) Overall Rating : 0-40% = High Risk, 40 – 60% = Substantial Risk, 60% – 75 % = Moderate, 75% – 100% = Low, 
(iii) For low risk, at a minimum must meet criteria’s 1b, 1d, 2b, 4b, and 5a, else automatically at least moderate
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Notes:  
1. A double entry accounting system is followed and in-house ERP software is in place at WAPDA. At the central directorate 

level, accrual basis of accounting is used. 
2. Accounting reports are generated using the ERP software which can also generate MIS reports as needed upto project 

level. 
3. Trial Balances prepared and reconciled as per Chart of Accounts, with minimal instances of delayed internal financial 

closing. 
4. Financial statements will be prepared in accordance with IFRS, IPSAS and national laws applicable in Pakistan 

(Companies Act 2017). 
5. At the Central Directorate, several staff are qualified Chartered Accountants from the ICAP and ICMAP. At the project 

level, Finance head is CMA qualified 
6. A comprehensive finance and accounting manual detailing the accounting policies, procedures, entries etc. is adopted by 

WAPDA. 
7. Annual budget is developed from project level up to entity level and also includes foreign donor funding. Both long term 

and short term budgets are prepared. 
8. Historically, there have been few delays in release of counterpart funding, although these are released completely prior to 

close of fiscal year. 
9. Total assets (PRe 2013 billion) divided by annual expenditures (PRe 50 billion) suggest an absorptive capacity or burn-out 

rate of 40 years which is adequate to reduce default risk. 
10. Internal Audit Division exists which is reasonably effective. 
11. Internal Audit reports to the audit committee but frequency is not defined, therefore neutral ranking is assigned. 
12. Qualifications of Internal Audit head is not disclosed, therefore neutral ranking is assigned. 
13. No such evidence shared or observed. 
14. SOP for internal audit suggests that internal audit findings are followed up but no such evidence is shared. 
15. WAPDA is an ‘Exempt Entity’ under the New Accounting Model. Audit is completed within 6-9 months of fiscal year end. 

Financial statements, exclusive of audit opinion and report, are published by WAPDA (last published for FY2018-19) and 
Audit Report, exclusive of audit opinion, is published by the AGP on its website (last published for FY2017-18). 

16. Supreme Audit Institution (SAI) i.e. Auditor General of Pakistan (AGP) is mandated to conduct external audit of WAPDA. 
17. Audit observations are noted in the management letter by the AGP audit report for FY2017-18, therefore neutral ranking 

is assigned. 
18. Internal Audit Manual 2014 and associated rules are in place and are being followed. 
19. Fixed Assets Registers are maintained at central directorate level but the practice is weak at few project or regional offices. 
20. Present staff is well versed with foreign funded projects procedures. 
21. Observations on WAPDA governance have been sometimes highlighted in Public Accounts Committee meetings. 
22. The Authority's governance structure is effectively in place which carries out regular meetings. 
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FINANCIAL RATIO ANALYSIS  

 

 
 

Financial Ratios FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 Trend Net Change (CAGR) Remarks

Profitability Indicators

Operating Margin Operating 

Profit/Revenue

35% 37% 50% 57% 44% 53% 48% 40% 2.8% Healthy growth in revenue outpacing operating 

costs.

Net Margin Net Profit/Revenue 25% 28% 44% 49% 36% 26% 1% -11% (185.5%) Linked to increased servicing of commercial 

financing, net margin has gone negative for the first 

time in FY2019.

Return on Equity Operating Profit/Total 

Capital (Rationalized)

6.5% 7.7% 10.5% 17.5% 12.3% 17.6% 14.7% 13.6% 16.0% Increasing trend, driven by increasing EBITDA versus 

minimally declining equity stake.

Liquidity Indicators

Current Ratio Current 

Assets/Current 

Liabilities

1.57     1.66     3.26     2.78       2.71      3.04      3.85      1.72      1.9% Favorable working capital management leading to 

current assets adequately covering current liabilities.

Self Financing Ratio Cashflow from 

Operations/CAPEX 

(Rationalized)

1.10     1.82     1.59     1.58       0.96      0.95      (1.38)    0.56      (12.6%) More recently, cashflow from operations have fallen 

short of CAPEX, indicating need for external financing 

as internally generated funds seem inadequate to 

finance ongoing investments.

Asset Management 

Indicator

Total Asset Turnover Revenue/Total Assets 

(Rationalized)

11.2% 13.8% 12.4% 18.3% 12.6% 13.1% 9.1% 9.4% (3.5%) Varying but almost constant trend indicating stable 

returns from assets.

Debt Management 

Indicators

Debt to Assets Ratio 

(Leverage)

Total Debt/Total 

Assets

21.0% 26.1% 20.8% 13.0% 16.7% 20.6% 27.5% 22.9% 1.7% Leverage varies but remains almost constant 

averaging one-fifth of asset base, provided 

revaluation is accounted for as well.

Debt to Assets Ratio 

(Leverage)

Total Debt/Total 

Assets (Rationalized)

21.0% 26.1% 31.3% 40.9% 46.7% 52.6% 60.0% 49.3% 18.6% Excluding the impact of one-off revaluation, leverage 

is increasing, with debt at almost 60% of asset base 

in FY2018, but trend has improved in FY2019

Interest Coverage Ratio Operating 

Profit/Finance Cost

3.38     3.34     6.55     4.63       3.81      1.61      0.89      0.70      (27.1%) Decreasing trend indicates finance costs are 

increasing relative to EBITDA required to cover the 

expense

Cash Available for Debt 

Service

Cashflow from 

Operations/Annual 

Debt Service

2.30     7.37     8.67     3.56       5.85      2.73      (4.53)    1.47      (8.6%) Decreasing trend indicates cashflow from operations 

is insufficient for debt servicing, however trend has 

improved in FY2019

Debt Service Coverage Ratio Net Profit/Annual 

Debt Service

1.37     1.98     4.24     3.04       1.82      0.70      0.06      (0.45)    (180.1%) Decreasing trend indicates net profit is decreasing 

relative to debt servicing
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Income Statement FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 Trend Net Change (CAGR) Remarks

Sales Revenue Rs. Billion 39.9        42.9        55.5        68.1        54.8        65.2        59.3        67.2        11.0% Gradual increase with organic growth over 8 years.

Operating Cost Rs. Billion 26.0        27.2        28.0        29.4        30.8        30.9        30.6        40.3        9.2% Gradual increase in line with inflation.

Operating Profit Rs. Billion 13.9        15.7        27.5        38.7        24.0        34.3        28.7        26.9        14.1% Healthy growth in revenue outpacing operating 

costs, with slight decrease noted in last two years.

Finance Cost [expense 

recognition]

Rs. Billion 4.1          4.7          4.2          8.4          6.3          21.3        32.3        38.7        56.6% Increase in finance cost since FY2017 due to 

increased debt servicing on commercial loans, green 

bonds and Sukuks issued in capital markets.

Net Profit Rs. Billion 10.0        11.9        24.2        33.7        19.9        17.0        0.6          (7.7)         (194.9%) Linked to increased servicing of commercial 

financing. Revenue is overshadowed by large cost of 

financing.

Statement of Cashflows FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 Trend Net Change (CAGR) Remarks

Cashflow from Operations Rs. Billion 16.8        44.2        49.5        39.4        64.0        66.1        (43.0)       25.0        8.3% CFO dipped negative for the first time in FY2018 due 

to one-off clearance of large unbilled net hydel 

profits to the federating units. However, CFO 

position has stabilized since then.

Capital Expenditure Rs. Billion 15.3        24.3        31.2        783.4      66.8        69.4        31.2        44.6        23.9% Almost constant trend observed except for outlier in 

FY2015 leading from capitalization.

Capital Expenditure, 

rationalized for revaluation

Rs. Billion 15.3        24.3        31.2        25.0        66.8        69.4        31.2        44.6        23.9% Constant and increasing trend showing healthy sign.

Debt Service (Interest + 

Principal) [actual cash 

outflow]

Rs. Billion 7.3          6.0          5.7          11.1        11.0        24.2        9.5          17.0        18.4% Increase in finance cost since FY2017 due to 

increased debt servicing on commercial loans, green 

bonds and Sukuks issued in capital markets.

Balance Sheet FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 Trend Net Change (CAGR) Remarks

Operating Fixed Assets Rs. Billion 187.0      216.0      232.0      983.9      969.5      949.9      945.8      1,083.5   42.1% Increasing trend, includes one off revaluation in 

FY2015 of Rs. 758 billion.

Work-in-Progress Rs. Billion 64.9        52.4        60.0        83.7        150.2      194.7      223.5      174.2      21.8% Gradual increasing trend.

Current Assets Rs. Billion 104.7      42.8        148.7      98.0        99.6        126.7      252.7      285.1      22.2% Varying trend with net increase.

Total Assets Rs. Billion 356.8      311.7      677.5      1,166.1   1,219.9   1,271.8   1,422.7   1,543.5   34.0% Increasing trend, includes one off revaluation in 

FY2015 of Rs. 758 billion.

Total Assets, rationalized for 

revaluation

Rs. Billion 356.8      311.7      448.5      371.3      435.4      497.7      651.8      716.7      15.0% Increasing trend, excluding revaluation and capital 

investment.

Current Liabilities Rs. Billion 66.7        25.8        45.7        35.2        36.7        41.7        65.6        165.3      19.9% Unpaid hydel levies and current portion of long term 

financing leading to increasing trend.

Long Term Liabilities Rs. Billion 74.9        81.2        140.6      151.8      203.2      261.6      391.0      353.1      36.4% Increasing with growing long term debt.

Net Working Capital Rs. Billion 38.0        17.0        103.1      62.8        62.9        85.0        187.1      119.8      25.8% Working capital is being managed effectively for day-

to-day financing needs.

Total Capital and 

Contributions

Rs. Billion 215.2      204.7      491.2      979.1      980.0      968.5      966.1      1,025.1   36.6% Increasing trend, includes one off revaluation in 

FY2015 of Rs. 758 billion.

Total Capital and 

Contributions excluding 

revaluation surplus

Rs. Billion 215.2      204.7      262.2      220.7      195.5      194.4      195.2      198.3      (1.6%) Excluding revaluation, the equity position is almost 

constant since FY2012, due to no increase in 

government contributions and investment.


