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PREFACE

The Auditor General of Pakistan conducts audit in terms of Articles 169 and 170 of the
Constitution of the Islamic Republic of Pakistan 1973 read with Sections 8 and 12 of the
Auditor General’s (Functions, Powers and Terms and Conditions of Service) Ordinance
2001. The Audit of Second Power Transmission Enhancement Investment Project, ADB
Loan-3419-PK NTDCL was carried out accordingly.

The Directorate General Audit Power conducted audit of the Second Power Transmission
Enhancement Investment Project Tranche-l, ADB Loan-3419-PK NTDCL for the
financial years 2021-22, during October, 2022 with a view to report significant findings
to the stakeholders. Audit examined the economy, efficiency, and effectiveness aspects of
the Second Power Transmission Enhancement Investment Project Tranche-1, ADB Loan-
3419-PK NTDCL. In addition, Audit also assessed, on test check basis, whether the
management complied with applicable laws, rules, and regulations in managing the
Second Power Transmission Enhancement Investment Project Tranche-I, ADB Loan-
3419-PK NTDCL. The Audit Report indicates specific actions that, if taken, will help the
management realize the objectives of the Second Power Transmission Enhancement

Investment Project Tranche-1, ADB Loan-3419-PK NTDCL.

The Report consists of two parts: Part-I contains Auditor’s Report and Financial

Statements. Part-11 contains Management Letter, Executive Summary and Audit Finding.

The Report has been prepared for submission to the Asian Development Bank (ADB) in

[ C—

terms of Loan Agreement-3419-PK,

SHEIKH MUHAMMAD M AMJAD
Dated: 15" December, 2022 DIRECTOR GENERAL
Place: Lahore Audit Power, Lahore
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PROJECT OVERVIEW

Name of Project

Sponsoring Agency

Executing Agency

l.oan No.

Loan Amount

Loan Amount (Revised)
Date of Commencement
Loan Closing Date

lLoan Closing Date (Revised)

Loan Utilization Status in F.Y 2021-22

Progressive Expenditure up to F.Y 2020-21

Un-utilized Loan Amount

Second Power Transmission Enhancement
Investment Project Tranche-1

Asian Development Bank (ADB)

National Transmission & Despatch
Company Limited (NTDCL)

3419-PAK

US $115.00 million
US $70.90 million
February 24" 2017
December 31% 2020
June 30™ 2023

US % 4.641 million

US $ 47.434 million

US § 23.466 million



AUDITOR’S REPORT TO THE MANAGEMENT

We have audited the accompanying financial statements of the Second Power
Transmission Enhancement Investment Project financed by the Asian Development Bank
under Loan No.3419-PAK for the financial year ended June 30" 2022,

These financial statements are the responsibility of the management of the NTDCL. Our
responsibility is to express an opinion on the accompanying statements based on our
audit.

We conducted our examination in accordance with International Standards of Supreme
Audit Institutions (ISSAIs). Those standards require that we plan and perform the audit to
obtain reasonable assurance as to whether, the financial statements are free of any
material misstatement. Our audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. Our audit also includes assessing
the accounting principles and significant estimates made by management, as well as
evaluating the overall statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

The NTDCLs policy is to prepare the accompanying financial statements in the format
agreed between the Asian Development Bank and the Government, on a cash receipts and
disbursements basis in which cash is recognized when received and expenses are
recognized when paid, rather than when incurred. Since, no imprest account is being
maintained in NTDCL hence, no bank reconciliation statements is being prepared by

management.

In our opinion:

a) The aforementioned financial statements and appended notes that were also the
subject of the audit, fairly present in all material respects the financial position of
the Second Power Transmission Enhancement Investment Project as on June 30
2022 and the results of its operations for the year ended at June 30" 2022 in
conformity with International Public Sector Accounting Standards, applied on a
basis consistent in all material respects with that of the previous years

b) The NTDCL has utilized all proceeds of the loan withdrawn from the Asian
Development Bank only for purposes of the Project as agreed between the Asian
Development Bank and NTDCL in accordance with the Loan Agreement; and no
proceeds of the loan have been utilized for other purposes.

(Cr— :

SHEIKH MUHAMMAD N M AMJAD
DIRECTOR GENERAL

Audit Power, Lahore

Dated: 15™ December, 2022
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NATIONAL TRANSMISSION AND DESPATCH COMPANY LIMITED
POWER TRANSMISSION ENHANCEMENT PROJECT
ADB LOAN NO.3419-PAK(TRANCHE-I)

Statement of Receipts and Payments

For the Year ended 30.06.2022

Receipts

External Assistance
Counterpart Funds

Total Receipts

Payments
Civil Works

Purchase of Plant and Equipment
Interest During Construction
Operating Expenses

Mark Up

Consultancy Services

Total Payaments

Increase (Decrease) in Cash
Cash at Beginning of Year
Cash at End of Year

Contingencies and Commitments

Note

5

O oa -

=

2021-22 2020-21
Receipts Receipts
(Payments) Payment by (Payments) Payment hy
Controlled by Third Parties Controlled by Third Parties
Project Project

(RUPEES IN MILLION)

(RUPEES IN MILLION)

- 837.806 - 662,669
43.552 300.750

43.552 837.806 300.750 662.669

43.552 192.021 300.750 327.270

645.785 335.399

43.552 837.806 300.750 662.669

The accompanying notes form an integral part of these financial statements and are 1o be read therewith.

!?emfjﬂﬁﬂlj?? {@t

MP &M
(e Chief Engineer (MPEM) NTDC

Chief Engineer (MP&M) NFOC
8th Floor, Shaheen Lomplex, Lahore

8t Floor, Shahean Complex, Lahors



NATIONAL TRANSMISSION AND DESPATCH COMPANY LIMITED
POWER TRANSMISSION ENHANCEMENT PROJECT(TRANCHE-1) under ADB LOAN NO.3419-PAK

Notes to the Financial Statements
For the Year ended 30,06 2022

I Reporting Entity

[.1 The Financial Statements are for National Transmission and Despatch Company Limited (NTDCL) in respect of Asian Development Bnak
(ADB) Loan Agreement No 3419-Pak. The Financial Statement encompasses the reportig entity as defined in the Financing Agreement between
Islamie Republic of Pakistan & Asian Development Bank. The Financing Agreement was signed on December 29.11 2016 for an amount of LSS

115000 Million. The Project became effective from 24.02 2017 with the closing date of 30.06.2023.
1.2 The main objective of the project is enhancement & extention of NTDC's existing system 1o provide appropriate facilities for dispersal of power

proposed 1o be generated from southern part of the country to the load centers to meet the power demand of country.
2 Certification by Project Management on Application Funds

The Office of Chiel’ Engineer MP&M NTDCL project management certified that the funds have been applied/expenditures huve been incurred
for the purpose intended in the Financing Agreement

3 Accounting Convention and Statement of Compliance

The financial statements have been prepared in accordance with Cash Basis IPSAS Financial Reporting under the Cash Basis of Accounting,
The accounting policies have been applied consistently throughout the period

4 Significant Aecounting Policies

4.1 Cash receipts and payments arising from transactions in foreign currencies are recorded in Pak Rupee by applying to the foreign currency
amount, the exchange rate between the Pak Rupee and the Foreign Currrency at the date of the receipts and payments. Exchange difference
arising on settlement of these iransactions are recognized in the Statement of Receipts and Payments.

4.2 Reporting Currency
All amounts 1n the financial statements are in Pak Rupee.

4.3 Revenue Recognition
Revenue is recognized on the date of receipt of money by bank or clearance of cheque. Revenue is recognized on gross basis and any related
cosls are recorded separately.

4.4 Recongnition of Expenditure
Expenditure is recognzed on the date when payment is made or cheque is issued. Financial year to which the payment pertain is determined by
the date on which cheque or payment advice is 1ssued.

4.5 Employee Terminal Benefits
Service benefits of government deputations employees are accounted for in their respective departments while no service terminal benefits are
paid to the contractual employees.

4.6 Payments by Third Party
The payments made by third parties do not constitute cash receipts or payments controlled by the Project but do benefits the Project as the
Project does not receive cash (including cash equivalents) directly from, or gain control of the bank accounts or similar facility established for its
benefits by, the third parties. Payments by third parties, if any, are disclosed in the Payments by third parties column on the face of Statement of
Cash Receipts and Payments and notes Lo the financial Statements.
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6.1

62

7

)

Closing Balance

Counigrpart Fundy

Gowernmant of Pakean (GOP)

NTDL own spurces

Tartal
Crowermnnint af Pakisian (GEP)
This represents. funding (o the NTDEC projects of the total Praject
between the ADB and GOP
NTDC oviyt sonrees

It inchubes; Duties, Taxes, Inierest Charges, Escalatjons and Civil Warks

Chvil Work
Opening

Wark

Duties & Taxes
Closing Balance

Purchase of Plant & Equipmen

Dpening

Purchiase of Plant & Equipment durinig ihe year

Closing Balance

TInterest Charged During Construction

Interest Paad fo GOP by NTDC duning the year

Interest Paid;

According 12 Section 202 of the Loan Agreement sighed between Agian Development Bank and Eslamic Bepublic of Pakistan,

2021-22 T00-21
Amunt in 1155 Amount in LSS

021-22 0z0-21

Lss Pak Rupees Lss Fak Rupees
6.1

6l 43 552 300 TS0
= 43,552 - J00,750

03112 2020.21
Uss Pak Rupees 1431 Pak Rupees

1 Cast by the Government of Pakistan as agreed

2021-22 2020-21
L8S Puk Rupees Uss Pak Rupees

2021-22 2020-21
uss Pak Rupees Uss Pak Rupees

192 021 =

43,552 GIR020
- 135573 = 628020

2021-22 00-21
Uss Pali Rupees uss Pk Riipees
- 645 785 335.399
- 648, TRS - 335300

2011-22 1020-21

Pak Rupecs Pak Rupees

the borraw shall pay 1o ADB interest on the principal smount of

the Jaan withdrawn and outsending from tme to Time at e for esch interest period equal Lo the sum of LIBOR and 0.60% Government of Pakistan has refent the loan smount 10 Mational

Tnsarsssion and Despatch Company (NTDC) at 11 00% Interest Rate plus 06 00% Exchange Rate Risk Cover

Net Operating Expenses
Opernting Expenses

SiafT Salanes & other benefiss
Travelling & conveyance expenses
Vehicle fuel, repair & mainienance
postage, telephone and intermer
Printing & Satstionery

Legal & professionnl fees
Eleetricity & other utilities
Depreciation & amortization
Interest charges

Miscellaneous expenses

Taral Cperating Expeneses

Lass: Dhher Income

Net Operating Expenses

Consaltancy Services
Inakividuals

Fitms
Toatard

Unrealieed Exehange G Liss)

Balance os per Books of Project as 01 Year end
Cloging Balance before Conversion a1 Year end

Clasing Revianice after Cenrversion a ar ihe Vea eod

Exchonge | Loss)'Gam

Eechenge (Lars) Ga does not appli o the NTDC i AL foan 1 relent 1o
NTTR by Govermmeny of Pakixgan i Pak Rupees

2021-22

2020-11

Uss

Pak Rupeces

Uss Fak Ropecs

1021-22

2020-11

Awiount in Pak Rupees

Amaunt in Pak Rupees

000 L
021-22 2020-21
Pak Hupers Pak Rupees




1Y Cash and Bank 221-22 1020-21

Pak Rupers Pak Rupees
Cash m Hand . .
Cash in Bank - =

Payments are direerly made by Asian Developument Bark o hehalf of fwe praject NTDC 10 respect af goods & services procuped tmporied by Hre Pregect WL

14 Commitments 011-22 WI0-21
5 Receipts
Payment by s Payment by (Payments
Third Parties . Third Paryics Controlled
Project by Project
Contractor Liabilites
Obligation under Contract
Pending Litsgation and Claims - =
14 Awthorieatin for lasue
These financinl sintements have been authorized for issue by the Project Director on 30 June 2022
15 General
Figures have been tounded off to Million rupees upeo thres decimal places
Compantive figures havve been redrragned whers nocessary for the purpose of comparison
Lo A
/5
DaiGly Manager (874 MP&M
0o Chief Engineor fpehi) NTOG Chiaf Enginger (MP& c

8ih Floor, Shahaen Complex, Lahore 6th Floor, Shefieen Complex, Lahore
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PREFACE

The Auditor General of Pakistan conducts audit in terms of Articles 169 and 170 of the
Constitution of the Islamic Republic of Pakistan 1973 read with Sections 8 and 12 of the
Auditor General's (Functions, Powers and Terms and Conditions of Service) Ordinance
2001, The Audit of Second Power Transmission Enhancement Investment Project

Tranche-I, ADB Loan-3420-PAK NTDCL was carried out accordingly.

The Directorate General Audit Power conducted audit of the Second Power Transmission
Enhancement Investment Project, ADB Loan-3420-PAK Tranche-I, NTDCL for the
financial years 2021-22, during October, 2022 with a view to report significant findings
to the stakeholders. Audit examined the economy, efficiency, and effectiveness aspects of
the Second Power Transmission Enhancement Investment Project, ADB Loan-3420-
PAK. In addition, Audit also assessed, on test check basis, whether the management
complied with applicable laws, rules, and regulations in managing the Second Power
Transmission Enhancement Investment Project, ADB Loan-3420-PAK. The Audit Report
indicates specific actions that, if taken, will help the management realize the objectives of

the Second Power Transmission Enhancement Investment Project, ADB Loan-3420-

PAK, NTDCL.

The Report consists of two parts: Part-1 contains Auditor’s Report (Audit opinion) and
Financial Statements. Part-Il contains Management Letter, Executive Summary and

Audit Finding.

The Report has been prepared for submission to the Asian Development Bank (ADB) in

terms of Loan Agreement 3420-PAK.
P N

Dated: 15" December, 2022 SHEIKH MUHMMAD NADEEM
Place: Lahore DIRECTOR GENERAL
Audit Power, Lahore



2.

PART-I

PROJECT OVERVIEW

AUDITOR'S REPORT TO THE MANAGEMENT

FINANCIAL STATEMENTS



PROJECT OVERVIEW

Name of Project

Sponsoring Agency

Executing Agency

Loan No.

Loan Amount

Date of Commencement

Loan Closing Date

Loan Utilization Status in F.Y 2021-22

Progressive Expenditure upto F.Y 2021-22

Un-utilized Loan Amount

Second Power Transmission Enhancement

Investment Project

Asian Development Bank (ADB)
National Transmission & Despaich
Company Limited (NTDCL)
3420-PAK

US $ 10.00 million

February 24" 2017

August 26" 2026

US § 0.867 million

US § 3.853 million

US $ 6.147 million



AUDITOR’S REPORT TO THE MANAGEMENT

We have audited the accompanying financial statements of the Second Power
Transmission Enhancement Investment Project financed by the Asian Development Bank
under Loan No.3420-PAK for the financial year ended June 30" 2022.

These financial statements are the responsibility of the management of the NTDCL. Our
responsibility is to express an opinion on the accompanying statements based on our
audit.

We conducted our examination in accordance with International Standards of Supreme
Audit Institutions (ISSAls). Those standards require that we plan and perform the audit to
obtain reasonable assurance as to whether, the financial statements are free of any
material misstatement. Our audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. Our audit also includes assessing
the accounting principles and significant estimates made by management, as well as
evaluating the overall statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

The NTDCL’s policy is to prepare the accompanying financial statements in the format
agreed between the Asian Development Bank and the Government, on a cash receipts and
disbursements basis in which cash is recognized when received and expenses are
recognized when paid, rather than when incurred. Since, no imprest account is being
maintained in NTDCL hence, no bank reconciliation statement is being prepared by

management.

In our opinion:
a) The aforementioned financial statements and appended notes that were also the

subject of the audit, fairly present in all material respects the financial position of
the Second Power Transmission Enhancement Investment Project as on June 30"
2022 and the results of its operations for the year ended at June 30™ 2022 in
conformity with International Public Sector Accounting Standards, applied on a
basis consistent in all material respects with that of the previous years

b) The NTDCL has utilized all proceeds of the loan withdrawn from the Asian
Development Bank only for purposes. of the Project as agreed between the Asian
Development Bank and NTDCL in accordance with the Loan Agreement; and no
proceeds of the loan have been utilized for other purposes.

SHEI MUHAMMAD
DIRECTOR GENERAL
Audit Power, Lahore

Dated: 15" December, 2022



FINANCIAL STATEMENTS
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POWER TRANSMISSION ENHANCEMENT PROJECT
ADB LOAN NO.3420-PAK(TRANCHE-1)

Statement of Receipts and Payments

For the Year ended 30.06.2022 2021-22 2020-21

Receipts Receipts

{Payments) Payment by {Paymenis) Payment by
Controlled by Third Parties Controlled by Third Parties
Project Project

Receipts Note (RUPEES IN MILLION) (RUPEES IN MILLION)

External Assistance 5 - 157.399 - 189 294
Counterpart Funds [} - -

Total Receipts - 157.399 - 189,294

Pavments

Civil Works

Purchase of Plant and Equipment
Interest During Construction
Operating Expenses

Mark Up

Consultancy Services 11 - 157,399

L =B - - |
"
Il

=

189.294

Total Payaments - 157.399 189.294

Increase (Decrease) in Cash - -
Cash at Beginning of Year s -
Cash at End of Year 13 B @

Contingencies and Commitments 14

The accompanying notes form an integral part of these financial statements and are to be read therewith,

.

} MP&M Chief Enginear (MP&M) NTDC

Depity Manager
8th Floar, Shahee Complex, Lahore

Ofo Chief Engincs: (WIPEM) NTDC
Bth Floor, Shahes Complax, Lahomg



NATIONAL TRANSMISSION AND DESPATCH COMPANY LIMITED
POWER TRANSMISSION ENHANCEMENT PROJECT{TRANCHE-I) under ADB LOAN NO.3420-PAK

Notes to the Financial Statements
For the Year ended 30.06.2022

| Reporting Entity

I.1 The Financial Statements are for National Transmission and Despaich Company Limited (NTDCL) in respect of Asian Development Bnak
(ADB) Loan Agreement No 3420-Pak. The Financial Statement encompasses the reportig entity as defined in the Financing Agreement between
Istamic Republic of Pakistan & Asian Develapment Bank. The Financing Agreement was signed on 29 11,2016 for an amount of US$ 10,000

Million. The Project became effective from 24.02.2017 with the closing date of 26.08.2026
1.2 The main objective of the project is enhancement & extention of NTDC's existing system to provide appropriate facilities for dispersal of power

proposed to be generated from southern part of the country to the load centers to meet the power demand of country.
1 Certification by Project Management on Application Funds

The Office of Chief Engineer MP&M NTDCL project management certified that the funds have been applied/expenditures have been incurred
for the purpose intended in the Financing Agreement.

3 Accounting Convention and Statement of Compliance

The financial statements have been prepared in accordance with Cash Basis IPSAS Financial Reporting under the Cash Basis of Aceounting
The accounting policies have heen applied consistently throughout the period.

4 Significant Accounting Policies

4.1 Cash receipts and payments arising from transactions in foreign currencies are recorded in Pak Rupee by applying to the foreign currency
amount, the exchange rale between the Pak Rupee and the Foreign Currrency at the date of the receipts and payments. Exchange difference
arising on seitlfement of these transactions are recognized in the Statement of Receipts and Payments.

4.2 Reporting Currency
All amounts in the fNinancial statements are in Pak Rupee.

4.3 Revenue Recognition
Revenue is recoprized on the date of receipt of money by bank or clearance of cheque Revenue is recognized on gross basis and any related
costs are recorded separately.

44 Recongnition of Expenditure
Expenditure is recognzed on the date when payment is made or cheque is issucd. Financial year 1o which the payment pertain is determined by
the date on which cheque or payment advice is issued

4.5 Employee Terminal Benefits
Service benefits of government deputations employees are accounted for in their respective departments while no service terminal benefits are
paid to the contractual employees.

4.6 Payments by Third Party
The payments made by third parties do not constitute cash receipts or payments controlled by the Project but do benefits the Project as the
Project does not receive cash (including cash equivalents) directly from, or gain control of the bank accounts or similar facility established for its
benefits by, the third parties. Payments by third parties, if any, are disclosed in the Payments by third parties column on the face of Statement of
Cash Receipts and Payments und notes to the financial Statements.
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Closing HBalance

0 Copnterpart Funds

Government of Pakistan (GOP)

NTDC own spurces
Totul

6.1 Croverdment of Pakivian (GOF)

This represents funding to the NTDC

between the ADB and GOP,

6,2 NTDC ovion sources

.1

It includes; Duties, Taxes, Interest Charges, Escalations and Civil Works,

7 Civil Work

Oipeming
Addition during the year
Cloging Balance

8 Purchase of Plant & Equipment

Opening

Purchase of Plant & Equipment during the year

Cloging Balance

9 Interest Charged During Construction

021-22 2020-21
Amount in 15§ Amount in LSS

021-22 2020-21

Liss Pak Rupees L Pak Hupees
2021-22 2020-21

Uss Pak Rupees LSS Pak Rupees

projects of the total Project Cost by the Government of Pakistan as ngreed

2021-22 2020-21

USs Pak Rupees LSS Puk Rupees
2021-22 2020-21

Lss Puk Rupees LSS Pak Rupees
021-12 020-21

LUss Pak Rupees Uss Pak Rupees
2021-22 020-21

Pak Rupees Pak Rupees

Interest Paid to GOP by NTDC during the year

9.1 Inrerest Paid;

According to Section 2.02 of the Loan Agreement signed between Asinn Development Bank and Islamic Republic of Pakistan, the bormow shall pay o ADB interest on the

principal amount of the loan withdrswn and outstanding from fime to time at rate for cach interest penad equal to the sum of LIBOR and 0.60%. Government of Pakistan

hias relent the loan amount to National Transmission and Desparch Company (NTDC) a1 11.00% Interest Rate plus 06.00% Exchange Rate Risk Cover

10 Net Operating Expenses

Operating Expenses
Staff Salanies & other henefits

Travelling & eonveyance expenses
Wehiche fuel, repair & maintenance

postage, telephone and internet
Printing & Satationery

Legal & professional fees
Electricity & other utilities
Depreciation & amornization
Imterest charpes

Miscellaneaus expenses

Total Operating Expeneses
Less: Other Income

Net Operating Expenses

11 Consultancy Services
Individuals

Firtmis
Total

12 Unrealized Exchange Gain(Loss)

2021-22 2020-21
USS Pak Rupees Uss Pak Rupees

2021-22 2020-21
Amount in Pak Rupees Amount in Pak Rupees
157.399 185,294

157,399 189,294

021-22 2020-21

Pak Rupees Pak Hupees



Bulance as per Books of Project as at Year end -
Closing Batance before Canversion o Year end S =

Clostig Balance afler Conversion as at the Fea end & £

Exchange (Loss)Gain - B
Lxchange (Loss) Gaire chovy wot apply to the NTOC ax AD8 loan it relent to NTIC By Covernsmicnr of Pakisian in Pak Rupees
13 Cash and Bank 2021-12 2020-21
Puk Rupees Pak Rupees
Cash in Hand - .
Cash in Bank - -

Paymonts are directly made by Avian Development Bank on behalf af the profect NTDC in respect of goods & services procuredimported by the Projeci NTIC

14 Commitments 2021-22 2020-21
Receips Receipts
Pavment by (Paymenis) Payment by {Payments)
Third Partics Controlled by Third Parties Controlled
Projezt by Project
Contrsictor Liabilites
Obhgaton under Contract
Pending Litigation and Claims & =

14 Authorizatin for Issue
These financial statements have been authorized for issuc by the Project Director on 30 June 2022

15 General
Figures have been rounded off to Million rupees upio three decimal places.
Comparative figures havve been resragned where nocessary for the purpose of comparison.

A) MIPEM  cnigt Enginegr (MP&M) NTDC
Ol Chiet Engineer {MP&M) NTDC 8th Floor, Shabken Complex, Lahore
8th Floor, Shiaheen Complex, Lahore



