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F o r e w o r d 

 
 
 
 
 

 The Local Government Ordinance, 2001 is based on five fundamentals: 
devolution of political power, decentralization of administrative authority, 
deconcentration of management functions, diffusion of the power-authority 
nexus, and distribution of resources to the district level. It is designed to 
ensure that the genuine interests of the people are served and their rights 
safeguarded. The new system will create an enabling environment in which 
the people can start participating in community welfare and be the masters of 
their own destiny. In pursuance of these fundamental principles, Education 
has been devolved to the Districts. The District Governments are responsible 
for exercising the decentralized administrative authority in  respect of 
educational institutions for improved service delivery and for planning, 
approving and implementing projects that serve the identified needs of the 
local communities. 
 
 The District Governments have been vested with powers to formulate 
their budgets and exercise financial powers delegated by the Provincial 
Governments. While the District Coordination Officer has been declared as 
the Principal Accounting Officer, the Executive District Officers are expected 
to enforce planning and financial rules and procedures under the District 
Government Rules of Business, 2001.  
 
 This handbook is meant to provide the framework within which all 
planning work can be undertaken by officers of the District Governments. 
Knowledge and observance of financial procedures will facilitate transaction 
of work, help eliminate delays and objections that may be raised by audit. 
 
 The hand book is based on the latest planning processes and financial 
procedures laid down by the Federal/Provincial and District Governments and 
should therefore serve as a useful guide specially to officers directly involved 
in development and financial work. 
 
  

 
 

ZOBAIDA JALAL 
Minister for Education 
Government of Pakistan 

Islamabad 
November, 2003 
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CHAPTER # 1 
 

� � � �� � � ��	
� � 	� �� � � �� � 	
 
 1. The Local Government Ordinance, 2001 promulgated by the Provincial 
Governments focuses on bottom up planning and participatory development, where 
the formal planning system will begin at the union council level for both urban and 
rural areas. Informally, the Citizen Community Boards and the village councils will 
identify local development priorities to the Union Councilors. Municipal and 
development needs will be communicated to the Tehsil and District levels 
respectively. The Tehsil and the District administration and planning offices will 
prioritize development initiatives based on locally identified priorities commensurate 
with financial capacity. The development inventory will become part of the Tehsil and 
District budgets and the respective councils will be responsible for passing these 
budgets*.  
 
2. In addition to this, the union councils, with expanded and strengthened 
capacity for revenue generation and implementation, will be empowered to initiate 
development schemes. The schemes targeted for development by the union councils 
will also be communicated to the tehsil and district levels to complete the integrated 
planning picture of the district. 
 
3. The ownership development incentive framework will cater to those schemes 
and initiatives for which communities are willing to contribute. This will constitute a 
separate planning and finance system designed to promote local resource 
generation for new projects and maintenance of existing infrastructure and services. 
  
4. The District Development Committees/Working Groups have been vested with 
powers to approve development projects up to the value of Rs. 20 million. The 
Provincial Development Working Party will approve projects exceeding this cost. 
Schemes placed before the District Development Committees/Groups or those 
referred to the Planning & Development Department for approval of the PDWP have 
to be prepared in PC-I form. A copy of the form prescribed for schemes relating to 
the Education Sector is at Appendix–I. A copy of the form in Urdu is at Appendix II. 
Guidelines for filling the form are at Appendix-III. Schemes involving the preparation 
of a feasibility study require preparation in PC II form. Progress of the scheme in 
physical and financial terms has to be reported in PC III  form and project completion 
report in PC IV form.  

 
5.    The succeeding paragraphs contain brief description of concepts relating to 
Pakistan’s planning processes and also the purposes for which the various Planning 
Commission forms are used.  
 
 
CONCEPTUAL DEFINITIONS 
 
6. All planning from the union council to the national level is usually classified in 
terms of time and organizational factor. In accordance with the time factor, plans are 
divided into three categories - short, medium and long. A short-term plan has a very 

*  Local Government Ordinance, 2001. 
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brief and limited horizon. It is formulated with only one fiscal year in view. It is also 
called Annual Development Plan or simply Annual Plan. A medium-term plan covers 
four to seven years period with five years being the most popular choice. A long-term 
plan, more often called a "Perspective Plan", may have a 15-25 years tenure 
depending upon the peculiar economic compulsions and needs of a country. The 
conceptual definitions in respect of different types of plans formulated in the country 
are indicated below:1 
 
 
ANNUAL PLAN 

7. The principal instrument for adjusting the five year plan to current realities is 
the annual plan, which has proved a dependable method for translating plan 
objectives into an operational program. In other words, it is regarded as the 
implementation side of the five year plan. 

8. The annual plan includes an evaluation of past performance, a presentation of 
the main targets, an assessment of the resource position for the year, an outline of 
the investment program in the public and private sectors and a broad outline of the 
economic policies that may be necessary to achieve the targets. 
 
 
ROLL-ON PLAN 
 
9. In order to bring flexibility into the Five Year Plan and to relate the sectoral 
and project-wise allocation with (a) the financial position, and (b) project 
implementation, a roll-on plan of medium term is designed in which the sectoral and 
project-wise position is adjusted according to the foregoing year. For the initial three 
years, a roll-on plan is prepared for ©a©, ©b©, ©c© years. Next year, the ©a© year is ousted 
and ©d© year entered, so that the plan still remains for three years. For the ©b© and ©c© 
years, adjustments are made according to the implementation of ©a© year. This 
process continues. 
 
 
FIVE YEAR PLAN 
 
10. A five year plan is a general statement of objectives and targets relating to the 
economy as a whole and its various component sectors. It is not an authorizing 
document in the sense that it does not authorize expenditure to the relevant 
operating agencies. It provides a broad framework for formulation of the plan. 
 
 
PERSPECTIVE PLAN 
 
11. Its main purpose is to provide a long-term (15-25 years) economic and social 
policy framework so that the objectives to be achieved over a much longer period 
can be incorporated in a medium-term framework.  

                                                 
1 Manual for Project Planning,  Planning & Development Division, Government of Pakistan. 



 

Handbook on Planning & Financial Procedures 4

12. The period is necessarily arbitrary and there is no profound reason for its 
determination but it seems to be, on the one hand, long enough to permit a 
meaningful structural change in the economy and, on the other, not so long as to be 
without direct interest to the present working generation. More specifically, five year 
plans are inadequate as a framework for targets and policies for other reasons. 
Many short term decisions have a bearing on long-term growth. If these decisions 
are taken without considering their implications for the years beyond the current five 
year plan, there is a danger of unexpected future imbalances. Economic growth is a 
continuous process so that planning for it calls for the integration and adjustment of 
short-term, intermediate and long-term programs. 

 
PUBLIC SECTOR DEVELOPMENT PROGRAM (PSDP) 
 
13. The Public Sector Development Program (PSDP) is an annual document, 
which lists all the public sector projects/ programs with specific allocations made for 
each one of them in that particular financial year. It is the operational side of the Five 
Year and Annual Plans. In other words, it is that part of the country©s annual budget 
which deals with development expenditure, that is, it indicates the total cost of the 
project, foreign exchange component of the total cost, expenditure incurred up-to the 
end of last financial year, allocation for the current financial year together with its 
foreign aid component. 

14. While structuring the PSDP, the following strategies are adopted: 

(a) Federal Vs Provincial Projects 

At present a major share of the total Development Program is allocated 
to Federal projects, which relate to major infrastructural sectors, like 
Transport & Communication and Energy, while the remainder is 
allocated to the Provincial Development Program. Of the total 
Provincial Development Program, 10% is earmarked as a special 
allocation to NWFP and Balochistan while the remaining 90% is 
allocated among the four provinces on population basis.  The Federal 
Government allocates funds to the provinces to cover essential 
provincial projects under the Special Development Program, which 
cannot be included in the Provincial ADPs due to resource constraint. 
Allocations can also be made in the development budgets of 
Ministries/Divisions for execution of programs/projects by the 
Provincial/District Governments.  Funds in such cases are allocated to 
the Provinces in accordance with the NEC formula mentioned above. 
The provincial/district governments are required to follow the same 
procedure in such cases as is laid down for the processing of all other 
development projects.  

(b) On-going Vs New Projects 

Preference is accorded to on-going projects for their early completion. 
At present some 80% of the total development expenditure is allocated 
to on-going projects and the remainder to new projects. 
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(c) Foreign-Aided Projects 

It is to be ensured that aided projects are duly funded in accordance 
with the agreement signed with the donor agencies. 

15. While selecting projects for allocations, the following order of priority is 
generally maintained: 

(a) On-going projects at a fairly advanced stage of implementation. 

(b) Foreign-aided projects with high national priority. 

(c) Projects dealing with emergencies, such as flood relief, etc. 

(d) Newly approved projects. 
 
 

PROCEDURE FOR SEEKING ADDITIONAL ALLOCATION 
 
16. During the financial year, if any District Government Office requires additional 
funds for some of its projects for inescapable reasons, it has to approach the District 
Development Committee (DDC or DDWG) in either of two ways: 

 (a) If some savings are available within the allocation, it may request the 
DDC for re-appropriation. 

 (b) If savings are not available, the District Office can request the DDC to 
allow a supplementary grant. The DDC may consider and approve the 
request allocating the additional amount from the block unallocated 
funds.   

 
INNOVATIVE INITIATIVE FOR ALLOCATION OF FEDERAL FUNDS TO THE 
DISTRICT GOVERNMENTS/FEDERAL AREAS THROUGH LETTERS OF 
AGREEMENT. 
 
17. To implement the Education Sector Reforms (ESR), the Ministry of Education 
has developed an innovative initiative under which funds are allocated and released 
to the Provincial/District Governments and Federal Areas for execution of eligible 
projects through Letters of Agreement. A copy of the Letter of Agreement is available 
at appendix VII. 
 
18. Funds under the Letter of Agreement are required to be passed on by the 
Provincial Governments to the Districts within two weeks of the receipt of funds from 
the Federal Government. The Federal grant under this initiative represents an 
additionality and is meant to be utilized for ESR projects in the thrust areas ensuring 
a balance between qualitative and quantitative components of the program. 
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19. Individual projects taken up for execution through the additional financial 
assistance would require approval from the District Development Committee if the 
total cost does not exceed the District Governments’ financial competence.  
 
20. Accounts are to be maintained by the District Governments in respect  of all 
funds received and expended. Where funds are released to  Citizen Community 
Boards, Neighborhood and Village Councils, SMCs/PTA/ and NGOs  as grant in aid, 
the receiving entity shall incur expenditure and maintain accounts in accordance with 
the decisions of the Governing Bodies of the respective entities.  
 
21. Funds provided through the Letter of Agreement being public funds would be 
subject to Government audit.  
 
DEFINITION OF A PROJECT 
 
22. A project is the minimum investment which is economically and technically 
feasible. A project is, thus, an activity on which we spend money in expectation of 
returns and which logically seems to lend itself to planning, financing and 
implementation as a unit. It is a specific activity with a specific starting point and a 
specific ending point intended to accomplish a specific objective. Normally it will 
have some geographic location, specific clientele, defined time sequence of 
investment and operation and a bunch of benefits which can be quantified. 
 
23. Projects have also been described as "the cutting edge of development" - they 
put teeth into development plans. For most development activities, careful project 
preparation in advance of expenditure is, if not absolutely essential, at least the best 
available means to ensure efficient economic use of capital funds and to increase 
the chances of on-schedule implementation. Unless projects are carefully prepared 
in substantial detail, inefficient or even wasteful expenditure of money is almost sure 
to result, a tragic loss in capital-short nations. 
 
 
PC-I PROFORMA 
 
24. PC-I is the basic form on which all projects/schemes are required to be drawn 
up. The PC-I form comprises four parts. Part ©A© is the "Project Digest", containing 
eight questions which are more or less common to all sectoral PC-I forms. These 
require mainly information on: (i) name of project, (ii) authorities responsible for 
sponsoring and executing of the project, (iii) completion period, (iv) a summary of 
cost in detail and (v) objectives of the project. Part ©B© entitled "Project Description 
and Financing", forms the core of the PC-I. The precise nature and form of the 
questions varies from sector to sector. The principal information asked for includes: (i) 
location, (ii) market analysis, (iii) general description and justification, (iv) operating 
or recurrent cost estimates, (v) technical description, (vi) capital cost estimates, (vii) 
unit costs, sectoral benefits, cash flow, financing arrangements, foreign exchange 
component, risk analysis, beneficiaries participation etc. Part ©C© deals with "Project 
Requirements". The information sought in this part includes: (i) manpower 
requirements during implementation, (ii) physical and other facilities required and (iii) 
materials, supplies and equipment. Part ©D© deals with environmental aspects. It 
includes information required in respect of (i) impact assessment undertaken 
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separately in case of water, sewerage and solid waste and (ii) recommendations 
along-with the measures to be taken to control environmental pollution. A copy of the 
PC-I Form is available at Appendix – I. An Urdu copy of the form is available at 
Appendix – II. Guidelines for filling out the PC-I Form are available at Appendix – III. 
 
 
LOW COST PC-I PROFORMA 
 
25. A separate PC-I form for small development projects has been prescribed for 
use incase of projects costing up to Rs 1.00 million (non-recurring). This form should 
be used in respect of all sectors, instead of the comprehensive PC-I form.  
 
 
PC-II PROFORMA 
 
26. A scheme in PC-II form is required for conducting surveys and feasibility 
studies, in respect of large projects, intended to get full justification for undertaking 
the project before large resources are tied up with them. A copy of the PC-II Form is 
available at Appendix – IV. 
 
 
PC-III PROFORMA 
 
27. PC-III form is designed to furnish information on the progress of on-going 
projects on quarterly basis and is required to be submitted by the executing 
agencies/departments within 20 days of the closing of each quarter. This form gives 
financial as well as physical progress of the schemes with information on any 
bottlenecks experienced during the execution of a project. Some of the Provinces 
require submission of monthly progress reports. This requirement shall prevail over 
the quarterly returns. This is available at Appendix – V. 
 
 
PC-IV & V PROFORMAE 
 
28. PC-IV form is required to be submitted at the time when the project is 
adjudged to be complete while the PC-V form is to be furnished on an annual basis 
for a period of five years by the agencies responsible for operation and maintenance 
of the projects. A copy of PC-IV form is available at Appendix – VI.  
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CHAPTER – 2 
 


�� 
 �� ���� � 	
 � � � � 	
 
 
WHY IS A FEASIBILITY STUDY NEEDED 
 
29. The selection of a sound project to achieve the given target of economic 
development in a particular sector is very important for attainment of national 
objectives. Development projects, especially large and complex ones, often meet 
with difficulties during their execution process. A feasibility study is, therefore, a pre-
requisite for preparation of a major development project and is not ruled out even for 
a minor one. It is basically an in-depth "three-in-one" study consisting of technical, 
financial and economic viability of a project. The study arrives at a definite 
conclusion about the feasibility of a project after considering various options. 
 
 
PREPARATION/PROCESSING OF PC-II 
 
30. A PC-II is prepared for undertaking a feasibility study in respect of a major 
project estimated to cost Rs. 50 million or more. This is mandatory. A project-
oriented Terms of Reference (TOR) should be prepared and professional 
consultants should be engaged for the feasibility study, if necessary. The procedure 
for processing a PC-II is the same as for the PC-I. 
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CHAPTER # 3 
 

� � � � �� � 	� � � � � � � � �� � 	
 
GENERAL 
 
31.   Some of the reasons noted below are responsible for deficient project 
preparation: 
 

i) Inadequacy of data 
 
ii) Unrealistic cost estimates 
 
iii) Over-estimation of benefits 
 
iv) Lack of coordination with the related agencies 
 
v) Incorrect assumption of availability of inputs 
 
vi) Lack of proper implementation schedule. 

 
32. With a view to avoiding cost over-runs and repeated revisions of the scheme, 
it is extremely important that information against the various columns of the PC-I is 
carefully provided. If a project is prepared with due care and based on surveys, 
investigations and feasibility studies, the time taken in its examination (and also 
execution) will be greatly reduced. 
 
 
LOCATION, AREA AND POPULATION COVERAGE 
 
33. It should include the following: 
 

i) Place and administrative district where the project is located. 
 
ii) Map of the project area. 
 
iii) Reasons for selection of location. Many projects have suffered  in the 

past from cost over-runs and delays in implementation due to hasty 
selection of site. The project also suffers due to delay in acquisition of 
land. Therefore the availability of land needs to be assured. In selecting 
the location, area and population to be served by the project, the 
income and social characteristics of the population should be kept in 
view. Similarly, the economic characteristics of the area i.e. present 
facilities and availability of inputs and regional development needs will 
also have to be taken into consideration. 

 
iv) PC-I form should clearly indicate that the environmental impact of the 

project has been duly taken into account. 
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PROJECT DESCRIPTION 
 
34. The description of the project should provide information pertaining to its 
physical features and technical aspects. It should also include its justification and 
rationale, in addition to a brief account of the work done in the past, the feasibility 
study undertaken and Government instructions and policies on the subject. Project 
description is indeed a synopsis of the entire project and has to be given in a manner 
that the appraising and sanctioning authority is enabled to appreciate its broad 
aspects without having to go into minute details. 
 
 
PROJECT SCOPE 
 
35. While giving the scope of the project, the sponsors should indicate in 
quantitative terms the proposed facilities which would become available from its 
implementation. Information is also required to be given in respect of the following: 
 

i) Demand for output, with its basis. 
 
ii) Existing position regarding 

 
(a) Capacity 
 
(b) Actual supply of output 

 
iii) The gap that the project is going to fill between the supply and demand 

should also be brought out. 
 
 
CHANGE IN SCOPE OF PROJECT 
 
36. The physical and financial scope of a project, as determined and defined in 
the project document (PC-I), needs careful preparation. Once approved by the 
competent authority the executing agency is supposed to implement the project in 
accordance with the PC-I provisions. It has no authority to change and modify the 
main approved parameters of the project on its own. 
 However, if at some stage modifications/changes become imperative then project 
authorities should revise the project and submit it for the approval of competent 
authority. 
 
 
COST ESTIMATES 
 
37. The cost estimates of a project have to be prepared with extreme care so that 
these are not revised again and again and implementation is not delayed due to non-
availability of provision of funds and revised sanction of the competent authority. 
Besides, the cost debitable to the development budget has to be distinguished from 
the cost debitable to the revenue budget. The cost details have to be given 
according to the requirements of the PC-I of each sector. However, the following 
guidelines will generally apply to all: 
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(a) The local and foreign exchange costs have to be shown separately. 
 
(b) The cost of imported items available in the local market should be 

reflected in the local component and not in the foreign exchange 
component. 

 
(c) A break-down of the total cost has to be given item-wise, e.g; 

 
i) Land and development 
ii) Civil Works 
iii) Machinery and Equipment 
iv) Supplies 
v) Consultancy, if any 
vi) Project Staff 
vii) Interest during construction, etc. 

 
(d) Unit cost has to be given separately in the appropriate column of the 

PC-I. 
 
(e) In case of revised cost, reasons for increase in respect of each item as 

originally estimated have to be furnished. Similarly, increase due to 
revision in the scope of the project is to be given separately. 

 
(f) In case a project has been revised for the first time either due to 

increase in the total cost by more than 15% or due to revision in its 
scope, it would be treated as a new scheme for obtaining sanction of 
the competent authority. Any further increase thereafter is not allowed 
and therefore it is essential that the revised cost estimates are 
prepared with due care.  

 
 (g) When the need for revision of cost becomes evident due to higher bids 

received in response to a tender, the revised scheme based on the 
accepted tendered cost should be submitted to the competent authority 
for fresh approval. As regards the question as to when a revised 
scheme should be prepared and submitted to the competent authority 
for approval, it is to be noted that no difficulty should be experienced if 
PC-III (Quarterly Progress Report) is duly prepared. If columns 6 and 7 
of the said form indicate that the percentages of financial expenditure 
has exceeded the percentages of physical work by more than 15% it is 
enough indication that the cost of the project would go beyond the 
approved cost. As soon as the indication is visible, the executing 
agency should start work on revising the scheme and submit for the 
approval of competent authority with-out stopping the actual work. In 
exceptional cased where the revised PC-I can not be prepared in time, 
recourse could be had to obtaining the anticipatory approval of the 
competent authority.  

 
 (h) Cost estimates should also be based on present market survey or/and 

pre-tender quotation. The schedule of rates used in estimating the 
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project cost should be regularly updated by taking into account the 
market rates, instead of allowing across-the-board premium on the 
schedule of rates. 

 
 
FINANCIAL PLAN 
 
38. The sponsoring agency has to indicate the financial plan of the project in the 
appropriate column of the PC-I. The position in this regard has to be indicated in 
specific terms so that there remains no ambiguity or confusion in getting the 
necessary funds from the sources indicated. In case, a foreign agency is committed 
to finance the project either partly or fully, the name of the agency with the amount of 
foreign exchange and local currency committed, is to be mentioned in the PC-I. 
 
 
FINANCIAL PHASING 
 
39. The financial phasing of a project is to be given for each financial year related 
to the physical work proposed to be undertaken, keeping in view the implementation 
of similar projects in the past. It should be as realistic as possible. Funds utilization 
capacity of executing agency should be kept in view while determining financial 
phasing of project. 
 
 
PHYSICAL SCHEDULING OF ACTIVITIES 
 
40. The scheduling of activities and availability of physical facilities are interlinked 
with the completion period. The availability of physical facilities e.g., (i) access road, 
(ii) power supply, (iii) water, gas, telephone and other utilities, (iv) education facilities, 
(v) housing etc., have to be ensured. The sponsoring agency has also to indicate 
separately what facilities would be available from the project itself and to what extent 
these would be available from the public utilities. The scope of work to be carried out 
should be gone into very thoroughly to facilitate physical and financial phasing as 
well as supervision. 
 
 
PREPARATION OF PC-I/PROJECT DOCUMENT 
 
41. Preparation of the project on the PC-I proforma is the pivotal phase of the 
project cycle. The maxim ©well begun is half done© is most appropriate for completing 
this phase. The Sponsoring Agency should be given or give itself adequate time to 
prepare a project. The time taken in the examination of a project would be in inverse 
proportion to the time taken in its preparation. Thanks to the effort, the project would 
in fact lend itself to smoother and speedier implementation. A hurriedly prepared 
project, on the contrary, would run a difficult course throughout the project period 
and be afflicted with time and cost overrun and may ultimately prove to be counter-
productive. 
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CHAPTER # 4 
 

� � � � �� � 	� � � � � �
 � �	
 
PURPOSE 
 
42. The third phase in the project cycle is appraisal. If a project is well formulated 
and thoroughly appraised, a good follow-through on the subsequent stages of the 
project cycle will see to its goals being achieved. Appraisal involves a careful 
checking of the basic data, assumptions and methodology used in project 
preparation, an in-depth review of the work plan, cost estimates and proposed 
financing, an assessment of the project©s organizational and management aspects, 
and finally the validity of the financial, economic and social benefits expected from 
the project. On the basis of such an assessment, a judgment is reached as to 
whether the project is technically sound, financially justified and viable from the point 
of view of the economy as a whole. 
 
 
FINANCIAL ANALYSIS 
 
43. Financial analysis involves assessment of financial impact, judgment of 
efficient resource use, assessment of incentives, provision of a sound financing plan, 
coordination of financial contribution and assessment of financial management 
competence. The main objective of financial analysis is to determine the 
requirements of funds/timing and the expected returns on investment from the points 
of view of the various parties involved in the financing of the project. Under this 
analysis, judgment is framed about the project©s financial efficiency, incentives, 
credit-worthiness and liquidity. In financial analysis, cost and benefits are calculated 
using current market prices. 
 
44. Interest payments on borrowed capital and repayment of loans are not 
included. Taxes in the form of excise duties, customs duties, sales taxes are 
considered cost, while subsidies and loan receipts are considered benefits and are 
fully accounted for in the analysis. 
 
 
ECONOMIC ANALYSIS 
 
45. Analysis from the economic aspect assesses the desirability of an investment 
proposal in terms of its effect on the economy. The question to be addressed here is 
whether the investment proposal contributes to the developmental objective of the 
country and whether this contribution is likely to be large enough to justify the use of 
scarce resources such as capital, skilled labour, managerial talents etc., that would 
be needed to implement and operate the project. In economic analysis, input and 
output prices are adjusted to reflect true social or economic values. These adjusted 
prices are often termed as shadow or accounting prices. The taxes and duties are 
treated as transfer payments and are excluded from the capital and operating cost. 
The two main steps in economic analysis are: 
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(a) the "pricing of project inputs and outputs" and 
(b)  the "identification of project costs and benefits". 

 
 
APPRAISAL METHODS/TECHNIQUES 
 
46. When costs and benefits have been identified, priced, and valued, the analyst 
is ready to determine which among various projects one is to accept and which to 
reject. There is no one best technique for estimating project worth (although some 
are better than others, and some are especially deficient).. 
 

(a) Pay Back Period 
The pay back period refers to the length of time required to recover the 
capital cost of the project. In other words, it is the length of time from 
the beginning of the project until the net value of the incremental 
production stream reaches the total amount of capital investment (Net 
value of incremental production = value of incremental production less 
O&M, production cost). According to this criterion, the shorter the 
period for recovery the more profitable is the project. This criterion has 
two important weaknesses viz (a) it fails to consider earnings after the 
pay back period and (b) it does not adequately take into consideration 
the timing of proceeds. 

 
(b) Capital-Output Ratio 

The capital-output ratio is defined as the average value-added 
produced per unit of capital expenditure. Projects with low capital-
output ratio are favoured. 

 
(c) Proceeds Per Unit of Outlay 

It is calculated by dividing total net value of incremental production by 
the total amount of investment. So the higher the proceeds per unit of 
the outlay, the higher the economic viability of the project. This criterion 
does not take into consideration the time value of money. 

 
 
DISCOUNTING TECHNIQUES 
 
47. Discounting techniques take into account the time-value of money. 
Discounting is essentially a technique by which one can "reduce" the future benefit 
and cost streams to their present worth. This process of finding the present worth of 
a future value is called discounting. 
 
48. For financial analysis, the discount or cut-off rate is usually the marginal cost 
of money to the firm for which the analysis is being done. This often will be the rate 
at which the enterprise is able to borrow money. This is the rate that will result in 
utilization of all capital in the economy if all possible investments are undertaken that 
yield that much or more return. It would be the return on the last or marginal 
investment made that uses up the last of the available capital. If set perfectly, the 
rate would reflect the choice made by the society as a whole between present and 
future returns, and, hence the amount of total income the society is willing to save. 
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But no one knows what the exact opportunity cost of capital really is. In most 
developing countries, it is assumed to be somewhere between 8 and 15 percent in 
real terms. For industry we take it as 20% and for other sectors as 12% in Pakistan. 
A second discount rate that might be chosen for economic analysis is the borrowing 
rate the nation must pay to finance the project. But, in this way, selection of projects 
will be influenced by the financial terms available and will not be based solely on the 
relative contribution of projects to national income. It is best to break the link 
between choosing projects and financing them. 
 
 
NET PRESENT VALUE (NPV) 
 
49. It is simply the present worth of the incremental net benefit or incremental 
cash flow. It is the difference between discounted benefits and discounted costs of a 
project. NPV criterion suggests to us to accept all independent projects with a zero 
or greater net present worth when discounted at opportunity cost. No ranking of 
acceptable, alternative independent project is possible with the present worth 
criterion because it is an absolute and not relative measure. A small, highly attractive 
project may have a smaller net present worth than a larger marginally acceptable 
project. If both have positive NPV then both projects should be undertaken. It is 
because of lack of funds we cannot undertake both; the complication is that the 
opportunity cost of capital has been estimated to be too low. Then the correct 
response is to raise the estimate of opportunity cost until we have only the selection 
of projects with NPV that are zero or positive and for which, in fact, there will be just 
sufficient investment funds. 
 
 
BENEFIT-COST RATIO (BCR) 
 
50. This ratio is obtained when the present worth of the benefit-stream is divided 
by the present worth of the cost-stream. Note that the absolute value of BCR will 
vary depending on the interest rate chosen. The higher the interest rate, the smaller 
the resultant benefit-cost ratio and, if a higher enough rate is chosen, the benefit-cost 
ratio will be driven down to less than 1. The BCR criterion suggests to us to accept 
all independent projects with a benefit-cost ratio of 1 or greater, when the cost and 
benefit streams are discounted at the opportunity cost of capital. The benefit-cost 
ratio discriminates against projects with relatively high gross returns and operating 
costs, even though these may be shown to have a greater wealth-generating 
capacity than that of alternatives with a higher benefit-cost ratio. 
 
 
INTERNAL RATE OF RETURN (IRR) 
 
51. It is the discount rate that makes the NPV of the incremental net benefit-
stream or incremental cash flow equal to zero. It is the maximum interest that a 
project could pay for the resources used if the project is to recover its investment and 
operating costs and still break even. It is the rate of return on capital outstanding per 
period while it is invested in the project. IRR criterion suggests to us to accept all 
independent projects having an internal rate of return equal to or greater than the 
opportunity cost of capital. In case of mutually exclusive projects, IRR can lead to an 
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erroneous investment choice. This danger can be avoided either by using NPV 
criterion or by discounting the differences in the cash flow of alternative projects. 
Note that an internal rate of return of a series of values such as cash flow can exist 
only when at least one value is negative. Although IRR of different projects will vary, 
a project cannot with confidence be ranked on the basis of IRR. Only in a very 
general way will the IRR tell us that one project is better than another, in the sense 
that it contributes more to national income relative to resources used. If the discount 
rate remains 12%, we cannot know with certainty that the project with 25% return 
contributes relatively more to national income than the one with 15% return, and we 
cannot say with confidence that we should implement the project with 25% rate of 
return first. If we raise the opportunity cost (cut-off rate) to 18%, then the project with 
15% economic rate of return drops out of the investment net and judgment in favour 
of a 25% IRR project will be easy. 
 
52. One cannot simply choose that discount rate which will make the incremental 
net benefit-stream equal to zero. There is no formula for finding the internal rate of 
return straightaway. We are forced to resort to a systematic procedure of trial and 
error to find that discount rate which will make the net present worth of incremental 
net benefit-stream equal to zero. 
 
 
SENSITIVITY ANALYSIS (TREATMENT OF UNCERTAINTY) 
 
53. Several times when the project is under execution, certain things go wrong 
with the project with the result that the desired benefits cannot be achieved within the 
stipulated time frame. For example, the actual execution of the project is delayed or 
the cost exceeds the original estimated cost (cost over-run). In such cases, the 
results get fairly changed. Many times, the IRR and NPV thus get reduced or the 
BCR becomes negative from positive. In order to take care of this problem, while the 
projects are under preparation or under examination, certain assumptions are 
applied for testing the viability of the project. For example, it is at times assumed that 
there will be a cost over-run by, say, 25% or a reduction in revenues, say, by 10% or 
a delay in getting the benefits, say, by three years and so on. Keeping one or two or 
all such assumptions in view, the streams of costs and benefits are re-drawn and the 
figures of costs and benefits are discounted and the NPV, BCR and IRR are re-
worked out. This gives a fairly good picture as to what will be the fate of the projects 
if such mishaps occur. For the sensitivity analysis, it is very essential to carry out 
such an exercise in projects where high financial stakes are involved. 
 
54. In the social sectors, we perform unit cost analysis. The only method used to 
any extent to deal with intangible benefits is to determine, on a present worth basis, 
the least expensive alternative combination of tangible costs that will realize 
essentially the same intangible benefits. This is often referred to as "least-cost 
combination" or cost effectiveness. Economists have tried to quantify the intangible 
benefits. The benefits of education have been valued by comparing the earnings of 
an educated man with those of one who is un-educated. Health and sanitation 
benefits have been valued in the number of hours of lost work avoided by decreasing 
the incidence of disease. Nutrition benefits have been valued in terms of increased 
productivity. Population projects have been valued by attaching a value to the births. 
But these valuations are highly questionable. In cost analysis, we only take the cost 
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side - that is, the cost-stream on training, capital cost, O&M cost, replacement cost 
and salvage value (negative cost) is discounted at the opportunity cost to find the 
annual financial cost/subsidy and unit cost. In case of a health project, the unit cost 
will be cost per bed; in case of an education project, it will be cost per student; and in 
case of a housing project, it will be cost per square foot. In housing projects, the 
calculation of the standard rent of residential quarters is also an important job. In unit 
cost analysis, those projects which have a relatively lower unit cost than that of other 
projects of the same kind are favoured. 
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CHAPTER # 5 
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APPROVAL STAGE 
 
55. According to the project cycle, approval comes after appraisal. This is logical 
as approval is normally based on the results of appraisal. Simply, "approval in 
principle" does not entitle the sponsoring agency to execute a project. In fact 
"approval in principle" needs to be qualified by mentioning clearly to what extent and 
for what purpose the approval in principle is required. 
 
56. Where approval has been given to a project with certain conditions, it has to 
be ensured by the executing agency that those conditions are duly fulfilled, 
especially those which have to be fulfilled prior to the execution. 
 
 
PROVINCIAL DEVELOPMENT WORKING PARTY (PDWP) 
 
57. Each Province has a Provincial Development Working Party which is headed 
by the Chairman, Development Board/ Additional Chief Secretary (Development) 
and includes Secretaries of the Provincial Departments concerned with development, 
as its members. The Provincial Development Working Party scrutinizes various 
projects for inclusion in the Annual and Five Year Plans or those received from the 
District Governments where cost of the project exceeds the approval limit of the 
District Development Committees.  
 
 
ADMINISTRATIVE APPROVAL 
 
58. Project approval is followed by administrative approval and sanction for 
incurring expenditure. Administrative approval is issued by the Federal Ministry in 
respect of federally sponsored projects, while for the Provincial projects,  approval is 
issued by the Provincial Department concerned. In the case of projects approved by 
the District Development Committees, the District Coordination Officer (DCO) issues 
this approval. 
 
59. Administrative approval is a sort of general sanction of the scheme in which 
total cost, foreign exchange component and any other riders imposed by the 
approving body are incorporated. This sanction is distinct from the sanction for 
incurring expenditure on the scheme, which is to be issued on yearly basis restricted 
to the budget provision. 
 
60. While issuing administrative approval, the Federal Ministries/Provincial 
Departments/DCOs should specifically incorporate the conditions, if any, imposed by 
the approving body so that the Project Director/Executing Agency should be fully 
aware of his responsibilities in complying with those conditions before, during and 
after implementation of the project. 
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CHAPTER # 6 
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PROJECT MANAGEMENT & SUPERVISION 
 
61. The objective of any effort in project planning and analysis is to have a project 
that can be implemented for the socio-economic of the society. In a project cycle, its 
completion is the most important event, but what must precede this event to 
actualize it, is the crucial stage of implementation. This consists of a set or series of 
actions in parallel or sequence –represented by Bar Charts or a Network Diagram - 
whereby words are transformed into works and the potential of the project becomes 
a physical fact. The Project Director is appointed, staff of all categories arranged, the 
detailed designs got prepared, if need be, with the assistance of consultants, 
contractors pre-qualified and short-listed, tenders floated for civil works, equipment, 
and their installation, contracts awarded, all in timeliness with the objective of 
initiating the operations and getting them fully underway for achieving the goals 
envisaged without any time and cost over-run, in order that the economic benefits 
accrue according to the promises made in the scheme. 
 
62. For achievement of the stipulated targets and tangible returns, however, it is 
imperative to entrust the management and supervision of the project during the 
implementation stage to capable and competent hands of required qualifications, 
experience and calibre.  
 
 
APPOINTMENT OF PROJECT DIRECTOR 
 
63. Large and medium size projects should not be taken up for execution without 
appointing a suitably qualified full-time Project Director. For small projects, 
appointment of a full time Project Director may not appear to be justified. It would 
however, be appropriate if one of the officers from the relevant office is designated 
as Project Director in addition to his normal duties. The competent authority may 
sanction an allowance for the purpose in accordance with rules. 
 
64. The Project Director whether appointed on full time or part time basis should 
not normally be transferred during the currency of the project. This implies that he 
should not be replaced unless forced under exceptional circumstances. The Project 
Director should be delegated full administrative and financial powers commensurate 
with the level of his responsibility and size of the project given to him for 
implementation. This measure would improve management and help fix technical 
and financial responsibility. It should be his responsibility to ensure that the project is 
completed within the stipulated date in accordance with the approved scope of work. 
He also assumes responsibility for the quality aspect of the project. 
 
65. No member of staff working under the administrative control of the Project 
Director should be posted/ transferred without his prior consent/ concurrence. As a 
team leader, he is under obligation to account for all his actions, steps and decisions 
taken during the execution of the project and in the interest of the client. It is 
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advisable to set up headquarters of the Project Director as close to the site of work 
as possible, preferably at site to ensure his availability for on-the-spot decisions on 
several unforeseen technical issues and other ancillary matters. 
 
 
INCREASE IN SCOPE OF WORK AND DELAY IN EXECUTION OF PROJECTS 
 
66. The project implementation agencies/departments should seek the approval 
of the competent authority as soon as they consider change in the scope of work 
was imminent. The sponsoring agencies should also anticipate the likely delays for 
taking remedial actions well in time. They should also fix responsibility for delays. 
 
 
PROJECT EXECUTION/SUPERVISION  
 
67. It is vitally important to watch that progress is not pushed at the cost of quality 
and it is equally important that the works are not delayed/suspended or slowed down 
due to impediments in timely supply of materials, acquisition of site, and/or want of 
requisite funds at appropriate stages. All these strategic points must be sorted out in 
advance by the foresight of the Project Director in coordination with the concerned 
quarters so as to avoid time and cost over-run to the extent possible. Timely signals 
must go out to concerned quarters if the project is in trouble.  
 
68. A system has also to be evolved to ensure that quality material is made 
available in requisite quantity and utilized well in time on execution of the project. 
This will also include protection of materials, installation of field laboratories 
adequately equipped with standardized machinery and qualified staff for day to day 
testing of materials and samples. In case of major projects, this should also form a 
part of the duty of the supervisory consultants. 
 
 
ACQUISITION OF LAND 
 
69. Delay in acquisition of land and selection of proper location of the project are 
amongst the reasons for slow implementation. Before conceiving a project, the 
sponsoring authorities should decide about the location of the project keeping in view 
the availability of land. Such locations should be avoided where problems are likely 
to occur later on. In case special provisions in the Land Acquisition Act are required 
to be invoked, the matter may be taken up with the concerned authorities. Besides, 
in certain cases, the soil investigation/testing and site development works are also 
unavoidable. 
 
 
TENDERING OF CIVIL WORKS AND AWARD OF CONTRACTS 
 

(a) Award of contracts for Civil works/supply of machinery and equipment 
to experienced firms of repute on fair and equitable contractual 
obligations plays a vital role in the execution of works and 
implementation of projects for achieving the objectives conceived at the 
planning stage. As the implementation of the project in physical terms 
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begins with the award of contracts, it should be concluded with 
maximum expedition. 

 
(b) For major works, the construction firms need to be prequalified/short-

listed keeping in view their experience of similar works, financial 
standing, technical know-how, equipment availability, managerial 
capability and overall reputation. It is essential that a clear-cut criteria 
should be determined for pre-qualification to ensure their proper 
selection. 

 
(c)  Standardized tender/contract documents should be prepared along 

with the bill of quantities (BOQs), standard specifications and drawings 
while inviting tenders. The schedule of rates in use needs to be 
updated continuously keeping in view the prevailing rates for materials 
and  labour of various categories. 

 
(d) Sufficient time, depending on the magnitude of the work, should be 

allowed to the bidders to submit their tenders. 
 
(e) After receipt/opening of the tenders, proper evaluation at different 

levels - consultants, project director and the competent authority – has 
to be ensured before the acceptance of  tenders. 

 
(f) Changes in design and specifications should be avoided after these 

have been finalized except where such changes are of critical 
importance. 

 
 
PROCUREMENT OF MACHINERY AND EQUIPMENT 
 
70. Lack of synchronization in the procurement of machinery & equipment has 
caused bottlenecks in the timely execution of the projects. The procurement of 
machinery and equipment, where needed, should be ensured at the appropriate time 
in accordance with the execution schedule of the project. Machinery and equipment 
should be preferred for which repair facilities are available. 
 
 
PROJECT REVIEW AND MONITORING 
 
71. The project progress should be monitored on the basis of the project 
implementation schedule. Progress reports are essential for fact-finding so that 
specialists can concentrate on problem solving. Project Directors should ensure that 
proper procedures for reviewing and responding to progress reports are established 
and followed. Progress reports should summarize all important aspects of the 
projects. If projects are executed by several agencies, the main executing agency 
should be designated to collect and integrate the reports prepared by other agencies. 
Where feasible, the sponsoring agencies should computerize all information relating 
to a project under execution. 
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72. The first three stages of the project cycle (identification, preparation and 
appraisal/approval), precede the actual project implementation stage. Once the 
implementation stage is reached, the "monitoring activity" assumes great importance 
which is followed by the final stage, i.e. project completion/post-completion 
evaluation. The importance of "monitoring and evaluation" activities hardly needs any 
emphasis since both provide timely and useful information not only to the project 
management/implementation agencies but also a feed-back to the policy makers. 
The linkage between the stages is also important. Each stage leads to the next and 
the last phase, in turn, produces new approaches/ideas, improving the planning and 
implementation process of future projects. This makes the "Project Cycle" self-
renewing. 
 
73. Conceptually, "monitoring" means to check and assess the implementation 
status of a project/program/plan during the implementation on a regular basis. The 
system of watching/monitoring the progress of a program/ project implementation, 
besides being an important link in the project cycle, helps in the 
identification/analysis and removal of bottlenecks and expediting action where 
projects have stalled or fallen behind schedule. Project monitoring is invariably done 
with the active participation of the project management and is, therefore, quite 
distinct from inspection which is generally undertaken at a higher level but not very 
regularly. In fact, project monitoring is a tool to serve the interests of both the project 
management and the planners, as they share a common concern for the timely 
completion of projects within the approved cost, scope and time schedule. For an 
effective monitoring system, the project document must have the following essential 
data/information:  

 
i) A clear-cut statement of project objectives and benefits; 
 
ii) Detailed project cost estimates-component/activity-wise; 
 
iii) Source of funding; 
 
iv)  Financial phasing conceived on the basis of implementation plan; 
 
v) Physical scope in quantitative terms with components detail; and 
 
vi) Phasing of the physical scope as per its implementation schedule, duly 

based on PERT/CPM or Bar Charts. 
 
 
MONITORING INDICATORS 
 
74. Conceptually, monitoring indicators are specific yardsticks which can measure 
progress or changes in the results, achievements (output, effect, or impact) of a 
project/program or a national plan. The indicators are thus specific measures of the 
degree to which an activity or a project is producing its outputs and achieving its 
objectives. The indicators can also be stated as specific targets, to be achieved at 
specific points in time during the implementation stage of an activity or can be 
categorized by type, such as, output or impact indicators. The indicators can be 
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direct or indirect (proxy) – where direct measurement is not feasible. The main 
monitoring indicators can be identified as under: 
 
 

i) Primary 
 
- Completion of preliminaries like drawing, designing, tendering etc 

as per schedule. 
- Financial utilization viz-a-viz  allocations, fund releases and item-

wise cost utilization. 
- Physical progress, as per approved work scope and time 

schedule. 
- Staff and equipment usage rate 
- Managerial performance (timely decisions, efficiency and controls, 

inventory level, rate of progress, lack of labour trouble/inter-
agencies coordination problems etc). 

 
 

ii) Secondary 
 
- Technical/qualitative parameters, quality control standards, input 

usage rate, credit supply, extension services (transfer of 
knowledge and technology with adoption rate etc.) 

- Economic parameters (capacity utilization, crop production, 
intensity, yield, growth rate, etc.) 

- Social parameters (income distribution index, availability of basic 
needs, etc.) 

- Environmental parameters (pollution, climate consideration, etc.) 
 
 
MONITORING METHODOLOGY - METHODS AND TECHNIQUES: 
 
75. The methods or techniques adopted for project monitoring should effectively 
measure the progress of a project, in comparison to its approved cost, scope, time 
schedule and objectives and be capable of producing the information, according to 
the requirements of all concerned. The implementation schedule of the smaller 
projects may be prepared in the form of Bar Charts. However, for the major projects, 
the project management must use modern network methods (CPM/PERT) to plan in 
advance, time and resources required for completion of individual activities. All these 
techniques can be applied effectively for progress monitoring of capital expenditure 
strictly in accordance with the physical scheduling. 
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76. The final phase in the project cycle is project evaluation. The analyst looks 
systematically at the elements of success and failure in the project experience to 
learn how to plan better for the future. The basic objective of such a study is to 
ascertain the real worth of a project or program as far as possible. Broadly speaking, 
evaluation may be defined as "a process which attempts to determine as 
systematically and objectively as possible the relevance, effectiveness and impact of 
activities in the light of the objectives". 
 
77. Evaluation is a critical analysis of the factual achievements/results of a project, 
program or policy vis-a-vis the intended objectives, underlying assumptions, strategy 
and resource commitment. In specific terms, it makes an attempt to assess 
objectively the following:-(a)the relevance and validity of the objectives and design of 
the project/program in terms of broader issues of development policy, sector/sub-
sector priorities and strategies as well as other problems of a wider nature; (b)the 
efficiency and adequacy of the pace of progress of the project/program where the 
focus is mainly on managerial performance and productivity; (c)the effectiveness of 
the project/program - a major part of an evaluation exercise-in realizing the intended 
objectives from a variety of angles; and (d)the identification of reasons for the 
satisfactory or unsatisfactory accomplishment of the results of the project/program 
and to deduce critical issues and lessons which may be of relevance to other on-
going and future projects/programs of a similar nature. 
 
 
ON-GOING/MID-TERM EVALUATION 
 
78. The main purpose of an on-going/mid-project evaluation is to assist the 
project management to make appropriate adjustments in the changed circumstances 
or to rectify any shortcomings in the original design, so as to improve its efficiency 
and overall performance. 
 
 
POST-COMPLETION EVALUATION 
 
79. The purpose of post completion evaluation is to discover the actual, as 
opposed to the projected results of implementing a project. The aim of evaluation is 
primarily to compare the actual outcome of the project with the projections made at 
the appraisal stage. The examination of different aspects of the project can provide 
important lessons derived from experience for the new projects. The overall impact 
of the project will result in a number of effects which can be classified as costs and 
benefits, direct and indirect or tangible and intangible.  
 
 
DIFFERENCE BETWEEN MONITORING AND EVALUATION 
 
80. Evaluation is a learning management tool but differs materially from 
monitoring. Project monitoring is undertaken at the implementation stage while 
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evaluation is generally preferred when a project is complete. The monitoring reports 
provide the data base for the "evaluation"  but evaluation cannot contribute directly 
to monitoring. The evaluation studies are more comprehensive in nature, covering all 
aspects of the projects, whereas monitoring provides information mainly to assess 
and help maintain or accelerate the progress of implementation. 
 
 
REQUIREMENTS FOR UNDERTAKING AN EVALUATION EXERCISE 
 
82. In order to undertake an evaluation of any project/program, a study of its 
related documents is a pre-requisite for acquiring sufficient knowledge and 
information thereof. The documents include:- 
 

(a) The approved PC-I along with the related project documents, concept 
clearance papers loan/grant agreement with foreign agencies etc., and 
feasibility study, if any; 

(b) Pre-approval technical scrutiny notes; 
(c) Minutes of the competent forum approving the scheme; 
(d) Sources of financial and other inputs; 
(e) Annual/quarterly progress reports; 
(f) Project review/monitoring/mid-term evaluation reports; 
(g) Project completion report. 

 
83. The aforementioned documents form the basis of the assessment of different 
project activities. The site visits to the project will also assist in the assessment of the 
quantitative aspects of a project and its effect/ impact on the target 
group/beneficiaries. The following facts should be looked into in any evaluation 
exercise: 
 

i) Was the project properly conceived? Has it fulfilled its basic objectives? 
If not, what was wrong with the basic design? 

 
ii) Was the project adequately prepared? Were the forecasts of output or 

benefits correctly made to a reasonable extent? Was the technical 
preparation adequate? How good were the original cost estimates? If 
there were deficiencies in preparation, how those were removed or 
could be made up? 

 
iii) Was the project implemented as per the plan? If not, was this because 

of its haphazard preparation or because of delays in (a) the 
authorization procedure, (b) obtaining suitable funds, and (c) other 
reasons? What lessons could be learnt to improve the implementation 
of other projects? 

 
 
FEED-BACK FOR THE FUTURE 
 
84. Feed-back is the most important element of a systematic and integrated 
approach towards project appraisal, monitoring and evaluation. Essentially, it is the 
evaluation exercise which provides lessons for the feed-back, because the main 
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objective of such studies is to compare the actual outcome of the project with the 
projections made in its appraisal and then the examination of essential positive and 
negative effects of the project, providing important lessons for the future. The feed-
back from evaluation is a basic requirement of the management. An evaluation 
without any direction or support from the management can hardly be meaningful. To 
promote feed-back from evaluation, it is necessary to (a) substantiate proper 
evaluation findings and pay proper attention to specific issues of substance, (b) 
establish a feed-back mechanism, preferably to the policy-makers and senior 
management, and (c) rely upon feed-back through formal and informal arrangements.  
 
85. Feed-back from the evaluation is used for operational (mid-course corrections 
and follow-up action), analytical (improvement of project design, objectives etc.) and 
policy purposes (finding out the validity of a given development strategy etc.). To 
ensure that feed-back is used in systematic manner, there must be an adequate 
institutional mechanism for channeling the findings and recommendations to the 
appropriate decision-makers and managers for the necessary follow-up action. The 
managers and policy-makers should know how to guide and use evaluation for their 
needs. 
 
86. The results of evaluation should be disseminated so that mangers and others 
benefit in designing and executing projects in future. 
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87. The financial rules and procedures appearing below are in consonance with 
the Rules of Business of the Federal/Provincial/District Governments. For facility of 
reference relevant functions and powers of the Executive District Officers are listed 
below:-2  
 
 
Rule 29. Functions and powers of Executive District Officer.- The functions and 
powers of the Executive District Officer shall be to- 
 

(a) ensure that the business of the group of offices under his 
administrative control is carried out in accordance with law and the 
rules and the human and material resources placed at his disposal are 
optimally utilized to improve governance; 

 
(b) co-ordinate and supervise the activities of the offices and ensure 

efficient service delivery by the functionaries under his administrative 
control; 

 
(c) enforce relevant Federal, Provincial laws and rules, including tax laws; 
 
(d) prepare development plans and propose budgetary allocations for their 

execution; 
 
(e) implement approved plans and policies; 
 
(f) prepare proposals for expenditures necessary for the proper conduct of 

programs, projects, services, and other activities; 
 
(g) act as Departmental Accounting Officer for his respective group of 

offices and be responsible to the Zila Accounts Committee of the Zila 
Council. 

 
 
ESSENTIAL CONDITIONS GOVERNING EXPENDITURE FROM PUBLIC FUNDS 
 
88. The Local Government Ordinance, 2001 envisages establishment of a local 
fund for every District Government, Tehsil Municipal Administration, Town Municipal 
Administration and Union Administration and a District Provincial Account for every 
District Government. All moneys placed in the Local Fund and the District Provincial 
Account are classified as public funds.   
 

                                                 
2 Local Government Ordinance, August 13, 2001. 
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89. As a general rule no authority may incur expenditure or enter into any liability 
involving expenditure form public funds until the expenditure has been sanctioned by 
an authority competent to do so and the expenditure has been provided for in the 
approved budget for the year.3  

 
90. Under the Local Government Ordinance, 2001 administrative and financial 
powers necessary for their efficient and effective functioning have been devolved to 
the District Governments. In order to safeguard against unlawful use of public funds, 
Section 20 of the Ordinance provides as under:- 
 
  
 Personal responsibility of Zila Nazim.- (1) The Zila Nazim shall be personally 
responsible for any loss, financial or otherwise, flowing from the decisions made by 
him personally or under his directions in violation of any provisions of this Ordinance 
or any other law for the time being in force and for any expenditure incurred without 
lawful authority. 
 
91. Sections 59 and 81 affix similar responsibility in the case of holders of office of 
the Tehsil  and the Union Nazim: 
 

Section 59. Personal responsibility of Tehsil Nazim.- The Tehsil Nazim shall 
be personally responsible for any loss, financial or otherwise, flowing from the 
decisions made by him personally or under his directions in violation of any 
provisions of this Ordinance or any other law for the time being in force and for any 
expenditure incurred without lawful authority. 
 

Section 81. Personal responsibility of Union Nazim.- The Union Nazim shall 
be personally responsible for any loss, financial or otherwise, flowing from the 
decisions made by him personally or under his directions in violation of any 
provisions of this Ordinance or any other law for the time being in force and for any 
expenditure incurred without lawful authority. 
 
 
FINANCIAL PROPRIETY 
 
92. Every officer incurring or authorizing expenditures from public funds should be 
guided by high standards of financial propriety. Among the principles on which 
emphasis is generally laid are the following:- 
 

i) Every public officer is expected to exercise the same vigilance in 
respect of expenditure incurred from public moneys as a person of 
ordinary prudence would exercise in respect of expenditures of his own 
money. 

 
ii) The expenditure should not be prima facie more than the occasion 

demands. 
 

                                                 
3 General Financial Rules, Vol. I. 
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iii) No authority should exercise its powers of sanctioning expenditure to 
pass an order which will be directly or indirectly to its own advantage. 

 
iv) Public moneys should not be utilized for the benefit of a particular 

person or section of the community unless— 
 

i) the amount of expenditure involved is insignificant, or 
ii) a claim for the amount could be enforced in a court of law, or 
iii) the expenditure is in pursuance of a recognized policy or custom 

 
v) The amount of allowances granted to meet expenditure or a particular 

type should be so regulated that the allowances are not on the whole a 
source of profit to the recipients. 

 
 
CONTROL OF EXPENDITURE 
 
93. Each head of a department is responsible for enforcing financial order and 
strict economy at every step. He is responsible for observance of all relevant 
financial rules and regulations both by his own office and by subordinate disbursing 
officers. 
 
94. A Controlling Officer must see not only that the total expenditure is kept within 
the limits of the authorized appropriation but also that the funds allotted to spending 
units are expended in the public interest and upon objects for which the money was 
provided. In order to maintain  proper control, he should arrange to be kept informed, 
not only of what has actually been spent from an appropriation but also what 
commitments and liabilities have been and will be incurred against it. He must be in 
a position to assume before Government and the Public Accounts Committee, if 
necessary, complete responsibility for departmental expenditure and to explain or 
justify any instance of excess or financial irregularity that may be brought to notice as 
a result of audit scrutiny or otherwise. 
 
95. The authority administering a grant is ultimately responsible for watching the 
progress of expenditure on public service under its control and for keeping the 
expenditure within the grant. In order that the control of departments over such 
expenditure may be effective and real and that the Controlling Officer should be in a 
position from month to month to estimate the likelihood of savings in and excesses 
over grants and appropriations, the procedure laid down in the relevant rules should 
be observed by all departments and Controlling and disbursing officers subordinate 
to them, except where the Provincial Finance Department may have agreed in 
writing to some other procedure.4 
 
 
INTERNAL CHECK AGAINST IRREGULARITIES, WASTE AND FRAUD 
 
96. In the discharge of his ultimate responsibilities of the administration of an 
appropriation or part of an appropriation placed at his disposal, every Controlling 
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Handbook on Planning & Financial Procedures 37

officer must satisfy himself not only that adequate provisions exist within the 
departmental organization for systematic internal checks calculated to prevent and 
detect error and irregularities in the financial proceedings of its subordinate officers 
and to guard against waste and loss of public money and stores, but also that the 
prescribed checks are effectively applied. For this purpose each Head of the 
Department will get the accounts of his office and those of the subordinate 
disbursing officers, if any, inspected at least once in every financial year by a Senior 
Officer not connected with the account matters to see whether:- 
 

i) Rules on handling and custody of cash are properly understood and 
applied. 

 
ii) Effective system of internal check exists for securing regularity and 

propriety in the various transactions including receipt and issue of 
stores etc., if any, and 

 
iii) Satisfactory arrangement exists for systematic and proper maintenance 

of Account Books and other ancillary records concerned with the Initial 
Accounts. 

 
97. The results of these inspections should be incorporated in the form of an 
inspection report copy of which should be endorsed to Audit. The head of the 
Department should, after his scrutiny of the report, communicate to Audit a copy of 
his remarks thereon and any orders issued in that connection. 
 
 
RESPONSIBILITY FOR LOSSES 
 
98. Every Government officer should realize fully and clearly that he will be held 
personally responsible for any loss sustained by Government through fraud or 
negligence on his part and that he will also be held personally responsible for any 
loss arising from fraud or negligence on the part of any other Government officer to 
the extent to which it may be shown that he contributed to the loss by his own action 
or negligence. 
 
99. The cardinal principle governing the assessment of responsibility is that every 
public officer should exert the same vigilance in respect of public expenditure and 
public funds generally as a person of ordinary prudence would exercise in respect of 
the expenditure and the custody of his own money. While the competent authority 
may, in special cases condone an officer’s honest errors of judgment involving 
financial loss, when the officer can show that he has acted in good faith and done his 
best up to the limits of his ability and experience, personal liability must be strictly 
enforced against all officers who are dishonest, careless or negligent in the 
performance of duties entrusted to them. 
 
 
DEVELOPMENT AND RECURRING BUDGET 
 
100. Expenditure classified as development should satisfy the following basic 
considerations:- 
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i) That it creates material assets; 
ii) That it is designed to keep intact, to enlarge and to improve the 

physical resources of the country; 
iii) That it will improve the knowledge, skill and productivity of the people; 

and 
iv) That it will encourage efficiency with which available resources are 

used. 
 
101. The estimates of development expenditure should include only the schemes 
approved in accordance with the prescribed procedure. No expenditure can be 
incurred on unapproved schemes. The foreign exchange component of development 
expenditure is required to be shown distinctly together with the source from which it 
will be met.  
 
102. All schemes may be classified into ongoing / new and approved or 
unapproved as the case may be, according to the status of the scheme. If the 
original scheme has been revised, approval of the competent authority for the 
revised cost should be obtained before any budgetary allocation is made.  
 
103. No expenditure should be incurred, nor any commitment of funds made for 
any project not included in the approved program. No work should be started, 
contract awarded or payments made for which there is no budgetary allocation. 
 
104. On going projects which are in a fairly advanced stage of completion should 
be given priority over new projects.  
 
105. In order to ensure that a department undertaking a work on behalf of another 
does not exceed the sanctioned estimates without the authority of the employing 
department, the department responsible for providing the funds should intimate to 
the department undertaking the work the sanctioned grant within which the 
expenditure is to be incurred. The department incurring the expenditure shall be 
responsible not only for seeing that the allotment placed at its disposal is not 
exceeded but also that any anticipated savings are notified and surrendered in time. 
In cases where an excess is anticipated, the department incurring the expenditure 
shall be responsible for obtaining the additional allotment in proper time through the 
employing department5.  
 
 
SURRENDER OF ANTICIPATED SAVINGS 
 
106. A department or disbursing officer may find in the course of the year that the 
expenditure under some sub-head is likely to be less than the provision in the 
Budget. The saving may be due to one or more of the following causes:- 
 

i) actual postponement of expenditure; 
 
ii) real savings due to economy; and 
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iii) normal savings due either— 
 

1) to original over-estimating ; or 
2) to the usual administrative causes, e.g. causalities, etc. 

 
107. Savings due to cause (i) should in no circumstance be used for re-
appropriation to meet new items of expenditure without the sanction of the District 
Government. Unless savings due to cause (ii) have been made deliberately to 
provide for an unforeseen emergency, they should not ordinarily be utilized in the 
course of the year for new items of expenditure, as it is desirable that all such new 
items should be considered together at the time of the preparation of the Budget. 
 
108. All anticipated savings should be surrendered to Government immediately 
they are foreseen but not later than 15th May of each year in any case, unless they 
are required  to meet excesses  under some other unit or units which are definitely 
foreseen at the  time. However, savings accruing from funds provided after 31st 
March shall be surrendered to Government immediately they are foreseen but not 
later than 30th June of each year. No savings should be held in reserve for possible 
future excesses. 
 
109. It is contrary to the interest of the State that money should be spent hastily or 
in an ill-considered manner merely because it is available or that the lapse of a grant 
could be avoided. In the public interest, grants that cannot be profitably utilized 
should be surrendered. The existence of likely savings should not be seized as an 
opportunity for introducing fresh items of expenditure which might wait till next year. 
A rush of expenditure particularly in the closing months of the financial year will 
ordinarily be regarded as a breach of financial regularity. 
 
 
 RE-APPROPRIATION OF FUNDS 
 
 
110. Re-appropriation, which implies the transfer of funds from one primary unit of 
appropriation to another such unit within a grant, can be sanctioned under formal 
orders of a competent authority, only when it is known or anticipated that the 
appropriation for the unit from which funds are to be diverted will not be utilized in full, 
or that savings can be effected in the appropriation for that unit. In no case it is 
permissible to re-appropriate from a unit with the intention of restoring the diverted 
appropriations to that unit when savings become available under other units later in 
the year. Any allotment or re-appropriation within a grant or appropriation may be 
authorized at any time before but not after the expiry of the financial year to which 
such grant or appropriation relates. 
 
 
RESPONSIBILITY OF DEPARTMENTAL OFFICERS 
 
111. Every officer responsible for the collection of Government dues or expenditure 
of Government money should see that proper accounts are maintained in such forms 
as may have been prescribed for all financial transactions of Government with which 
he is concerned and render accurately all such accounts and returns relating to them 
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as may be required by Government, the Accountant General or the Controlling 
authority concerned. It is essential that all accounts should be so kept and the details 
so fully recorded and that the Initial records of payments measurement and 
transactions in general are as clear, explicit and self-contained as to be produce able 
where necessary as satisfactory and convincing evidence of facts. 
 
 
PRINCIPAL ACCOUNTING OFFICER 
 
112. i) The Secretary of a Ministry/Division/Department and the District 

Coordination Officer in the District Government shall be the Principal 
Accounting Officer of his Ministry/Division/Department, and its  
subordinate offices in respect of the expenditure incurred against the 
budget grant(s). Briefly, the duties and responsibilities of the Principal 
Accounting Officer (PAO) shall be as under:- 

 
a) Control Over Expenditure:-  The Principal Accounting Officer 

shall ensure that   allotted funds  are spent for the purpose for 
which they are allotted. He should also ensure that the 
expenditure falls within the ambit of a Grant or an Appropriation 
duly authenticated. Expenditure in excess of the amount of 
Grant or Appropriation as well as expenditure not falling within 
the scope or intention of any Grant or Appropriation, unless 
regularized by a Supplementary Grant, will be treated as 
unauthorized expenditure. The Principal Accounting Officer is 
responsible for any laxity in matters of control over expenditure 
including that on the part of his subordinates. He should ensure 
that neither he nor his subordinate disregard the instructions 
issued by Government from time to time for the proper utilization 
of funds placed at his disposal by the Government. 

 
b) Observance of Rules, Regulations and Instructions:-  While 

sanctioning expenditure out of the funds placed at his disposal, 
the Principal Accounting Officers shall ensure that the 
requirements of the relevant rules and regulations are fully met. 

 
c) Maintenance and reconciliation of Accounts:-  The Principal 

Accounting Officer is responsible for ensuring that the 
expenditure is not incurred in excess of the budget allocation. 
He shall also ensure that all payments are correctly classified 
under the appropriate heads of accounts and that the 
departmental accounts are reconciled every month with the 
figures communicated by the Audit Officer. He should, in 
addition, keep himself well informed not only of the actual 
expenditure but also of the liabilities, which have been incurred 
and must ultimately be met. Any anticipated excesses and 
savings should be readjusted by means of re-appropriation to 
the extent powers have been delegated to the Principal 
Accounting Officer. Similarly, the PAO shall ensure that the 
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accounts of receipts are maintained properly and reconciled on 
monthly basis.  

 
d) Realization of Receipts:-   In the matter of receipts, the Principal 

Accounting Officer is expected to ensure that adequate 
machinery exists for  collection of revenues and bringing to 
account  all receipts of any kind connected with the functions of 
the department under his control. 

 
e) Utilization of Services of Financial Adviser:-   In all matters of 

payment and matters affecting the accounts or any matter 
touching propriety and regularity of the transactions, it is 
essential that the Principal Accounting Officer if serving as the 
District Coordination Officer in the District Government, utilizes 
fully the services of his EDO Finance and Planning. 

 
f) Meeting of Departmental Accounts Committee:-   The Principal 

Accounting Officer shall regularly hold meetings of the 
Departmental Accounts Committee to watch the processing of 
relevant Audit and Inspection Reports and decide upon 
appropriate measures so as to aid and accelerate their process 
of finalization. 

 
 
GENERAL PRINCIPLES OF BUDGETING 
 
113. A budget is a tangible expression of any organization’s policy for the following 
year or other time period. It gives in a concise format the allocation of resources 
towards organizational goals. It needs to be reviewed during its relevant period for 
two main reasons: 
 

1. To ensure that variations in budgeted heads are tolerable- i.e. that 
over- and under-spending do not break organizational rules or threaten 
key organizational goals; 

 
2. To ensure that there are set times for re-allocating money and that 

there is a  mechanism for such re-allocation. 
 
114. The education budget, like the budget of other sectors, emerges from a long 
process taking the best part of a year prior to the start of the Fiscal Year for which 
the budget is prepared. This aggregated budget is arguably the most comprehensive 
policy document that the Government issues. The budget should be structured on 
the following parameters:- 
 

1. It should be based on sound principles of public sector budgeting. 
 
2. It should contain justification based on technical i.e. educational, 

considerations. 
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3. It should be the outcome of involvement of managers at central, field 
office and institutional levels. 

 
GENERAL INSTRUCTIONS REGARDING PREPARATION OF RECURRENT 
BUDGET 
 
115. The Annual Budget Statement containing the estimated annual revenue and 
expenditure together with all other receipts and disbursements is laid before the 
National/Provincial Assembly or the Zila Council as the case may be.  
 
116. In framing budget estimates the estimating authorities should exercise the 
utmost foresight. All items of receipts and expenditure that can be foreseen should 
be provided for under the proper heads. This exhortation to show foresight should 
not, however, be taken as an invitation to provide for unnecessary items of 
expenditure. While care shall be taken to see that all item of expenditure that can be 
foreseen are provided for, it is equally essential that the amount of the provision is 
restricted to what is really necessary. 
 
117.  The past level of actual expenditure/provision is no doubt, by and large, the 
usual yardstick for determining the provisions for the next year but it has its 
limitations when it comes to abnormal expenditure and justification. Pay and 
allowances can be subjected to straight arithmetical calculation. In providing for 
stores and equipment it is necessary to ensure that the estimates are based on 
approved and workable norms for the supply and replacement of consumable stores 
and spare parts, as well as for the supply of new equipment, and that they are 
properly tied up with their price schedules. The aim is that the budget provision 
should have a rational basis and should be worked out with prudence and precaution. 
 
118. The basic rules for the preparation of the detailed estimates are as follows:- 
 

i) The estimates should be prepared on the basis of what is expected to 
be actually received or paid during the ensuing year, including arrears 
of previous years and not only the demands or the liability falling due 
within the year. In other words the estimates should include all receipts 
and payments during the coming year, irrespective of the fact hat such 
receipts or payments relate to the transactions of that year or the 
previous years. For instance, materials to be ordered in August, 1987 
but not expected to be paid for till August, 1988 will be provided for in 
the budget estimates for the year 1988-89 and not in the estimates for 
the year 1987-88. Similarly revenue due in August, 1988 will be 
provided for in the receipt estimates for the year 1988-89 and not 1987-
88. 

ii) The estimates should not show merely the net receipts or net charges. 
The gross transaction in the case of both receipts and charges in each 
department should be shown separately. Receipts are to be estimated 
as receipts on the receipt side of the estimates and expenditure on the 
expenditure side. It is not permissible to deduct receipts from charges 
or charges form receipts and frame estimates of net receipts or net 
charges. The practice of framing estimates on a gross and not on a net 
basis enables the Legislature to exercise control over expenditure 
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which it could not do if the executive approached the Legislature for 
authority merely for that part of the expenditure which could not be met 
from receipts. Yet in certain cases budgeting is on a net basis. For 
instance, refunds of revenue are deducted from gross collection and 
the estimates are prepared only for the net receipts, the reason being 
that refunds do not really represent  expenditure; 

iii) No provision should be made in Part I for items of expenditure not 
covered by sanction, either general or specific. If any provision is 
considered necessary for any unsanctioned item, it should be included 
in Part II. It should on no account be incorporated in Part I (Standing 
and Fluctuating Charges); 

iv) Under the provision ‘Pay of officers’ and ‘Pay of Establishment’ details 
should be furnished in a separate form  showing names, designation, 
increments due, etc.; 

v) In the case of sanctioned establishment, whether permanent or 
temporary, full amount of the pay including increments which are likely 
to be drawn by the incumbents on duty during the period should be 
provided; 

vi) Where no Leave Reserve exists, provision should be made for leave 
salary both for the officers and the establishment on the basis of past 
actuals, regard being paid to any new factor; 

vii) Provision should not be made for those who are on deputation or are 
otherwise absent and are not likely to return in the year for which 
estimates are being prepared;  

viii) No provision should be made for posts which it has been decided to 
leave unfilled or which have been kept in abeyance as a measure of 
economy. If it is desired to revive any of such posts prior consent of the 
competent authority should be obtained before making any provision in 
the estimates on this account; 

ix) For all fixed recoveries and fixed payments (other than establishment 
charges) sanction fixing the amount should be quoted; 

x) No lump sum provision should be made except, with the concurrence 
of Ministry of Finance/Finance Department/District Government, in 
most exceptional circumstances, the reasons for which should be 
recorded in writing; 

xi) Provision for losses should not be made in the estimates. If however, 
the nature of work of a department is such that losses must be 
regarded as inevitable each year, provision may be made with the 
special sanction of the Ministry of Finance/Finance Department/District 
Government in each case; 

xii) A lump deduction should be made if savings are anticipated for posts 
likely to remain vacant or for other reasons. 
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GENERAL PRINCIPLES OF AUDIT 
 
119. The primary function of audit is to verify the accuracy and completeness of 
accounts so as to ensure that all revenue and receipts have been brought to account 
under proper head and that all expenditure and disbursements have been authorized, 
vouched and correctly classified. The Audit is also required to see that the final 
account represents a complete and true statement, of the financial transactions it 
purports to exhibit. This object can be achieved through an independent scrutiny. 
Accordingly the statutory provisions pertaining to functions of the Auditor-General 
fully recognize his independence in the sphere of audit.6 
 
120. The public audit has a dual role. Firstly on behalf of the Executive 
Government to check whether its officers and authorities subordinate to it comply 
with the orders issued by it in the discharge of its responsibility to the Legislature. 
Secondly, on behalf of the Legislature, to secure that the Executive Government acts 
in accordance with the law. 
 
121. It is essential that there should be a clear cut demarcation between the 
auditorial and administrative functions. It is the Executive Government which makes 
financial rules and orders and its subordinate officials apply them. The Audit has to 
see that the rules and orders satisfy the provisions of the law and are properly 
applied so as to be free from audit objections. It is not the function of audit to 
prescribe as to what the rules or orders should be. The criticism offered by the Audit 
should be limited to financial aspects and based on the accounts. It should not 
extend to administrative or other aspects. Nor the audit should offer any suggestions 
as to how Government may be better conducted. Although the expenditure of public 
money yet the Audit can bring to its notice any instance of wastefulness or in 
fructuous expenditure. Government also welcomes suggestions to promote economy, 
based on information from the accounts. In short the audit of the Auditor-general is a 
financial and not an administrative audit. 
 
 
AUDIT OF CLASSIFICATION 
 
122. One of the primary duties of Audit in examining an account is to verify that all 
financial transactions are properly recorded in the accounts and are allocated to the 
proper codes.  Although the ultimate authority for determining the function-cum-
object code under which a transaction is to be included rests with the President, but 
Audit, in its auditorial capacity, has every right to criticize the validity of a 
classification, which is inconsistent with the provision in the budget or which renders 
the accounts incorrect or provide a misleading representation of the facts. 
 
123. It should also be remembered that the decision whether expenditure should 
be met from current revenues or from borrowed money rests with the Executive-
cum-Legislature. It is nevertheless, the duty of Audit to point out the occasions on 
which the classification of expenditure between revenue and development 
                                                 
6 Audit Manual, Auditor General of Pakistan. 
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expenditure or its distribution between current revenue and loan funds appears to be 
contrary to the dictates of sound and prudent financial administration. 
 
 
AUDIT OF EXPENDITURE 
 
124. The audit of expenditure on Government account is the responsibility of the 
Pakistan Audit Department and its Provincial/regional offices. It will facilitate the work 
of the executive branch of the Government to a great extent if the essential 
requirements of Audit are known to it. There can be a lot of saving in time and labour 
and substantial correspondence avoided, if the sanctions issued by the executive 
authorities are in conformity with the basic requirements of Audit. 
 
125. The executive authority is expected to ensure that funds authorized by 
competent authority are used within the limits of delegated financial powers.  This is 
an important point which attracts the attention of audit.  Audit has to ascertain if the 
money has been applied for the purpose or purposes for which the Grants and 
Appropriation were sanctioned.  
 
126. The Audit needs to satisfy itself that the expenditure incurred conforms to the 
financial rules and regulations framed by competent authority. While examining the 
financial rules or orders the Audit has to ensure that those are intra-vires and are not 
inconsistent with any provisions of the Constitution or orders issued there under. 
Further the orders should be consistent with the essential requirements of audit and 
accounts as determined by the Auditor-General. Moreover, the orders should not be 
inconsistent with the orders or rules issued by a higher authority. The responsibility 
of Audit in relation to regularity of expenditure is of a quasi-judicial character. It 
involves the interpretation of statute, rules and orders with reference to  case law or 
previous decisions and precedents.   
 
127. The next important consideration is that there should exist  a sanction, either 
special or general accorded by competent authority, authorizing  expenditure. In this 
behalf Audit has not only to see that the expenditure is covered by a sanction but 
has also to satisfy itself that the authority sanctioning an expenditure is competent to 
do so by virtue of the powers vested in it by the provisions of the Constitution or by 
the Rules or Orders made there under or by the rules of delegation of financial 
authority made by a competent authority. Further it should be seen that the sanction 
is definite and needs no reference to the sanctioning authority or a higher authority. 
 
128. Finally comes the audit against propriety. It is an essential function of Audit to 
bring to light not only case of clear irregularity, but also every matter which in its 
judgment appears to involve improper expenditure or waste of public money or 
stores. It is equally important to see that the broad principles of orthodox finance are 
borne in mind not only by the disbursing officers but also by the sanctioning authority. 
The crux of the matter is that no burden should be imposed on the revenues of the 
Federation/Provinces/District Governments except for the purposes of Pakistan or 
some part of Pakistan. 
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AUDIT REPORT 
 
129. In terms of Article 171 of the Constitution the report of the Auditor General 
relating to the accounts of the Federal Government or Provinces are submitted by 
him to the President or the Governor as the case may be who causes them to be laid 
before the respective Legislatures. Two separate reports – Audit Report on the 
Appropriation Accounts and Audit Report on the Finance Accounts – are compiled in 
this behalf. Under the Local Government Ordinance, 2001 the Director Local Fund 
Audit shall conduct regular annual audit of the Local Funds and the Director-General 
Audit of the Province shall undertake audit of the District, Tehsil and Town Provincial 
Accounts during a financial year. 
 
130. The Audit Report on the Appropriation Accounts contains the audited 
accounts in the form of appropriation accounts of the entire expenditure “Voted” or 
“Charged” for each financial year. It also, includes such comments on the regularity 
and propriety of expenditure which are deemed necessary as a result of audit 
investigation. The report brings to the notice of the legislature the result of audit of all 
trading, manufacturing profit and loss accounts and balance sheets in respect of 
Government Commercial or quasi-commercial undertakings. The results of audit of 
receipts and accounts of stores and stock are also incorporated in the report and 
suitable comments made, where necessary. 
 
131. The audit report on the Appropriation Accounts is self-contained in respect of 
all matters with which it deals. It gives a detached, dispassionate and technical 
presentation of the audited accounts and is free from bias or a political opinion. The 
report, as a matter of fact, has been designed to serve a dual purpose. To the 
Government concerned the report shows the extent to which its subordinate officials 
and authorities are complying with its rules and orders and can be amplified or 
modified with advantage. To the Legislature the report reveals the extent to which 
the Executive government have complied with the views expressed by the 
Legislature, through the Public Accounts Committee, in matters of importance and in 
particular how far moneys placed at the disposal of the Government were regularly 
and properly spent. In order to perform adequately the latter function, the report, in 
addition to the points arising out of the audit against provisions of funds brings to the 
notice of the Legislature  important financial irregularities such as deficiencies of 
sanction, failure to enforce prescribed rules or procedure, offence against universally 
accepted standards of official conduct or financial administration or any other class 
of irregularity. It also points out cases of losses, writes off or other irregular 
expenditure. 
 
132. Before an irregularity or overpayment, etc., is incorporated in the Audit Report 
it is desirable that the Government concerned should be given an opportunity of 
making observations and comments, it deems necessary. The draft paragraph 
should be shown to the Ministry/Division/office concerned before final inclusion in the 
report so that the department may get an opportunity to suggest a correction or 
modification. In predominantly administrative and technical matters the question of 
financial propriety can be raised by the Accountant General only if he is fully satisfied 
that the raising of such a point is a legitimate audit function and it is likely to serve 
some practical purpose. On such important matters it is better to hold a discussion 
between the Accountant General and the Department. The discussion should be for 
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the purpose of clarifying issues and eliminating points of controversy. The points 
which remain unresolved are then stated in a definite form as may be agreed to 
between the Account General and the Ministry/Division/office concerned. Even if the 
Ministry / Division/office does not agree to the inclusion of a paragraph in a particular 
from the Accountant General has every right to incorporate it in the Audit Report as 
he may deem fit. It is, however, not advisable to initiate a premature and widely-
ranging controversy in the Audit Report. 
 
133. The object of the Audit report on “Finance Accounts” is to present to the 
Legislature a report on the financial result disclosed by  different accounts and other 
data coming under examination. It includes accounts of the receipts and expenditure 
of the Government for each financial year, the Revenue and Capital accounts, the 
accounts of the Public Debt, and the accounts of the assets and liabilities of the 
Government as deducted from the balance recorded in various books. The Audit 
Report on Finance Accounts, as a matter of fact, supplements the Audit Report on 
the Appropriation Accounts. 
 
134. The “Finance Accounts” is an auditor’s presentation of the general state of 
accounts of the Government to the Legislature giving some elucidation and narrative 
presentation of new or salient features. There is nothing in the report by way of 
financial appreciation, praise or blame, nor there are any comments on the merits of 
the financial administration of the Government. In short, the sole purpose of the 
report is to convey a just and impartial picture of the financial position of the 
Government. 
 
135. Both these reports are laid before the Legislature which gets them scrutinized 
through the Public Accounts Committee. The observations and recommendations of 
the Public Accounts Committee are circulated by the Ministry of Finance/Provincial 
Finance Departments and the Ministries/Departments concerned are expected to 
comply with them. A compliance report for the previous years is submitted to the 
Public Accounts Committee in its next meeting.  
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Appendix-I  
 

PC – I  FORM 
 
 
 
 
 
 
 
 

GOVERNMENT OF PAKISTAN 
�
�

� � � � � � � ( � � � & & � � � � � � �
�

� � � � � � & � � � � � � � � ) � � � � & � � � �
� � � � � � � � �

�
 
 
 

(Education, Training & Manpower) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

� � � � � � � �� 	 	 
 �
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PART “ A”  

 
PROJECT DIGEST 

 
1. Name of project: 
 
2. Authorities responsible for: 
 

i) Sponsoring: 
ii) Execution: 
iii) Operation & Maintenance: 

 
3. Time required for completion 

of project: 
 
4. a) Plan provision 
 i) If the project is included 
  in the current Five Year 
  Plan, specify actual 
  allocation. 
 

ii) If not included in the 
current plan, how is it 
now proposed to be 
accommodated (Inter/Intra- 
Sectoral adjustments in 
allocation or other sources 
may be indicated). 

 
iii) If the project is proposed 

to be financed out of block 
provision for a program 
indicate. 

 
iv) For each project a statement 

showing plan allocation and 
impact of the project being 
submitted for approval on the 
sectoral portfolio should be 
given. 
 

Total block Amount already Amount proposed for Balance available 
provision committed this project 
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b) If the project is not in 
the plan, what warrants 
its inclusion in the plan. 

  
 
5. Relationship of the project with 

the objectives of the sector. 
Indicate the contribution of the 
project, quantified if possible, 
to the targets in the Five Year 
Plan, and names of other project 
(whether sanctioned or under 
preparation) which should form 
part of an integrated program 
within the sector. 

 
6. Capital cost of Project: 
 

Local cost: 
 
Foreign Exchange cost: 
 
Exchange rate adjustment, if 
any on the basis of latest 
information: 
 
Total: 

 
7. Annual recurring expenditure 
 after completion: 
 
 Local: 
 F.E: 
 
 Total: 
 
8. Objectives of the project 
 preferably in quantitative 

terms: 
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Prepared by: (Name & Designation) 
 
Checked by: (Name & Designation) 
 
Approved by: (Name & Designation) 
 
 
 
Date:_______________ 

 
 
 
 

PART “  B”  
 

PROJECT DESCRIPTION AND FINANCING 
 
 
9. Location of project (attach map): 
 

a) Give name of place and 
administrative district 
in which the service centre 
will be located. 

 
b) Indicate total area which 

will be served. 
 

c) Environmental aspects: 
A detailed sector–wise 
list of impacts be 
attached with this 
proforma and agency in 
relevant sector should 
furnish information in 
the PC-I on related 
aspects. 

 
10. Existing facilities: 
 
 Give information about 

public and private sector 
institutions in the area, 
their staff and equipment, 
actual enrolment in various 
classes and enrolment 
capacity of the institutions. 
Information about public 
and private sector 
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institutions should be given 
both for the level of the 
educational program proposed 
by the project as well as 
for  lower level 
institutions which will 
serve as feeder institutions 
for the project. 

 
11. Description of the project: 
 

a) Give brief history, 
proposed facilities and 
justification for the project. 
 

b) Give details of administrative 
structure for implementing 
the project. 

 
c) Give population of the 

area to be served, age 
groups and income levels. 

 
d) Relationship with other 

programs in the same sector 
and in other sectors. Indicate 
whether coordination with other 
sectors has been ensured. 
 

e) Give student-teacher ratio 
for the project and the 
national average for the 
proposed level of education. 
Give also the extent of 
library and laboratories 
facilities per student and 
how it compares with the 
national average. 

 
f) The employment prospects 

of the persons to be 
trained in terms of  
present and future demands. 

 
g) Employment to be created 

by gender. 
 

h) Detailed analysis of 
estimation of the likely 
employment. 
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i) Give details of the type 

of training or education to be 
imparted. The syllabus and  subjects 
in which emphasis will be 
placed. Indicate availability 
of teaching staff. 

 
12. Give date when capital 

expenditure estimates were 
prepared. If prepared more 
than one year ago, confirm if 
they are still valid. 

 
 
 
13. Capital cost:- 
 
 Give breakdown of capital cost 

year-wise covering the whole 
of the investment period, 
as indicated below:- 

 
Item Total I year at II year at 
 at official official rate official rate 
 rate of exchange of exchange of exchange 

Local FEC Import Total Local FEC Total Local FEC Total 
  Duties 

 
1) Cost of land 
2) Cost of land development 
3) Roads internal and access 
4) Administrative buildings, 
 cost of construction 
 Equipment 
 Furniture 
 Library books 
 Others 
5) Service buildings 
 Cost of construction. 
 Equipment 
 Furniture 
 Others 
6) Residential and Hostel buildings 
 Cost of construction 
 Equipment 

Furniture 
Others 
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7) Transport 
 (Please also provide a list 

of existing vehicles with make, 
made and running condition). 

 
8) Basis of cost estimates (give full details) 
  

a) Detailed financial statements 
both on cumulative and 
incremental basis for all 
projects to clearly identify 
the elements of subsidies. 
Profits on commercial lines 
should be part of every PC-I. 
The financial statements 
should be prepared on 
standard commercial formats. 

 
b) Exchange rate should be automatically 

adjusted on the basis of latest 
information by Planning and 
Development Division during 
project scrutiny. 

 
c) A specific set of calculations 

showing O&M expenditure as a 
consequence of project completion and 
its means of financing. 

 
15. Estimates of annual recurring 

expenditure after completion 
of each phase of project. 
(also indicate source of 
financing recurring expenditure) 

 
 Fixed cost Variable cost Total cost 
 Salaries of staff: 

a) Establishment 
b) Ancillary staff 
c) Supervisory and administrative staff 
d) Consumable store and supplies (please specify) 
e) Books and Journals 
f) Contingent staff 
g) Other contingencies e.g., electricity, 

water, postage etc 
h) Rent and service charges 
i) Other expenditure e.g., sports and 

workshop supplies. 
j) POL charges 
k) Repair and maintenance 
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16. Unit cost for each category 

of service or output e.g. 
for educational institutions, 
the cost per student and how 
it compares with cost in 
other institutions. 

17. In case of the project for 
production of goods and 
services e.g., production of 
text books, give expected 
income statement (Profit and loss 
Account) for ten years or until 
normal capacity is reached. 
(Rate of depreciation and 
salvage value of property 
should be given). Also give 
amount of subsidy with 
source, if any. 

 
18. Annual phasing of physical work and financial requirements 

for the projects (attached Bar diagrams, if prepared). 
 

Physical work Financial      requirements 
Item         % LOCAL   F.E.C.  TOTAL 
 
 

Already completed 
 1st Year ( ……………………………. 
 2nd Year ( ……………………………. 
 3rd Year ( ……………………………. 
 4th Year ( ……………………………. 
 5th Year ( ……………………………. 

 
 
19. I. Foreign Exchange Expenditure 
 Year Material Consultants Others Total 
 1. 
 2. 
 3. 
 4. 
 5. 
  

II. Risk Analysis. This should cover detailed risk analysis for the following: 
 

a) Change in assumption in financial and 
economic analysis such as 
discount rates, implementation 
times increase/ decrease of 
costs etc. 
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b) An analysis of the risk 

involved in implementation 
period i.e. a detailed 
review of the project cycle 
and likely events  which 
may delay the project and 
means of addressing those 
delays. 

 
20. a) Likely source and amount 

of foreign exchange cost 
of the project. 

 
b) Present position regarding 

availability, commitment 
or negotiations. 

21. Indicate source and amount 
of rupee component of project 

 
Course Amount for Amount for 
 Capital recurring 
 Expenditure expenditure 
 
 

a) Government sources 
(please specify Federal 
and Provincial). 
(i) Grant 
(ii) Loan 
(iii) Investment 
(iv) Direct Govt. Exp. 

 
b) Sponsoring Agency’s own fund. 
c) Private investment 
d) Local body resources, 

if any. 
e) Non-Government borrowing 
f) Community contribution 
g) Other sources 

(e.g. Recoveries) 
 
22. Results of the project 
 (i) Direct benefits 
  Number of persons served 
 

(ii) Indirect &  other benefits: 
contribution towards 
specific targets / social 
objectives. 
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(iii) Efforts being made in the 

project for skills development. 
 
(iv) Specific facilities 

(such as schools, roads, 
water, hospitals etc.) 
which will become 
available to the people 
in the project localities. 

 
(v) Other socio-economic 

benefits / disadvantages 
which are likely to accrue 
as a result of the project. 

 
 
23. (a) Approximate number and 

categories of job opportunities 
likely to be created indirectly 
as a result of:- 

 
(i) implementation 
(ii) Operation of project: 

(b) Economic life of project components: 
 
(i) Building 
(ii) Equipment 
(iii) Books 
(iv) Others    
 
 
 
                 PART “  C”  

 
PROJECT REQUIREMENTS 

 
 
24. Detailed list of technicians 

and professionals required for 
implementation of the project: 

 
 
 (a) Manpower with breakdown by sex: FOR EXECUTION FOR OPERATION 
 Male Female Male Female 
 
 1. Professional and technical: 
 2. Administrative, 
  Executive &  managerial 
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 3. Clerical 
 4. Skilled 
 5. Unskilled 
 6. Others 
 
 (b) Detailed list of skills 

required for implementation 
of the project. 

 
 (c) Likely shortage of manpower 

by occupation. 
 
 (d) Efforts being made in the 

project for skill development. 
 
 (e) Steps to be taken to 

assure availability of 
manpower. 

 
 (f) Approximate number of 

persons required to be 
trained per year 
(locally and abroad) and 
the kind of skills to be 
learnt. 

 
 (g) Give total capital outlay 

and the capital cost 
of mobilizing one 
worker for one shift. 

 
25. Physical and other facilities required for project: 
 
Items Total To be provided from To be provided 
  the project itself from the public 
   utility 
 
 (a) Access roads 
 (b) Power supply 
 (c) Water and other utilities 
 (d) Education facilities by type 
 (e) Housing by type 
 (f) Others 
 
 
26. Are any civil works of any 

kind including building, 
housing, town planning, 
water supply and sewerage 
activities included in the 
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project. If yes, provide 
the following information:- 

 
(i) Total covered area of the 

building (basis for 
determining the space 
requirements) along with 
line plans, No. of stories etc. 

 
(ii) If houses, provide, their 

number and categories 
along with covered area and line-plans. 

 
(iii) Size of the plot, on which 

building/houses are to 
be constructed viz the 
percentage of open and constructed area. 

 
(iv) Give description of 

already completed or 
under constructed 
building/houses viz. the 
now proposed construction. 

 
(v) Existing water-supply and 

sewerage arrangement in 
the area as well as for the present project. 

 
(vi) Unit-cost supported by 

item-wise detailed 
estimates of the building/ 
houses, separately for 
civil works, water supply 
and sewerage: Other utilities including 
HVAC (if present); external development etc. 

 
(vii) Percentage of 

Contingencies, Departmental 
charges and escalation 
based on base-cost. 

 
27. (A) (i) material, supplies and equipment requirement: 
   Minimum total requirements for execution: 
   To be completed only for major items 
   costing more than 10% of the total cost 
 
Item Unit Local Foreign Already available 
    with agency 

 Qty. Rate Cost per Qty. Rate Cost per 
   unit   unit 
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1. Material 
(a) 
(b) 
(c) 
(d) 
(e) 

 
2. Supplies and spares 
 (a) 
 (b) 
 (c) 
 (d) 
 (e) 
 (f) 
 (g) 
 
3. Equipment and machinery 
 (a) 
 (b) 
 (c) 
 (d) 
 (e) 
 
4. (i) (a) Construction 
   (Provide the line plan of building). 
 
  (b) Consumables 
 
 (ii) Unit cost of construction: 
 
 (A) (ii) Material, spares and supplies and equipment 

for operation of project. 
 
 
Item Local Foreign 

 Qty. Rate Cost per Qty. Rate Cost per 
   unit   unit 
 
1. Material 
 (a) 
 (b) 
 (c) 
 
2. Supplies and spares. 
 (a) 
 (b) 
 
 
3. Equipment and Machinery 
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 (Please provide a list of 
 equipment and machinery). 
 
 
 
28. In the case of imported 
 material and equipment for 

execution, indicate 
(a) Justification for imports 
(b) Proposed source/ 

  sources of supply 
 
 
29. Beneficiaries 
 Participation 
 
 
 
 

(THIS PART SHOULD BE FILLED UP ONLY FOR REVISED SCHEME) 
 
 
1. Comparative cost estimates of the last sanctioned and revised scheme: 
 
 
Items Last sanctioned project Revised Project 

 Local Foreign Total Local Foreign Total 
  Exch.   Exch. 
 
 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

(i) 
 
 
 
 
 
 Give reasons for revision in cost estimates: 
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 Items Reasons for revision 
 
(a) 
(b) 
(c) 
(d) 
(e) 
(f) 
(g) 
(h) 
(i) 
 
2. Total expenditure incurred so far: 
 
 Expenditure 

 Local &  Foreign Total 
 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

(i)
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Appendix – I I  
PC-I  FORM (URDU) 
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Appendix – I I I  
 

GUIDELINES FOR FILL ING OUT PC-I  FORM 
 
 

PART A 
 
 
Column 1.                                Name of project. 

 
 

The project should be precisely and distinctly named. Generalities should be avoided. If you 
are proposing to construct say 5 primary school buildings, it would not be proper to give any 
of the following names to the project: 

 
a. Provision of educational facilities. 
b. Construction of educational institutions. 
c. Enhancement of existing educational services. 

 
The   scheme should be titled as: 
 
CONSTRUCTION OF FIVE PRIMARY SCHOOL BUILDINGS IN ----------------------------

--------------(the names of the five localities should be given). 
 

 
Column 2.   Author ities responsible for : 

 
 

(i) sponsoring: 
(ii) execution: 
(iii) operation & maintenance: 

 
The EDO (Education) and EDO (Literacy) are responsible for preparing projects falling in 
their respective domains. Even though the schemes prepared in PC I form may be the result 
of collaborative efforts, responsibility for sponsorship would rest with the concerned EDO. 
Sponsorship would involve securing approval of the District Development Committee or the 
Provincial Development Working Party as the case may be, obtaining administrative approval 
of the DCO and issuance of financial sanctions based on budgetary allocations. Monitoring of 
physical progress and proper utilization of funds also forms part of the overall responsibility 
of the sponsoring authority.  
 
Projects involving civil works are usually executed by the EDO (Works). His designation 
should therefore appear in (ii) above. However, there may be instances where a scheme may 
be meant for execution by an agency other than EDO (Works). In such cases, the name of the 
agency should be mentioned. 
 
On completion of the project, its operation becomes the responsibility of the sponsoring 
agency. In some cases, the approved scheme may envisage its operation by some other 
agency i.e. an NGO. In any event, the name of the agency responsible for operation of the 
project after its completion should be clearly mentioned. 
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The responsibility for maintenance of District Government assets rests with the EDO (Works). 
Under specific written agreements, the responsibility for maintenance of a government 
building could be transferred to some other agency. The Citizen Community Boards for 
example could be entrusted with this assignment. Against item (iii) this responsibility should 
be clearly brought out. 
 
 
Column 3.   Time required for  completion of project: 
 
 
Not enough care and consideration goes into the preparation of a schedule for completion of 
the project specially those involving civil works. The casual formulation of the completion 
schedule leads to several problems after the project is taken up for execution. For example, if 
the civil works are expected to be completed in six months, no budgetary provision for this 
activity would be made in the next financial year. If the construction schedule is not properly 
prepared, the work may not get started on time and its completion may take more than six 
months. Funds may have to be provided in the budget of the next financial year which may 
not be possible at times.   
 
Based on the six months completion schedule, the sponsoring agency may propose steps for 
the operation of the scheme. This may involve recruitment of staff and purchase of furniture 
etc. If the civil works are not completed as envisaged, the staff recruited for the purpose 
would have to be paid for performing no work. This would be undesirable and would attract 
audit observations. It is therefore, extremely important that the completion schedule of the 
project is very carefully prepared and accepted only after thorough examination of all aspects 
involved. 
 
 
Column 7.    Annual recur r ing expenditure after  completion 
 
 
The information to be provided in this column should be very carefully prepared. If the 
recurring expenditure is deliberately minimized to secure approval of the scheme, many 
difficulties will arise later once the scheme has been completed. For example, if the man 
power required for operation of the scheme after completion is not correctly identified, it 
would be difficult to get these posts sanctioned at a later stage. Similarly, if other recurring 
costs e.g. electricity, gas charges etc. are not correctly estimated, the scheme would encounter 
difficulties during its operation. The sponsoring authority is responsible for accurate 
estimation of recurring expenditure. 
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PART – B 
PROJECT DESCRIPTION AND FINANCING. 

 
 
Column 9.    Location of project. 
 
 
Many projects run into delays due to the initially ill chosen site where it is to be located. 
There are instances where projects had to be abandoned due to difficulties encountered at site. 
These difficulties were either not foreseen or ignored at the project formulation stage. 
Availability of state land is assumed when in fact state land was never available in the 
vicinity of the population the project was expected to serve. This at times forces the project 
sponsors to relocate the project at sites that are too distant from the population centres and 
ultimately the projected benefits do not materialize. An educational institution built far away 
from the nearest population centre, a health facility with no nearby human settlement are 
instances of poor planning. The basic cause of this poor planning is the failure to carry out a 
survey to locate the project exactly where it is required. If this involves payment for the cost 
of land, then an explicit provision should be made in the PC I form. If funds are not 
forthcoming for the purpose, the implementation of the project should be deferred.  
 
 
Column 10.   Existing facilities. 
 
 
Numerous instances exist where investment was made in the establishment of an educational 
institution, when a similar facility already existed and was fully functional. Such waste of 
limited resources can be avoided if a survey of existing public and private sector institutions 
is carried out and an objective assessment of demand for a new/additional institution is made. 
There can be no justification for example of setting up a new girls primary school opposite an 
existing well attended and well functioning girls school. Yet this has happened in some cases 
leading to waste of national resources. The effort should be to maximize returns from 
investment. Schools should be built where none exist facilitating access to excluded and 
deprived sections of our society. 
 
 
Column 16.      Unit cost. 
 
 
This column is usually ignored or outdated and irrelevant information is provided. The basic 
requirement is to indicate the estimated cost per student in case of an educational institution. 
The other requirement is to give the actual cost per student in case of already established 
educational institutions. In case of a substantial variation in the estimated and actual cost, the 
decision makers may wish to know the reasons. If the explanation for cost variation is 
reasonable, the project could receive approval. Where reasonable justification for this 
variation is not forthcoming, approval of the project may be deferred and the sponsoring 
agency may be required to carry out an investigation for the large variation. The estimate of 
cost per student can be worked out by dividing the total recurring cost with the expected 
intake of students. Refinements in the cost component can be introduced by amortizing the 
capital cost of the project over its estimated useful life, adding both the cost of maintenance 
and operation and dividing it by the anticipated enrolment of students.  
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Column 21   Source of financing. 
 
 
The PCI form lists a variety of sources through which a project could be financed. The 
sponsoring agency must provide the information in the relevant columns. Unless otherwise 
indicated, Federal and Provincial development allocations placed at the disposal of the 
District Governments are in the shape of grants. Foreign aid can take the shape of a loan or a 
grant. If  the sponsoring agency is not clear about the nature of foreign aid, it should make 
enquiries from the EDO (F&P) or where necessary, from the Provincial Planning/Finance 
Departments. 
 
Column 22   Results of the project. 
 
 
Due care is not taken in providing information against this column. At times, the benefits are 
over estimated leading to complications when the project is monitored after its completion. 
While it may be difficult to quantify all the benefits, every effort should be made to quantify 
the direct benefits e.g number of children that would be enrolled in the case of a primary 
school project. Projects also provide employment opportunities both at the execution stage 
and later when the project is completed and commissioned. It should not be difficult to 
provide this information. 
 

PART ‘C’  
 
 

PROJECT REQUIREMENTS 
 
 
This is an extremely important part of the PC I form. Sponsors neglect to provide the 
information required in the sub-columns of column 24. As a result, both during the 
implementation of the scheme and later after its commissioning, it is found that staff with 
requisite skills is not available. The non-availability of such skilled manpower can cause 
serious delays in the implementation of the project and lead to cost over-runs. Similarly, non-
availability of skilled manpower required to run the project will most certainly lead to 
postponement of benefits that would have other wise accrued. Equipment which cannot be 
operated in the absence of skilled staff is likely to gather dust. The warrantee period runs out 
releasing the supplier of its maintenance obligations. In many cases, the equipment reportedly 
became obsolete due to delays in its commissioning and the entire expenditure turned out to 
be wasteful. The project sponsors must therefore guard against such eventualities. 
 
If it is proposed to establish an IT centre at Maiwand (assuming that need assessment survey 
has been conducted) it should be evident that instructors both in computer hardware and 
software will be required. To assume that such engineers are available in the country and 
therefore, no shortage of manpower is anticipated would case serious grief to the project 
sponsors. The availability of skilled manpower in the country is no assurance that such 
manpower would be ready and willing to serve in Maiwand even if market salaries were 
offered. In such cases, perhaps a viable alternative may have to be considered by the project 
sponsors. They would do well to remember that establishment of IT centres may be a 
necessary but not a sufficient condition for development. 
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Appendix – IV 
PC-I I   FORM 

 
 

1. Name by which survey will be identified  

2. Administrative authorities responsible 
for: 

 

 i) Sponsoring  

 ii) Execution  . 

3. Central Ministry concerned with :  

 i) Sponsoring  

 ii) Execution   

4. Details of Survey / Feasibility Study:  

 a) General description   

 b) Research and Surveys  
 

   

   

   
 

   

 b) Justification   

   

   

   

   

 c) Month of commencement and 
completion (give detail of phasing) 
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d) Estimated Cost Local Foreign Total 

Year    1  

  

 e) (i)  Personnel required   

 Category No. Pakistan  Foreign  
 
1-   Principal professionals  - 
2.    Junior Professionals and Support Staff  - 

       (For details see Annexure –III) 

  

 ii) Give period of contract for local and 
foreign consultants and terms of 
their appointment. 

 

 f) Mode of financing (give budget 
provision) 

. 

 g) I f Foreign exchange expenditure is 
involved indicate whether a firm 
commitment is available. 

 

5. Details of scheme likely to be submitted 
after survey (give information wherever 
possible) 

 

 a) General description   

 b) Location   

 c) Estimated Cost    Local   Foreign  Total  

 Year  1 
  2 

  3 

 

 d) Benefits of projects (economic 
financial and non-quantifiable) 

 

 
 

 e) Probable mode of financing   
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 f) No of persons likely to be employed 
during implementation of scheme 
and after completion.  

 

 Category                      Local Foreign  
     No. 

 g) Materials and parts required yearly 
after completion of project. 
(Local costs and foreign costs) 

 

 

 

 

Name and designation of Officer 
Sponsoring the Project 
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Appendix – V 
 

PC-I I I  FORM  
 
 

THIS FORM SHOULD BE SUBMITTED WITHIN THREE WEEKS AFTER THE 
END OF THE QUARTER 

 
QUARTERLY REPORT 

 
 
 
Progress Report for the quarter ending   ----------------------. 
 
 
1. Name of Project 
 
2. Sector / Priority 
 
3. Location (District-Wise) 
 
4. Date of approval (Approving authority) 
 
5. Executing Agency (S) 
 
 Brief Scope of the Project 
 
6. Donor Agency (or agencies) if any. 
 
7. Commencement date 
 
8. Completion date / expected 
 
9. Approved project cost 
 
10. Total expenditure 30th June, 200-----.(Please mention the previous financial year) 
 
11. Allocation for the year ----------         (Please mention the year) 
 
12. Funds released during the year------------(Please mention amount released) 
 
13. Total expenditure up to  --------------(Please mention the quarter of the financial year)  
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14. FINANCIAL PHASING OF PROJECT 
 

(Rupees in million) 

PHASING AS PER 
LAST REVISION 

ACTUAL 
ADP 

ACTUAL AMOUNT 
RELEASED 

ACTUAL AMOUNT 
UTILIZED 

Year 

TOTAL FEC PROVISION LOCAL FEC LOCAL FEC 
        
        
        
        
        
        

 
15. PHYSICAL PHASING OF PROJECT 
 

Major 
component 

Target 
completion 

date 

Work 
completed up 
to previous 

year 

Target for 
this year 

Achievement 
up to (last 
quarter) 

Remarks 

 
 
 
 
 
 
 
 

     

 
16. Comments / Issues 
 
17. Recommendation 
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Appendix – VI 
 

 PC – IV FORM 
 
  
 
 

GOVERNMENT OF PAKISTAN 
 

PLANNING COMMISSION 
 

FORM FOR SUBMISSION OF COMPLETION REPORT ON DEVELOPMENT 
PROJECTS 

______________ 
________ 

 
 To be submitted on the physical completion of the projects regardless of whether or 
not the accounts of the project have been closed. 
 
1. Name of project 
 
2. (a) Administrative authority responsible for 

(i) Sponsoring 
(ii) Executing 

 
(b) Federal Ministry concerned with 

(i) Sponsoring 
(ii) Execution 

 
3. (a) Date of actual commencement of project. 
 
 (b) Date of actual completion of project. 
 

(c) Period of completion of project as originally planned. 
 
4. Project history 
  
 
            (a) Sanctioned Cost/ Actual Cost 
 
 Sanctioned cost Actual cost Remarks 
 ------------------------------------------------------------------------------------------ 
 Local F.E. Total Local FE Total 
 ------------------------------------------------------------------------------------------ 
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(b) Financial phasing of project. 
 
___________________________________________________________________________ 
 Phasing as per Actual Actual Actual Remarks 
Year last revision ADP amount amount 
----------------------------------------- provision released utilized 
 Local F.E. -------------------- ------------------- 
 Local F.E. Local F.E 
---------------------------------------------------------------------------------------------------------------- 
(1) 
(2) 
(3) 
(4) 
(5) 

 
(c) Physical phasing of project. 

___________________________________________________________________________ 
 Phasing as per last Actual Remarks 
Year revision 
___________________________________________________________________________ 
(1) 
(2) 
(3) 
(4) 
(5) 
 
5. Have the accounts for the project been closed? 
 If not, what amount is still unaccounted for? 
 
6. Number of persons employed 
 -------------------------------------------------------- 
CATEGORY Planned Actual 
 -------------------------------------------------------- 
 Local Foreign Local Foreign 
 -------------------------------------------------------- 
 
7. Benefits as reworked on the basis of actual cost. 
 (Give details of expected changes in recurring costs and benefits) 
 (a) Profit / Sale 

(b) Benefit Cost Ratio 
 (c) NPV 
 (d) IRR 
 (e) Cost per unit of service 
 (f) Non-quantifiable benefits 
 
8. Specify any changes in scope or design of original scheme 
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9. Suggestions for planning and implementation of similar projects in future. 
 (i) Preparation of estimates 
 (ii) Implementation of project; 
  (a) Prevention of delays 
  (b) Prevention of cost escalation 
 
Other suggestions Name and designation of 
 Reporting Officer 
 Date: 
 

 
 
 

INSTRUCTIONS FOR FILLING FORMS 
 
 
1. Please refer to PC-I from for definition of terms 
 
2. Use the same classification of personnel requirements as in PC-I 
 
3. (a) In remarks column, give reasons for revision. 
 (b) In remarks column give reasons for difference in columns 3 and 4 & 5. 
 (c)  In remarks column, give reasons for changes in phasing of project. 
 (d) Actual physical performance may be compared with planned performance.
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Appendix - VI I  

 
LETTER OF AGREEMENT 

(24-01-2002) 
 
 
Subject:- EDUCATION SECTOR REFORMS 
 
 
 To implement the Strategic Plan (2001-2004) of Education Sector Reforms (ESR), an 
amount of Rs. 1.579 billion has been provided in the budget (2001-2002) of the Ministry of 
Education. The agreed distribution of these funds among the Provinces / Agencies 
(Institutions under Department of Education and Local Government / Municipality) is 
enclosed. 
 
 The procedure for transfer / utilization is laid out below: 
 
Allocation of Funds 
 

(a) Federal Government will allocate funds to the Provinces and AJK, Northern 
Areas, FATA & ICT (hereinafter referred to as Agencies). 

 
(b) The eligible items for which the funds can be spent by each Province / Agency 

are indicated in Annex I. The Federal Government will also forward an 
approved concept paper, which will be the basis for framing individual 
projects at Provincial / District level. 

 
(c) Each Province / Agency will allocate funds which it receives from the Federal 

Government to the various districts for this program. It will  distribute these 
funds in accordance with the assessed needs of each district. Each Province / 
Agency will utilize these funds only on the indicated thrust areas, ensuring a 
balance between qualitative and quantitative components. 

 
Approval of Projects 
 

(d) Individual projects would be cleared at the district level unless their total cost 
exceeds the District Governments financial competence as prescribed by the 
Provincial Government in which case it would be cleared by the competent 
forum. 

 
Conditions which the Provinces / Agencies / Distr ict Government / ICT will observe: 
 

(e) Allocations for education included in the provincial budget 2001-02, whether 
development or non-development, would be fully utilized. This grant is being 
provided for utilization over and above the budgetary provisions. Failure to 
utilize full budgetary provisions would lead to at source deduction of the grant 
monies. In view of the short period of time left during this financial year, the 
Federal Government may, in case of any deduction / lapsing of the grant 
money, consider its re-authorization during the next financial year. 
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(f) Funds provided by the Federal government will be passed on by the Provincial 

Governments/Agencies to the Districts and Provincial Authorities (where such 
projects cover more than one district) within two weeks of the receipt of funds 
from the Federal Government. Provincial / Agency Education Department will 
report disbursements to the MoE. 

 
(g) Funds will be utilized according to the principle of performance based 

outcomes and well tracked output indicators specified in each project proposal. 
 

(h) The entire focus of project design and implementation will be learner and 
facility centered ensuring the best interest of the child / learner and the 
beneficiaries; this focus will lead to outcomes –based measurable performance. 

 
(i) In all schemes, 50% of the provision of educational opportunities shall be 

reserved for girls / women at all levels of education, as well as Disadvantaged 
Groups and Rural Areas. 

 
(j) Efforts will be made to mobilize civil society organizations (CSOs), 

community and private sector in implementation of programs where 
appropriate. It is to be noted that the Interim Poverty Reduction Strategy 2001-
2003, Education For All and Local Government Plan for Devolution has 
integrated CSO participation for making these national macro initiatives 
successful. Citizen Community Boards, Neighborhood and Village Councils, 
Education Committees of Union Councils, SMCs / PTAs and School Councils 
and NGOs may be consulted and taken on board as planning, implementation 
and facilitation partners through formal arrangements. 

 
(k) Project implementation mechanisms will be established by District 

Governments to link as far as possible with Public Private Partnerships and 
Local Community Organizations for school rehabilitation, up gradation and 
quality improvement, through formal institutional arrangements. 

 
(l) The Provincial Government shall be responsible for monitoring of schemes. 

Supervision will be done at the district level as agreed with respective District 
Partners (Govt. & CSOs). Monthly reports will be sent to MoE according to a 
mutually agreed format. MoE will be associated when required in joint 
monitoring visits to the project area/s. 

 
Maintenance of Accounts &  Audit 
 

(m) Federal funds will be transferred to the provincial Government / Agency 
accounts of each receiving authority. The Province / Agency will transfer 
funds, in accordance with the allocation for each district, to the relevant 
account of each district as prescribed by the Controller General of Accounts. 

 
(n) Each District Government may, where implementation is to be done on the 

sub-district level, transfer funds further to the tehsils/municipal accounts as 
prescribed by the Controller General of Accounts. 

 



 

 85

(o) Appropriate audit will be done for all expenditures in accordance with the 
prescribed rules. 

 
(p) Each District Government / Agency will be responsible for an assessment 

report, to be sent within four months of the completion of the fiscal year 
regarding the expenditures for each program and regarding mutually agreed 
out-comes. The Provincial Government  in turn, will consolidate reports 
received from the Districts Government / Agency and will send them to the 
Ministry of Education by the end of fifth month following completion of the 
fiscal year. 

 
(q) All unauthorized or ineligible expenditure would be the liability of the 

Province / Agency. 
 
IN WITNESS WHEREOF the parties have put their respective signatures. 
 
 
 
 
Secretary Secretary 
Government of _______ Government of Pakistan 
Education Department Ministry of Education  
 
 
Date ______________ Date ______________ 
 
 
Witness 
 
 
1. ________________________ 2. ________________________ 
 
Name _________________________ Name _________________________ 
 
 
Date __________________________ Date __________________________ 
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Annex – I  
 
 

ELIGIBLE ITEMS OF EXPENDITURE UNDER ESR 
 
 
 

·  Adult literacy 

·  Education For All 

·  Introduction of Technical Stream 

·  Revamping of Science Education 

·  Quality assurance 

·  Madrassah Reforms 

·  Teacher Training / Resource Centres 

�
 
 


