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PREFACE

The Auditor General conducts audit subject to Article 169 and 170 of the Constitution of the
Islamic Republic of Pakistan 1973, read with sections 8 and 12 of the Auditor General's
(Functions, Powers and Conditions of Service) Ordinance 2001. The audit of Sindh Water Sector
Improvement Project (Irrigation Component) was carried out accordingly.

The Directorate, General Audit Sindh conducted audit of the Sindh Water Sector Improvement
Project (Irrigation Component) from lOth October 2016 for the year 2015-16 with a view to
reporting significant findings to stakeholders. Audit examined the economy, efficiency and
effectiveness aspects of the Sindh Water Sector Improvement Project (Irrigation Component). In
addition, audit also assessed, on test check basis whether the management complied with
applicable laws, rules and regulations in managing the Sindh Water Sector Improvement Project
(Irrigation Component). The audit report indicates specific actions that, if taken, will help the
management to realize the objectives of the Sindh Water Sector Improvement Project (Irrigation
Component). The observations included in this report have been finalized in the light of
discussion in the exit meeting.

The Audit Report consists of two parts. Part-I contains Auditor's Report (Audit opinion) and
Financial Statements. Part-IT contains Executive Summary, Management Letter and Audit
Findings.

The Audit Report has been prepared for submission to the International Development
Association (IDA) in terms of Loan Agreement / Development Credit between International
Development Association & Islamic Republic of Pakistan.

Dated: 29-12-2016 (Azhkr Hae eed)
Place: Karachi Directb G'eneral



Abbreviations and Acronyms

ADB Asian Development Bank
BP Business Plan
CCA Culturable Command Area
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Gis Geographical Information System
UM General Manager

GMF General Manager Finance

GoS Government of Sindh
IR Human Resources

I&D Irrigation and Drainage

IDMT(A) Irrigation and Drainage Management Transfer (Agreement)

1(1P)D Irrigation (and Power) Department

ICT Information and Communication Techmology
f RC Institutional Reform Consultants

LBROD Left Bank Outfall Drain

M&E Monitoring and Evaluation
MD Managing Director
MIS Management Information System

NAWB Nara Canal Area Water Board
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Project Overview

Name of Project: Sindh Water Sector Improvement Project

Sponsoring Authority: Secretary Inigation Department. Government of Sindh and

World Bank (IDA Donor)

Executive Authority: 1. Irrigation & Power Department Govt. of Sindh,

2. Sindh Irrigation & Drainage Authority

3. Area Water Boards of Ghotki Feeder, Nara Canal &

Led Bank Canals & Farmers Organizations (FOs)

Loan No: IDA 5556-PAK

PC-I Cost: US$ 175.0 Million equivalent to Rs 10.7 billion

(IDA Share US$ 150.2 million and Government of Sindh

share US$ 24.8 Million)

Revised PC-I US$322.0 Million equivalent Rs30353 billion

(IDA Share US$ 297.20 million and Government of Sindh

share US$24.80 million)

Date of Commencement: 1 tJuly. 2007

Actual Date of Commencement: 15 'July, 2007

Date of Completion (as per Bank Credit): 31' tDecember, 2017

Date of Approval by ECNFC: 19-09-2007

Loan LlUtilization Status in FY 2015-16: Rs 1436-594 million

Progressive Expenditure upto last FY: Rs 1468.760 million
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Auditor's Report on the Sindh Water Sector Improvement Project (Irrigation Component)
Financial Statements

We have audited the accompanying Financial Statements of Sindh Water Sector Improvement

Project (Irrigation component) financed through loan/credit of World Bank (IDA) that comprises

of Statement of Receipts & Payments, Statement of Comparison of Budget & Actual together

with the notes forming part thereof for the year ended June 30, 2016.

Management Responsibility

It is the responsibility of the project management to establish and maintain a system of internal

control and prepare and present the Statement of Receipts & Payments in conformity with the

requirements of Cash basis IPSAS, Financial Reporting under the Cash Basis of Accounting

Standards-

Auditor's responsibility

The responsibility of the auditor is to express an opinion on the financial statement based on the

audit conducted. We conducted our audit in accordance with the International Standards of the

Supreme Audit Institutions. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement.

The audit process includes examining, on a test basis, evidence supporting the amounts and

disclosures in the financial statements. It also includes assessing the accounting principles used

and significant estimates made by management as well as evaluating the overall statement

presentation. We believe that the audit evidence we have obtained is sufficient and appropriate to

provide a reasonable basis for our opinion-

Opinion

In our opinion:

a) The financial statements present fairly, in all material respects, the cash receipts and

payments by the project for the year ended 30 June 2016 in accordance with Cash basis

IPSAS. Financial Reporting under the Cash Basis of Accounting Standards.

b) The expenditure has been incurred in accordance with the requirements of the legal

agreements.

Dated 29-12-2016 (AZHAI HA EED)
Place: Karachi Director eneral



ADDITIONAL FINANCING
SINDH WATER SECTOR IMPROVEMENT PHASE-I PROJECT

IDA Credit No. 5556-PAK

For the Year ended June 30, 2016

1. Background and Rationale for Additional Financing

The overarching project objective is to improve the efficiency and effectiveness of irrigation water
distribution in three AWBs (Ghotki, Nara and Left Bank), particularly with respect to measures of
reliability, equity and user satisfaction- This would be achieved by: (a) deepening and broadening
the institutional reforms that are already underway in Sindh; (b) improving the irrigatibn system in
a systematic way covering key hydraulic infrastructure, main and branch canals, and distributaries
and minors; and (c) enhancing long-term sustainability of irrigation system through participatory
irrigation management and developing institutions for improving operation and maintenance of the
system and cost rebovery. The improved water management would lead to increased agricultural
production, employment and incomes over some about 1.8 million ha or more than 30 percent of
the irrigated area in Sindh, and one of the poorest regions of the country. The project was originally
estimated at US$175 million, with IDA financing of US$150million and with balance fimded by the
GOS

The project original financing arrangement was insufficient to complete the planned activities. The
PDO is expected to be fully achieved by the closing of the project with additional financing. The
additional funding would ensure that the scope of work planned under the original project is
completed by the closing date for the additional financing.

The World Bank has agreed to provide and additional credit for an amount of US$ 138 Million for
the WSIP under IDA credit No- 5556 which would help to finance the costs associated with
increased volume of works and cost over-runs to allow the original project targets to be met.

Under additional financing PDO remains valid and unchanged. The project key performnce
indicators (K-PIs) will also remain same. The component wise details of the activities proposed
under additional financing are summarized below:

Component-A: Community Development and Capacity Building. Provide continued support to
strengthen the capacity of SIDA, AWBs and FOs to enable them to carry out operation and
maintenance of the irrigation and drainage system

Component-B: Rehabilitation and Improvement of Irrigation and Drainage System.
The additional funding will be used to ca-y out the remaining works on the Nara, Ghotki and Fulub
canals under three major civil works contract packages i-e, WSIP /Bl/LB/01, WSTP/Bl/GF/01 and
WSIP/Bl/NC/03 which covers the mainly the rehabilitation of structures, replacement of gates,
strengthening of embankments and modified the hydraulic profile of canals. On the basis of
performance of Project Implementation Consultants (PICs) contract services will be continue for
the supervision of future B I and B2 contracts under WSIP.
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Component C: Management Plan for major I&D infrastructure
Additional finance will continue to support the preparation of feasibility studies and detailed design
for rehabilitation of the Sindh barrages.

Component-D: Monitoring and Evaluation of the Project Impact and supervision of the
Environment Management Plan (EMP) and Social Action Plan (SAP.

The consulting services for Monitoring and Evaluation will be continuing for.the supervision of
project activities.

Component-E: Project Coordination, Monitoring, Technical Assistance ad Trainings:
The project coordination, monitoring of implementation activities, management and supervision of
procurement by independent project management consultant will continue under additional funding.

2. The project is consistent with the government's 'Pakistan's Vision 2025', which aims
at transforming Pakistan into a developed and export-led economy with strong social values
through the promotion of inclusiveness, peace and security and greater inter-provincial harmony-
The project contributes to the following 'pillars' of Vision 2025: sustained and inclusive higher
growth, and private sector-led growth and modernization of existing infrastructure.

Pakistan also adopted a National Climate Change Policy in 2012, with the overall goals
to promote climate-resilient development, and to mainstream climate change issues within
Various sectors of the economy through the implementation of adaptation and mitigation
measures which will ensure water and food security.

The Additional Finbucing is fully aligned with the Country Partnership Strategy
(CPS). The overarching goal of the CPS is to help Pakistan accelerate poverty reduction and
shared prosperity. The Additional Financing will contribute to "Increased Productivity of Farms"
(Results Area 2 of the CPS).

The project aims to improve the currently unreliable irrigation water delivery, especially
to the tail end farmers (generally the poorest farmers). The project includes structural and
nonstructural irrigation management activities which promote equitable distribution of irrigation
water and therefore provide a boost to shared prosperity. The project will not only increase the
farmers' income, but also reduce their vulnerability to future droughts.

3. Expected Outcome

Project Development Objective. This PDO remains valid and unchanged. It is expected
to be achieved by the closing of the project with additional financing.

Key Performance Indicator (KPIs). As neither the PDO nor the scope of the project is
proposed to be changed, the KPIs will also remain unchanged. However, the original targets
have been adjusted based on implementation progress so far. In addition, the following "core
sector" indicators have been added:
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* Area provided with improved irrigation and drainage services (ha).

* Number of female and male water users provided with new/improved irrigation and
drainage services: (i) Number of female water users; (ii) Number of male water users.

* Number of operational water user associations created and/or strengthened.

Details of the activities proposed to be financed under each component through the
Additional Financing are summarized below.

Component A: Community Development and Capacity Building (US$6.6 million).
Provide continued support to strengthen the capacity of SIDA, AWBs and FOs to enable them. to
perform their responsibilities according to the Sindh Water Management Ordinance of 2002.
Among other things, the Additional Financing will continue to strengthen the capacity of FOs to
carry out operation and maintenance of the irrigation and drainage systems.

Component B: Rehabilitation and Improvement of the Irrigation and Drainage
System (USS123.2 million). The additional resources will be used to carry out the works for
improvement of the main canal systems of Ghotki and Left Bank and for completing the
remaining works on the Nara Canal through three large civil works contracts. Rehabilitation of
the main canals will include the following works: (a) Rehabilitation or replacement of regulating
structures including rehabilitation or replacement of gates including provision of hydraulic
control gates; (b) Establishing a modified hydraulic profile of the three main canals; (c) Erosion
protection works and canal embankment strengthening; (d) Rehabilitation of inspection and non-
inspection canal roads; and (e) Rehabilitation or replacement of road bridges crossing the canals.

Component C: Management Plan for major Irrigation and Drainage Infrastructure
(US$0.5 million). The Additional Financing will continue to support the preparation of
feasibility studies and detailed designs for rehabilitation of the Sindh barrages by extending the
current consulting services contracts.

Component D: Monitoring and Evaluation of Project Impact and Environmental
Management Plan (US$0.7 million). The Additional Financing would continue to support
monitoring and evaluation and supervision of the environment management plan and the social
action plan The current consulting services contract will be extended for the duration of the
Additional Financiig.
Component Er Project Coordination, Monitoring, Technical Assistance and Training (US$7
million). The Additional Financing would continue to support the project coordination, monitoring
of implementation activities, management and supervision of procurement by an independent
project management consultant and technical assistance and training during the extended project
duration. The current Project Management Consultant/Procurement Agent contract will be extended
for the duration of the Additional Financing.
Table I below indicates the costs and financing, by component, of the original project
and the additional financing:
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Table 1: Project Cost and IDA Credit Aications (US$ Million)

A. Comm-unity Development &
Capacity Building 10.0 10.0 6.6 6.6 16.6

13. Improvement, of the Irrigation &
Drainage System 139.8 1150 123.2 123,2 238.2

Management Plan for Major
Irrigation Drainage Infrastructure 120 12.0 0.5 0.5 12.5

D. Monitoring & Evaluation and
Environmental Management Plan 4.2 4.2 0.7 0.7 4.9

E Projeet Coordination, Monitoring,
Technical Assistance & Training 9.0 9.0 7.0 7.0 16.0

otal-, : /Sto' 1553 1 å-3ä6fÖW 2882

4. Project Life

i) Projret Implementat-on Period: 3 Years 10 Months

ii) Efféetive date: March 01, 2015

iii) Closing date: Dec 31, 2018.

RI
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5. Receipts from IDA (the World Bank Financing):

During FY 2015-16 total 22 withdrawal applications have been replenished by the Bank.

PKR 'Amo-junt US

I WIPF RrIBUREMNT-2 20,482,490.00( 196207.47 Reimbursemnelit
2 WVSIP-01Q 3,837,288.53 36,775-00 DietEMn
3 WSIP-102 250,363.42 2,399.15 Direct Payment
4 WSIP-03 1,299,979.33 12,325.90 Direct Payment
5 WS1P_04 527,204,500 5,000,000.00 Advance
6 WSIP-05 115,721,150.67 1,103,157.00 Direct P!Mmt
7 WSIP-06 523,192,500 5,000,000.00 Advance
8 WSIP-07 927,435,75 8,850.00 Direct Payment
9 WSIP-08 42,905,415.31 409,618&00 Drc ! et ;
10 WSIP-09 265,950,900.00 2,540,877-5 Direct Payment
II WSIP-10 19,524,942.00 186,440.16 Direct Payment
12 WSP- 11 6,326,321 14 59,998.74 Direct Pyment
13 WSIP-12 1,321,653.30 12,613.00 Direct Payment
14 WSIP-13 13,475,872.58 128,764.79 Direct Pament
15 WSIP-14 46,429,103.00 443,598.92 Direct Payment
16 WSIP-15 8,427,183.94 80,485.00 Direct Paymnt
17 WSIP-16 332,845,780.00 3,180,984.19 DirectPayrent
8 WSIP-18 1,051,480.70 10,050.00 Direct P3ment

19 WSIP-19 54,243,149.00 518.847,78 Direct Payment
20 WSIP-20 9,045,611.42 86,432,72 Direct Payment
21 WSIP-21 1,443,824.25 13,800.00 Direct Payment
22 WS1P-22 4,836,752.31 46,172.02 Direct Payment

2,000,743,696.65 19,078,397.79

6. Community Development & Capacity Buildimg:

(2015-16) (2014-)15) Ciiaxalavve
. Coatity Bu ildin g orv

SIDA 4S.135 131265 61.400
2. Capatity Building of
AWB ___________ 0,000
Capacity Building ofCAW8

GJhotki 11.983 1,962 13.845
npDciry BuiPading ofyAmWe

Nan 12.]56 38A01 15.957
CaP&CiryBDiLdicgtOfPAWBa
LB Doir. 11-2D95 2,992r 14287
C2pac[4 Buirding of FaPmer
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7. Improvement of Irrigation & Drainage System-

(2015-16) Cumulative

1. fmprovement of Main and Branch CanAls

Improvement of Main and Branch Canals Ghotki 370.100 370.100

Ihprovement of Main and Branch Canals Nara 357.900 357.900

InprovementL Of Main and Branch Canals Left Biank Badin 356,110 356.110

Improvement of Distributaries
Improvement of Branch Canal -
U.Preparation of Design, Engineering and Consutruction

supervision 113.448 113.448

8. Assets Management of IPD Infrastructure-

(2015-1i) Cumulative
I. Strengthening for Secty & IPD
Department 0.41 0.410
2.Feasibility Study & Design for
Rehabilitation of 13arrages 0.000
3.Prepration of Master Plan for Irrigation
& Drainage Systern 0.000

9. Project Makagement, Coordination and Tech, Assistance:

(205-6)(20.14-15) Cumuwlative

Prqjecut .crdniion,
Management & Supervision 157705 7 25.482

Prajeu Consutancy Scoces
FAO 117.165 117.165

Futur Project Prcparation in
WaTer Stctor includinF

1.322 1.15 2.502

Tcenical Assisanc,
Trraining and Strtegic

15 1.46 6
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10. Cash & Bank:

Cash in Hand

Cash ar Bar[k 544828
544.828

IIL General:

Figures have been rounded off to the nearest rupee.

Comparative figures have been arranged where necessary for the purpose

of comparison.

Gener ager Finance

Sindh Irrigation & Drainage Aufhority

Hyderabad
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Ad ditional Financing
Sindh Water Seetor Improvement Phase-J Project

CredÉ Aemout No. IDA- 5556-PAK
Sttements of Cash Receipts and Payments

For the Year ended June 30, 2016

CEIPTS ____

mnbursed from World Bank 20.483 32J66 52.645
(the World 1050.40 105039

Diret Payment By World Bank 3.837 3.837
Direct Payment By World Bank 1.55 L.55

0 Direct Payment By Woýrldl Bank 1 17,1651 11Î7.165
tre of Research Mgt Direct Payment By World Bank 09 27 0.927
SCON Direct Payment By World Bank 97.762 9 7 7, --
co Direct Paymeni Bfy World Bank 320.194 - 320.194

(AD Shahrukh Dircet Payment By World Bank 332.845 332-845
L Dircct Paynent By World Bank 53.209 53.209

rafiqu S I:am Direct Paymeenr By World Bank 1.322 1.322
NCENSUS Bui[dirg Institute Direct Payment Dy World Bar -32 1.052 LS2
tal Receipts 2,000345 32.166 2032..91

kYMENrs (by corponents)
Communi"yDvelopment & Capacity Building 6 86,434 23.163 109.597
Imprvemcat ofIrriglinn & Dr*inåge Systcm 7 1197.558 0 1197.558

.Assets Management of IPD Infrastructure 8 0.410 .0.41 0
, Projec t Monito rin g, Eva lustion & Su penision o i EMP o
Prnjrct Management, Cerdination and TLch, A niesac. 9 152.192 9.003 161.195

stal Patyments I,436.594 32.166 1468.760

crease/Decrease in Cash 554.1511 0000

ash at the beginning of the Year
crease/Decrease in Cash
Sing BaLance as per Casi Boak asan 30th lune-16 SIDA 542.815 I54 ,911
5img BaLnce as per Cash 3ook as on 30th lune-16 OPCAWB 0,794

losing Balance a per Cash Book js ir 30th June-16 NCAWB 0.645
1lsi Balanre as per Casl Boauk as rn 3Oth JuLne-16 LBCAWB 0.602

Closing Balne ss pes Cash Book s on 30ti June-16 PCMU: 19.295

frotal Closing Balmnce 1 t the emd of FY 2015-16 554.151

GneMn r ÅintnerSindh [rrigation D age Authority



Sindh Irrigation & Drainage Authority
Left Bank Barrage Colony Hyderabad, Sindb

Phone: 022-910083
Fax:022-9210080
Email: gmfnfasidqok

No. MD/SIDA/GMF/ Dated: -10-2076

Sindh Water Sector Iiprovement Project
Credit Account No. IDA- 5556 PAK

Balance Reconciliation Statement
For the month ended 30th June-2016

Pak Rupees
Description Bank Statemen

Closing Balance at SIDA 30 June-16 as per Bank Statement 544,828,029.00

Closing Balance at PCMU 30th June-2016 as per Cash Book 19,294,995.00

Closing Balance as per Cash Book as on 30th June-16 CFCAWB 794,465.00

Clusing Balance as per Cash Book as on 30th June-16 NCAWB 644.361,00

Closing Balance as per Cash Book as on 30th June-16 LBCAWB 601,925,00

SIDA Out standing I Un-presented Cheques as on 30th June-16 (2,013,306,00)

Balance as per Cash Books 564,150,469,00

PCMU as per Cash Book, Balance as on 30th June-2016. Rs. 19,294,995.0[
Cipsing Balance as per Cash Book as on 30tb June-16 GFCAWB Rs. 794,465.00
Closing Balance as per Cash Book as on 30th June-I6 NCAWB Rs. 644,361,00
Closing Balance as per Casi Book as on 30th June-16 LBCAWB Re. 601,925,00
SIDA as per Cash Book Balance as on 30th June-2016. Rs, 542,814,723.00

564,150,469.00

General Man r Fi nnce
Sindh Irrigation Dr age Authority



Sindh Irriation & Drainage Authority
Left Bank Barrage Colony Hyderabad, Sindh

s Phone: 022-910083
Fax.022-9210080
Email; gmfin(asida.ora.uk

No. MD/SlDA/GMF/ Dated: -10-2016

Sindh Water Sector Improvement Project
Credit Account No. IDA- 5556 PAK

Balance Confirmation Statement
For the FY ended 2015-2016

Opening Balance 0.00

Receipts (IDA Funds)
100O'00.O

Total Financing
1,000,000.00

Expenditures
(4,205,19LO04)

Closing Balance 30th June-16 as per Bank Statement ,20591.041
__________________________________________________5 1205,19LO4

iGeneral an r Finance
h Irriga on & D inage Authority


